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NATIONAL HEALTH PROGRAM
WEDNESDAY,

*

MAY 22, 1946

UNITED STATES SENATE,
COMMITTEE ON EDUCATION AND LABOR,

Washington, D. C.
The committee met at 10 a. m., pursuant to call, Senator James E.
Murray (chairman) presiding.
Present: Senators Murray, Pepper, and Donnell.
The CHAIRMAN. The hearing will come to order.

I should like to submit for the record a statement received by the
committee for John W. Snyder, Director of War Mobilization and
Reconversion:
(The statement referred to is as follows:)
STATEMENT OF HON. JOHN W. SNYDEB, DIRECTOR OF WAB MOBILIZATION AND
RECONVERSION, ON 8. 1606, FOR THE SENATE COMMITTEE ON EDUCATION AND
LABOR

I am glad to submit my comments on S. 1606, a bill to provide for a national
health program, in accordance with your recent request. I am firmly convinced
that the proposed legislation is a sound and desirable extension of our present
social-insurance program, which now deals only with two of the major economic
risks faced by all wage earners-unemployment and old age. The enactment of
this bill will round out our social-insurance program by protecting Americans
against much of the economic distress and human hardships which accompany
illness and poor health.
There can be no doubt that, except in periods of deep depression, illness, and
disability constitute the greatest cause of poverty and dependence in the United
States. And, directly and indirectly, they are prominent among the forces
which diminish our Nation's strength in peace and in war. If it is sound policy
to conserve and to guard our natural resources, surely it is wise, from a purely
materialistic viewpoint, to take practical measures to conserve such an important national resource as the health of our citizens. But the health program
proposed in S. 1606 does more than conserve a resource. It relieves misery
and discomfort'for vast numbers of Americans, and for the first time makes
proper medical care available to those who need that care, as well as to those
who are fortunate enough to be able to afford it.
In asking for "health security for all, regardless of residence, station or race,"
President Truman set the following broad objectives as the goal of public policy
in the field of health:
"We should resolve now that the health of this Nation is a national concern;
that financial barriers in the way of attaining health shall be removed; that the
health of all its citizens requires the help of all the Nation."
Before these objectives can be' met, however, we must overcome five basic
problems, outlined by the President at that time, which now prevent the benefits
of our medical knowledge and skill from being made available to all of our
citizens. These problems are: (1) The uneven distribution of doctors and
hospitals-and of other medical facilities and personnel-which leaves many
areas without access to adequate and efficient care when needed; (2) the
inadequacies of public health services and maternal and child health programs,
which are weak, or totally lacking in communities containing about one-third
1907
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of our people; (3) the limitations of our medical research and education, which
can be made fully effective only through increased financial support and greater
coordination of effort; (4) the inability of millions of families to pay for
medical care when they need it, causing them to postpone needed treatment, to
go without it, or to receive it but fail to pay for it; and (5) the loss of wages
which results from illness. Such loss should be-but is not now-treated as an
insurable risk, against which protection can be provided by social insurance,
in the same way that old age, death, and unemployment insurance now operate
in other fields.
S. 1606 will satisfy most of the health needs outlined by the President. Other
vital measures designed to expedite the construction of badly needed hospitals
and to provide for cash benefits to offset loss of income during temporary or
permanent disability are required to complete the President's health program.
But the bill before your committee now is the keystone of the entire prpgram.
A national health program, such as that advocated by the President and
incorporated in part in S. 1606, has been repeatedly endorsed by those agencies
of the Government which are most familiar with the facts and problems involved-notably the Social Security Board and the Public Health Service.
Without attempting to discuss the technical features of the bill, which are more
properly within the province of those agencies, I shall outline a few of the
major considerations which have led me to the conclusion that this program is
absolutely essential to the well-being of the American people and to the
strengthening of our Nation.
I have bern especially impressed in my review of the bill by such facts as these:
(1) The evidence that a large part of the actual need for medical care is not met
under existing arrangements; (2) the obvious inability of wage earners, small
businessmen, and self-employed farmers to purchase adequate medical care for
themselves and their families; (3) the special health problems of rural areas;
(4) the needs of veterans; and (5) the practical advantages of a plan for
systematic prepayment of medical costs.
Since my support of S. 1606 is largely based on these considerations, I believe
it will be useful to review them briefly in this statement.
I. THE EVIDENCE OF UNMET MEDICAL NEEDS

One striking indication of the general inadequacy of medical care in this country is the high rate of selective-service rejections. Nearly one-third of the male
registrants examined were disqualified because of physical or mental defectswhich in many cases might have been prevented or corrected by adequate and
timely medical treatment. Another 20 percent had to be rehabilitated after their
inductions into the armed forces or discharged subsequently. In other words,
fully half of our youth were initially unfit to defend their Nation.
That is the record for the age group which would be expected to be the healthiest
in the entire population-men between the ages of 18 and 37 years. For the population as a whole, an equally gloomy picture was provided by the national health
survey of 1935, which found 23,000,000 people with some chronic disease or physical impairment, not counting such debilitating diseases as hookworm, malaria,
or venereal diseases. A number of studies have shown that a large part of the
physical defects which exist throughout the population could have been prevented
or remedied if treated early enough.
Birt-mainly for financial reasons-there is no direct relationship between the
need for medical care and the extent to which people receive it in time of illness.
Low-income families receive far less medical care than the well-to-do, though they
actually experience more illness and more frequent need for care. In point of
fact, and contrary to the general impression, illness in this country is a resnector
of persons: it strikes unfairly at the poorest group. The National Health Survey
in 1935-36 found that wage earners in families with incomes below $1.000 ner year
had more than twice as many days of disability per year as those in families with
incomes of $3.000 or more. The amount of medical care actually received, however. is strikingly less among the low-income families. The Oommittee on the
Costs of Medical Care found, in 1928-31. that families with income above
O5.000
received about twice as many physicians' enlls and 2% to 5 times as much dental
care, as those in the income gronns below $2.000 There is little reason to suppose
that the situation is substantially different at the present time.
The percentage of illness for which no medical attention is obtained is, of
course. much higher among the low-income groups. The Committee on the Costs
of Medical Care found that nearly 40 percent of all illnesses in families in the

NATIONAL HEALTH PROGRAM

1909

lowest-income bracket (below $1,200) were unattended, while this was true of
only 12 percent of the illnesses in families receiving $10,000 per year. Equally
convincing data could be presented to indicate that low-income families receive
inadequate care, and that the care which is received often comes too lateespecially in the case of such diseases as tuberculosis and cancer, which must be
caught early to be cured.
Even the higher-income families--especially in rural areas-often receive less
medical service than they should. Taking the population as a whole, the Committee on the Costs of Medical Care found that there were only about half the
number of doctors' calls there should have been: that the average period in the
hospital was only about half as long as it should have been; that the people
receive, on the average, less than half as many doctors' calls, one-fourth of the
dental care, and less than a tenth of the medical examinations which would
represent "good medical care."
In addition to the difficulties of individuals in financing medical care; and
which in turn impair the financial position of the medical profession, there are
other major problems which have kept us from achieving the success in preventing illness and prolonging life which is potentially within reach of our knowledge
and technical skill. One of these is the shortage of medical personnel and hospitals. Another is their maldistribution. In 1944. 583 counties had either no
active physician or less than 1 doctor for each 3,000 residents. The Public
Health Service has estimated a need for 500,000 additional hospital beds and
2,400 well-equipped rural health centers, if we are "to bring facilities up to an
accepted standard throughout the country".
While great strides have been made in public-health services, the President
has indicated that some 40,030,000 citizens "still live in communities lacking
full-time local public-health services." Facilities for maternal and child health,
for the prevention of communicable diseases, and for the diagnosis and treatment
of tuberculosis and other major diseases are also unavailable to a large part of the
population.
The seriousness of the problem is illustrated by the fact that if all States had
achieved infant mortality rates and tuberculosis death rates equal to the lowest
State, 35,000 infant deaths and 42 010 deaths from tuberculosis could be prevented
annually. Altogether, hundreds of thousands of lives could be saved each year
if the public-health measures now in effect in a few communities were available
everywhere.
II

BARRIERS TO INDIVIDUAL FINANCING OF ADEQUATE MEDICAL CARE

The wide disparity between the need for medical care and the amount of service
actually received is only partly due to the absence and maldistribution of facilities
and professional personnel. Even more important is the basic nature of illness,
a risk which can be provided for through budgeting only in the higher income
brackets.
The burden of medical expense falls unevenly-one family may spend hundreds
of thousands of dollars on a single illness, while others incur no such expense.
The Committee on the Costs of Medical Care found that in 1928-31 6 families
out of every 10 spent less than .60 per year on medical care, while 3 families
in 10.spent between $60 and $250, and 1 in 10 spent more than $250. The lowincome groups cannot meet the cost of major Illnesses from their limited incomes,
and even the "average cost"-about $100 per family per year in 1931 but no
doubt much higher now-is beyond the means of many farmers and wage
earners. The wage losses which result from illness or accident, similarly, are
negligible for some families and catastrophic for others.
While low-income families spend less per family and receive less adequate
services, they actually spend a larger part of their total income on medical care
than do the families with higher incomes. In 1941, for example, urban families
with incomes below $500 spent an averageof $26 per family (or 8.3 percent of their
income). Families in the income classes above $2.500 spent from four to nine
times as much in dollars. but that represented only a much smaller fraction
of the family income. A similar pattern is found in rural areas.
'
These financial difficulties have other effects beyond preventing low-Income
families from seeing the doctor as soon and as often as they should in case of
illness.. Financial harriers often lead to neglect of preventive measures, such as
regular medical examinations and immunizations; physicians hesitate to recommend hospitalization or the use of specialists, even where needed, because their
patients cannot pay for them; and the lack of early treatment leads to a greater
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amount of serious illness and permanent physical handicaps than would occur
if adequate services were available.
These same financial problems are largely responsible for the serious maldistribution of doctors and dentists. Naturally enough, doctors and dentists tend
to concentrate in communities where they can be assured of a decent living and
where modern hospital facilities and laboratories, are accessible. By and large,
they shun the areas-particularly the rural areas-where opportunity for practice
is limited by the poverty of the population.
It is the fact that medical costs cannot be foreseen that makes it difficult, or
impossible, for the individual family to provide for them in its budget. Even
with a low income, a family can control the amount it spends for food, clothing,
or shelter and for such items as education and recreation. But serious illness
or accident may more than wipe out savings and may create debts which block
the possibility of home ownership, higher education for children, or other longrange plans. A pooling of medical costs through a prepayment plan will permit
the costs which now fall with such stunning force upon a few families to be
spread among the total population, with every family assured that its small
payment will entitle it to adequate services, when and if they are needed.
I].

HEALTH PROBLEMS IN RURAL AREAS

One of the things that has impressed me most, in reviewing facts bearing oil
this bill, is the evidence that a large part of the Nation's unmet health needs are
in rural areas. Most people have the impression that rural life is healthier
than city life and that the health of rural people is better than that of city
dwellers. While this may have been true in the past, there is a good deal of
evidence that it is not true today. Recent advances in public health services
have not been as widely applied in the country as in cities; yet rural health
problems involve, in aggravated form, the same basic difficulties which make our
national health situation poor.
I have mentioned the high percentage of selective service rejections as one
evidence of the general inadequacy of medical care in this country. For farm
workers, the record is even worse than the national average. Between April
1942 and the end of 1943, 56 percent of all farmers and farm managers examined
by selective service were rejected because of physical and mental defects; the
ratio among farm laborers and foremen was nearly as high (53 percent). This
compares with rejection rates of 37 percent among factory operatives and kindred
workers; 38 among clerical and sales workers, and 41 percent among craftsmen,
foremen, and kindred workers.
Rural health problems are aggravated by financial and geographical factors.
In many parts of the country, low family incomes make it difficult for farm
families to pay for adequate medical service under the traditional individual
fee basis. The smaller and less prosperous communities are often unable to
provide hospital and other facilities without outside financial aid.
SThese factors discourage physicians from settling in the country-both because
it is more difficult for them to make a living and because they wish to locate
where there are modern facilities for the practice of medicine. There has thus
been an increasing tendency for medical graduates to settle in urban places in
recent years.
The most serious shortages of hospitals, public health facilities, and maternal
and child health programs are found in rural communities. From the long-range
point of view, this lack is especially important because a relatively large part of
the Nation's children are born in farm communities. Neglect of their health in
childhood may make them substandard citizens and substandard workers when,
in later years, a large percentage of them become part of the urban working
force. As a Nation, we cannot afford to have large numbers of people who are
in too poor health to be fully effective members of a productive society.
It is significant that 36 of the 46 States which have submitted outlines of their
postwar programs to the Secretary of Agriculture have included sections on rural
health. The States are in general agreement that more health education, better
sanitation services, and expanded public health nursing and service programs
are needed to meet rural needs. The majority of the State plans also recommend
the adoption of prepayment programs to provide for medical care, hospitalization,
or both.
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VI. MEDICAL NEDS OF VETERANS AND THEIR FAMILIES

Those veterans who have incurred disabilities in any of the Nation's wars are
entitled to both hospitalization and out-patient treatment of their service-connected disability, and needy veterans who cannot pay for medical service may
receive free hospitalization (but not out-patient care) for disabilities not incurred
in military service. Thus, the veteran with the service-connected disability is
cared for adequately-as far as his service-connected disability is concerned.
For his other medical needs, and for all of the medical needs of veterans who
have no service-connected disabilities, no care is available unless the veteran
declares that he is unable to pay for the medical service. There are, of course,
no provisions now for care of veterans' families.
In considering this problem, your Subcommittee on Wartime Health and
Education has pointed out that"The health needs of the great body of veterans who will not have incurred
injuries in the service are also a very real responsibility of the American people.
In the postwar period, veterans of this and previous wars will constitute a
large and important segment of the population. The number may well be
20,000,000, or 1 in every 7 (citizens) ; veterans with their families may comprise
from one-third to one-half of our whole population."
The basic conclusion of that subcommittee was that our concern for the health
of veterans-aside from the care of their service-connected disabilities-is interwoven with the general need for "maintaining and improving the health of
the whole people." This judgment I wholeheartedly endorse. A national health
program is clearly the most effective way to meet the over-all needs of veterans
along with the total population of which they are a part
V. PREPAYMENT OF MEDICAL CARE-A PRACTICAL SOLUTION

I have mentioned some of the barriers to the effective financing of adequate
medical care through the traditional "fee for service" method. Title II of the
bill proposes a more economical and more efficient method of financing-based
on the principle that the costs of medical care can be predicted with reasonable
accuracy for the Nation as a whole but not for individual families. The President has stated this principle well:
"If, instead of the costs of sickness being paid only by those who get sick, all
the people-sick and well-were required to pay premiums into an insurance
fund, the pool of funds thus created would enable all who do fall sick to be
adequately served without overburdening anyone."
That many people recognize aid desire to participate in the advantages of
such cost sharing is demonstrated by the rapid growth, in recent years, of
voluntary prepayment plans covering a part of the costs of hospital care. The
creation,of a national insurance pool to handle such risks, as well as the
frequent illnesses not requiring hospitalization, seems to me to be eminently
sound and logical. Two possible questions may be asked as to the wisdom of
such a program: (1) Can the same result be achieved by expansion of the
existing voluntary plans, and (2), does the program constitute a form of
"socialized medicine" which will interfere with the freedom of physicians and
their patients?
With regard to the first question, I am firmly convinced that voluntary private
plans-while they serve a useful function-cannot be expected to meet the
problems of financing medical care for the great mass of the population.
Voluntary plans for sharing the costs of hazards to self or family cannot effectively
serve the groups that are hardest hit by disaster. Those most susceptible to
hazards and those least able to afford them are clearly unable to afford planned
voluntary protection against those hazards. We have only to look at the history
of our other major social insurance-unemployment compensation and old-age
and survivors' insurance-to see that voluntary plans will never meet the needs
of the groups for whom protection is most urgently needed.
Membership in voluntary plans is increasing-and this is perhaps one of the
most forceful arguments in favor of the insurance principle for health purposes.
Yet. even with this growth, in the spring bt 1945. less than 5 percent of the noninstitutional civilian population of the United States had some degree of protection covering the cost of medical care through membership in voluntary prepayment medical care plans. Almost 15 percent of our population (mostly
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centered in a few States) now have protection against hospital costs, but such
protection covers only a small part of the risks of illness.
Even in urban areas, it is a fact that m6st workers in the low-income groups
are not covered by voluntary plans, and few of the plans reach farm people, regardless of income.
Other serious limitations of voluntary plans should also be noted. Many groupinsurance plans permit continued membership only while employment continues
with a specified employer. The plans have spotty geographical coverage and are
usually local in character, so that they do not meet. the needs of migrant
workers. Finally, there is a high turn-over in membership-resulting partly from
interruption in employment and partly from the failure of many workers to continue membership because they hope they can get along without it.
I am sure it is not necessary to point out again, as the sponsors of this bill
have already done, that prepaid medical care is not "state medicine" or "socialized medicine." Patients are free to choose their physician, and the physician
is free to choose not only whether or not he will participate in the program but
also whether to accept or reject any specific patients who wish to use his services.
The only way this bill changes the traditional relationship between patient and
doctor is that under it the doctor, is assured of receiving full payment for his
services from all of his patients.
The bill's provisions have been carefully drawn to assure decentralized administration and to preserve the independence of physicians and medical institutions.
Among these are the establishment of local advisory councils; cooperation with
state or local departments and agencies: graduated fee schedules and the payment of specialists at higher rates; payments on a basis chosen by the physicians
and dentists themselves; and special provision for participation by local hospitals
and by nonprofit organizations. As a broad principle, the bill instructs the Surgeon General to decentralize administration to the maximum possible extent.
Administrative participation of the medical profession and professional organizations is assured by section 204, which would establish a National Advisory
Policy Council. including members appointed from panels submitted by such
organizations, as well as representatives of the general public. The bill assures
the ability of the Council to meet on its own motion, permits it to establish
special committees to deal with technical and regional'problems, and provides
for transmittal to the Congress of a complete record of its meetings and recommendations. While the function of such a Council should clearly be advisory
rather than operative, the Council will assure the fullest participation by qualified
experts.
Section 212 authorizes the appropriation of funds needed to finance the prepaid
medical benefits but does not specify the exact method by which these funds are
to be raised. However, eligibility for benefits is based on prior earnings in
covered employment, which is defined in somewhat the same way as employment
subject to the pay-roll taxes which serve as a basis for old-age and survivor's
insurance and unemployment compensation. Since the American people are now
spending on the average nearly as much for medical and similar services as the
benefits under S. 1606 are expected to cost, it would seem appropriate to use
the device of earmarked pay-roll taxes as the means of raising at least part of
the necessary revenues. However the services are financed. I believe they should
be available to the greater possible number of Americans and that problems of
financing should not be the controlling factors in determining coverage.
I urge your favorable consideration of this bill. It will fill an obvious gap in
the social insurance system, which has become an accepted American institution.
I believe that its passage will mark a tremendously important milestone on our
road toward true equality of opportunity for all Americans. With national health
insurance, we can help to build a stronger and more effective Nation and can
help to assure that all of our citizens contribute to the Nation's welfare, unencumbered by unnecessary financial burdens and debilitating illnesses and disease.
To maintain the health of our citizens is to maintain the principal capital asset
of our Nation.

The CHAIRMAN. The first witness this morning is Dr. John J.
Nugent, director of education, National Chiropractic Association.
Good morning, Doctor.
Dr. NUGENT. Good morning.

The CHAIRMAN. YOU may state your full name and the organiza-

tion you represent.
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STATEMENT OF DR. JOHN J. NUGENT, DIRECTOR OF EDUCATION,
NATIONAL CHIROPRACTIC ASSOCIATION
Dr. NUGENT. My name is John J. Nugent, of New Haven, Conn.
I am a licensed chiropractic practitioner in Connecticut and have
been for 27 years.
I am director of education 'of the National Chiropractic Association.
I appear here, first of all, in favor of this bill-the general terms
of this bill.
I believe the purposes of the bill are sound and that society must
deal with this problem in a realistic fashion.
FREE CHOICE OF DOCTOR SHOULD NOT BE RESTRICTED

However, in reading the bill, I believe that its purposes will be
better served by some clarification of the terms of the bill.
The bill is replete with the terms "medical services," "medical practitioners," "family practitioners," and these terms are used in conjunction with the words "health program" and "health care," so that
they might almost be called synonymous. I think these terms need
clarification.
It is very obvious that the authors of this bill intended that the citizens of this country should have every care possible.
But I believe-and it is thoroughly understandable-that the
authors of this bill could not foresee all of the implications and all
of the collateral issues that might grow out of this bill.
It is for that reason that I want my testimony to be helpful today.
I am sure there is no intent in the bill to restrict the freedom of
choice of the doctor. Senator Wagner's statement in the opening hearing of the bill made that very clear. There is a constant reiteration
on the part of witnesses, and on the part of the proponents of this
bill, to grant the freedom of choice to the citizen in selecting his
doctor.
Senator Wagner said that the citizen would have freedom of choice
in selecting his own doctor, that the individual freedom of choice
in selecting his own doctor is safeguarded, and that no regimentation
of doctors, hospitals, or patients was intended.
Again, he said that every effort is being made to protect the professional practice of dentists and nurses. When he said that, I assume
he intended to cover all of the professions.
Representative Dingell, in speaking at the hearings, quoted Governor Warren, in which he said that compulsory insurance is compulsory only as far as contributions are concerned; that the bill
does not compel anyone to receive any medical care or to compel any
doctor to treat any patient.
All of those things convince me of the intent of the proponents
and the authors of this bill to safeguard the freedom of choice of
the patient.
VARIOUS MEDICAL SECTS

Again, this intent is evident in the use of the word "medicine,"
although it is not clear enough, because, as you know, medicine is
divided into three cults or sects. We have the great field of alleopathy, homeopathy, and in many States electicism.
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Perhaps it is not generally understood, but the term "medicine,"
does include three fields or principles or philosophies, of medicine-alleopathy, homeopathy, and electicism.
I do not offer this as any trivial argument or in any captious
manner, because there are literally millions of people who prefer
homeopathic to alleopathic treatment.
OSTEOPATHS AND CHIROPRACTORS IN THE UNITED STATES

They are distinct sects in medicine. They have separate schools.
-They have separate hospitals. Many States have separate boards of

examiners, or if they do.not have separate boards of examiners, they
have representatives of each of these medical sects on the board of
examiners. So the term "medical practice," as used in this bill, does
protect the citizen in his right to choose a particular type of medical
practitioner, but, unfortunately, there is no mention of the nonmedical practitioner in the bill, and the two great sects or cults is
nonmedical practice are the osteopaths and the chiropractors.
Now, there are some 10,000 osteopathic practitioners in the United
States, and there are approximately 20,000 chiropractors. These
practitioners are licensed by the States. Osteopathy is recognized
in all the States. Chiropracticy is a legally recognized practice in
all but four of the States.
So I think that for the 30,000,000 people who consult these nonmedical practitioners for their health needs, there should be some
clarification of the terms, and I intend to submit some amendments
later to make sure that the rights of these 30,000,000 people are
safeguarded.
Some years ago-in 1928, I think it was-the preliminary survey
for the Committee on the Cost of Medical Care showed that while
the citizens of the United States spent some $850,000,000 for medical
practitioners' care, $150,000,000 was spent for nonmedical practitioners. That is roughly one-seventh of the cost of health care was
spent with nonmedical practitioners.
If clarifications are not made in the bill, the bill, by reason of its
procedures, and the procedures for setting up the machinery for its
operation will abrogate the rights of these citizens, rights which the
States have given these citizens.
It would do that because the machinery of the bill beginning with
the Surgeon General and the advisory council, and on down the line,
will be wholly medical.
The terms of the bill would naturally lead the Administrator, or
even the courts, to construe the act as restricting the benefits of this
bill to purely medical benefits. I mean medical, not in its generic,
but in its narrowest sense.
It is a principle, of course, which Congress has well recognizedmost recently in the hospital survey and construction bill, child welfare, and maternity bills--the States have retained for themselves the
right to define the practices of the healing arts, and who shall practice. Congress has recognized that right.
Congress, in 1929, passed an enactment for the District of Columbia,
setting up a Healing Arts Board which gave the osteopaths and chiro-
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practors, the nonmedical practitioners, the privilege of practicing,
and set up the regulatory rules by which they could be guided.
We stated our view with respect to the Federal employees compensation bill, which Was before this committee a short while ago, and
which had been previously before the Judiciary Committee of the
House. As an analogous situation, the insurance companies of this
country recognize these nonmedical practitioners, and the largest of
them pay sick benefits and health benefits to their clients for nonmedical services.
So I think, gentlemen, this is the attitude of the National Chiropractic Association, that there should be some clarification of the
terms, that there should be some amendment to protect the practice
of not only the nonmedical practitioners but, more importantly, to
protect the rights of the people to choose these practitioners and consult them for their health needs under this bill.
After all, this bill is designed particularly for the low-incomebracket individual. If he were restricted in his choice, he would be
paying for medical benefits under this bill which he might not wish
to use. He would, then, have to pay again for the care of an osteopath or a chiropractor. This would be defeating the very purposes
of the bill, which are t6 provide health services for its low-income
groups.
PROPOSED AMENDMENTS TO 8. 1606

Therefore, I am going to suggest these amendments, and I am going
to not take the committee's time to read them. They are obvious.
They may not be. just exactly what the committee will accept, but at
least we offer them for your assistance.
The CHAIRMAN. They will be incorporated in the record in connection with your statement.
(The suggested amendments referred to are as follows:)
SUGGESTED AMENDMENTS
Page 7, after line 19, insert the following paragraph:
"(J) Provide that all practitioners of the healing art who are duly licensed
under State law shall be eligible to participate under the plan within the scope
of their practice as defined by State law."
Page 16, after line 9, insert the following paragraph:
"(10) Provide that all practitioners of the healing art who are duly licensed
under State law shall be eligible to participate under the plan within the scope

of their practice as defined by State law."
Page 19, after line 9, insert the following paragraph:
"(9) Provide that all practitioners of the healing art who are duly licensed
under State law shall be eligible to participate under the plan within the scope
of their practice as defined by State law."
Page 24, line 13, add the following:
"The professional membership of the advisory committees shall include representatives of each profession of the healing art which is licensed under the laws
of a majority of the States, and of related professions."
Page 28, after line 11, insert the following paragraph:
"(9) Provide that all practitioners of the healing art who are duly licensed
under State law shall be eligible to participate under the plan within the scope
of their practice as defined by State law."
Page 39, line 21, strike out the words "medical and other professional representatives" and insert in lieu thereof the following: "available representatives
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of each profession of the healing art licensed by law in the State, and of related
professions."
Page 41, after line 21, insert the following paragraph:
" (m) All practitioners of the healing art who are legally qualified under
State law shall be eligible for employment to render services under this title
within the scope of their practice as defined by State law."
Page 42, line 12, strike the words "medical and other professional representatives", and insert in lieu thereof the following: "representatives of each profession of the healing art which is licensed under the laws of a majority of the
States, and of related professions."
Page 45, line 2, after te comma following the word "physician", insert the
word "chiropractor".
Page 45, line 8, after the comma following the word "physicians", insert the
word "chiropractors".
Page 49, line 2, after "titioners", insert the following: ",, including chiropractors,".
Page 51, line 3, after the word "medical", insert the words "including chiropractic".
Page 57, line 10, after the comma following the word "physician", insert the
word "chiropractor".
Page 64, line 21, after the word "medical", insert "or chiropractic".
Page 65, line 17, after the word "physician", insert "including a chiropractic
practitioner".
Page 67, line 19, after the word "physician", insert the words "or chiropractor".

Dr. NUGENT. Thank you, Senator.

I

I came here prepared today to make my statement as short and
concise as possible. I think the issue is clear-cut. I do not think I
need take any more time, unless the committee has some questions

to ask.
The CHAIRMAN. Your statement is very clear, and I think that it

will help us greatly in considering the problem before us.
Any questions, Senators?
Senator DONNELL. I think not.
Senator PEPPER. No questions.

The

CHAIRMAN.

Thank you very much.

Dr. NUGENT. Thank you, Senator.
The CHAIRMAN. The next witness is Arthur J. Todd, manager,

Christian Science Committee on Publication.

Good morning, Mr. Todd.
Mr. TODD. Good morning, Senator.
The CHAIRMAN. You may be seated.
Mr. TODD. Yes, sir.
The CHAIRMAN. Please state your full name for the record.
STATEMENT OF ARTHUR J. TODD, MANAGER, CHRISTIAN SCIENCE
COMMITTEE ON PUBLICATION
Mr. TODD. Arthur J. Todd, emeritus professor of sociology at Northwestern University. representing the committee on publication of the
Christian Science Church in Boston.
I have prepared a brief statement, which has been distributed to
I will now read
the press and to the members of the committee.
this statement.
CHRISTIAN SCIENTISTS WOULD BE PENALIZED BY 8. 1606

I come before you as the representative of one of the groups totaling millions of citizens who do not rely upon medicine or medical
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treatment for health and healing, and who would be penalized by
the provisions of this bill, S. 1606.
By millions, I mean not alone Christian Scientists but many others
who have sought and found satisfactory remedies in means other than
those provided in this bill. On their behalf I object to the establishment by law of a monopoly for one branch of the healing arts.
The authors of this legislation base their taste for it on the ground
that only through the use of compulsory insurance will many people
be able to pay the expenses of sickness. All are to be taxed for this
purpose.
But what of the many who cannot, because of their convictions,
accept the remedies provided? They have been taxed. The Government has taken its deduction for medical care out of their weekly pay.
They do not wish the kind of treatment provided under the bill; but,
as has repeatedly been brought out in testimony before this committee, they must either accept that in which they have no confidence, or
pay themselves for the healing remedy of their choice.
If it is so difficult for many persons to pay once for medical care as
the proponents of this bill declare in urging it, what shall be said of
the difficulty of paying twice-once in taxes, and a second time, in
order to have the kind of treatment one desires ?
HEALTH STANDARDS WOULD DETERIORATE UNDER S. 1606

Before going further, let me say that if this bill would actually produce all the good results claimed for it, we as Christian Scientists
would not oppose it; we might ask for an amendment, but not defeat
of the measure.
<By no means do we look at this legislation from our own viewpoint.
We have in view the welfare of the general public as well. If the bill
would greatly improve the health of the great majority who rely on
medical treatment, we should certainly not object to its passage.
But we are convinced that such beneficial effects would not follow.
This judgment is based on reports of the experience with compulsory

health insurance in foreign countries, on testimony given by medical
men at this hearing, and on our own understanding of the nature of
disease.
We believe that Government medical care, combined with cash payment during illness, would have the same tendency here as elsewhere to
prolong sickness, to produce an inferior quality of medical care, and
to lead many people to seek medical service when they did n9t really
need it simply because they could get it without further expense.
In short, we believe that compulsory health insurance would tend
to minimize the will to get well and would foster unnecessary medication.
This bill has a monopolistic angle that, is not in keeping with American tradition of antitrust and equal freedom for all. Why should one
form or branch of the healing art be set up exclusively as the remedy
which people must accept, and for which they must pay taxes?
It has been argued that to require citizens to pay taxes for medical
services that will be of no use .to them is no different than requiring
all property owners to pay taxes for support of the public schools
when some religious denominations prefer to maintain denominational
schools of their own.
85907-46--pt. 4---2
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SOn close examination this supposed analogy breaks down. In the
case of compulsory health insurance, Christian Scientists cannot take
advantage of the supposed health provisions at all, because it is a
violation of the tenets and teachings of Christian Science for Christian
Scientists to accept and rely upon medical treatment. They have to
have their own form of treatment, or none at all if they are to stick to
their religion.
In the case of denominational schools, it is .not a violation of the
tenets and teachings of their religions for parents of these denominations to send their children to public schools; and they do so in great
numbers.
Christian Science is a system of healing as well as a religion.
Healing the sick through Christianly scientific prayer is an essential
religious element. Christian SEientists believe that reliance upon
material methods of healing is incompatible with reliance upon divine
aid; and that it is not correct under divine law to rely upon both.
RELIGIOUS FREEDOM IS A CONSTITUTIONAL RIGHT

Christian Scientists know that the right of religious freedom is a
constitutional right-a right which the majority of people wish to see
preserved. They also know that, although their method of treating
the sick runs contrary to the prevailing systems of today, it is an
integral part of their religion and therefore a constitutional right.
They note with alarm that proposed plans for health insurance
threaten to trample upon this priceless right, by establishing such
so-called insurance on a strictly medical basis under the supervision,
regulation, and administration of medical men, and according to
medical standards.
In these hearings it seems to have been assumed that health is
merely an economic or physical issue. Many million beneficiaries of
spiritual healing would, with eminently good reason, question that
assumption.
And I may interpose here that the United States census listed about
40 denominations that depend upon divine healing.
They would insist that this committee and the proponents of compulsory health insurance on a national scale face and answer the following question:
Is there any more warrant for establishing a state medicine designed
to embrace everybody than for establishing a state religion ?
State medicine is imperialism, not democracy. It savors of the
one-party system of our recent enemies whom we have poured out
blood and treasure to destroy. If, as we insist, healing is an integral
part of a religious faith and practice, any attempt to fasten upon this
country a compulsory tax-supported system of health insurance is an
interference with that freedom of religion guaranteed by the Bill of
Rights.
It in no wise clears away this obvious illegality to assert, as has
been asserted in these hearings, that nobody will be compelled to
accept medical, surgical, hospital, or nursing services contemplated
under Senate bill 1606. The requirement to pay taxes violates constitutional protection of religious freedom no less than would universal
requirement to submit to compulsory medicine or hospitalization or
I
emperor worship.
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To deny us the right to make freely our own decisions in matters
of faith and health is indeed a very thinly disguised form of
atheism.
Would you dare to force us to accept and pay for a system of health
insurance in the fact of testimony before this very committee by the
highest health authority in our Government that confronted, for
example, by the common cold, his profession has no preventive remedy ?
Lest someone should gain the impression that those who depend
upon spiritual means for healing might become a menace to the health
of the rest of the people, it should suffice to appeal to the record.
Any insurance or health authority will tell you that we are law-abiding
people and "good risks." We constitute no danger to public health,
but on the contrary, are a distinct asset to it.
We come before this committee not as opposing any system of
medicine or surgery or health regimen. We do not desire to impose
our way of thought or healing upon anybody. We believe in voluntary
acceptance or rejection of political, religious, or medical beliefs.
There is room in this broad land of ours for a great variety of
patterns of effort and belief, and experimentation. There is plenty
of work for all of us to do.
We simply ask that we be permitted to enjoy the same freedom
which, as American citizens, supporting the American way of life,
we are trying to sustain for others. For that reason our plea is not
merely for the hundreds of thousands depending upon spiritual means
for healing, but on behalf of all the American people whose fundamental.freedoms are threatened by this projected legislation.
Therefore, with all the strength we can summon we must and shall
continue to oppose this specious offer of insurance to the American
people as a none-too-subtle invasion of their basic constitutional rights
and threatening to impose an undeclared but inevitably huge financial
burden upon them. We oppose a very obvious and burdensome evil
masquerading as a contingent good.
Christian Scientists urge you to beware of this latest form of a
benevolent despotism which we had hoped our forefathers swept away
a century and a half ago. We urge you not to attempt to force healing
effort into a single mold, but to rally all the health potentialities of
our country, to encourage them to the highest voluntary effort.
We urge you to beware of unleashing the forces of fear passivity,
dependence upon materiality and tyrannical bureaucracy which would
inevitably plunge us into deeper misery than what you seek, we
believe inadvisedly, to relieve by this proposed legislation.
I ask leave, then, to submit certain pertinent articles reprinted
from the Christian Science Monitor.
The CHARMAN. They will be accepted for the record.

(The articles referred to are as follows:)
MISTAKEN CLAIMS

FOB

SOCIALIZED MEDICINE

(By A. M. Simons, Former Assistant Director of the Bureau of Medical Econom-

ics of the American Medical Association)
Many fallacies regarding compulsory sickness insurance are being circulated
by its advocates in the United States. Generally they speak with no personal
knowledge of the European system they would introduce here, for its American
students are few. Bpt to one who has investigated government sickness insur-
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ance abroad first hand, as I did prior to the war for the book of which I was
coauthor, The Way of Health Insurance, the weakness of much of the current
propaganda is self-evident.
The popular arguments in behalf of compulsory sickness insurance have become standardized through constant repetition. Refutation of most of these
claims is written clearly in the working of all existing systems.
Appeals for socialized medicine'begin with evidence that sickness is greater
and medical care inferior in the low-income classes. This no one denies. But
this condition has by no means been removed where sickness insurance is most
extensive and has been longest established.
For many years, both before and after sickness insurance was adopted in
Great Britain, the official vital statistics have shown that those with assured
and adequate income have had the advantage in longevity over the lower income
groups. Similar statistics disclose the same situation in practically all other
populations covered by compulsory systems of sickness insurance.
An official investigation also showed that the average days lost by sickness in the
insured population increased steadily and rapidly during the first years of insurance and have not declined since.
Next comes evidence that rural districts have fewer, older, and less-welltrained physicians in proportion to population than the larger cities and that
these physicians must work with inferior medical equipment. The indictment
is true, but the invariable conclusion that a politically operated system of insurance is the remedy has no basis in fact.
A committee representing practically every European country having sickness
insurance made a report on medical service in rural districts to the International
Labor Office shortly before World War II. The conditions described are just
the same as those so often delineated as existing in the rural United States, and
which are held to demonstrate the need for national sickness insurance.
Everywhere rural physicians were older, fewer, with inferior education and
less ambition than urban practitioners, and they were forced to work with more
inadequate facilities and to receive smaller incomes.
An official German report on rural medicine found districts where there was
but 1 physician for 3,000 and even 5,000 population, which is worse than ever
existed in the prewar United States.
Proponents of political action in the medical field always list the millions of
man-hoUrs lost to production in the United States because of the illness of
workers. They say nothing about the fact that European insured workers lose
from 50 to 100 percent more days per year than the residents of this country
who are not compelled to receive medical care under Government supervision.
There is much evidence that compulsory insurance in many countries has features which create much of the "sickness" which is treated. This is especially
true where the physician must give certificates of illness entitling the patients
to cash disability payments while sick.
It is indisputable that the amount of "recorded illness" given in official reports
shows a steady increase year after year.
Many medical writers claim that both the name and the disease known as
"traumatic neurosis" came into existence with cash compensation for injuries.
Statistics of the German sickness insurance show that what was known as disabling illness during the period of monetary inflation varied in much closer
correlation with the value of the marks paid during such disability than with
any element supposed to influence health.
Advocates of compulsory insurance are just now making use of the large number of rejections by draft boards in support of their cause. They never break
down those figures to show how many were rejected for "Iliteracy," in spite of
free and compulsory education. Neither is there usually any mention of the
percentage of physical disabilities which cannot be prevented or cured by medical
care.

No one mentions the fact that the percentage of rejections is fixed by the
standards of acceptance and that in no other country are these so high as in the
United States. If the standards required physical perfection, few would be chosen.
Since the whole argument is designed to prove that compulsory insurance would
reduce the number of rejections, it would seem natural to cite the many countries
that have operated the sort of governmental systems that are being urged for
adoption here as proof of the inferiority of American medicine.
This comparison is never made, which suggests that some of those who are
using this argument may be aware that such countries were all compelled to set
lower standards of acceptance for military service and then were unable to show a
smaller percentage of rejectees.
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It is also notorious that many were refused because of psychiatric difficulties.
Because of-the general acceptance of the need of restraint in at least some
psychiatric ailments, which sometimes involves legal action, this form of medical
care has been generally entrusted to governmental institutions. The result has
not been such as to encourage further incursions of political activity in the field
of medicine.
The current investigation of the Veterans' Administration emphasizes these
facts. Here there is no question of dishonesty, but only of incompetence which,
in human relations, may be even more cruel. Some of the leading advocates of
governmental sickness insurance are now pointing out in the medical service of the
Veterans' Administration all the weaknesses and worse to which they are blind
in compulsory sickness insurance. In both, the service is superficial, hurried,
impersonal, scientifically antiquated. As the Germans long said of the care
furnished by their Government, "Es ist immer von zweite Klasse" (It is always
second class).
Another claim for compulsory insurance which experience refutes is that it
encourages preventive medicine. The argument has a logical sound. There will
be free access to physicians. Certainly everyone will receive regular "physical
examinations," and will go to his physician whenever a slight discomfort may
indicate an "incipient" disease which might develop into a dangerous one.
Actually, no insurance system has ever proposed regular comprehensive exami-'
nations. Their administrators all shudder at the threatened cost. Insured persons do not seek medical care early in case of threatened disease. The reasons
thereof are not so clear that it is safe to be dogmatic. There is considerable
evidence of a lack of confidence in the judgment of the physicians that practice
under government supervision.
There are many things in the field of health that government can do, and that
cannot be done without governmental compulsion. Such are sanitary measures.
But untrained politicians cannot exercise supervision over standards of medical treatment and equipment or adjust the human relations between patient and
physician. Yet, every proposed State or National law for compulsory sickness
insurance proposes, intentionally or not, to do just these things.
Better health results can unmistakably be obtained in the United States through
voluntary methods rather than by resort to compulsory sickness insurance.

HEALTH INSURANCE: COBT.Y EXPERIMENT
18 GENERAL TAXPAYER READY TO MAKE UP ANY DEFICIT THE WORKER CANNOT. O
WILL NOT PAY?

By Elizabeth W. Wilson
Politicians who tell the public that compulsory health insurance would cost
only 3 percent of the insured worker's pay roll are overoptimistic. It would cost
almost twice that. Moreover, these expenses would undoubtedly increase over
the years and would be an important factor in ultimately raising the total cost
of social insurance to about one-fourth of the pay roll, an eventuality which experts consider entirely possible.
Even in the early years of Government health insurance, the cash benefitsthese include indemnification for wage loss for both temporary and protracted
illness as well as certain minor benefits--would cost almost 2 percent of the
pay roll. The medical benefits, which would include medical care, drugs, and a
limited amount of hospitalization, dental care and nursing, would cost twice
that.
The proponents of compulsory health insurance have said that the $7 a month
which the average worker, who makes about $2,100 a year, would be required to
pay as his whole social-security tax would be only slightly more than his present
medical expenses. There are several fallacies in this argument.
In the first place, the $7 a month would not cover all medical expense. The
Wagner-Murray-Dingell bill of May 1945 specifically provides that physicians,
dentists, and nurses may require each patient to pay a small fee "with respect
to the first service or each service in a period of sickness." The worker must
realize, too, that there would be fewer free clinics, since they would be ostensibly
unnecessary once health insurance was inaugurated.
Because of the unavailability of personnel, the dental and home-nursing benefits "shall have such a restricted content as the Surgeon General shall deter-
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mine." This means that if the worker or his family needed services outside
the "content," he would have to pay for them.
Furthermore, "the maximum number of days in any benefit year for which
any individual may be entitled to hospitalization * * * shall be sixty"; the
Surgeon General may increase this number as funds permit. However, in the
case of long-continued illness, the worker must pay.
Second, if the worker should not happen to like the insurance doctors in his
neighborhood, he would probably follow the example of many of his British
confreres and go to a private physician. Of course, he would have to pay this
doctor's fee despite the fact he had paid for medical attention through his taxes.
Third, only about half of the expense of the system would be paid by the
deduction from the worker's wages. The remainder would be met by a similar
tax on the employer. This would amount, virtually, to a compulsory wage boost
for the employee. Many economists believe that such a levy would so upset the
economic system that, in the end, the worker will have to pay both his own
and his employer's taxes.
This might happen in any one of a number of ways. The price of goods might
go up, and his wages buy less. The employer might substitute machinery for
some workers, and cut production to lay off others. Unemployment would re.
suit, and a wage cut would follow. Certain economists contend that the resulting wage plus the employer's tax would just equal the former wage. If such a
contention is true, the worker will have to decide whether health insurance is
worth 6 percent of his income to him. That is almost half again as much as he
now pays-on the average-for medical attention.
In the fourth place, there is no guaranty that the cost would continue to be
only about 6 percent of the pay roll. In Germany the per capita cost increased
sixfold in 45 years. In England, it almost trebled, 1921-27. This was caused
by the liberalization of benefits and increased claims, many of which, experts say,
were due to malingering. Since the proposed system for the United States
would be fairly comprehensive from the outset, such a large increase in cost
probably would not take place here. It is entirely possible, however, that the
cost in, say, 2000 A. D. would be two or three times as large as that of 1950.
For instance, it has been estimated that the cost of the medical benefit plus
the cost of the cash benefits paid to those in the first 6 months of illness would
increase from something like $4,000,000,000 to $10,000,000,000 a year. Worse
still, during the same period, the cost of cash benefits paid to those who have
protracted illnesses would mount from between $200,000,000 to $300,000,000 to
more than $2,000,000,000.
Other social insurance benefits will also become more and more expensive.
Fifty years hence, aged workers, widows, and orphans will be receiving between
$7,500,000,000 and $13,500,000,000 a year. In times of depression the unemployed
will get another $10,000,000,000. Formerly, the American worker pitied the
German worker who, in pre-Nazi days, had almost 30 percent of his wages taken
in taxes. It is not impossible that the American worker may ultimately pay
almost 25 percent of his wage, either directly or indirectly, for social-security
taxes alone. Already the benefits proposed for railroad workers would cost more
than 20 percent of their wages-and no health insurance is included
Of course, the proponents of the extension of social-security benefits say, "Let
the general taxpayer make up any deficit that the worker cannot or will not pay.'"
There are three cogent arguments against this. In the first place, only a part
of the citizens of the United States would be included in a national system of
health insurance. Today, only about half of the workers are covered by social
insurance. Even under the expanded coverage of the Wagner-Murray-Dingell
bill only about three-fourths of the population would be covered. Is it true
democracy to use public funds to benefit only a certain class?
Second, the worker, who has already paid what he feels he can afford for social
insurance, would be taxed further in his role of general taxpayer. It seems
probable that any extension of personal income taxes will be made largely at the
expens , of the lower-income groups.
Finally. the "general taxpayer" may well become overburdened with taxes.
The cost of the Federal Government alone will never, according to President Truman, fall below $25,000.000.000. There ought to be ultimately certain amortization chnrsres. State and municipal governments will take another $10,000.000000 at least. These definite government expenses would equal at least one-third
tho probable national income.
The worker should realize that it is not to his Interest to drain off all excess
income above running expenses and taxes from even the income-receiving class
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and business. From this excess, business is expanded and research, on which
greater productivity depends, is promoted. The rise in the worker's real wage
depends on the expansion of business and increase in his productivity. Without
them, the ever highter taxes will bear more and more heavily on the laborer. That
is what Prof. T. N. Carver meant when he cautioned that it is important that the
money raised "to provide social security should not be raised in such a way as to
create social insecurity."

The CHAIRMAN. Any questions, Senator?
Senator DONNELL. Dr. Todd, approximately how many of our citi-

zens are Christian Scientists?
Mr. TODD. We are forbidden by the basic manual of our denomination from giving out the figure. We do not depend upon numbers, but
I can say, for your informationSenator DONNELL. Pardon me, Doctor. I do not mean to interfere.
Mr. TODD. I can answer it this way: We do not reckon any longer
in thousands or hundreds of thousands.
Senator DONNELL. That is sufficient, Doctor.
Mr. TODD. It goes over into the millions.
The CHAIRMAN. Thank you, Doctor.
Mr. TODD. Thank you for your courtesy.
Senator DONNELL. Doctor, if that answer in any sense violates your

rules I am sure we will all agree that that part may be deleted from the
record.
Mr. TODD. No; that may stand in the record.
The CHAIRMAN. Thank you very much.

Mr. TODD. Here is the official copy of my statement.

The CHAIRMAN. The next witness will be Elizabeth W. Wilson, of

Cambridge, Mass.
Good morning.

STATEMENT OF ELIZABETH W. WILSON, PH. D., ASSOCIATE,
ACTUARIAL SOCIETY OF AMERICA
Dr. WILSON. Good morning.
The CHAIRMAN. Miss Wilson, will you state your full name?
Dr. WILsoN. Elizabeth Webb Wilson.
The CHAIRMAN. Of Cambridge, Mass.?
Dr. WILSON. Of Cambridge, Mass.
The CHAIRMAN. Whom do you represent?
Dr. WILsON. Only myself.
The CHAIRMAN. Only yourself. Do you wish to state in the record

anything with reference to your background?
Dr. WILSON. Why, I think that is not necessary. It is in Who's
Who.
The CHAIRMAN. That is right.
You may be seated, if you wish, and proceed with your statement.
Senator DONNELL. Pardon me, Mr. Chairman. If Dr. Wilson
would have no objection, I would personally like to see in the record
just a brief statement of her experience, if she does not mind giving it
for the record.
Dr. WILSON. I am a Ph. D. in economics and statistics.
NOTE.-The author, Elizabeth W. Wilson, has spent 15 years studying the actual work-

ing of compulsory health insurance in various countries of the world.

Her last article,

Pitfalls in Compulsory Health Insurance, appeared in the magazine section of the Christian
Science Monitor on February 9.
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I am also an associate of the Actuarial Society of America. I am the
first woman to be seated in the International Actuarial Conference.
For a time I was associated with the office of the Actuary of the
Social Security Board.
I have been studying the question of health insurance for the past
15 years and wrote my doctor's thesis on that.
Senator DONNELL. You hold your Ph. D. from Radcliffe ?
Dr. WILSON. I hold my Ph. D. from Radcliffe, although I got my

baccalaureate from George Washington University in Washington.
Are you ready for the statement?
The CHAIRMAN. Yes; you may proceed.
COSTS OF HEALTH INSURANCE WOULD STEADILY RISE

Dr. WILSON. Under the terms of S. 1606 the liberality of the medical

benefits is limited only by the amount of money in the account and
the desires of the Surgeon General, and the ambiguity of section 212
makes it uncertain whether the amount of money in the account
places a valid limit on the expenditures.

It has been the experience in all countries with compulsory health
insurance systems that competition between administrative agencies
and/or political pressure have forced inadequate benefits to become
more and more adequate, as the years pass. The political pressure
which will be exerted toward the same goal here will be tremendous,
since 85 percent of the population will be covered.

What, then, will be the cost of adequate benefits? Again, it is
within the power of the Surgeon General, and/or the Federal Security
Administrator, to decide. They will have practically dictatorial control in fixing the fees to be paid to doctors and hosiptals. The bill
adjures him to pay "fair, reasonable, and equitable compensation."
The proponents of the bill contend that many doctors will get more
than they do today. If that is the case, it hardly seems probable
that on the average the compensation to doctors and hospitals will be
reduced.
ESTIMATES OF COST

On that assumption, it is fair to cite recent estimates of what adequate benefits would cost. Estimates of the annual cost of the medical hospital benefit range from $16 per family to $66.97 per capita,
but there is a decided concentration around a modal value of $25 to
$27. The Heller committee reported that $24 was the minimum for
good care.
Senator

DONNELL.

Pardon me. Dr. Wilson.

You mean per in-

dividual?
Dr. WILSON. Yes. Per individual.

The Lee-Jones estimate was
Senator DONNELL. And the figure, the modal value of $25, you are

likewise referring to the cost per individual?
Dr. WILsoX.- Per individual: yes.

The only per family estimate I have here is the $16 of the Department of Agriculture.
Senator DONNELL. Thank you.
Dr. WILSON. The Lee-Jones estimate was $25.30. The Permanent
Foundation found that it cost about 50 cents a week to finance the
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medical cost for a worker in the Kaiser shipyard at Oakland. This
was the same figure that the Ileagerty committee reported to the

Parliamentary Committee in 1943.
In 1939 the Bureau of Medical Economics made a scientific study
of the costs and derived a value of $26.55. The Ross-Loos Clinic and
the Trinity Hospital Clinic in Little Rock, Ark., both charge their
members $2.50 a month. From this, it seems patent that medical and

hospital care alone will cost about $25 a year or 4 percent of the
worker's covered wage. This, by the way, is the cost of the LaGuardia
plan for New York City employees.
The cost of an adequate dental benefit is not so certain. It is true

that in the early years of the system, fully adequate benefits would
not be possible because of lack of personnel. but with governmental
scholarships, and adequate compensation guaranteed dentists, this
lack will be of comparatively short duration.
How much will an adequate dental benefit cost a year ? The Heller
committee says $20; the Lee-Jones estimate is $11. The Beck-Jessup
survey indicates that 1 percent would be enough for routine care, but
5 or 6 percent would be necessary if full repair work were included.
An estimate of 2 percent seems extremely moderate, but even this,
would entail an over-all charge of 6 percent in toto under present
conditions.
But conditions change. In England the per capita medical cost
doubled, 1917-27. In Germanyf it was nine times as great in 1930
as it was in 1885. The same factors which led to increasing costs
there, are present here.
Besides more and more adequate benefits, the population is aging,
and Dr. Michael M. Davis has estimated that people over 65 require
twice as much care as younger people do. Doctor-demanding disabilities, such as influenza, accidents, nervous diseases, and chronic
troubles are increasing. Moreover, the concept of "adequate care"
is becoming more and more expensive.
Finally, the introduction of a health-insurance system increases the
demand for treatment. Workers want to get their money's worth.
In fact, a group of German doctors estimated that before the war,
two-thirds of their time was consumed by patients who were not really
ill.
It is not improbable that before the medical costs are stabilized they
will amount to at least 9 or 10 percent of the covered pay roll. Moreover, there will probably be a wage-loss benefit which, with the invalidity benefit, will cost 2 percent of the pay roll at the beginning,
and at least twice that ultimately. The unemployment compensation
will cost another 2 percent. Actuaries estimate that the old-age and
survivorship benefit will cost 12 percent by 1990.
This means that more than one-quarter of the pay roll will be necessary to finance social security alone. Other expenses of the Government will amount to at least $30,000,000,000, and there is the huge
debt to be retired. If the Governments, State and Federal, take onequarter of the national product, we cannot have an expanding economy. It is only through such an economy that the American workers
can hope for a rising living standard on a firm foundation.
The CHAIRMAN. Miss Wilson, you say you have devoted your life,
mostly, to a study of the questions of health insurance ?
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Dr. WILsoN. Yes, sir.
The CHAIRMAN. Have you ever been employed by the Social Se-

curity Board?
Dr. WILSON. Yes.

I was with the office of the actuary of the Social

Security Board for a period during the war, but I was ill and had
to leave.
The CHAIRMAN. How many months were you there?
Dr. WILSON. I was there, I think, about 7 months, if I remember

correctly.
The CHAIRMAN. Seven months.

What type of assignments did you
have while you were with the Social Security Board?
Dr. WILSON. I would take books and articles and review them and

make reports on them.
The CHAIRMAN. Most of your work has been of that kind?
Dr. WILSON. In that work; yes.
The CHAIRMAN. Well, in your general work.
Dr. WILSON. I write.
The CHAIRMAN. Your studies have been mostly devoted, though,

to reviewing books of that character relating to these subjects?
Dr. WILSON. To a certain extent.

Of course, I am a scientist;

that is, in the sense that I am an actuary and havq studied along
scientific lines.
The CHAIRMAN. But you have not gone out in the field and made
a personal study
Dr. WILSON. No. I have done it just by the armchair.
The CHAIRMAN. You take a book that is already written?
Dr. WILON. Yes.

The CHAIRMAN. And articles that are already written by .others,

and you go over them, and you make your deductions from those
studies?
Dr. WILsoN. From the statistics; yes.
The CHAIRMAN. IS this work the basis of your knowledge of social

insurance questions in foreign countries?
Dr. WIsoN. I have taken the official statistics.
The CHAIRMAN. Yes.
Dr. WILSON. Of the foreign countries, and have gone into that

from that?
The CHAIRMAN. Yes.

But you have not visited those foreign

countries and actually gone into the field and made a search?
Dr. WILSON. Oh, no.
The CHAIRMAN. Well, now, you have not made studies of that

kind in the field of foreign plans?

Dr. WILSON. Oh, no. It is entirely on the basis of statistics.
The CHAIRMAN. I see.

Now, what was it that impelled you to undertake that kind of
a study of health insurance plans of foreign countries?
Dr. WILSON. Well, I wrote my doctor's thesis on it.
The CHAIRMAN. Were you employed by anyone to carry out those

studies?
Dr. WILsoN. NQ. I did it on my own volition.
The CHAIRMAN. You did it without being under the auspices of

any organization?
Dr. WILSON. Absolutely.
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The CHAIRMAN. You were not compensated by any organization?
Dr. WILSON. No.
The CHAIRMAN. You did it of your own volition?

Dr. WmsoN. Except for the work I did in the office of the actuary
of the Social Security Board, I did it of my own volition.
The CHAIRMAN. I see. And you sold articles to papers and
magazines?
Dr. WLsoN. Yes.
The CHAIRMAN. How many articles and books have you sold deal-

ing with this subject I

Dr. WILSON. I have sold two to the Christian Science Mbnitor,

one to Barron's, and there are two other articles which I have not
been paid for, so I cannot say I have definitely sold them, but they
have been accepted.
The CHAIRMAN. That is the extent of it?
Dr. WILSON. Yes.

The CHAIRMAN. What is Barron's?
Dr. WLsoN. Financial Weekly.
The CHAIRMAN. Barron's Financial Weekly ?
Dr. WILSON. Yes.

The CHAIRMAN. You sold articles to that magazine
Dr. WILsoN. Yes.
EXPERIENCE IN GREAT BRITAIN

The CHAIRMAN. In your article in Barron's Weekly, I noticed that

you state, and I quote:
It is not surprising that the workers distrusted this type of medicine. In
1936 about 600,000 British workers distrusted this type of medicine. In 1936
about 600,000 British workers renounced their right to medical care under the
insurance system by failing to register on the panel.

That is one statement you made ?
Dr. WmsoN. Yes. I have forgotten what the reference was.
The CHAIRMAN. You got that from some other publication
Dr. WILSON. Some other publication, but I have forgotten the reference.

The CHAIRM3AN. You do not know whether it is accurate or not, of
your own knowledge?
Dr. WILSON. Not of my own knowledge; no.
The CHAIRMAN. You just accepted it some place you found it and
stated and assumed it was correct?
Dr. WILON. Some place where I trusted the author.
The CHAIRMAN. What do you mean when you use the words "renouncing the right" I
Dr. WISON. They did not avail themselves. Perhaps I should have
said that.
The CHAIRMAN. They did not actually record in any way their dissatisfaction of the services, did they
Dr. WILsoN. Well, the point is,
Senator Murray, that if they should
use that service of the insurance doctor they had to register on a panel.
The CHAIRMAN. And you thought because they failed to register at
the time that they had renounced their rights?
Dr. WILSON. Well, they would go to other doctors.
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I have heard tales of people--now, as I say, I have not been therebut I mean I have heard of workers who have said that they did not
think much of the insurance medicine and they would prefer to pay
the doctor.
The CHAIAMAN. You have heard gossip of that kind going on ?
Dr. WILSON. Of that kind.
The CHAIRMAN. Just the same as we hear gossip in this country on

many subjects, but you do not accept gossip of that kind as a basis on
which to carry on scientific studies and publish articles for the education of the American people, do you?
Dr. WILSON. If I think the source is reputable, I see no reason to

not accept it.
The CHAIRMAN. Well, now, what gossip did you accept, then, as a

good source that you based that on?

Dr. WILSON. Well, Dr. Falk's book on that security.
The CHAIRMAN. You accepted Dr. Falk's work ?
Dr. WILSON. I think that some of his work in his researches on Ger-

many are things I think are very good.
The CHAIRMAN. You have a very high respect for Dr. Falk ?
Dr. WILSON. I have a very high respect for some of his work.
The CHAIRMAN. Now, in connection with this particular statement

you have made here, you put that out as an authoritative statement ?
Dr. WILsoN. I cannot tell you where that came from, but I know I

would not have taken it if it had not come from a source I thought
reputable.
The CHAIRMAN. But you cannot give the exact source ?
Dr. WILsoN. I cannot give the exact source right off.
The CHAIRMAN. Did you check with the British authorities in order

to determine the truth or the accuracy of that statement?
Dr. WILSON. No; I did not.
The CHAIRM \N. So you were depending entirely upon your recollection that you received that information from some source, the exact
source you do not know ?
Dr. WILsoN. I do not remember.

The CHAIRMAN. Now, I have some statistics here from the annual

report of the British Ministry of Health.
Dr. WILSON. Yes.
The CHAIRMAN. It shows that in 1936 the situation over there was

different.
, And I would like to call your attention to this. This is entitled,
"England and Wales, 1936, Distribution of Number of Insured, by
Method of Receiving Medical Benefits."
Dr. WuILON. Yes.

And then it proceeds to say, "Total," number of
insured by method of receiving medical benefits, 16,320,000-100 percentage.
"On lists of insurance practitioners" there were 15,732,597 people, or
96.4 percent.
The

CHAIRMAN.

"On lists of approved institutions" there were 152,606, or 0.9 per-

cent.
"Making their own arrangements" were 14,643, or 0.1 percent.
"Not yet selected the method of receiving treatment" were 420,154,
or less than 3 percent.

NATIONAL HEALTH PROGRAM

1929

That is the statement issued by the Ministry of Health.
Dr. WILSON. I had not seen that statement. I am interested in it.
The CHAIRMAN. If you had seen that statement before you wrote

this article of yours, you would have given consideration to this official statement ?
Dr. WILsoN. I certainly would have.
The CHAIRMAN. Yes. You would have.

Now, Miss Wilson, I will ask that all this be taken in the record.
Miss Wilson, it appears that the 600,000 to whom you refer as
"renouncing their rights" are simply insured persons who have not
as yet selected a panel doctor but may do so at any time in case they

require medical services. Is that true?
Dr.-WILsoN. I would have to go into that a little bit more.
The CHAIRMAN. You say there are 600,000 that renounced their

rights
Dr. WILsoN. Yes.
The CHAIRMAN. Those 600,000 could at any time come in and select

a panel doctor and get their medical care.
Dr. WILSON. If they choose to.

If they choose to. And you would have no
means of inquiring into their mental processes?
The CHAIRMAN. Yes.

Dr. WLsoN. No.
The CHAIRMAN. And satisfy yourself that they do not intend to

do that?
Dr. WILSON. That is perfectly true.
The CHAIRMAN. I wish also to call your attention to the fact that

in 1936, the year to which you refer, less than 3 percent of the insured
failed to register, indicating the great popularity of the program.
Did you know that less than 3 percent had failed to register?
Dr. WILsoN. Well, though you would say this is gossip, I have
heard it on good authority.
The CHAIRMAN. Yes.

Dr. WILsoN. That they register, and then call other people for
whom they pay.
The CHAIRMAN. You have heard that?
Dr. WILSON. I have heard that.
The CHAIRMAN. Of course, you did not consult the British Ministry

of Health to determine the accuracy of those rumors you got on that
subject?
Dr. WimoN. No; I have not.
The CHAIRMAN. And of course the correct way of determining tne

truth of the matter would be to go to the records and get it there, would
that not be true?
Dr. WILSON. Yes.

The CHAIRMAN. In your article in the Christian Science Monitor

of February 9, on foreign health insurance, you stress the practice of
approved societies in England of granting additional benefits and
conclude with the following words:
These generous benefits and the ever-higher morbidity rates.have resulted in a
decided increase in the per capita costs.

Dr. WIsoN. Yes.
The CHAIRMAN. Do you know under what circumstances approved
societies furnishing insurance are able to provide additional benefits?
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Dr. WILsON. Why, my understanding is that these approved societies have furnished quite a number of additional benefits.
I remember that two-thirds of the workers had access to dental benefits in 1942.
The CHAIRMAN. Where did you get that information?
Dr. WILSON. I am trying to remember. You know, I have-not my
notes here.
The CHAIRMAN. You have not any authoritative records upon which
you base that statement?
Dr. WILSON. I think it was from the Ministry of Health.
The CHAIRMAN. What report was it?
Dr. WILsoN. I cannot give you that.
The CHAIRMAN. You just think it was
Dr. WILsoN. I think it was; yes.
The CHAIRMAN. IS it not correct that these additional benefits are
paid from surpluses determined by the evaluation of the Government's
actuaries ?
Dr. WILSON. That I know something about, Senator.
The evaluations there take place and are not reported for several
years after the expenditures are maae.
It takes several years for those reports to come out, and it is under
those circumstances that the report which was made just before the
beginning of hostilities showed that there were more and more societies
which showed deficits.
SI think it was the fifth report which showed a good deal more societies with deficits than before.
The CHAIRMAN. Do you know if any of these societies became insolvent because of the payment of additional benefits?
Dr. WILsON. Well, they were paying additional benefits, and they
became insolvent.
The CHAIRMAN. What is the basis of your statement that because of
increasing morbidity and additional benefits the costs have climbed
steadily ?
Dr. WILSON. Well, the point is, the administrative health has reported that there have been more and more additional benefits given.
That is-as I say, I have not the notes here to tell you just where this
is--but there have been more and more, such as dental benefits, and the
claim rate increased steadily.
I have got those figures here, if you would care to hear them.
Would you care to hear the claim rate figures?
The CHAIRMAN. The what?
Dr. WILSON. The claim rate figures for these benefits.
The CHAIRMAN. You may introduce that if you wish.
If you are not able to find it, it is all right.
Dr. WILSON. I am sorry. I thought I had it right in that thing.
The CHAIRMAN. Well, now, I have here some data showing that in
1921 the expenditure per insured in England and Wales for statutory
medical benefits was 14 shillings and 9 pence, and by 1938 it had
declined to 12 shillings and 2 pence.
During the 18-year interval it was never as high is in 1921, yet in
your article you say that the costs between 1921 and 1927 doubled.
How do you account for that I
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Dr. WILON. Because I have not seen your figures, but I know that
in the reports of the Ministry of Health in 1921, in England and
Wales, and I have this combination thing, I know the per capita cost
was very much higher in 1927 than it was in 1921.
The CHAIRMAN. 1927 than in 1921.

Well, in 1927 it was 12 shillings and 7 pence and in 1921 it was 14
shillings and 9 pence, so it was less than in 1921.
Dr. WILSON. Well, your data and mine are not the same.
The CHAIMAN. I see. You have not these figures. You are just.

using your best recollection.
Dr. WILSON. I got mine from the report of the Ministry of Health.
The CHAIRMAN. I ask that there be printed in the record at this

point, Expenditures for Statutory Medical Benefits Under the British
Health Insurance Act, England and Wales, 1921-38."
Senator DONNELL. That is taken from what Mr. Chairman?
The CHAIRMAN. Taken from the British Health Insurance System.
(The figures referred to are as follows:)
Expenditures for statutory medical benefits under the British Health Insurance Act,
England and Wales, 1921-88
Cost of

1921

---...................

medical
benefit per
insured
s. d.
................... 14 9 1930.--..

1922.........................................
1923--------.....
--...--........ ........-- -- - - - - - - - - -- -- 192 4 -. - - - - - - - .........
1925..--.--.....------...---------....-...

1926....--....--..--..---.......---------.....-----....-......--...---.......--...
i92 ..........................................
---.......................................

----------

--

13 1
12 9
12 0
12 8

Cost of

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

......

medical
benefits per
insured
s. d.
... _
_ 12 4

1931.-..............
---------------------- 12
1932----------------------......
--------11
1933..-----------......-..--..
------12
1934.....--...--......
----------------11

6
1
9

12 8 1935 -..-..--..------------------..
--------- 12 3
12 7 936---....---------------------------.
12
5
12 5

1937-------------------------...---..........
12 8 1937--------------------------------12
128
12

9

1938..---

-------

-----..............

12

5

2

Source: Great Britain, Exchequer and Audit Department national health insurance fund accounts
1917-1938.

Senator PEPPER. Mr. Chairman, I have some other figures on that
particular point. I would like to insert them.
The CHAIRMAN. Yes.

Senator PEPPER. The data I have, Miss Wilson, is that the health

insurance costs in England and Wales for statutory medical ben'efitsexclusive of administrative costs-were 8,846,496 pounds in 1921.
The costs for statutory medical benefits in 1927 were 8,600,115
pounds, actually less than the amounts spent in 1921.
Dr. WIL80N. It is not a questionof statutory benefits, Senator Pepper. It is a question of the amount expended by the whole system.
Senator PEPPER. That is what I was giving. But this does not tell
the whole story, since the number of persons entitled to medical benefits was 13,126,627 in 1921, and 14,341,700 in 1927, an increase of 9.
percent, with a decrease in expenditures of some 3 percent.
Dr. WILON. For the statutory.
Senator PEPPER. Yes; in other words, the per capita expenditures in
1921 were £0.67. By 1927, these had decreased to £0.60, a reduction of
11 percent instead of a doubling.
Dr. WILsoN. Well, I did not say the statutory benefits. I said the.
total benefits expended by the system.

1932
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PEPPER.

My data says, if I may again submit it, these re-

lationships would not be altered were we to include administrative
costs, which for both cash sickness benefits and medical benefits
amounted to about 15 percent of the aggregate disbursements. The
costs of statutory benefits under the British Health Insurance Act
since 1927 have shown no significant increase. In 1927, the per capita
cost was £0.60. For 1938, it was £0.61, essentially the same, and significantly less than in 1921. The maximum expenditure for statutory
health services could not exceed 13 shillings, including administrative
costs, and so on.
Dr. WILSON. Yes, but that did not include the additional benefits.
Senator PEPPER. Well, of course, if additional benefits were con-

ferred between 1921 and 1927, you would not say that the same items
were costing twice as much.
If you pay for more of anything, you.probably have to pay more
for it.
Dr. WILSON. That was the point I am making, that the services keep
on increasing.
Senator PEPPER. Now, again, if I may call your attention to this
data-

Dr. WILsoN. Surely.
Senator PEPPER. There has been an increase in the expenditures for
additional treatment benefits.
These benefits are financed by acturial surpluses which approved
societies have. After each 5-year actuarial evaluation, approved
societies are authorized to spend a designated fraction of their surpluses for additional benefits. A small amount of this surplus is used
for additional cash benefits, but the bulk of it is used for additional
medical services, mostly dental and ophthalmic services. In 1921,
the cost of additional medical benefits for England was £626,627.
No figures were readily available for Wales. In 1927, these expenditures were higher than they have ever been prior to the war, £3,316,000
for England, and £3.455,973 for England and Wales. Since 1927, the
amounts have fluctuated between £2.1 and £2.9 million for England,
and £2.2 to 3 million for England and Wales.
But even considering the aggregate expenditures for medical benefits, both statutory and additional treatment benefits, the costs were
not doubled between 1921 and 1927.
The aggregate expenditure for medical benefits in 1921 was
£8,876,627 for England. The corresponding amount for 1927 was
£11.366,000, an increase of 28 percent.
In the meantime, there was an increase in over-all insurance coverage of 9 percent.
Per capita costs are not as meaningful for additional treatment
benefits, since only a fraction of the insured are eligible for them, but
were we to relate the expenditures to the total insurance coverage,
the per capita costs in 1921 would have been £0.71, and in 1927 £0.84,
an increase of 18 percent.
But in 1927 the per capita expenditures were at an all time high,
that level was never reached again.
In 1938 the per capital expenditures for statutory and additional
treatment benefits in England were £0.77, an increase of only 8 percent
over 1921.
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Thus, in 18 years, Britain has actually lowered its per capita expenditures for statutory medical benefits.
The small increase found is made up by the additional treatment
benefits which reflect the financial soundness of the national healthinsurance system which has been able to provide substantial actuarial
surpluses for additional benefits.
There has been no doubling of costs in expenditures for medical
services to the insured under any circumstances.
Dr. WIsoN. May I send you my references, please?
Senator PEPPER. We would be glad to have them.
Dr. WiSON. Yes.
The CHAIRMAN. These statistics will appear in the record.

(The information referred to is as follows:)

IN RE THE INCREASE OF THE COSTS OF THE ENGLISH NATIONAL HEALTH INSURANCE

SYSTEM, 1917-27

From the Annual Report of the British Minister of Health, 1936-37, page
291, we find that in 1927, 14,276,000 persons were insured and that the total
expenditures for that year were £30,049,000. This meant a per capita cost
of £2.1.
From the same source, 1924-25 edition, page 181, we find that in 1917, 12,948,000
persons were insured and that the total expenditures were £9,822,000. This
meant a per capita cost in 1917 of £0.76.
I submit that the per capita cost in 1927 was more than twice that of 1917;
indeed, it was almost 2.75 times it.
The witness would be happy to learn the source of Senator Pepper's data,
on which he based the contention that the costs of the English system actually
decreased 1917-27, and never increased more than 28 percent.
In re the number of insured workers who did not avail themselves of their
privilege to qualify to use a panel doctor.
The Annual Report of the British Minister of Health, 1936-37, page 187, says
that in England "in 1936, about 15,403,000 insured persons were entitled to the
medical benefit"; i. e., had signed the panel. On page 291, the statisticians
state that 16,215,000 persons were "entitled to benefits"; i. e., had the right to
qualify for medical benefits. This leaves a discrepancy of more than 800,000,
a figure greater than the 600,000 to which Senator Murray objected.
In confirmation of this Mrs. Barbara N. Armstrong (The Health Insurance
Doctor, Princeton University Press, 1939, p. 23) says, "Not every insured person
exercises his privilege of choosing a doctor. About 2 or 3 percent on the average
(and in larger cities more than 5 percent) of the workers in an insurance area
are not on any doctor's list." A footnote on the same page gives statistics.
"Thus out of 255,415 on the insured register in Derbyshire (county area). 250,121
were on the doctors' lists by their own action, 5,294 were not on doctors' lists
(April 1936). Of 1,887,517 on the insured register in London, 100,000 were not
on doctors' lists by their own action (March 1936)." Mrs. Armstrong studied
the situation abroad. From her data, 600,QOO, or 3.7 percent of the population,
does not seem an improbable number.
Again, the witness would be grateful to be told the source of the elaborate
statistics on this subiect which Senator Murray read. She did not find them
in the Report of the British Minister of Health, 1936-37.

The CHArRMAN. I wish to state, the statistics I placed in the record

a moment ago from Great Britain come from the exchequer and audit
department, National Health Insurance Fund Accounts, 1917-38.
I also ask to have put in the record at this point another piece of
statistics taken from the Annual Reports of the Ministry of Health
entitled "Per Insured Costs Under British Health Insurance for Sickness, Sickness and Maternity and Disablement-England and Wales,
1921-38."
85907-46--pt. 4--- 3
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(The report referred to is as follows:)
Per insured costs under British Health Insurance for sickness, sickness and
maternity and disablement-Englandand Wales, 1921-88

Year

Sickness

Sickness
and

maternity

Disablement

Year

Sickness

Sickness

. and

maternity

Disable

ment

a.

d.

a.

d.

s

d.

s.

d.

a.

1921--..-----

d.

11

10

14

8

4

5

1930--.------

7
9
1
7
9
6
2

15
14
15
15
17
18
16

5

15

0
8
2
6
9
10
6

7

7

0
1
4
8
11
7
4

5
5
6
6
7
8
7

6

1922..........
1923 .........
1924----......
1925 .-------.
1926------.
1927 .--..---.
1928 --------

12
11
13
13
15
16
14

13

1931.--.......
1932--....-----1933---.-..--.
1934-.....- -.
1935---.-----1936--.-----1937--.---.--

13
12
13
11
11
12
12

1
10
4
8
10
2
11

15
14
15
13
13
14
14

2
9
1
6
8
0
9

7
7
7
7
7
7
7

2
3
1
5
6
3
1

1929---------

16

4

18

5

7

9

1938---------

11

6

13

4

6

d

a.

11

Source: Annual Reports of the Ministry of Health.

Senator PEPPER. Mr. Chairman, my figures also came from the lastmentioned authority you are describing, the Annual Reports of the
Ministry of Health, Great Britain, 1921-38.
The CHAIRMAN. In the same article I referred to a short time ago'
which appeared in the Christian Science Monitor, you say, and I
quote:
Indeed, the total amount deducted often amounted to 30 percent of the wage.

implying that most of the 30 percent was to finance social-insurance
benefits.
Is that true?
Dr. WILSON. Well, as I recall it, I did not make or realize there
was any such implication, but I do not remember exactly what I said.
I expected we would talk today about the cost of this bill. I have
not refreshed myself on that foreign material for several weeks.
The CHAIRMAN. But you referred to the fact that you had prepared
articles from the studies that you had pursued in reading and studying.
Dr. WILSON. Yes.
The CHAIRMAN. Studying newspaper articles and magazine articles.
Dr. WILSON. And official statistics.
The CHAIRMAN. And official statistics.
Dr. WILsoN. Yes.
The CHAIRMAN. That you claim to have pursued, and you based
these articles on that.
Dr. WILSON. Yes.
The CHAIRMAN. Well, now, I would like to ask you this question:
Do you know what percentage of their wages German workers
were required to contribute for all the social-insurance benefits in
1929 ?
Dr. WILSON. As I say, I do not recall that. I know I did work on
that at one time, but I have not any definite recollection of that just
at present.

The CHAIRMAN. Any other questions?
Senator PEPPER. That is all.
The CHAIRMAN. That is all.
Senator DONNELL. I would like to ask some questions, Mr. Chair-

man, please.

The

CHAIRMAN.

Yes.
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Senator DONNELL. Dr. Wilson, I would like to go back for a minute

right to the start here, about your interest in this topic.
Dr. WILSON. Yes.
Senator DONNELL. Of health insurance.
Dr. WILsoN. Yes.

Senator DONNELL. YOU selected compusory insurance for your doctor's thesis; is that right?
Dr. WILSON. Yes; no; not compulsory; no.

ability costs in America.
of voluntary systems.

Distribution of dis-

It was a voluntary system, an advocacy

Senator DONNELL. When did you first start the study of this ques-

tion of compulsory health insurance ?
Dr. WnION. Well, it has been related to it through the years, since

I got my doctor's degree in 1934.
Senator DONNELL. 1934.

And when you started in on the question of compulsory health insurance, to consider that, had you already some preconceived ideas,
or did you start in to study it, and then draw a conclusion ?
Dr. WILTON. I started to study, and what I decided was about what
I have expressed in these different articles.
Senator DONNELL. In other words, you started in to study the ques-

tion, and you have arrived, as the result of your study, at the conclusions which you have expressed here this morning, and in these various
articles; is that right ?
Dr. WILSON. That is right; yes.
Senator DONNELL. Has there been any interest of a selfish nature on

your part ?
Dr. WILSON. None whatever.
Senator DONNELL. Have you been employed by anyone who asked

you to give articles to this effect ?
Dr. WILSON. None whatever.
Senator DONNELL. You have arrived at these conclusions as the
result of independent thought on your part; is that right?
Dr. WILsoN. Exactly so.
Senator DONNELL. NOW, Doctor, I want to ask youThe CHAIRMAN. Before you go into that, I would like to ask one

question.
Senator DONNELL. Certainly.
The CHAIRMAN. But you were desirous of earning some money, based

on your work. Did you not say you sold articles ?
Dr. WILSON. I sold articles.
The CHAIRMAN. Did you not desire to be paid for the articles ?
Dr. WILsoN. May I say this: When I went to see the editors they

said, "How much do you expect to be paid 9"
I said, "I have no idea how much I should be paid on this. It is up
to ou."
It is not the money. It is the question of I believe thoroughly in
this viewpoint I am expressing.
The CHAIRMAN. But you expected to be paid for these articles?

Dr. WILSON. Naturally, the editor would not have wanted them

without paying me.
The

CHAIRMAN.

And the only people that would be willing to pay

for these articles would be people opposed to the compulsory health
insurance program that is being offered here, because you would not
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be able to sell articles to anybody who was interested in the compulsory system.
Dr. WLsoN. I would not be able to sell articles to people who were

interested in advocating compulsory insurance?

The CHAIRMAN. That is right. And you would not be able to sell it

at any place like that, but you could very readily sell articles to organizations that are fighting and opposing this kind of legislation ?
Dr. WILsoN. Well, may I say this: That I have already sold a monograph-I prefer not to say where-to an organization which has no
interest in opposing it.
The CHAIRMAN. You have sold articles?
Dr. WI.LsON. I have sold a monograph that is coming out in the fall.
The CHAIRMAN. To whom?
Dr. WILsoN. I said I preferred not to say it until it came out.
The CHAIRMAN. You have not supplied it yet?
Dr. WILSON. I have not supplied it yet.
The CHAIRMAN. Will you give us a copy of that when you finally

have it prepared ?

Dr. WILSON. If I have any extra ones. I do not know what the
arrangements are, but if I can, I would be glad to.
The CHAIRMAN. If it is accepted by them?
Dr. WILSON. Well, I am-it is a thing that is not purchasable at all,

and if they give me any extras to give out I will be glad to give one to
you.

The CHAIRMAN. Have they hired you and paid you for writing this

article ?

Dr. WILSON. 4 have a contract with them to write it.
The CHAIRMAN. You have a contract with them to write it, and what

do they promise to pay for it?

Dr. WILSON. Why, they have made certain limits that if it is a

certain quality, they will pay a certain amount.

The CHAIRMAN. And if it does not comply with their desires and

what they expect it should be, they would not take it ?
Dr. WILsON. Yes; that is it exactly.

The Chairman. They want something they will be satisfied to get?

Dr. WILSON. Something from the statistical standpoint; yes.
The CHAIRMAN. I am sorry, I did not hear you.
Dr. WILSON. From a statistical standpoint; yes.
SSenator DONNELL. Doctor when was the first magazine or other

article sold that you ever sold on this subject?

Dr. WILSON. In January. It was when the first Christian Science

Monitor article came out.

Senator DONNELL. January of this year?
Dr. WILSON. January of this year.
Seantor DONNELL. How long before that was it that you arrived at

the conclusion to the general effect that you have testified to here this
morning ?
Dr. WILsoN. Oh, for several years I have felt very strongly on the

subject.

Senator DONNELL. Several years before you sold this article?
Dr. WILSON. Yes.

Senator DONNELL. And had you so expressed yourself several years
before?
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Dr. WILsoN. Well, I think that I may have spoken so to friends, yes;

but I do not recall.

Senator DONNEL. Well, in your thesis which you wrote in 1934, did

you discuss this question at all at that time ?

Dr. WILSON. No. That was not on this. It was the question of a.

voluntary thing.

Senator DONNELL. Let me ask you this: You say it has been several

years prior to the time you wrote your article for the Christian
Science Monitor
Dr. WmLON. Yes.

Senator DONNELL. That you arrived at these same general con-

clusions?
Dr. WILSON. Yes.

Senator DONNELL. Were your conclusions arrived at influenced at

all by the possibility of financial remuneration to you
Dr. WILsoN. None whatever.
Senator DONNELL. You were associated here with the Social Se-

curity Board, were you not?
Dr. WILsoN. I was.

Senator DONNLL. You were not discharged by that Board, were-

you?
Dr. WILSON. I was not.

Senator DONNELL. In what capacity were you employed by the

Social Security Board ?
Dr. WLsoN. I was one of the actuaries in the Office of the Actuary.

I have forgotten the technical name.
Senator DONNELL. The Federal Social Security Board?

Dr. WILsoN. The Federal Social Security Board.
Senator DONNEI,. You have known Dr. Isadore Falk?
Dr. WILSON. I do not know that I have had the pleasure of meeting

him. I have seen him at the meetings of the Social Security Board.
Senator DONNELL. He knows you and you know him?
Dr. WILSON. I do not know if he knows me or not.

I wrote to him

when I was in Washington asking him to grant me the privilege of
discussing with him the attitude of the proponents. He refused to see
me.

Senator DONNELL. Yes.
Dr. WILSON. And then he said it would be better for me to simply

write him and ask my questions.
I was eager to get both the point of view of the proponents and the
opponents.
Senator DONNELL. Now, this article that you are going to write for
the National Industrial Conference Board. Are you going to have
your ideas conform to their views in order to acquire money from
them?
Dr. WIsoN. I am not.
Senator DONNELL. Are you going to express your own individual

judgment regardless of whether they'accept the article or not?

Dr. WIsoN. I am.
Senator DoNNELL. And you have expressed that independent judg-

ment this morning?

Dr. WILSON. I have.
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Senator DONNELL. And you have had it, at any rate in your own
mind, for several years before you ever sold a dollar's worth of articles
to anybody; is that right?
Dr. WILSON. Absolutely.

Senator DONNELL. Yes, ma'am.
Dr. WILSON. I only started writing, because I felt it was my patriotic

duty to express my own ideas.
Senator DONNELL. Referring to this National Industrial Conference
Board-

Dr. WILsoN. Yes?
Senator DONNELL. That is the organization that held a session in

New York City May 16 of this year, just a few days ago?
Dr. WILSON. Yes, sir.

Senator DONNELL. And the speakers listed to speak on the program,
on the subject of compulsory or voluntary health insurance, the Wagner-Murray-Dingell bill, were the Honorable Claude Pepper, United
States Senator from Florida, whom I rather infer is in favor of this
bill?
Dr. WILsoN. Yes.

Senator DONNELL. And Dr. Marjorie Shearon, research analyst,

conference of the minority, United States Senate, who sits on my right?
Dr. WILsoN. Yes.

Senator

DONNELL.

And yourself?

Dr. WILSON. Yes.

Senator DONNELL. And Mr. J. W. Myers, manager, insurance and

social-security department, Standard Oil Co., New Jersey; is that
right?
Dr. WILSON. Yes.
Senator DONNELL. I do not think Senator Pepper actually appeared

on the program, but he was listed to appear ?
Dr. WILSON. He had to withdraw at the last minute, as it were.
Senator DONNELL. At any rate, he was listed on the program ?
Dr. WILSON. And he gave a list of people.
Senator DONNELL. The point I am making is that the point of view

of the proponents of this legislation was offered to be presented by
Senator Pepper, if he desired to avail himself of it?
Dr. WILSON. Yes.

Senator DONNELL. And he was listed on the printed program, a
copy of which I have in my hand. That is correct, is it not ?

Dr. WiLsoN. Yes.
hit for him.

And he gave a list of people who could pinch

Senator DONNELL. Yes, ma'am.
Dr. WILSON. At this time.

Senator DONNELL. The point I am making is that this body, the
National Industrial Conference Board, afforded an opportunity not
alone to the opponents but also to the proponents ?
Dr. WILSON. Exactly.

Senator DONNELL. To appear'on their program.
Dr. WILSON. Exactly.

Senator DONNEIL. And Senator Pepper was invited, and is listed

on the printed program as a speaker on that occasion at the same time
you were to speak?
Dr. WILsoN.

Exactly.
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Senator DONNEIJ. I also observe in the general session, the subject

One Year After VE-day and Where Are We?
Among the speakers listed is the Honorable Robert A. Taft, United
States Senator from Ohio.
Dr. WILSON. He was.
Senator DONNELL. Did he actually speak, do you know ?
Dr. WILSON. He spoke.
Senator DONNELL. He did

Doctor, in reward to this Barron's Weekly article you spoke ofDr. WILSON. Yes.
Senator DONNELL. I have before me a copy of that.
In fact, I offered it in evidence before this committee the other day.

It was accepted in evidence.
Now, I call to your attention the statement, among other things:
Political dangers in the health-insurance program offered this country are
just as real as the economic ones, although less obtrusive. The bureaucracy
necessary to administer the Wagner-Murray-Dingell bill might comprise 500,000
persons or more.

Dr. WILsoN. Yes.

Senator DONNELL (reading:)
These Government agents would be strategically placed in every village and in

every district of every sizeable city.

Dr. WILsoN. Yes.

Senator DONNELL. Does that represent your net judgment as you

have studied this question and surveyed the needs?
Dr. WILSON. That is based on the estimate of Prof. Herbert Simpson.

Senator DONNELL. NOW, Doctor I noticed with some interest the

fact that in the copy of your remarks here this morning that you have
documented that by citations below.
Dr. WILsoN. Yes.

Senator DONNELL. Some of them are more or less detailed. others
are not so much so. For instance, you state this:
In England the per capita medical cost doubled, 1917 to 1927.

You cite on that "13." That is, Annual Reports, Ministry of Health,
Great Britain, 1923, and following.
Would you be kind enough, when you furnish this other data, to give
us a little more detailed basis for that statement that in England the
per capita medical cost doubled from 1917 to 1927 ?
Dr. WILSON. I will be glad to send you a copy and Senator Pepper
a copy.
Senator DONNELL. And you will send one for the committee to be

filed
Dr. WILSON. Yes.
Senator DONNELL. Doctor, I want to ask you one other question,
too: You referred to statutory benefits and other benefits. What is
the difference between the statutory benefits and other benefits?
Dr. WILSON. The point is they are what are called additional benefits. The statutory benefits are the question of just paying a certain
amount, but a great many of the societies paid a great deal more than
the statutory benefits.
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Senator DONNELL. Now, in England, is it true that in addition to
services, some of the recipients may receive cash benefits as well?

That is correct, is it not ?
Dr. WILSON. Yes. You see, in England, the cash benefits are supposed to be administered by the societies.
Senator DONNELL. Yes, ma'am.
Dr. WILSON. The general practitioner benefits by the insurance
committee.
Senator DONNELL. Now, the systems are what you term in your
Baron's Weekly article, the "approved systems" or "the approved
societies."
Dr. WILON. The approved societies.
Senator DONNELL. And they are cooperative groups of workers; is
that right ?
Dr. WmsoN. Yes. Some of them date back to the fourteenth century-the guilds.
Senator DONNELL. Yes, ma'am.

Now, Doctor, is it not true that in England, in order that a person
may receive cash benefits, he must sign up on a panel, is that true or
not?

Dr. WmsoN. No; that is for the medical benefit.
Senator DONNELL. That is for the medical benefit?
Dr. WILSON. The medical benefit is underSenator DONNELL. Go right ahead.
Dr. WILSON. The medical benefit is under what is known as the
"insurance committee," and in order to get the general practitioner
benefits, these insurance committees form what they call "panels,"
and the insured worker signs on some panel.
Senator DONNELL. So in order to get those medical benefits-is
that what you call them?
Dr. WILSON. Yes.

Senator DONNELL. They must sign up on the panel?
Dr. WLsoN. And get the general-practitioner benefit?
Senator DoNNEL. The general-practitionef benefit?
Dr. WILSON. Now, there was a good deal of competition between

these societies at the beginning, and many of the societies gave what
they called additional benefits in the form of extra care.
A few of them gave care to dependents, dependents' benefits, and
things like that.
a
Senator DONNELL. Yes.
Dr. WILSON. And those would come under the approved societies.
Senator DONNELL. Then in order to get these benefits which are not
what you term "statutory benefits"; is it necessary in England for a

person to sign up on the panel?
Dr. WLSON. No; I think not.

Senator DONNELL. You think it is not
Dr. WILSON. No. If they are a member of an approved society.
Senator DONNELL. Yes.
Dr. WILSON. They can automatically get all the additional benefits given by that one society, you see.
Senator DONNELL. I see. Yes, ma'am.
Now, Doctor, with respect to the total cost of this plan in the
United States

NATIONAL HEALTH PROGRAM

1941

Dr. WILSON. Yes, sir.
Senator DONNEL. Now, you have given-us figures here of so.much

per capital.
Dr. WisoN. Yes.
Senator DONNELm I observe on your medical benefits, you say:
From this, it seems patent that medical and hospital care alone will cost
about $25 a year.

I wanted to get that in terms of total aggregates for the country.
Now, as I figured it, if we have 107,000,000 people, which I understand is the minimum contemplated to be covered by this act--Dr. WiLSON. Yes.

Senator DONNELL. That would amount to $2,675,000,000.
The CHAIRMAN. I think it would be better for the record if you

would let the witness make the computation.
Senator DONNELL. I will be glad to have her do that.

It is just a matter of multiplying 25 times 107 million.
Dr. WILSON. That is all right.
Senator DONNFL. Would you mind multiplying 25 times 107 mil-

lion.
The CHAIRMAN. I do not know what the figures are you have reference to.
Senator DONNE. The figures are here in her testimony, Mr. Chairman. I am reading from her testimony this morning.
And it has been testified here, as I understand it, that this act is
expected to cover from 107 to 112 million persons.
The CHAIRMAN. And she is going to compute the cost ?
Senator DONNELL. She is going to compute the cost, that is right.
Dr. WsoN. That would give $2,675,000.
Senator DONNELL. That is what I figured it, too.
Dr. WILSON. Yes.

Senator DONNEL.

$2,675,000,000.

Now, on the dental part of it, you say down further in your testimony, that "How much will an adequate dental benefit cost a year?"
And then you give certain estimates:
The Heller committee says $20.

Who is the Heller committee ?
Dr. WLSON. The Heller committee was a committee formed, sup-

posedly nonpartisan, in the University of California at Los Angeles,
and it did a study on the cost of living at three levels.
Senator DONNELL (reading):
The Lee-Jones estimate is $11.

Dr. WILSON. Yes.
Senator DONNELL. Who was the Lee-Jones plan?

Dr. WImON. Dr. Roger Lee is at present the president of the American Medical Association. He collaborated with Dr. Jones a number
of years ago to make this estimate.
Senator DONNELL. And that figure is $11 according to the estimate?
Dr. WILsoN. Yes.

Senator DONNELL. Did you draw a conclusion as to what you think

would be an adequate dental benefit from the basis of the information
you have on hand, per capita ?
Dr. WILsoN. As I say here, it is a very uncertain thing.
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Senator DONNELL. Yes.

Dr. WILSON. There are. so few dentists it is awfully hard to see
how much you could really get in.
Of course, the bill gives a minimum amount of dental care that

1

could possibly be.

I have heard, dentists who would not be in any sense representative
of the American Dental Association or anythmg like that give estimates of $15, but whether that is an adequate estimate, I could
not say.
Senator DONNEL. Doctor, I was just going to ask you, in view of
the suggestion by the chairman, that he also wants you to determine
this, since the Heller committee says $20 and the Lee-Jones estimate
is $11, the average of that would be $151/2

Suppose you figure $15. I have made the computation, but I would
like a computation by you.
Would you tell us what the computation of 107,000,000 persons
would figure?
Dr. WIsoN. Yes.

That would give, then, 15 times 107.

That

would be $1,605,000,000.
Senator DONNELL. That is what I figure it, too. $1,605,000,000.
Now, on the nursing, is there any way to get at the nursing cost

on an actuarial basis?
Dr. WILSON. I have not found any estimates on that at all.

I can

not give you that at all.
I have not got any estimate on that. I tried, but could not get it.
Senator DONNEJ. Well, at any rate, Doctor, if you add together
the medical and hospital, and dental, of course, the two figures,
$2.675,000,000 and-Dr. WILSON. Yet get $4,280,000,000.
Senator DONNELL. $4,280,000,000. Those were for the medical,
hospital, and dental figures?
Dr. WILsON. Yes.
Senator DONNELL. Exactly.
Dr. WILsoN. Yes.
Senator DONNELL. On the bases suggested?
Dr. WILsoN. Yes.

Senator DONNELL. That does not include anything for nurses
Dr. WILSON. That does not include anything for nurses.
Senator DONNELL. I do not know how we would get at the nurses,
but I suppose there is some basis on which it could be estimated. Certainly it would be a substantial sum, if adequate nursing features
are to be provided.
Dr. WILSON. I should think it would be, but I have not any estimate.
Senator DONNELL. If it were half as much as the dentists, it would
be $800,000,000.
Dr. WrxsoN. That would bring it up to $5,000,000,000.
Senator DONNELL. On that theory it would bring it up to $5,000,000,000 for those items? Medical, hospital, dental, and nursing.
Dr. WILsoN. Yes.

Senator DONNELL. Doctor, you pointed out in your testimony here,

and also in your article in Barron's, the tendency toward malingering.
Dr. WILSON. Yes.

Senator DONNELL. How do you pronounce that, "malingering" or
"malinghering"
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Dr. WILSON. I have heard people call it both. Both are acceptable.
Senator DONNELL. Do you know whether that means pretending to
be sick when you are not
Dr. WILsoN. Yes; it does.
Senator DONNELL. You also point out the fact that it is a natural
psychological tendency when you can get free medical treatment that
you are apt to avail yourself of it?
Dr. WILso. Yes.
Senator DONTELL. That is not always true. We are entitled to
medical treatment from life insurance, but we do not always avail
ourselves of it.
Dr. WILSON. There is a different psychology there.
Senator DONNELL. That is true. You pointed out the fact that this
is going to involve a very heavy cost running into billions of dollars.
Dr. WILson. Yes.
Senator DONNELL. You point out the tendency, as you say, toward
people thinking they need services when they do not need it, and you
pointed out what you figure is a possibility at any rate, of the bureaucracy necessary to administer theWagnes-Murray-Dingell bill comprising 500,000 persons or more.
Dr. WLsoN. May I say this: I do not pretend to be an expert on
the question of administration personnel.
Senator DONNELL. I understand.
Dr. WILsoN. I have got that figure from Professor Simpson's book,
and that is all.
Senator DONNELL. Yes.
Dr. WILSON. But I have heard anywhere from half a million to a
million and a half as the figure given.,
Senator DONNELL. Yes, ma'am.
That is all, Doctor. Thank you.
The CHAIRMAN. Doctor2 are you familiar with the data in connection with the total expenditure for medical care in the United States?
Dr. WILSON. You mean the cost of medical care
The CHAIRMAN. Yes.
Dr. WILSON. Yes. I know the report. Is that what you mean?
The CHAIRMAN. What are the expenditures today ?
Dr. WILsoN. It was somewhere-well, I know the 1929 expenditure.
That was the one I had.
The CHAIRMAN. What was the expenditure in 1929
Dr. WILSON. It was something over $3,200,000,000, was it not ?
The CHAmMAN. That did not include veterans' care ?
Dr. WILSON. As far as I know, it did not.
The CHAIRMAN. And it did not include dental care, either. That
was just medical expenses ?
Dr. WIsoN. I do not recall that. I think it did not, but I am not
quite positive about that.
The CHAIRMAN. Now, Doctor, I would like to 'have you tell us
what was the total amount of income you earned from your writings
on this subject.
Dr. WILsoN. So far I have earned somewhere in the neighborhood

of $150.
The CHAIRMAN. Oh; $150.
That is all, Doctor.
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Senator DONNELL. Have you allowed that $150 to change your opinion one way or the other?
Dr. WnsoN. I certainly have not.
Senator DONNmL. That is all.
The CHAIRMAN. You are familiar, I suppose, with the report of
Sir William Beveridge on the social insurance system ?

Dr. WLsoN. Yes, sir.

The CHAIRMAN. I notice that he says in his book, at page 28:
Reconsideration leads to the conclusion that the approved society system in its
present form has served its purpose and had its day. Without belittling in any
way the services rendered by all kinds of societies in the launching of health
insurance, it is possible to decide that the time has come to make health insurance national. The reasons leading to this conclusion may be summed up under
two headings:
"First, that the approved society system is inconsistent with the policy of a
national minimum;
"Second, that the approved society system has disadvantages for insured
persons and involves unnecessary administrative costs, while the. compensating
advantages which it may provide for such persons can be obtained in other
ways."

You are familiar with that statement ?
Dr. WILSON. I knew that he was against the approved society, par-,
ticularly the insurance society.

The CHAIRMAN. Your learning has led you to agree with Sir William Beveridge?
Dr. WILSON. In what sense?
The CHAIRMAN. You do not agree with his statement, or do you

agree?

Dr. WILSON. In what part of his statement ? There are two parts.

One of them is that the approved society has proved-The CHAIRMAN (reading) :

inconsistent with the policy of a national minimum; and, second, that the
approved society system has disadvantages for an insured person and involve
unnecessary administrative costs.

Dr. WILSON. I think it has been an extremely expensive way of

administering the health-insurance thing.

I admit that, yes.
The CHAIRMAN. You admit that?

Dr. WILSON. I admit that it has been a very expensive method.
The CHAIRMAN. Yes.

That is all. Doctor.

Thank you very much.

Senator DONNELL. Thank you, Doctor.

Dr. WILSON. All right.

(Subsequently Senator Pepper inserted the following statement:)
As the record shows, Senator Murray and I challenged the statements by
Mrs. Elizabeth Webb Wilson that "in England, the per capita medical cost
doubled, 1917-27," under health insurance. We cited official British statistics
to this general effect.
In her supplementary memorandum, furnishing for the record the sources
of her data relating to the cost of British health insurance, Mrs. Wilson also
requested references to the sources of the data which Senator Murray and I
introduced into the record of May 22. I am very glad to supply this information
for the record.
It is well to point out, first, the nature of the basic error made by Mrs. Wilson.
She stated, on the basis of official British statistics, that "the per capita medical
cost doubled." She undertook to prove this, however, not from figures on medical
costs but on figures that cover the whole system of British national health in-
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surance. The error becomes clear when it is recalled that, the British system
has, from its beginning, included not only medical benefits ("statutory" and
"additional") but also cash benefits in partial replacement of wage loss during
periods of short-term sickness or long-continued disablement and cash maternity
benefits for insured (employed) women and the wives of insured men. When
the medical costs are separated from the other costs, it becomes plain that
they have not doubled, as Mrs. Wilson said. Almost all of the increase .in
expenditures under the British system of health insurance occurred in the cash
(wage-loss) benefits.
The figures which Mrs. Wilson cites as evidence of her statement that "the per
capita mdical costs doubled" represent not only expenditures for medical costs
but figures in which about two-thirds of the total expenditures were for payment
of cash benefits in lieu of wage loss and for maternity benefits.
In addition, Mrs. Wilson has nbt shown a progressive increase in the British
costs. Her comparison is based on two selected years, 1917 and 1927. In 1917
Britain was in the midst of World War I, when insurance outlays were at a
minimum. Conversely, 1927 is the year in which British health-insurance expenditures reached a peak, probably because of the widespread influenza epidemic
and the economic repercussions of the 1926 coal strike and the subsequent general
strike.
With these facts in mind, the data which Senator Murray and I presented were
chosen to reflect comparable conditions and to carry the analysis as nearly up to
date as we could (prior to the outbreak of World War II). By 1921 the British
health-insurance system was operating normally following World War I, and
after the adoption of several amendments relating to coverage, benefits, and contributions. From then on, until 1988, the system was operating under peacetime
conditions.
The per capita cost of statutory medical benefits (England and Wales, 1921-08)
which Senator Murray quoted included administrative expenses. The figures 6n
which the computations were made were taken from the quinquennial reports
of the Exchequer and Audit Department, national health insurance fund accounts.
The figures I quoted pertaining to the insurance costs in England and Wales
for statutory medical benefits (exclusive of administrative costs) and nonstatutory (additional treatment) benefits were taken from the text of the Annual
Reports of the Ministry of Health, Great Britain, 1921-38, or computed therefrom
as indicated in the record.
The data on expenditures for cash benefits per insured person for sickness, sickness and maternity, and disablement benefits, 1921-88, were computed from the
figures on number of persons insured and expenditures contained in the appendix
tables of the Annual Reports of the Ministry of Health of Great Britain for the
years 1921-38. It should be noted that in computing these per capita figures the
data for present and discharged members of the armed forces, to whom benefits
are paid out of a special fund, as well as "exempt persons" (entitled to medical
benefits only) were excluded.
An inspection of these statistics refutes Mrs. Wilson's original contention about
the doubling of medical costs and bears out my statement at the hearings on May
22 that from 1921 to 1988, inclusive, there has been no doubling of costs in expenditures for cash sicknesss and disablement) benefits and medical services to the
insured.
In fact, a review of 18 years' experience (instead of the 2 years chosen by
Mrs. Wilson) shows that in Britain the per capita expenditures for statutory
medical benefits tended in general to decline; and that expenditures for statutory and additional treatment benefits increased by only 8 percent.
Statistics already included in the record further indicate no progressive
increase per insured worker in cash sickness (temporary disability) benefits,
though the payments in 1927 were higher than in any other year (probably
because of the influenza epidemic). There was no progressive increase
maternity benefits per insured. There was an increase in the expenditure In
cash disablement (permanent disability) benefits, but even in this case fort.
cannot be said that the costs doubled.
Mrs. Wilson cites further information concerning insured persons in Great:
Britain who have "renounced their right to medical care" and asks that the
record show the source of the information used by Senator Murray.
In an article published in Baron's National Business and Financial Weekly,
page 3, April 8, 1946, Mrs. Wilson wrote: "In 1936 about 600,000 British workers
renounced their right to medical care under the insurance system by failing to
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register on the panel." The Annual Report of the Chief Medical Officer, Ministry
of Health, 1936, page 76, makes the following statement: "There were 420,154
who had not so far selected the method of receiving treatment." These persons
(2.6 percent of the total number of insured persons entitled to medical benefits)
are identified by the Chief Medical Officer as not having "so far selected the
method of receiving treatment." They have not renounced their right to medical
care under the insurance system, as stated by Mrs. Wilson. On page 76 of
this same report there is a tabulation showing the distribution of insured persons in England and Wales on lists of insurance practitioners, on lists of
approved institutions, and those making their own arrangements-the three
methods provided for obtaining medical insurance benefits.

The CHAIRMAN. There are no other witnesses this morning. That
concludes the hearing this morning.

We will resume hearings tomorrow at the same hour, 10 o'clock.

(Thereupon, at 11:45 a. m., Wednesday, May 22, 1946, the committee recessed until Thursday, May 23, 1946, at 10 a. m.) ,
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THURSDAY, MAY 23, 1946

UNITED STATES SENATE,
COMMTrEE ON EDUCATION AND LABOR

Washington, b. C.

The committee met at 10 a. m., pursuant to adjournment, the Honor-

able James E. Murray (chairman) presiding.
Present: Senators Murray and Donnell.
The ChAIRMAN. The hearing will come to order.

The first witness this morning is Dr. R. L. Novy, president, Michigan
Medical Service.
STATEMENT OF DR. R. L. NOVY, PRESIDENT, MICHIGAN
MEDICAL SERVICE

Dr. Novy. I am here before this committee representing the Michigan Medical Service, as president of the Michigan Medical Service,
and also representing the State of Michigan Medical Society.
Part of iny remarks will be read and part of them will be from notes.
THE MICHIGAN MEDICAL SERVICE

The administration and operation of a medical-care plan is much
more complex than the operation of a hospital-care plan because of
the wide variety of services that must be covered and the number of
persons-doctors of medicine-who must render individual services
under the plan.
A hospital-care plan provides for relatively few services offered by
relatively few institutions, whereas a medical-care plan encompasses
hundreds of services offered by thousands of individual doctors. The
problem of the medieal-care plan is, therefore, that of gaining actuarial
experience covering a wide range of services and of arranging for the
participation of many doctors.
While it was not the first medical-care plan sponsored by the medical
profession, Michigan Medical Service happened to develop procedures
which have made it the most successful of the 63 doctor-sponsored
nonprofit medical plans now in operation. The procedures developed
in Michigan consequently have been accepted as a pattern for many
other plans now operating or being organized.
Michigan Medical Service now has 853,151 subscribers and has paid
over $15,000,000 to doctors for services provided in 317,147 cases, as
of April 30 1946.

Senator DONNELL Pardon me, Mr. Chairman.

Over what period of time does that $15,000,000 payment cover ?
1947
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Dr. Novy. Since the inception of the organization in 1940.
Senator DONN=LL. Thank you.

Dr. NovY. One of every six residents of Michigan is protected by the
plan and the growth in number of subscribers last year alone amounted
to 140,815 persons.
At that point I would interject and make the statement that throughout its organization, the Michigan Medical Service has never had any
formal advertising whatsoever.
It is expected that Michigan Medical Service will protect a*great
majority of the people of Michigan within the next few years. Additional statistics tracing the development and operation of Michigan
Medical Service and its companion hospital-care plan-Michigan
Hospital Service-are given in exhibit A.
EXHIBIT A.

HISTORY OF MICHIGAN MEDICAL SERVICE

THE BIUE CROSS PLANS IN MICHIGAN
MICHIGAN

HOSPITAL

SERVICE-MICHIGAN

MEDICAID

BSEVICE

March, 1946
Persons protected.-In less than 7 years one of every four residents of Michigan has voluntarily obtained Blue Cross protection. The following table shows
the growth of the Blue Cross plans-Michigan Hospital Service and Michigan
Medical Service.
MichiganHospital Service
Michigan Medical Service
Persons
Persons
The Blue Cross hospital plan: enrolled The Blue Cross surgical plan: enrolled
74,236
1939 ------------1940------- --------114,627
-823,053
1941--- --------1941- ---------------407,052
1943 --------------61, 832
1943-----------------571, 015
1945 ----------------- , 272,024
1945------------ 858,235
Payments for hospital and surgical services.-Michigan Blue Cross payments
for hospital and surgical services have reached nearly $42,000,000 since 1939.
MichiganHospitalService
Paid to hospitals

1939------------------1940--------------1941--------------------------1942-1943------------------------1944
1945 -------------1946 (January,- February
only) ----------

$90, 250
867,298
2,099,728
3,962, 496
4, 863,958
6,085,796
8, 166,099

Michigan Medical Service
Paid to doctors

1940 ---------------$172,115
1941------------------790,773
1942-------------------2, 208, 62
1943--------------------2,
876, 548
1944--------------------, 437,265
1945-------------------4,154,428
1946 (January, February
only) ------------------672,652

1, 202,500

Total to March 1946. 14,812, 99
Total to March 1946- 27, 338, 125

Number of patients.-Half a million and more men, women, and children have
received services paid for in advance through the Michigan Blue Cross.
Michigan Blue Cross hospital patients total more than 568,834.
Michigan Blue Cross surgical patients total more than 303,469.
Nonprofit operation.-The Michigan Blue Cross Plans are organized under
special enabling acts providing for nonprofit operation.
Practically all of Michigan's recognized, nonprofit general hospitals share in
the operation of Michigan Hospital Service. The Michigan State Medical Society
sponsors Michigan Medical Service.
Operating overhead of the Michigan Blue Cross Plans is at the remarkably low
figure of approximately 10 percent of earned income.
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DISTmIBUTION OF SUBSCRIBERS' PAYMENTS
MICHIGAN HOSPITAL SERVICE

MICHIGAN MEDICAL SERVICE

INCEPTION TO JANUARY 1946

.

91
*8c.49%
^f^E^IDEMICS,
N
PAID FOR HOSPITAL
/
BILLS

A

OPERATING COST}-

RESERVE FOR
ETC.
.

/

O2.7

4.60
PAID FOR SURGICAL
SERVICES

Future prosperts.-Blue Cross has increased benefits repeatedly in the past
and will continue this policy in the future.
The Michigan Blue Cross confidently expects that most of the people in
Michigan will be enrolled in Blue Cross within the next 5 years. In certain
areas Blue Cross already protects as high as two-thirds of the total population.

And if you will refer to exhibit A, I wish to call your attention

particularly to one particular item, and that is on the second page,
the low overhead cost of administration, a point that should be borne
in mind when referring to any type of coverage.
That is a very considerable item that is important to have in mind.
I will also call your attention to the fact that half a million and
more men, women and children have received services paid for in
advance to the Michigan Blue Cross plans, as we call them.
The existence of Michigan Medical Service provided a convenient
means for meeting the needs of veterans with service-connected disabilities. In Michigan thousands of such veterans have been permitted to go to their own physicians rather than to a veterans' facility
for examinations or treatments. Michigan Medical Service pays the
doctors for these cases just as it makes payment for services provided
to regular subscribers and in turn is reimbursed by the Veterans'
Administration. Not only has this system helped relieve the great
pressure on the veterans' facilities but it also has made it much easier
for many veterans to receive needed care.
In addition, Michigan Medical Service is now experimenting with
measures which would give relief recipients and welfare clients the
same sort of personal service as that being provided to Michigan
Medical Service subscribers and to veterans.
Michigan Medical Service is the outgrowth of studies begun early
in the 1930's by the Michigan State Medical Society and by various
county medical societies in Michigan. The studies included an examination of the British panel system by representatives sent to England
for that purpose. It' was necessary to secure enabling legislation in
Michigan, however, before the program could be put into operation.
This legislation was passed during 1939 and Michigan Medical Service
began operation on March 1, 1940. It has been in operation 6 years.
It first offered a coniplete medical-care programI will emphasize that. It first offered a complete medical care program covering medical services rendered in the patient's home, the
85907-46-pt. 4---4
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doctor's office, and the hospital.

The objective of the doctors of

Michigan, in other words, was to provide a medical care program
that was complete in every respect:
In the absence of actuarial data, the rate for this complete medical
care program was set at $4.50 a month for full family-a figure which
proved to be barely half the actual cost of providing service to the
average family. In spite of this half-cost figure, the program attracted only negligible public interest. There developed almost immediately a considerable public pressure for portection against the
costs of only major illness, and in response to this pressure Michigan
Medical Service developed a program providing for surgical care
in hospital cases.
In other words, catastrophic illnesses rather than minor illnesses
was in demand.
In 27 months more than 350,000 persons were enrolled for this
limited or surgical protection. During the same period of time,. the
maximum number enrolled under the complete medical care program
was only 7,375 persons-7,000 contrasted to 350,000.
Because of lack of public interest, the complete medical care program was discontinued in June 1942.
It is, however, still the intention of Michigan Medical Service to
broaden coverage as rapidly as there is evidence of adequate public
interest. In order to determine public interest, a survey utilizing
scientific sampling methods and involving personal interviews with
nearly 5,000 persons throughout Michigan was undertaken during
June and July of 1944. The survey showed that the people had definite
interest in a program providing for medical care as well as surgical
care in hospital cases, and Michigan Medical Service consequently
has developed added protection of this type. The survey also showed
that the residents of Michigan still were not interested in a program
covering doctor's services in his office and in the patient's home. The
vote of the Michigan population on these questions is shown in
exhibit B.
EXHIBIT B-HISTORY OF MHIOmGAN MEDICAL SERVICE
EXCERPTS FROM A SURVEY OF PUBLIC OPINION IN MICHIGAN

(Based on personal interviews of 4,968 persons selected to give a cross-section of
the population of Michigan, June and July 1944)
Question. If you are not married and a medical-hospital plan covering hospital
and surgical expense only cost you $1.50 per month, would you-

1. Pay 25 cents additional per month for medical service in addition to
surgical service while in the hospital?
The vote: Yes, 73.9 percent; no, 13.2 percent; don't know, 12.9 percent.
2. Pay $1.75 additional per month for complete medical and surgical care
in home, doctor's office, or hospital?
The vote: Yes, 46.5 percent; no, 34.4 percent; don't know, 19.1 percent.
Question. If you are married and a medical-hospital plan for your entire family
covering hospital and surgical expense only cost you $4 per month, would you1, Pay $1 additional per month for medical service in addition to surgical
service while any member of your family is in the hospital?
The vote: Yes, 65.9 percent; no, 21.3 percent; don't know, 12.8 percent.
2. Pay $4 additional per month for complete medical and surgical care in
home, doctor's office, or hospital for any member of your family?
The vote: Yes, 34.4 percent; no, 47.7 percent; don't know, 17.9 percent.
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Question. If you were asked to choose one of these plans for medical-hospital
care, which would you prefer?

Percent

The vote:

1. A voluntary prepayment plan which entitles you to the service of
any doctor or hospital you choose, sponsored by the medical profession and hospitals------------------------33.7

2. Our present system of private practice

_-- --------------

26.6

3. A Government-controlled plan supported by tax funds which entitles
you to the services of Government-employed doctors in your
community -----------------------------15.5
4. An insurance company plan under which you would receive an amount
of money for which the policy was issuedeand you would make your
own arrangements with the doctor and hospital--------13.4
5. A prepayment plan operated by a labor union ----------.9

And if you will turn to that, there are some quotations of the exact

questions that were asked.
This was asked specifically in order to not only obtain the desire
on the part of the public, but also to give them a thorough understand-

ing of the costs that would have tobe asked for such services.
I will emphasize again that the Michigan Medical Service administrative costs are so low, around 11 to 12 percent, that the amount
available for subscribers is high, and these questions were asked based
upon the rates that we knew would have to be charged to cover those
particular services.
You will also note at the bottom that we asked certain questions on
the part of the public in regard to how they would like coverage administered, and the voluntary prepayment plans had a vote of 33.7 percent.
Present system, 26.6 percent. Government-controlled, 15.5 percent.
Insurance, 13.4 percent, and to that was added a final one, because there
was some question at that time of the unions undertaking a plan of
their own, and they had less than 1 percent.
I will call your attention to the fact that over 2 to 1 of the people of
the State of Michigan were in favor of a voluntary prepayment plan
in contrast to a Government-handled program.
Some of the hazards incident to the introduction of a complete
medical prepayment plan are shown in the early experience of Michigan Medical Service. Today, as at the time that Michigan Medical
,Service was initiated, there still are no sound actuarial data to give a
reasonably accurate indication of the costs of such a plan.
Michigan's complete medical care program was offered, as has been
shown, at barely half cost and was discontinued because of lack of
public interest.
Rates for the surgical-care program were established to cover
twice the amount of surgery that is normally required by the Michigan population. At one time, however, the amount of surgery required by Michigan Medical Service subscribers was nearly four
times the normal requirement, and two upward rate adjustments
consequently were necessary. The deficit experienced by Michigan
Medical Service reached a maximum of $504,000 and imperiled the
operation of the entire program, until changes in rates and in procedures brought about liquidation of the deficit and the strong
financial position which Michigan Medical Service enjoys today.
While it maintains a separate corporate identity, Michigan Medical Service has joined with Michigan Hospital Service, the Blue
Crosp plan providing for hospital care, in the development of a joint
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health program. Thus the subscriber enrolls simultaneously for
hospital, surgical, and medical care, makes single regular payments,
and carries a single identification card which, upon display to the
doctor and to the hospital admission clerk, procures service for the
subscriber.
Thus far the great majority of subscribers to the Michigan program are employed in business and industrial establishments. Two
years ago Michigan Medical Service and Michigan Hospital Service
began experiments and research looking toward the opening of enrollment to every residentoof the State who wishes this protection.
For the enrollment of farmers a very active program is under
way. Nearly 400 farm groups already have been enrolled through
farm bureaus, granges, farmer cooperatives and the' Farm Security
Administration.
For the enrollment of the self-employed and others who do not
belong to an eligible group, Michigan Medical Service and Michigan
Hospital Service undertook last year a program of community
enrollment through which interested persons in every part of the
State periodically will be given the opportunity to obtain protection
through these two organizations.
For persons who cannot afford to pay, Michigan Medical Service
and Michigan Hospital Service are seeking a means of cooperating
with the Government whereby "wards of Government" and the in-

digent will-not be segregated in charity facilities, but will be entitled
to the same sort of service as any subscriber and, for all practical purposes, will be indistinguishable from subscribers paying their own
way. The program providing for the care of veterans in serviceconnected cases offers a suggestion as to how this protection may be
realized.
OBJECTIVES OF THE MICHIGAN HEALTH COUNCIL

Michigan Medical Service and Michigan Hospital Service also are
undertaking long-range planning and have joined with other health
groups in the establishment of the Michigan Health Council, which
has coordination and planning as a primary function.
This body has established five objectives, as follows:
Complete health prepayment service for the self-supporting.
Cooperation with Government to furnish health care for those unable
to pay.
Improvement of health facilities and standards.
Health education of the public.
National coordination of health activities.
Michigan is a single State and cannot speak for the balance of the
Nation. However, it is believed that the grass-roots approach which
is highly sensitive to public demand and local requirements has been
fundamentally responsible for the development of the Michigan plan.
It is characteristic of the more or less spontaneous growth of developments such as these that they spread very rapidly, with each locality
throughout the Nation borrowing the best features of local accomplishments elsewhere. Thus a number of the features of the Michigan
program have been adapted elsewhere in the Nation, just as the Michigan program has borrowed the successful features of similar plans in
other parts of the country.
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A number of the early medical-care plans met failure or only moderate success. Michigan Medical Service is one of those which enjoyed such rapid progress that it has helped to establish positive proof
that a voluntary medical-care plan under sponsorship of the medical
profession is practical and is preferred by the people.

The public's

preference for a program of this type is also demonstrated by the
popular vote in the survey excerpted in exhibit B.

I called your attention to that.
From our experience in Michigan, we are certain that a true spirit
of cooperation between voluntary health-care orgaiations and governmental health agencies can produce for the Nation the most effective, enduring, and progressive system of health care. Voluntary
health organizations should not attempt to do the whole job any more
than should government attempt to do so, for the reason that any
monopoly of health services, whether economic or otherwise, inevitably will lead to degeneration of the entire system. For greatest
continued progress, it is imperative that there be maintained the sort
of health-care system which is characterized by a proper spirit of
competition and by the existence of natural checks and balances in
the best American tradition.
As to the way in which this particular plan has been operating in
Michigan, and the response that it has had on the part of the profession I would like to enter in the record and for your information a
resolution that was adopted by the house of delegates of the Michigan
State Medical Society.
ATTITUDE OF MICHIGAN STATE MEDICAL SOCIETY TOWARD 8. 1606

The house of delegates of the Michigan State Medical Society has
the same set-up as other State medical societies. It is made up of men
elected by their component county societies, and is a truly democratic
representation of the medical profession throughout the State.
In the variousproposals that have gone before this committee, it has
been repeatedly brought out that opposition on the part of the medical

profession to the plans proposed is present and is vigorous.
SWe have in Michigan this plan that has been outlined in brief, and
this resolution was read:
Whereas Michigan Medical Service has provided the means whereby almost

1,000,000 people in this State have been able to secure good medical care on a
voluntary budgeted basis; and
Whereas this medical care has been rendered in a manner which has been
generally highly satisfactory to both physician and patient; and
Whereas the voluntary' type of group medical service, as exemplified by Michigan Medical Service, is to be preferred-in the interest of the people's healthto compulsory schemes and political control; Therefore be it
Resolved, That the house of delegates of the Michigan State Medical Society
urgently request every doctor of medicine in this State to recognize the values
to his patients and to himself of Michigan Medical Service, that every physician
endorse the service and become a subscriber (policy owner) thereof, and, further,
that every practitioner of medicine constantly spread the word concerning the
advantages of the voluntary, medical society-sponsored program of group medical
care to all his patients, friends, and acquaintances, to the end that the protection
of Michigan Medical Service is available to all persons in this State, thus ob.
viating any desire or need for bureaucratic medicine.

That was unanimously passed.
The Midhigan Medical Society has also gone on record--'
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Senator

DONNELL.

Pardot me, Doctor. Did you give us the date

of that resolution ?
Dr. NovY. 1945. September.
The CHAIRMAk. Does the resolution itself show the date?
Dr. Novy. Yes.
Senator DONNELL. Thank you.
Dr. NovY. The Michigan Medical Society, through its house of
delegates, has repeatedly expressed itself as being definitely opposed
to the type of legislation. that is exemplified in the bill that is under
discussion here.
That is from the house of delegates, who are in direct touch and are
truly representative of the profession in the State of Michigan.
We have an expression of the popularity or the satisfaction with
which the Michigan Medical Service is greeted by the public.
I am going to take occasion to quote an example from the report of
an insurance committee of the UAW-CIO that was submitted to the
national executive board.
I believe you were to hear from that group later on.

Quotation:
This committee's first,duty to the rank and file is to inform the national board
members that we, Michigan Auto Workers, are now enrolled in the best hospital
and medical insurance to be found anywhere in these United States. The
Michigan Medical Service writes the most liberal contract we have ever seen,
and fully protects women, who are two and one-half times the surgical risk men
are, plus the fact that thdy actually pay 90 percent of the premium dollar back
in benefits.

Senator DONNELL. What was the date of that communication,

Doctor ?

Dr. NovY. That was in 1944 and 1945. December 1944.
The response on the part of the doctors throughout Michigan has
been most gratifying.
In contrast to opposition that has been expressed very broadly
throughout the country on other plans, this plan in Michigan actually in operation has the wholehearted support, as has been indicated,
of the doctors in the State of Michigan.
PARTICIPATION OF VETERANS IN

MICHIGAN MEDICAL SERVICE

We have also engaged in a slight variation, and that is providing
bare for the veterans of the State of Michigan, who have service-connected disabilities.
This is an entirely new procedure, as far as the country at large is
concerned, and lias been followed by other States, or other States have
slightly anteceded us in some features thereof.
This veterans' participation we will call to your attention in this
way:

You are aware that a year ago the veterans' organizations had difficulty in taking care and properly serving the men in their care.
In June a year ago, the county society and the State society were
approached to take care of those veterans in some way in order to
take the load off of the governmental shoulders.
Over 8,000 individuals were backlogged without any help.
We made a proposal, offering to take care of those veterans through
the Michigan Medical Service. That proposal was sent on here to
Washington. That proposal was submitted.
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At that time,,if you will recall, the Veterans' Administration was
under fire. .No changes had been made in the set-lip of the Administration. And we found at that time that any help offered.by the
Michigan Medical Service was rejected.
I take occasion to quote from the letter whereby that was turned
down in order to make one point, and that is the point that Government agencies tend to be self-satisfied, and thereby the type of work
that they produce is inferior.
This proposal was made at the time the public was calling attention
to the inferior services offered by the Veterans' Administration.
May I quote:
From past experience-

this is under date of August 21, 1945, this particular letterFrom past experience this procedure now in use-

referring to the Veterans' Administrationin rendering out-patient treatment to eligible veterans has proved successful.
It is felt that the proposition for the Michigan Medical Service to take over
the out-patient treatment of disabled veterans would not in any way improve
the present system by 'which our disabled veterans are furnished out-patient
treatment for their service-connected disabilities.

That was signed, "Charles M. Griffith, Medical Director."
The CHAIRMAN. Medical Director of the Veterans' Service?
Dr. Novy. Yes.
The CHAIMAN. It was the medical adviser of the Veterans' Service
that made that statement
Dr. NovY. The signature is "Medical Director."
The CHAIRMAN. Medical Director. He would be a doctor, of
course ?

Dr. Novy. I believe he is. That I cannot say for sure. I believe
he is.
As I think it over, I am quite sure of that.
The CHAIRMAN. You say that the proposal of the Michigan Medical Service to take care of the veterans was rejected ?
Dr. NovY. Yes.
The CHAIRMAN. By the veterans?
Dr. Novy. And I would go on to say, if I may, that following that
rejection, although they had a backlog swamping them in June a
year ago, they had a greater backlog than they had had at any time
since the last war.
And the war was not over at that time, and more veterans, of course,
obviously were coming.
Subsequent thereto, the Veterans' Administration was changed.
Generals Bradley and Hawley took charge.
It became evident to those gentlemen that some changes were necessary despite previous statements.
At the first opportunity General Hawley heard of the proposition
of the Michigan Medical Service, he immediately requested that we
come to Washington and explain the thing, and immediately, as
rapidly as such things can be done, it was put into effect. It is in
effect.
And added to the veterans' facilities have been over 3,000 doctors
in the State of Michigan to take care of that load of service-connected
disabilities.
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So that the veterans can have a doctor of their own choice, in their
own communities, to take care of their needs, rather than go miles
under difficult travel to veterans' facilities.
At the present time, the veterans' facilities in Michigan, there are
10 full-time men and about 20 half-time men. Other fee designated
men.
To that staff of 10 full, 20 half-time, have been added the services
of over 3,000 doctors of the State of Michigan.
At the present time we are handling veterans at the rate of between
300 and 500 cases per day.
The CHAIRMAN. Doctor, have you a copy of that agreement under

which that arrangement was made with the veterans?
Dr. NovY. I do not believe I have that with me. It can be provided,
and of course is on record with the Veterans' Administration also.

The CHAIRMAN. You will provide us with a copy of that?

Dr. Novy. There is an agreement available here. It will be provided.
(The document referred to is as follows:)
DECEMBE

27, 1945.

To the ADMINISTRATOR OF VErERANS' AFFAIR :

The Michigan Medical Service agrees to make available during the.fiscal year
ending June 30, 1946, all services outlined below in accordance with the terms
and conditions hereinafter prescribed:
(1) The Michigan Medical Service will arrange, through physicians reg-

istered with it for the rendition of the medical services covered by this agreement, for examinations, treatments, and counsel in such cases as may be
authorized by the Veterans' Administration, Michigan. Medical Service reserv.
ing the right, however, to decline any particular case.
(2) The Veterans' Administration will authorize examinations, treatments and counsel. Authorizations for such services will be issued to the
Michigan Medical Service; the Michigan Medical Service will advise the
veteran to report to a physician to the veteran's selection in his community,
such selection to be limited to those physicians registered with the Michigan
Medical Service for the rendition of services under this agreement.
(3) The Michigan Medical Service will be responsible to see that reports
required by the Veterans' Administration are in proper form and that proper
records are maintained which will be available for review by the Veterans'
Administration at any time. The Veterans' Administration will review reports of services and will return to Michigan Medical Service for further
action, without additional cost to the Veterans' Administration, those which
do not meet the requirements of the .Veterans', Administration.
(4) Fees for medical services will be in accordance wih the fee schedule,
which is attached hereto and made a part of this contract. It is understood
that unusually involved cases and services not scheduled will be subject to
review and recommendation by Michigan Medical Service to the Veterans'
Administration for determination of appropriate fee.
(5) The Michigan Medical Service will make payment to the individual
physicians for services rendered on all cases in which authorizations have
been issued and will in turn bill the Veterans' Administratioq at the end of
each month. Veterans' Administration will remit in accordance with such
bill within a reasonable time after receipt thereof.
(6) The Michigan Medical Service contemplates that the performance of
this contract will be without profit to it and if operating results are at variance with this intention revisions will be proposed to produce such a nonprofit operation.
The Michigan Medical Service warrants that the rates charge herein are not
in excess of the rates charged other persons, who are not Veterans' Administration beneficiaries for the same services.
It is impossible to determine the exact or estimated amount which will be
expended under this contract. However, it is understood that upon acceptance
of this proposal, the Veterans' Administration will issue authorizations for sueh
services as are necessary and Michigan Medical Service will carry out its undertaking hereunder.
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This contract shall become effective as of January 15, 1946, and may be terminated by either party by giving 30 days written notice to that effect.
This contract, if mutually satisfactory, may be renewed indefinitely for periods
of 1 year each, upon notice in writing to the contractor at least 60 days prior
to the expiration of each period of 1 year, and written statement from the contractor within 30 days after such notification agreeing to the renewal.
NOTICE TO BIDDERS.-Prices bid should include any applicable Federal excise
taxes, as the United States is not exempt from payments of such taxes.
No Member of or Delegate to Congress, or Resident Commissioner, shall be
admitted to any share or part of this contract or to any benefit that may arise
therefrom unless it be made With a corporation for its general benefit.
Michigan Medical Service agrees that in performing this contract it will not
discriminate against any employee or applicant for employment because of race,
creed, color, or national origin, and that it will include a similar provision in all
of its subcontracts.
MICHIGAN MEDICAL

SERVICE,

By
Approved and accepted.
VErTEANS' ADMINISTRATION,

R. C. KIDD,
Director of Supplies.

(If bidder is a corporation, Form 1264 must be filled out and attached to the
contract.)
The CHAIRMAN. Similar arrangements are being negotiated now by

the Veterans' Bureau with various medical societies m the different

States.
Dr. NovY. Yes; there are other States providing it.

California followed. There was New Jersey, who did have a small,
somewhat different arrangement just prior to the one we submitted.
I would also add that arrangements with the hospital service to
cover similar contingencies of service-connected disabilities has been
arranged with the Veterans' Administration. I have a copy of that
agreement here.
(The document referred to is as follows:)
To MICHIGAN HoPITALr

SERVICE:

Hospital contracts to furnish hospital care to veterans of the United
States armed forces, to the extent and in the manner provided in the contract
effective May 1, 1946, entered into between the Veterans' Administration and
Michigan Hospital Service, a true copy of which is attached hereto and made a
part hereof:
Also, to carry out all provisions of such contract which are provided therein to
be performed by a hospital participating in this Veterans' Administration program, and those things necessary to be done by such hospital to enable Michigan
Hospital Service to perform its part of such contract, including the furnishing of
the reports required in paragraphs 11 and 14, and granting the Veterans' Administration privileges provided for in paragraph 16 of such contract.
It is further agreed that the payments received by Michigan Hospital Service
from the Veterans' Administration for hispital care furnished under this contract will be remitted to - .
Hospital monthly and promptly as received,
less Michigan Hospital Service's administrative cost provided for in its contract
with the Veterans' Administration and included in such payments to it.
This contract shall become effective May 1, 1946, and shall continue indefinitely until terminated by either party by giving 30 days' written notice to that
effect.
H-ospital,
By Approved and accepted.
MICHIGAN HOSPITAL SERVICE,

By ----

President.
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To the ADMINISTRATOR OF VTrERANS' AFFABS :

Michigan Hospital Service contracts with the Veterans' Administration to do
the following:
1. To obtain the consent of accredited Michigan hospitals to furnish hospital
care to veterans to the extent and in the manner hereinafter provided, and keep
the Veterans' Administration advised of those hospitals which have so consented.
2. The hospitals eligible to furnish service under this contract shall include
hospitals participating in Michigan Hospital Service, subject to the approval of
the Veterans' Administration. Hospitals in the State of Michigan which are not
participating in the Michigan Hospital Service may furnish service under this
contract if approved by the American College of Surgeons. If not approved by
the American College of Surgeons, such hospitals may participate if frgistered
by the American Medical Association and located in a community where no
participating hospital is available, if approved by the Veterans Administration.
3. The hospital care to be provided shall include bed care in rooms with two or
more beds, or in single rooms when medically indicated. The services to be
provided by the hospital shall be all services which the hospital provides its
patients either as in-patients or out-patients and for which expenditures have
been made during the year, such costs having been included in the statement of
reimbursable cost submitted to the Michigan Hospital Service. Such services
as are of a professional medical nature and are not included in the hospital's
statement of reimbursable cost shall not be provided under the terms of this
contract, but may be authorized and furnished under the terms of contract
VAm-20166 between the Veterans' Administration and Michigan Medical Service,
dated December 27, 1945. All special and expensive drugs for which the hospital
has made no expenditures during the preceding year shall be paid for on the
basis of the actual cost to the hospital. In those instances where the services
of an anesthetist is not included in the hospital's statement of reimbursable cost,
and it is necessary to have an anesthetic administered by a nurse or lay anesthetist who is not a salaried employee of the hospital, the Michigan Hospital
Service shall reimburse the anesthetist and shall bill the Veterans' Administration on the basis ot the actual cost to the hospital.
4. The hospital shall accept payment according to the agreed rates as full payment for all services provided, and shall accept no payment in excess of the
agreed rates from the patient or from other persons for such services. In the
event that the patient requests and obtains luxury accommodations beyond
those provided by this contract, the patient shall assume full responsibility for
the complete cost of hospitalization, which assumption of responsibility shall
become a direct contract between the hospital and the patient.
5. It is agreed that the rate of payment for out-patient visits in any clinic or
division of a recognized out-patient department of a hospital shall be reimbursed at an inclusive rate figure that covers all services provided the patient
by the hospital. The rate of payment shall be based upon calculation by the
hospital of the reimbursable cost per out-patient visit, as outlined under section
F of the hospital statement of reimbursable cost submitted to the Michigan
Hospital Service.
6. The hospitals will make available their facilities for hospital care to
veterans under this agreement, having due regard to their obligations to and
the need for hospital care of other citizens of the community, and under the
general rules and regulations, then in force, of the particular hospital which is
to furnish the care.
7. Authorization for furnishing such services will be issued to Michigan Hospital Service by the Veterans' Administration in each individual case. Michigan Hospital Service will then furnish the veteran a list of hospitals in his
community available for service, and the veteran will be admitted to one of
these hospitals after the necessary arrangements have been made by his doctor
having staff privileges at the particular hospital.
8. If a veteran receiving in-patient care is absent from a hospital for a period
longer than 24 hours, no charge will be made for his or her maintenance during
such absence. However the hospital is not bound to reserve either bed or board
during such absence.
9. A report of admissions, discharges, or deaths of patients also of injuries or
accidents affecting patients of Veterans' Administration will be furnished in the
manner and form prescribed by said Administration. During the period of
hospitalization, when requested, and within 3 days after discharge of any patient
admitted under the terms of this contract, a complete report of the findings,
including diagnoses established during hospitalization, will be forwarded by the
hospital to the Michigan Hospital Service.
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10. In the event of the death of a hospitalized Veterans' Administration
patient, the hospital shall immediately assemble, inventory and properly safeguard his personal effects and valuables within the hospital, and shall transmit
a complete itemized inventory to Veterans' Administration within 24 hours after
death. The hospital shall assume full responsibility for such personal effects,
and shall not surrender any portion thereof (except articles of clothing necessary
for proper burial) until authorized to do so by the Veterans' Administration.
11. The Michigan Hospital Service will be responsible to see that reports
required by the Veterans' Administration are in proper form and that proper
records are maintained which will be available for review by the Veterans' Administration at any time. The Veterans' Administration will review reports of
service and will return to Michigan Hospital Service for further action, without
additional cost to the Veterans' Administration, those which do not meet the
requirements of the Veterans' Administration.
12. The Veterans' Administration will pay monthly to Michigan Hospital
Service for the hospital care furnished under this contract. In the event a
veteran remains in a hospital longer than 30 days, Michigan Hospital Service
shall bill the Veterans' Administration for such veteran's care at the end of
each month. In determining the length of the veteran's stay in the hospital for
which payment will be made, the date of the admission, but not the date of the
discharge, shall be counted.
13. The formula for determining patient day cost under this contract shall be
similar to joint hospital form 1, currently used by United States Department of
Labor (Children's Bureau) and the Federal Security Agency (Office of Vocational
Rehabilitation), a copy of which is attached and made part of this contract,
except where modified for the purpose of this contract. If the cost per patientday established by a hospital's statement of reimbursable cost appears excessive
as compared with costs per patient-day for services of comparable quality in other
hospitals in the State of Michigan, the Veterans' Administration shall establish
the maximum rate to be paid under this contract.
14. Michigan Hospital Service will furnish to the Veterans' Administration a
list of the hospitals which have agreed to render service under this contract, and
also a statement for each hospital of the patient-day cost as outlined in paragraph 13 hereof and determined from the formula similar to that covered by
joint hospital form 1, or a certified statement from the State health department
as to the hospital's reimbursable cost approved by that agency, based on joint
hospital form 1. It will also furnish a statement of the number of beds which
each hospital will, insofar as possible, have available for the care of veterans,
and list any limitations as to the type of patients which may be accommodated,
e. g., male, female, TB., G. M. and S., NP, colored or white. Each participating
hospital shall submit to Michigan Hospital Service, at least every 12 months, a
statement of reimbursable cost for the hospital's most recent accounting year,
and one may be submitted more frequently (not more often than every 6 months,
however), but must cover a full 12 months' period. Whenever a new rate of
payment is approved, it shall be effective as of the date of approval, and not
prior to such date.
15. The Michigan Hospital Service intends that the performance of this contract will be without profit to it. A statement of the cost of administering this
program shall be submitted semiannually by the Michigan Hospital Service to
the Veterans' Administration. If operating results are at variance with this
intention, revisions will be proposed to produce such a nonprofit operation. The
Veterans' Administration shall be authorized to examine pertinent records of the
Michigan Hospital Service to verify nonprofit operation.
16. It is expressly agreed and understood that the Veterans' Administration,
in respect to the hospitalization and care of patients of the Veterans' Administration under this contract, shall have the right to the privileges when desired
as hereinafter mentioned:
(a) Inspecition of the hospital and all appurtenances by an authorized
representative of the Veterans' Administration designated for this purpose,
to determine whether the standards maintained conform to the requirements
necessary.
(b) Extension to a designated medical officer of the said Administration
of the privileges of consultation with the medical staff of the institution,
insofar as it concerns the medical care and treatment of Veterans' Administration patients.
(c) Extension, if permitted by the regulations of the institution, to a
designated medical officer of said Administration, of the privileges of super-

1960

NATIONAL HEALTH PROGRAM

vising the care of Veterans' Administration beneficiaries admitted under
the terms of this contract.
17. This contract shall be effective from May 1, 1946, to.June 30, 1946, and may
be terminated by either party by giving 30 days' written notice to that effect.
In the event that this contract is terminated by written notice, or by limitations
of time, or otherwise, and until a new contract, if any, shall have been entered
into with the Michigan Hospital Service, for a subsequent period, payment for
the care and treatment of Veterans' Administration patients, admitted prior to
and remaining after the expiration of this agreement in hospitals participating
in Michigan Hospital Service, shall be made at the rates as agreed to herein.
18. This contract, if mutually satisfactory, may be- renewed indefinitely for
periods of 1 year each, upon notice in writing to the contractor at least 60 days
prior to the expiration of each period of 1 year, and written statement from
the contractor within 30 days after such notification agreeing to the renewal.
19. NOTICE TO BIDDEBs.-Prices bid should include any applicable Federal excise
taxes, as the United States is not exempt from payment of such taxes.
20. No Member or Delegate to Congress, or Resident Commissioner, shall be
admitted to any share or part of this contract, or to any benefit that may arise
therefrom unless it be made with a corporation for its general benefit.
21. Michigan Hospital Service, and each hospital participating hereunder, individually agrees that in performing this contract it will not discriminate against
any employee or applicant for employment because of race, creed, color, or
national origin.
MIOHIGAN HOSPrrAL SERVICE,

By
Approved and accepted.
VmBERANs'

ADMINISTRATION,

By
(If bidder is a corporation, Form 1264 must be filled out and attached to the
contract.)
[Return this statement to your official State agency]
[Joint Hospital Form 1, July 1945.

7-31-47.

Budget Bureau No. 44-R403.2, Approval expires

VA, Reports Control Symbol .10DE-1

U. S. Department of Labor, Children's Bureau; Federal Security Agency, Office
of Vocational Rehabilitation; and Veterans' Administration, Department of
Medicine and Surgery
HOSPITAL STATEMENT OF REIMBURSABLE COST

Name of hospital - - - - - - - - - - - - - - - - - - Period covered by statement: From -------A. Type of Control' (check one only) :
Government

--

Address ------, 194--, to --------

Nonprofit Organizations

--------, 194-_

Proprietary

O Church related-Catholic I Individual or partnership
State I1 City
O County O City-County O Church related-Other O Corporation
O Nonprofit Associations
0

B. Statistical data:
In-patient statistics:
1. Beds (exclusive of bassinets) available at beginning of account
year--

-----------

2. Beds (exclusive of bassinets) available at end of account year
----------------------3. Bed-days .-----------

----

------..

NOT.-For any terms not defined here, see the manual, Hospital Accounting and

Statistics of the American Hospital Association.
I Hospitals, as the term is used in this Statement, include maternity homes providing
delivery service and convalescent homes.
sType of control indicates ownership or auspices under which the institution is conducted.
' Bed-days should be the currently compiled count of beds available each day, or if this
is not possible, the bed complement at the end of the report year multiplied by 365 days.

I
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B. Statistical data--Continued
In-patient statistics-Continued
4. Total in-patient days (exclusive of newborn-infant days')---- ------(a) In rooms with only 1 bed----------------- -----------(b) In rooms with 2 or more beds---------(item
beds
5. Percent of in-patient days in rooms with 2 or more
------------4 (b) divided by item 4)------------------6. Percent occupancy (total in-patient days, item 4, divided by

-------bed-days, item 3)------- ------------------------7. Discharges (including deaths)-------------------------- ------8. Average length of stay (in-patient days, item 4, divided by
discharges,, item 7)------------------------------------ -------Out-patient statistics:
9. Total out-patient visits 6 provided during account year (sum of
---

items 10, 11, 12 below)---------------------------

10. Visits by clinic patients----------------------------(a)

Clinic visits----

(b)

visits

for

special

services

-------

--------

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

(laboratory,

X-ray, etc.)----11. Visits to emergency sei-vice----.-----

-------

12. Visits by private patients (laboratory, X-ray, etc.)
C. Total operating expenses:

------ ----

Joint Hospital Porm 1

--------1. Total amount of expenses per books
2. Expenses to,be deducted' (if included in item 1
above)(a) Research expense and medical education--- -(b) Cost of gift shops, lunch counters, etc-----------(c) Cost of guest meals or meals paid for by
-------employees -----------

---

(d) Cost of telephone and telegraph charges paid
for by patients, guests or employees------------(e) Cost of drugs or supplies that are purchased
by individuals not admitted as in-patients
or outpatients
-------------(f) Provision for depreciation of buildings and
------equipment-------- ------

(g) Bad debts or provision therefor---- .---

-.---

SNewborn-infant days to be excluded from the count of total in-patient days are only
those days when an infant occupies a bassinet (in the nursery) during the mother's
hospitalization. Thus, the count of days for a prematurely born infant remaining in the
hospital after the mother is discharged, or for an infant delivered at home and later
admitted to the hospital, or for an infant admitted or transferred out of the nursery for
an illness is included in the total in-patient days reported.
SOut-patient visits for the purpose of this statement are the occasion of any personal,
professional services to an out-patient (an individual registered for and receiving service
in the institution but not occupying a regular hospital bed or bassinet) on any single
admission in any subdivision of an out-patient department, clinic, or hospital. This count
includes visits of out-patients to regular clinics of an organized out-patient department
and also visits of individuals (including private service patients) who are not admitted to
in-patient service but who receive care in emergency rooms, or X-ray, laboratory, physical
therapy, and similar services.
If an individual receives services in more than one subdivision of an out-patient department, or in other service divisions of a hospital or clinic, a visit should be recorded for
each separate service, for instance:
A patient served at a medical clinic, referred to the surgical clinic, to the X-ray department for examination and also to the physical-therapy service for treatment, would have
4 visits recorded. Also, a private patient referred to the X-ray and laboratory services
for examinations would have 2 visits recorded.
Note that visits of private out-patients are included, for the purposes of this statement,
in the count of out-patient visits.
SThe amount to be entered should be as follows:
If reporting on theAmount to be entered:
Accrual basis--------------Total expenses.
Cash basis.---...Total
--------.cash disbursements.
Modified cash basis------.
-- Total cash disbursements after giving effect
to adjustments.
Do not include in item C-l expenditures for land, buildings, and permanent improvements and equipment, whether replacements or additions.
SIf the public accountant certified that the "total amount of expenses" (C-1) did not
include any of the items listed under item C-2, entries should be made for items C-1 and

C-8 only.
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C. Total operating expenses---Continued
2 Expenses to be deducted--Continued
(h) Estimated value of donated or voluntary
services 8-------------(i) Interest expense----------(j) Real estate taxes and income taxes----------(k) Rent expense-----------------(m) Other (specify)-------

S--------------------------------

(n) Total of items (a) through (m)-----3. Total amount of operating expenses applicable to inpatient and out-patient services (item C-1 minus
------------ - - - - item C-2 ())

--

' Any estimated value for the services of sisters or other members of religious orders who
serve in the hospital are to be included in this item.
* Among the types of expenses included in item C-2 (m) that are to be deducted will be
those for services furnished not by the hospital's own personnel but by other persons for
whom the hospital acts as a billing and collection agency. X-ray, laboratory, and physicaltherapy services are sometimes provided in this manner. Fuller explanation is made in
footnote 12, which discusses the distinction between items D-12, 4-13, D-15, and C-2 (b).
D. Operating expenses for calculating reimbursable costs:
Out-patient service I

,
Classification of expenses

Total

(1)
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.

(2)

(3)

total
Total,
clinic and
private
'(4)

Clinic

Private

(5)

(6)

Administration ........................................- ........... .-..-........ ..........
- ... ....
Dietary.--..---................------------ --------...-----------.
----------......
...----.
--...---..
Laundry.... --------------------.-----.....---..
-.............. .-...........-.
Housekeeping....................................................... ...............
.......
Heat, light, power, and water............... ..............-..- .. ..........-..
...---............Maintenance and repairs..------------..--------- --- . - - ---------.--.
..........
Motor service -------------........................
............- ............
Medical and surgical service-........--.......
------ - -............ -............
..- ...- ..........
Nursing service and nursing education ..---.- --..... ---..
-...- ............- .........--. ..........
Medical records and library-..................----- ---...
- ................
..-.......Social service....---------------.------.------------------ ---.

12. 12.
X-ray 12 .....

13'.
14.
15.
16.

In-tient
service

-----------------------------12ray

.

......
----------

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

.

.........
..........
----------

Laboratories I
-------.---.-----..----- -----..-.--------Pharmacy-.---................... .. .
..--..- ......-- ...- .........
....----.........
- - ......... .---....
........
Physical therapy I'.....................................
Other special services 1s ------------- ---- ----------

(Specify)-............--.-

17.

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

--.......---..........
----

-...........

.

.

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

-- ...------

.......

..

.---.---..

-.....-

..... .......-

(Item 17 (2) should equal item 0-8)
0o The

expenses for all services provided by the hospital to all patients are to be included
in this section.
A hospital having fewer than 25 available beds. may elect to submit a statement of
operating expenses in accordance with the classification per books of the hospital instead
of using the classification of expenses given in section D. Such a hospital should, however,
complete all items in sections A, B, and C.
Maintenance of student nurses and members of religious orders who serve in the hospital
may be included in the appropriate departmental items 1 through 15.
Detailed instructions of expenses to be included under each heading and a method for
allocating in-patient and out-patient operating expenses are given in the manual, Hospital
Accounting and Statistics, of the American Hospital Association.
11 Columns 4, 5, and 6 should cover all expenses incurred in rendering service to outpatients (as defined in footnote 5) as differentiated from in-patients.
Hospitals that provide out-patient services both to clinic out-patients and to private outpatients may at their own option distribute their total out-patient expenses between these
two types of out-patient care. If this is done, columns 4, 5, and 6 should be used. If the
hospital does not wish to distribute the out-patient expenses, only column 4 should be used.
Hospitals that furnish out-patient services to clinic patients only should fill in column 5.
Hospitals without organized out-patient clinics, that furnish services to private outpatients only, should fill in column 6.
If in-patient and out-patient expenses cannot be segregated according to the method
advocated by the American Hospital Association or by a comparable method, estimated
expenses to be entered in item 17 may be computed as follows
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E. Calculation of reimbursable cost of in-patient service:
1. Total amount of operating expenses for in-patient service (from
---------------------item D-17, column 3)---------------for
agencies
2. Less: Income from Federal or State public health
nursing education, including income for maintenance, uniforms,
- - - -- - --- - - - ----- - - - - - ---- - - - - -supplies, etc. 1
------------------------------3. Balance (E-1 minus E-2)-----------4. Number of in-patient days (item B-4)-------5. Average computed per diem reimbursable cost (E-3 divided
----------------------------------------by F-4) --and
6. Supplementary allowance for depreciation of buildings
equipment, rent, interest, etc. (10 percent of item E----------------------------7. Total (E-5 plus E-6)----------8. Reimbursable cost of in-patient service per patient day " (85
percent of E-7, unless more than 70 percent of all in-patient
days are in rooms with 2 or more beds (B-5) ")
9. Administrative cost for Michigan Hospital Service participation
in this program, 7 percent
For hospitals that do not separate expenses but do furnish services to both clinic and
private out-patients multiply the total number of out-patient visits (B-9) by $1.50
and enter the result in item 17, column 4.
For hospitals that furnish services to clinic out-patients only multiply the number of
visits of clinic patients (B-10 plus B-11) by $1.50 and enter the result in item 17,
column 5.
For hospitals that furnish services to private out-patients only multiply the sum of
the number of visits to emergency services and visits by private patients (B-11 plus
B-12) by $1.50 and enter the result in item 17, column 6.
12 If the hospital provides all X-ray services, including the professional services of a
radiologist, alL expenses are to be included here. (This refers to any individuals who
receive salarie fees, commissions, or maintenance.)
If the hospital provides X-ray services exclusive of the professional services of a radiologist, only the expenses to the hospital should be included in this item. (The radiologist
may bill separately for his professional services.) *
If the X-ray department of a hospital is rented outright to a radiologist, any expenses
recorded in the hospital's books are to be excluded from this item and should be shown
in item C-2 (m).
If the hospital acts as the billing and collection agency for radiologists or other individuals not employed by the hospital who provide service in this department, the amounts
collected for, and paid to, these Individuals should be excluded from this item and should
be shown in item C-2 (m) if recorded in the hospital's books.
These instructions should be followed in determining cost for laboratory or physicaltherapy service.
u List each special service not elsewhere included, such as cardiography, basal metabolism,
and special expenses such as salary and maintenance of chaplain or maintenaneeof chapel.
,The amount chargeable to Federal or State public health agencies during the accpputig
year covered by the statement should be entered, not the amount of cash received.
15 Subject to the maximum rate established by the State agency.
" See the following table:
Percent of in-patient days Percent to be
in rooms with two or used in computmore beds to total in- ' ng reimburpatient days in all so- sable cost of incommodations excludpatient service
ing new-born-infant per patient day
days)
(Item B-6)
(Item E-8)
More than
98
96
94
92
90
88
86
84
82
80
78
76
74
72
70
0

Not more than
100
98
96
94
92
90
88
86
84
82
80
78
76
74
72
70

Percent
100
99
98
97
96
95
94
93
92
91
90
89
88
87
86
85
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F. Calculation of reimbursable cost of out-patient visit:"v---

-

-

-

.

-

Item

TotalClinic and
private

Clinic

Private

(1)

(2)

(3)

(4)

1. Total operating expenses (item D-17) -----------------.--------.---------..
2. Number of out-patient visits 1 -........---------.---....-...--.............-------

--

-----------..........

..-----....

3. Average cost per visit (F-1 divided by F-2). ,---------..
..------- ............
-............
-.---...
4. Supplementary allowance for depreciation of buildings and equipment, rent, interest, etc. (10 percent of item F-3)------,----------..-.....----..---.......--......
5. Reimbursable cost per visit (F-3 plus F-4) .-............................
--------.........
............
6. AdItinistrative cost for Michigan Hospital Service participation
in this program, 7 percent....-----...
---------........ ........................
....
ITThe columns in which entries are to be made in this section will depend on whether
organized clinic out-patient services are provided and whether the expenses for such
services are separated' from private out-patient services. See footnote 11.
"sIf the entry in item D-17 is in column 4, enter the same figure in column 2 of item
F-1; if the entry in item D-17 is in column 5, enter the same figure in column 3 of item
F-l; if the entry in item D-17 is in column 6, enter the same figure in column 4 of item
F-1. If all three columns are filled in for item D-17, the same figures should be used in
the three columns of item F-1.
1
The number of out-patient visits used here will depend on the entries in item F-I. If
column 2 is used, the number of out-patient visits should be item B-9; if column 3 is
used, the number of visits should be item B-10 plus B-11; if column 4 is used, the number
of visits should be the sum of B-11 and B-12.
20 Subject to the maximum rate established by the State agency.

G. Form of certification by officer of hospital: n
I,

-----(Name)

the ---------------

-. ,------of

(Title)

--------- ,,--

---------------------,-

(Name of hospital)

(City)

(State)

do certify that I have examined the accompanying statement of total expenses,
the allocation thereof between in-patient and out-patient services, and the calculation of reimbursable cost of in-patient service per patient day and of outpatient service per visit for the hospital for the year ended -----------,
194-, and that to the best of my knowledge and belief it is a true and correct
statement prepared from the books and records of the hospital in accordance with
instructions issued by the Children's Bureau, United States Department of Labor,
and Office of Vocational Rehabilitation, Federal Security Agency, Washington,
D. C., under date of July 1945 (except as indicated below) as contained in this
Statement.
A certification by a public accountant of the correctness of the amount entered
in item C-1 [is] [is not] attached.
*I certify that the hospital could not obtain the services of a public accountant
to make an audit to determine the total expenses of the hospital during the year.
I further certify that the records of the hospital for the period covered by the
operating statement were maintained on the -------------------basis.
(Accrual, cash. or modified cash)

(Signed)

-------(Officer or Superintendent of Hospital)
----------------------

---(Title)

H. Form of certification by public accountant:
I hereby certify that the amount $---shown in item C-1 of the accompanying statement of total expenses of ------------------------------(Name of hospital)

--...-........------------

, -----------

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

for the year ended
(State)

(City)

, 1941-..,

is correct in accordance with my audit of

s2 The statement of expenses should be based upon the amount of total expenses certified
to by a public accountant who is not an employee of the hospital.
This form is to be executed by every hospital A hospital operated by city. county, or
State government may furnish certification by the superintendent or an officer of the
hospital. For form to be used by public accountants, see p. 8.
*Delete this sentence if certification by public accountant is attached.

1965

NATIONAL HEALTH PROGRAM

the books and records of the hospital after giving effect to all adjustments resulting from my examination of the books of the hospital, and to the instructions
outlined by the Children's Bureau and Office of Vocational Rehabilitation for
preparation of Statement of Reimbursable Cost under date of July 1945.
My examination was made in accordance with generally accepted auditing
standards applicable in the circumstances and it included all proceduces that I
------consider necessary (except as qualified below): --,,,,,,,o-.----------II
-------- ,,-The amount entered in item C-1 [includes] [excludes] items listed under
item 0-2.

The records of the hospital for the period covered by the operating statement

were maintained on the -----..

basis.

--------

(Accrual, cash, or modified cash)
(Signature of public accountant)

UNSUCCESSFUL

EXPERIENCE WITH COMPLETE MEDICAL CARE

Dr. NovY. I wish next to take up some figures of actual experience
we have had, first of all, with the over-all medical plan that was
referred to before.
This plan covered home and office care, hospital care, complete medical coverage, but did not include the services of nurses, dentists, or
other allied care.
The figures that I will give are those, first of all, of the medical care
alone, not counting the hospital care.
This group was in effect for approximately 2 years. The numbers
and so on have been previously indicated.
It was found that the cost per service rendered was $4.32. That
included, of course, office cost, deliveries, operations, the whole gamut
of the medical experience.
Senator DONNELL. $4.32 per month?
Dr. Novr. Per service. The number of times a patient went there
and asked for help and received help. He may have asked for it for a
cold or he may have asked for it for an appendectomy.
The average cost of each service that he requested was $4.32.
The cost per individual for the year, including a small administration cost of around 10 percent, was $31.44.
Each individual in this service asked for 6.639 services per year.
I want to comment on that in just a moment.
However, I will comment on it immediately in this way, by calling
your attention to the fact that if this service had been available and
been present at the same rate throughout the entire State of Michigan
with some 4,000 doctors available in the State of Michigan and every
doctor working 40 hours a week, he would have had to see one patient
every 15 minutes, approximately; an appendectomy, 15 minutes; an
office call, 15 minutes. There would not have been doctors available
to have rendered that service adequately.
Admittedly, these figures are on a small basis. Admittedly, there
may be errors in selection.
However, actuarial costs on this problem are difficult to obtain,
and when we come to multiply these figures by the population of the
United States, errors, of course, can be multiplied thereby, but if we
do this, the cost for medical service under complete coverage as we
actually experienced it in the State of Michigan costs, not including
the administration, not including the hospital cost, would be in the
neighborhood of $4,000,000,000 a year.
85907-46--pt. 4--
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This particular service cost the medical service of the State of
Michigan a loss "f $131,000 to find out these figures, a loss of about
50 percent.
The total income was $148,000, and over and above that, the loss
was $131,000.
Those are the figures that we obtained. o that experimental cost.
We have in existence at the present time the most successful portion
of our plan, which is the surgical plan. This surgical plan includes
all operative procedures while the patient is within the hospital.
As you will recall from exhibit B, the people of the State of
Michigan were particularly interested in the catastrophic illnesses
and severe illnesses. It is that type of illness that forces the patient
to go to loan agencies and such to meet the cost. It is in that group
there that the people wish assurance.
They are willing to take care of the minor office procedures, but
the catastrophic illnesses are the ones that they wish to protect against,
the same as you protect against 'other catastrophic illnesses from
cyclones on.
The surgical service, cost of professional services for doctors of
medicine, surgical operations, and a $15 fee for X-rays, show that the
average cost per month, including the administration fee, and again
I call your attention to the low administration fee that we enjoy, is
$0.5562. That is to say, 55 cents per month, approximately, which is
somewhere around the cost of four packages of cigarettes a month.
You will also recall that the statistics of the country at large and
of Michigan show that of all the hospital illnesses, general hospitals,
that' two-thirds of the patients in those hospitals are surgical cases.
Only one-third are medical cases.
The combination of the medical-surgical hospital care, in other
words, payment for medical care whenever in a hospital, was $0.7985.
It is a little bit better than the other; about 52 packs of cigarettes
a month..
If we are to translate these same comparable figures, the over-all
care costs of professional services of doctors of medicine, and for all
professional services in home, office, or hospital, based upon our
experience with our low overhead. it would cost $2.62 per month.

The next feature that I would like to call your attention to is in
regard to the hospital care, and more particularly I wish to make
definite reference to the provisions of the bill under consideration.
The bill under consideration provides that there shall be paid
between $3 and $7 per day by the patient for the care of the individuals
in that bill.
In Michigan we have available the costs of hospitals, because practically every hospital in the State of Michigan is participating in our
hospital plan, and their payment is made with that understanding.
The average throughout the State of Michigan, where there are 155
participating hospitals with 22,356 beds; in 31 hospitals they can take
patients in at less than $7 per bed, and maintain costs. That provides
in the State of Michigan 1,758 beds that would be available should
this bill pass and go into effect.
By law the amount that can be paid is $7.
By actual fact the costs in Michigan are greater.
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And it would mean a definite lowering of medical standards in
order to meet the cost as prescribed and specified in the bill.
The situation is even worse in the city of Detroit. In the city of
Detroit better than one million and a half population, there would
be available just 181 beds to take care of the people who would come
under the bill as proposed.
In other words, 181 beds in the city of Detroit can be available at
less than $7 a day cost.
A great many statements have been made as to whether or not this
bill is going to produce deterioration in medical care.
The limitation on hospital practices, the best care in the hospital
to that extent practically annihilates the use of hospitals or forces
them to reduce their standards of care, and that is indicated there.
The next point that I would like to bring up is a point that is a
change slightly from our present statement.
WEALTHIER PEOPLE ARE NOT HEALTHIER

A great many statements have been made in regard to this bill as
to the benefits that are going to accrue to the public at large from the
measure. Wild statements as to the tremendous benefits that will be
obtained by a general over-all coverage have been made. Those statements are difficult to actually prove.
They are, however, subject to some type of an analysis. It was
brought out, I believe by the chairman of this committee at one time
during these hearings, that for individuals whose income was below
$1,000 that only 2.2 doctor calls per year were received, and that those
who were below the $4,000 level received 3 doctor calls per year, but
those whose incomes were above, in the wealth class of $10,000 per
year, received as many as 51/ calls per year.

You will recall that our experience in Michigan under a plan that
allowed the full liberal use of medical care that the people in Michigan
not only used all that was needed, but exceeded it, requiring 6.6 calls
per year.
That is a figure definitely higher than the wealthy people of the
country use.

How much of that is needed ? Those same figures that were quoted
were quoted from the Public Health Service data, and I have here a
chart that I believe is of interest to anyone who is considering this
problem.
It is compiled from two sources:
One, the United States Public Health Service data; and the other,
the United States Bureau of Labor Statistics.
And they approach the problem from two different angles and they

arrive at a conclusion that is strikingly similar.
United States Public Health Service data indicate that at the level
of about $1,800 per year for a family, adjusted to 1943 prices, the peak
of health is attained, and that thereafter, no matter what the income
of that family is, the health of that family is not increased.
In other words, the impression that is given widely that if there is
plenty of available medical help, efficient medical help, that that does
not necessarily mean a definite improvement in health.
These figures would show that if the income of $1,800 per year was

reached there is sufficient income available to that family to utilize
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all that is necessary to maintain health as good as that maintained by
the millionaire, who requires plenty of coddling and extra attention
and that conversely the millionaire is no more healthy than the man
of the $2,000-income group.
The other figure that is present in this chart, from a different source
and a different angle, is the United States Bureau of Labor Statistics
data, that shows that the health and morale maintenance budget is
at the same point.
In other words, the question of maintaining health is in the group
that is below the $1,800 income for the family level.
And if one is looking to the improvement of the health of the people
of the United States,his entire attention should be directed to that
group below the $1,800 family level.
If he is looking for convenience of providing an insurance plan or
forcing an insurance plan on members higher in the economic bracket
than that, that is another thing.
But any impression that is given the public that this bill or any bill
that is going to provide excess medical care to individuals above that
$1,800 budget is a false impression.
For the record, and for you, if you care to look at them, are available
these particular charts.
(The charts referred to are as follows:)
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Dr. Novr. We are also asked in this bill to provide a governmental
type of supervision of medical care. There seems to be considerable
difference as to how much the supervision will amount to.
We believe that the supervision will be very considerable.
These plans-similar plans-of supervision of medical care have
been present in other countries.
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That has been reported before this committee. In Germany where,
since the 1880's-in other words, 60 years-such a program has been
in effect. We also have similar effects since 1911 in Great Britain.
That is a somewhat similar plan-the panel system in Great Britain.
At the time that these plans were undertaken, particularly in Germany, Germany led the entire world in'the type of medical care-the
standards of medical care-that were provided.
Doctors from all over the world went to Germany to study. It had
the prestige; it had the men; it had, then, in this fine country-that
country; we could hardly call it fine after the last war-they had,

however, the finest medical talent available. For 60 years they
carried on.
I have a comparison here of the certain factors in regard to the
health of the countries comparing Berlin and London, together with
two large cities-New York and Chicago in the United States.
Those two cities-Berlin and London-with approximately the same
climate, approximately the same type of people, one for years under
a system of govermnent control, more or less complete, and the other
under the free system of American youth.
These figures are quoted from the last available figures from the
League of Nations' epidemiological data for the years 1935, 1936, and
1937.
Chicago and New York, with 11,000,000 population, for infant mortality, 42.5.
Berlin and London, with a population of eight million and threetenths have an infant mortality of 61.
Fifty percent, essentially, higher, and they have been under regulation for 30 to 60 years.

The death rate from diphtheria per 100,000, and diphtheria is a
condition that is very readily susceptible to control; under proper control and proper management it yields positive results.
In my city of Detroit, we have had diphtheria as low as not a single
death in a year.
These are indicated here.
Chicago and New York, average 12 deaths per 100,000.
Berlin and London, 7.2.
Roughly, five to six times as much.
And some places in England run as high as 17 against the condition in my own city where we have gone without a single death.
Seventeen deaths per 100,000, where in Detroit we have gone without a single death.
England has a panel system. There are other factors influencing
that. Admittedly so, but we are asked here to substitute the present
system in America for one simulating and following the directives of

that in Europe.

If they can show it is much better, we certainly would recommend
such information.
The figures on that do not bear it out.
Tuberculosis, also susceptible to control. Berlin and London, 72.8
deaths per 100,000. Tuberculosis in Chicago and New York, 52.5.
Fifty percent higher in Europe.
Sometimes a certain amount of propaganda is spread, and information is improperly used to attain ends.
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Recently, in February of this year, Mr. Altmever, who has been
heard before this committee, spoke to a group of doctors in Chicago,
and he made the statement that the United States of America is not
the healthiest nation in the world.
I have read these figures, which are quite conclusive.
Mr.-Altmeyer's statement is that the United States is not the healthiest nation in the world. Strangely enough, I agree with him, but his
statement is not a correct statement. He is comparing a small nation
with a few million, people situated in a healthful climate with a
nation that has all groups of people and all ranges of climate. He
is comparing a small nation such as the northern European nations.
where a hookworm would be ashamed to live, with our South, where
the hookworm enjoys prosperity.
That statement was made without qualification. And it is the
type of statement in which figures, correctly, Nation-wide, are correct.
He could show that for a small nation, the figures might be better
than for the large Nation of the United States of America.
But his figures, when you compare them as I have done here, populations in the same zone, the same climatic conditions, and essentially
the same type of people, do not bear that out, and they do show that
the health of the American people is way ahead of that of any comparable section of the world.
In handling the medical problems of Michigan, and handling our
problem of the medical service, several things are very important.
A service of this kind does not get along, and cannot get along,
unless it is thoroughly liked by the people who participate and by
the individuals who render service.
In Michigan we have accomplished that.
Our medical society, as you have seen, is back of the plan. Not
only is it back of the plan, but let me emphasize that it is the plan
conceived by the medical society, controlled by the medical society,
and managed by the medical society.
It is the plan.
We have accomplished results.
This is in striking contrast to the opposition of various plans of
this particular bill that is met throughout the country.
The few things that the medical profession insists upon as being
considered proper to maintain good medical care and not allow deterioration have been mentioned before this committee many times.
Let me also call your attention to the fact that it is not entirely
an unjust expression of opinion.
If a doctor has worked in an out-patient department, he goes in
as a young doctor full of enthusiasm, and that doctor, after his enthusiasm has passed, and he looks at a routine client without personal
interest, knows what happens in the way of deterioration of the morale
and interest in his patients.
You have also seen a similar thing occur in the armed services,
in which the service rendered by the doctors of the country in the
armed services deteriorates from lack of interest and is not accepted
by the public, is not liked by the public, because of that lack of interest
and the doctor himself is very much dissatisfied with the type of
service that he has.
There are some that do like it, of course. Ask the average GI what
lie thinks of sick call in the morning. Ask the average doctor who
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has-been assigned to a regiment as to what he thinks of himself as a
doctor. He will tell you he becomes a good "pen pusher" and a "pill
peddler" but not a doctor.
We will also call your attention to the effects of governmental handling in regard to the Veterans' Administration.
You have heard that throughout the last year. You have known
the desirability of change, the change that has been necessary to rectify a condition where the Veterans' Administration, over a period
of twenty-five-odd years, had not made itself respected and well considered by the population of the United States.
Freedom of choice, of course, is absolutely essential.
The medical profession, working daily with the problem, does not
believe that the bill as presented here provides that. That problem
has been taken up again and again before this group.
BUREAUCRACY UNDER THE BILL

We also particularly find distasteful the necessary red tape, bureaucratic regulations that are of necessity to maintain a Government
set-up.
The political influences and corruption that may potentially occur
and the tremendous overhead in the number of bureau employees that
would be necessary to administer this.
Senator DONNELL. Pardon me, Doctor. have you made an estimate

of the probable number of employees that would be required ?
Dr. NovY. I have not made such an estimate.

You have had such

an estimate, however, presented to your committee. You are probably aware of that.
Compared to Germany, I believe they had one employee to every
100 or some such. I am personally only acquainted with that from
reports I have seen before this group, and I believe the estimate
brought out at that time was that such a measure would call for something like a million and a half employees to be added to the Federal

pay roll in order to accomplish the purpose of that, but those figures I
ave no immediate knowledge of.

I will also very strongly call your attention to one thing that is
present in this country at the present time, when it comes to Government regulation and the way in which the people of the United States
respond to that.
The regulations of the OPA are well known. They scarcely need
comment. They scarcely need comment to say that there may be a
black market in the United States because of OPA regulations.
Let me call your attention to the fact that the same kind of things
with regulations in medical set-up will result also in that kind of very
disgraceful service forced upon the medical profession. That is a
black market that is established.
While there may be very good things to be said about this bill.
there have been some good things said about other bills that have
been passed.
It is not long ago that some of you remember a certain act named
the Volstead Act that had many good things to be said about it, and
it did not work.
In finishing, I will make one statement.
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The doctors of the State of Michigan would never strike. But the
doctors of the State of Michigan are unalterably opposed to the type
of regulation that is inherent in this bill.
They believe that it will result in definite deterioration of the
practice of medicine.
They also believe that under the regulations set up you are forcing
upon them a condition quite similar to the regulations now imposed
by the OPA, with its possible bad results.
I will call your attention again to the fact that as far as the catastrophic illnesses, those that call for the outlay or unexpected outlay
on the part of the family, the voluntary medical plans may cover
these. That is, with the cooperation of government, these voluntary
medical plans can give equal care to the hardship level groups. It
has done so in the case of veterans.
For the strictly indigent, such a thing can be accomplished and
the purpose of any governmental handling of the people of this
country should be directed solely to that group who is in need of
support.
That is, the group below the $1,800 family income level.
Thank you.
The CHAIRMAN. Doctor, can you furnish the committee with the

complete plans under which the Michigan Medical Service operates
its program?
Dr. NovY. You mean in regard to the structural set-up
The CHAIRMAN. The services that are rendered, and so forth.
Dr. Novr. As to what is covered?
The CHAIRMAN. Yes.

Dr. NovY. Very briefly, I can say this: That any surgical procedure in a hospital is covered under the medical portion of it.
The CHAIRMAN. Have you got any official program or plan that you

show to the public ?
Dr. NovY. We have got a contract that we have.
The CHAIRMAN. That is what I want.
Dr. NovY. That is what you want. That is available. We have it

here. We will place it in the record.
(The documents referred to are as follows:)

THE BLUE CROSS PLAN
OFFICIALLY APPROVED BY THE AMERICAN HOSPITAL ASSOCIATION

HOSPITAL CARE CERTIFICATE

Michigan Hospital Service
TERMS AND CONDITIONS OF THE CERTIFICATE

I. Definitions.-That when used in the certificate, application, and identification card:
(a) "Certificate" means this document. The certificate, application card, and
the identification card constitute the contract between the Service Association,
as agent for certain nonprofit hospitals, and the certificate holder.
(b) "Certificate holder" means the individual named as the subscriber in the
application accepted by the Service Association.
(c) "Member" means either the certificate holder or spouse or any unmarried
children until the end of the calendar year in which they attain nineteen (19)
years of age, as listed in the application card, or future additions thereto.
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(d) "Participating hospital" means any hospital which is, at the time hospital
service is required, a party to the Inter-Hospital Agency Contract entered into
with the Service Association.
(e) "Physician" means any physician authorized to practice in the hospital
to which the member is admitted for hospital service.
(f) "Rate" means the amount charged as the consideration for the hospital
service contract.
(g) "Effective date" means the date on which the contract becomes effective,
such date to be determined by the Service Association at or before the time the
application is accepted.
(h) "Ward hospital service" means service in a hospital room containing three
or more beds. "Semiprivate hospital service" means service in a room containing
two beds.
(i) "Maternity service" means hospital service covering the care of the mother
at the time of delivery and the care of the newborn (whether one or more) during
the hospital stay of the mother.
(j) "Hospital service" means receiving a member into a participating hospital
as a bed patient in the type of accommodation stipulated in the certificate holder's
application, and furnishing the following services only during such time as the
member is under the care and treatment of a physician, and as long as the physician declares that such service is necessary.
1. Room service.
2. Meals, including special diets and infant feedings.
3. General nursing service.
4. Operating room service.
5. Anesthesia when administered by a nurse, lay anesthetist, or any salaried employee of the hospital.
6. All laboratory examinations, including typing of blood donors, not included in the Michigan Medical Service rider below (see I (k) (1).
7. Physical therapy treatments (see I (k) 1).
8. Oxygen therapy.
9. Drugs used while the member is in the hospital, and listed in the United
States Pharmacopeia (XII) the National Formulary (6th Edition), and the
New and Non-Official Remedies (1944) or such subsequent editions of each
as the Service Association shall determine except that it shall not include
blood or blood plasma, nor prescriptions compounded for the particular
patient.
10. Gauze, cotton, fabrics, solutions, plaster, and other materials used in
dressings and casts.
(k) "Hospital service" does not include the following:
1. Any of the foregoing services listed in section I (j) above, unless rendered to one who is admitted to a hospital as a bed patient, provided, however, that accident cases even though not admitted as bed patients shall be
covered to the extent provided in section III (b). It does not include hospital admission solely for physical therapy, X-ray, laboratory, electrocardiogram, or basal metabolism examinations not incidental to necessary
hospital bed care required at the time of admission.
2. Admission for extraction of teeth.
3. Any hospital care in a veterans, marine or other Federal hospital. It
does not include conditions for which hospital care is available under the
laws of the United States or any State or political division thereof to the
extent such service is obtained without cost to the member.
4. Any hospital care for industrial injuries or diseases for a period during
which the employer is required to furnish hospital service to the member
by the provisions of any law created by any Federal, State, municipal or other
legislative body, applicable or which in any way can be made applicable to
the member, or hospital service for industrial accidents or diseases to which
the employee is entitled by complying with such laws even though he elects
to waive his rights to such service.
5. Services of the attending phyhician or surgeon, X-ray service, electrocardiographic services, services of special nurses, or abulance service.
6. Maternity care except when the mother has been a member in good standing for at least nine (9) consecutive months after the effective date of her
contract and immediately preceding the date of her admission to the hospital.
II. Payment of rate, term and forfeiture.-(a) The certificate holder agrees
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to pay the Service Association monthly in advance unless otherwise provided,
for the services checked in his application card, at the following rates:
Ward
service

Certificate Holder.............
--------

.................---.....................

Certificate Holder ahd Spouse (husband or wife) or Certificate Holder and ChildCertificate Holder Spouse (husband or wife) and Unmarried Children up to 19
years of age------------------------------------...................................

$0.80
1.80

2.00

Semiprivate
service

$1.00

2.20
2.40

The Service Association reserves the right to change the above rates on thirty
(30) days written notice to the certificate holder. Such change of rates shall
become effective on the date in the notice. The certificate holder may notify his
employer or the Service Association in writing not less than ten (10) days before
the date such change becomes effective of his desire to discontinue the service.
(b) The term of the contract shall be for one month from the effective date
and shall automatically be renewed from month to month unless changed as
provided in section II (a), or changed or terminated by written notice given by
the Service Association to the certificate holder thirty (30) days prior to any
renewal date; provided, however, the Service Association may not cancel the
contract except for non-payment of the monthly charge or fraudulent use of the
contract, as long as the certificate holder is a member of a group on pay-roll
deduction, and the Service Association continues to protect this group under the
plan.
(c) If the rate is not paid within thirty (30) days after it becomes due and
payable, the contract is terminated, and all the members' rights thereunder are
forfeited, and further, the participating hospitals shall not be required to furnish
service thereunder to any member admitted during such thirty (30) day grace
period.
(d) The certifl:ate holders' present employer has agreed to collect and remit
the rate to the Service Association, and if in the event such employer fails to
remit such rate and not less than fifty per cent (50%) of such certificate holders
elect to continue their contracts, they may do so by paying the prevailing rate.
at such time and place as the Service Association may determine.
(e) In the event the certificate holder leaves his present employment, the
contract may be kept in effect for the contract period as provided in section
II (b), if the certificate holder makes payment at the rate for the group or
classification to which he is transferred. Certificate holders employed in organizations having pay-roll deduction for the purpose of paying charges under the
contract must make payment through such organizations, and must notify the
Service Association within fifteen (15) days upon changing employment to
another organization having such pay-roll deduction. Certificate holders paying
directly to the Service Association must notify the Service Association within
fifteen (15) days of any change of address.
(f) The certificate holder must notify his employer or the Service Association
within fifteen (15) days of changes in status of members under the contract
resulting from birth, death, legal adoption of children, marriage or divorce of
the certificate holder or children, or entrance into or return from military service.
(g) The issuance of this certificate cancels all previous contracts and all
rights thereunder between the certificate holder and members of his family and
the Service Association, provided, that the member shall he entity d to maternity
service in a ward room when she is.protected under certificates which have been
in force for nine (9) consvntive months following the effective date under a ward
contract; or in a semiprivate room provided the member requiring the same
is protected under -ertificates which have been in force for nine (9) consl-cutive
months following the effective date under a semiprivate contract.
III. Benefits and conditions of service.-(a) Any member in good standing
under this or previous certificates of the Service Association is entitled to hospital
service as needed from any participating hospital for thirty (30) days for each
disability, plus an additional ninety (90) days for each disability at fifty percent
(50%) of the participating hospital's regular charges, except as follows:
Cases involving tuberculosis and nervous or mental conditions will be entitled
only to a maximum of thirty (30) days of hospital service, plus an additional
ninety (90) days at fifty percent (50%) of the hospital's regular charges for all
admissions to participating hospitals unless a period cf at least six (6) months
separates the date of last discharge and the date of readmission.
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Sb) Subject to all the provisions of section I (k) any member is entitled to
hospital emergency room care within twenty-four (24) hours after an accident,
although not admitted as a registered bed patient.
(c) If a member shall desire hospital accommodations which are more expensive than those for which he has contracted, as specified in his application, he
may have such accommodations, if available, by paying to the participating hospital to which he is admitted, the difference between the established room rate
charged by the participating hospital for the type of room service contracted for
and the established room rate of the more expensive accommodation which the
member desires. If the member in such case requires service for more than
thirty (30) days, he may have such accommodations by paying the difference
between one-half (%) of the established room rate as charged by the participating hospital for the type of room service contracted for, and the established room
rate of the accommodation which he desires for a period not to exceed an additional ninety (90) days.
(d) If a member applies for admission to a participating hospital hereunder,
but all beds of the classification for which he has contracted are filled, the
member agrees to accept accommodations of a different classification, which may
be either less expensive or more expensive, until a bed in such service is available, at which time the member agrees to be moved into such bed. If all beds of
such participating hospital are occupied, the member agrees to accept a bed for
such service in another participating hospital to he selected by the member, having
such a bed available. If a bed for such service is not available in any other p:irticipating hospital, the member agrees to accept accommodations of a different
classification, which may be either less expensive or more expensive, in a participating hospital to be selected by the member, until a bed for such service is
available in such participating hospital, at which time the member agrees to be
moved into such bed. If, because of war, public disaster, or any other reason,
none of the participating hospitals can provide the services for the member
specified in this agreement, such member shall obtain the services under the
emergency provisions of section IV hereof.
(e) Both the member and the attending physician agree to conform to the
rules and regulations of the hospital to wliich the member is admitted, including
those governing admissions and type and scope of hospital service furnished by it.
Sf) The participating hospital has no right to select a physician for a member,
and nothing herein contained shall interfere with the professional relationship
between the member and the physician selected by the member.
(g) The member shall present his card of identification when applying for
hospital service.
(h) No person other than a member is entitled to any benefits under this contract. It is not transferable, and shall be forfeited if the member attempts to
transfer it, or aids or attempts to aid any other person in obtaining any benefits
under it.
IV. Emergency!.-( a) If, in case of emergency, a member is admitted to a
nonparticipating hospital, the Service Association will pay to such hospitals for
the services to which the members is entitled as defined in section I and III (b),
above, and subject to the same limitations as stated in section III (a) with
regard to participating hospitals, as follows:
1. For members protected under ward certificates, up to $5.00 per day
toward the hospital's regular charges for a period of not to exceed thirty
(30) days for any one disability; and if additional care is required beyond
the thirty 30) day period, up to $2,50 per day for an additional ninety (90)
days toward the hospital's regular charges.
2. For members protected under semiprivate certificates, up to $6.50 per
day toward the hospital's regular charges for a period of not to exceed
thirty (30) days for any one disability; and if additional care is needed
beyond the thirty (30) day period, up to $3.25 per day for an additional
ninety (90) days toward the hospital's regular charges.
(b) If a member, upon recommendation of a physician, is unable to secure
hospital service (as defined in section I (j) in a participating or nonparticipating
hospital for care other than for communicable disease, the Service Association
as agent for the participating hospitals will refund to the certificate holder a sum
equal to the amount of his payments, but not to exceed the amount contributed
during the twelve (12) month period immediately preceding the refunding, and
the certificate holder and all other members agree to accept said sum as liquidated
damages in full and final discharge of the obligations and liabilities of the
Service Association and all the participating hospitals hereunder.
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V. General conditionii.-(a) The contract is executed by the Service Association as agent for the particular hospital (being one of the hospitals as herein
referred to) selected by the member, and to which he shall be admitted as
provided for herein, and upon admission to a hospital under the provisions of this
certificate, all duties, liabilities, and responsibilities of all other participating
hospitals arising out of or in connection with the particular hospital service
for which the admission has been taken shall forthwith cease and terminate,
and nothing herein contained shall confer upon the member any claim, right,
action or cause of action either at law or in equity against the Service Association.
(b) The authority of the Service Association to act as agent of the participating hospitals in executing the contract is conferred upon the Service Association under and by virtue of a certain contract known as the "Michigan InterHospital Agency Contract," a copy of which is on file and available for public
inspection at the office of the Service Association.
(c) All service certificates shall be on printed forms, and no agent or member
of the Service Association is authorized to vary or change the form or content
of such certificate in any manner or degree except to make necessary and
proper insertions in blank spaces.
(d) Each service contract shall run for a period of one month after the
effective date, provided, however, that it may be renewed in the manner provided
in section II (b). It shall be subject to the right of any hospital to withdraw
as a participating hospital in the manner provided in the Inter-Hospital Agency
Contract
-(e) Any notice herein provided for shall be conveyed and shall be deemed
to have been received by the certificate holder or member after the notice is
deposited in the United States mail with postage prepaid, addressed to the
certificate holder or member named in the application, and by the Service
Association if the notice shall be so mailed to its principal office at Detroit,
Michigan.
LABORATORY EXAMINATION'S RIDER

This is to certify that any member entitled to benefits under the terms of the
above Michigan Hospital Service contract, so long as said contract. shall remain
in effect, shall, by agreement between Michigan Hospital Service and Michigan
Medical Service, be entitled only while a bed patient in a hospital participating
in Michigan Hospital Service to pathological laboratory services which are
under the direction of a pathologist retained-by the hospital. Exception: The
services extended hereby are not available if the member is admitted to the
hospital solely for the purpose of obtaining such benefits.
MICHIGAN MEDICAL SERVICE,

JAY C. KTrrHUM,
Executive Vice President.
PARTICIPATING HOSPITAL

Adrian: Emma L. Bixby Hospital
Albion: James W. Sheldon Hospital
Allegan: Allegan Health Center
Alma: Car'ney-WilcoiwMiller Hospital
R. B. Smith Memorial Hospital.
Alpena: Alpena General Hospital
Ann Arbor:
St. Joseph's Mercy Hospital
University Hospital
Bad Axe: Hubbard Memorial Hospital
Battle Creek:
Community Hospital Association
L. Y. Post Montgomery Hospital
Bay City:
Bay City General Hospital
Mercy Hospital
Samaritan Hospital
Benton Harbor: Mercy Hospital
Big Rapids: Community Hospital
Brighton: Mellus Hospital
Cadillac: Mercy Hospital
Caro: Caro Community Hospital

Charlevoix: Charlevoix Hospital
Charlotte:
Hayes-Green-Beach
Memorial Hospital
Cheboygan:
Community
Memorial
Hospital
Coldwater:
Community Health Center of
Branch County, Inc.
Crystal Falls: Crystal Falls Municipal
Hospital
Dearborn:
Dearborn Industrial and General
Hospital
Keyes Dearborn Diagnostic Hospital
Detroit:
Alexander Blain Hospital
Booth Memorial Hospital
Charles Godwin Jennings Hospital
Children's Hospital
Delray General Hospital
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PARTICIPATING HOSPITALS--continued

Lansing:
Detroit-Continued
Edward W. Sparrow Hospital
East Side General Hospital
St. Lawrence Hospital
Edyth K. Thomas Memorial HosLaurium: Calumet Public Hospital
pital
Ludington: Paulina Stearns Hospital
Evangelical Deaconess Hospital
Manistee: Mercy Hospital and SaniFlorence Crittenton Hospital
Grace Hospital
tarium
Grace-Northwestern Hospital
Marquette:
Harper Hospital
St Luke's Hospital
Ford
Hospital
Henry
St. Mary's Hospital
Kretzschmar Hospital
Marshall: Oaklawn Hospital
Lincoln Hospital
Menominee: St. Joseph's Hospital'
Marr General Hospital
Monroe:
Martin Place Hospital
Mercy Hospital
Mt. Carmel Mercy Hospital
Monroe Hospital
Parkside Hospital
Morenci: Blanchard Hospital
Providence Hospital
Mt. Clemens: St. Joseph's Hospital
Receiving Hospital
Mt. Pleasant: Central Michigan ComReceiving Hospital-Redford
munity Hospital
Branch
Munising: Munising Hospital
St. Joseph's Mercy Hospital
Muskegon:
St. Mary's Hospital
Hackley Hospital
Saratoga General Hospital
Mercy Hospital
Trinity Hospital
Niles: Pawating Hospital
Woman's Hospital
Northville: Sessions Hospital
Dowagiac:
Owosso: Memorial Hospital
Dowagiac: Lee Memorial Hospital Paw Paw: Lakeview Municipal HosDurand: Durand Hospital
pital
Eloise: Eloise Hospital and Infirmary Petoskey:
Escanaba: St. Francis Hospital
Little Traverse Hospital
Ferndale: Ardmore Hospital
Lockwood General Hospital
Flint:
Plainwell: Wn. Crispe Hospital
Hurley Hospital
Pontiac:
St. Joseph's Hospital
Pontiac General Hospital
Women's Hospital
St. Joseph's Mercy Hospital
Fremont: Gerber Memorial Hospital Port Huron: Port Huron Hospital
Goodrich: Goodrich General Hospital Reed City: Reed City Hospital
Grand Haven:
Saginaw:
Grand Haven Municipal Hospital
Saginaw General Hospital
Grand Rapids:
St. Luke's Hospital
Blodgett Memorial Hospital
St. Mary's Hospital
Butterworth Hospital
St. Clair: St. Clair Community HosSt. Mary's Hospital
pital
Grayling: Grayling Mercy Hospital
St. Johns: Clinton Memorial Hospital
Greenville: United Memorial Hospital St. Joseph: St. Joseph Sanitarium
Grosse Pointe: Cottage Hospital
Sault Ste. Marie: Chippewa County
Hamtramck: St. Francis Hospital
War Memorial
Hancock: St. Joseph's Hospital
Shelby: Shelby Hospital
Hart: Oceana Hospital
South Haven: South Haven Hospital
Hastings: Pennock Hospital
Highland Park: Highland Park General Sturgis: Sturgis Memorial Hospital
Tecumseh: Tecumseh Hospital
Hospital
Hillsdale: Hillsdale Community Health Three Rivers: Three Rivers Hospital
Traverse City: James Decker Munson
Center
Hospital
Holland: Holland City Hospital
Vicksburg:
Franklin Memorial Hospitalb
Howell: McPherson Memorial Hospital
Ionia: lonia County Memorial Hospital Wakefield: Wakefield Hospital
Iron Mountain: Iron Mountain General Wayne:
Wayne Clinic and Hospital
Hospital
Ironwood: Grand View Hospital
Wayne General Hospital
Jackson:
West Branch: Tolfree Memorial HosMercy Hospital
pital
W. A. Foote Memorial Hospital
Wyandotte: Wyandotte General HosKalamazoo:
pital
Borgess Hospital
Ypsilanti: Beyer Memorial Hospital
Bronson Methodist Hospital
Zeeland: Huizenga Memorial, Hospital'
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MICHIGAN HOSPITAL SERVICE

This certificate is issued to the certificate holder named in the accepted application by Michigan Hospital Service, a nonprofit Michigan corporation having its
principal place of business in the City of Detroit, Mich., herein called the
Service Association, as agent for certain nonprofit corporations operating hospitals, herein called the Participating Hospitals.
The terms and conditions appearing on the reverse side hereof are a part of
this certificate.
In witness whereof, the Michigan Hospital Service, by its agent duly authorized
in the premises, has executed this certificate.
MICHIGAN

HOSPITAL

SERVICE,

As Agent of the ParticipatingHospitals.
W. H. LICHTY, Director.

SURGICAL BENEFIT CERTIFICATE
Michigan Medical Service
DEFINITIONS AND BENEFITS

1. Dcfinition.-The term "professional services" as used herein is defined to
mean services rendered to the subscriber, in a regularly accredited hospital, by
doctors of medicine registered as participating with Michigan Medical Service,
of the subscriber's own choice, for illness or injury requiring care as a bed patient
in such hospital, to the extent and subject to the limitations set forth below.
(a) Surgical services.-Surgical services (operative and cutting procedures for
the treatment of disease or injury and treatment of fractures and dislocations)
rendered by the doctor of medicine in charge of the case.
(b) Maternity services.-Maternity services, i. e., childbirth, but not until after
the certificate has been in force nine consecutive months.

(c) X-Ray services.-Diagnostic x-ray services not in excess of the value of
Fifteen Dollars ($15.00), as set forth in and limited by the Michigan Medical
Service Schedule of Benefits, between the effective date of this certificate and the
first anniversary hereof or during any succeeding twelve-month period.

(d) Anes.thesia service.-Anesthesia services rendered by a doctor of medicine
not in charge of the case when in connection with services otherwise provided
hereby in the hospital where the subscriber is a patient.
(e) Emergency scrrice.-Emergency surgical services not requiring bed care
rendered in a regularly accredited hospital by a doctor of medicine during the first
twenty-four hours following accidental injury.
2. General limitations.-The benefits as set forth above shall not include the
following:
(a) Hospital, dental, or nursing services.
(b) Medicines, drugs, appliances, materials, or supplies.
(c) Services for industrial injuries or diseases, or services from any government agency, which are, or to the extent such services can be, obtained by the
subscriber without cost to him by compliance with laws or regulations enacted
by any federal, state, municipal, or other governmental body.

(d) Prenatal or other medical or surgical services in the home or office.
(e) Plastic operations for cosmetic or oeautifying purposes.
3. Services not provided.-Michigan Medical Service does not undertake to
supply a doctor of medicine for the subscriber.
4. Service in full.-Doctors of medicine participating with Michigan Medical
Service and rendering to the subscriber such services as herein provided shall
made no charge to the subscriber therefor except :
(a) Exception to full service.-To an unmarried subscriber whose average
annual income exceeds Two Thousand Dollars ($2,000.00) or to a married subscriber whose average annual income together with the income of his spouse or
family members, exceeds Two Thousand Five Hundred Dollars ($2,500.00),
these average annual incomes to be determined on the basis of income for the
three year period immediately preceding the date of service; or
(b) To a subscriber who shall request and occupy private-room accommodations in the hospital. This exception (b) shall not apply to a subscriber who is
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involuntarily compelled by nature of illness and on the order of his physician
to be placed in private-room accommodations.
Partialservice.-In the event services covered by this certificate are rendered
to subscribers subject to exception (a) or (b) above, the doctor of medicine participating with Michigan Medical Service may make an additional charge to the
subscriber, such additional charge, if any, shall be the liability of the subscriber
and not of Michigan Medical Service.
Disputed income classification.-Inthe event of any dispute between the doctor
and the subscriber with respect to the application to such subscriber of the provisions of subdivision (a) of this section, the same shall be submitted to and
determined by Michigan Medical Service, whose determination shall be conclusive
upon the parties.
SERVICES BY NONPARTICIPATING PHYSICIANS

5. Services by nonparticipating physicians.-If, in an emergency, services
covered by the certificate are rendered by a physician not participating with
Michigan Medical Service, it will pay its then prevailing rate for such services.
PAYMENT OF BATE, TERM, AND TERMINATION

6. Subscription rates.-The subscriber agrees to pay Michigan Medical Service
monthly, unless otherwise provided, for the services checked in his Application
Card at the following rates:
Employee ----------------------------------_
___
$0.60
Employee and Spouse (or employee and unmarried child up to 19 years
of age)-- ----------------------------_-------------1.60
Employee, spouse, and unmarried children up to 19 years of age_-----2. 25
Michigan Medical Service reserves the right to change the above rate on thirty
days' written notice to the subscriber, such change of rate shall become effective
on the date fixed in the notice, unless the subscriber notifies his employer in
writing any time not less than ten days prior to the effective date of such notice of
his decision to discontinue this certificate.
7. Term and termination.-Thiscontract shall constitute an agreement for one
month from its effective date and shall be renewed thereafter each month, unless
notice of election to terminate the same is given by the subscriber to Michigan
Medical Service, or by Michigan Melical Service to the subscriber, not less than
thirty days prior to the date of termination.
Michigan Medical Service shall not terminate this certificate (except for nonpayment of the monthly charge) as long as the subs-riber is a member of the
original group through which he enrolled and is making payment through pay-roll
deduction and Michigan Medical Service elects to continue to protect the group
under the plan.
Failure to pay the rate provided in Section 7 shall constitute immediate
termination of this contract and all benefits hereunder.
8. Discontinuance of group mimbership.-In the event the subscriber temporarily leaves the group through which he enrolled, this certificate may be kept in
force if the subscriber continues to make payment at the rate for the group.
In the event the subscriber terminates employment in the group through which
he is enrolled, this certificate may be kept in force upon payment of the subscription rate for the group or classification to which he is transferred.
GENERAL (ONDIIIONS

9. Reports of serrice.-Doctorsof medicine participating with Michigan Medical Service are required to furnish reports to Michigan Medical Service, which
shall remain confidential, relative to diagnosis and services given the subscriber
entitled to or claiming such service under this certificate, and it is agreed that
request for such service is authorization to the doctors of medicine to make such
reports.
10. Identification.-The subscribers' Identification Card must be presented to
the doctor of medicine when service is requested.
11. Assignment.-The services to be provided under the certificate are for the
personal benefit of the subscriber and cannot be transferred or assigned; any
attempt to assign this certificate shall automatically terminate all rights
thereunder.
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12. Contest.-No action or suit at law or in equity shall be commenced until
thirty -days after written notice of claim has been given by the subscriber to
Michigan Medical Service, nor shall such action be brought at all later than two
years after such claim has arisen by acceptance of service.
13. Contract continuity of beneftts.-The application submitted by the subscriber and this certificate shall constitute the entire contract between the parties.
No agent or employee is authorized to vary, add to, or change this contract as set
forth in any manner or degree. The issuance of this certificate cancels all previous certificates then in force and all rights thereunder between the subscriber and
Michigan Medical Service, except that, so long as this certificate remains in force
and until the expiration of the period of nine consecutive months from the date
of issuance hereof, the subscriber shall continue to be entitled to the maternity
services provided for by said cancelled certificate, if any.
14. Headings.-The catchline headings in no way shall be considered to be a
part of this certificate, but are inserted only for purposes of convenience.
PARTICIPATION

15. Participationin 8urplus.-It is agreed that after provision for proper reserves as approved by the Commissioner of Insurance of the State of Michigan,
Subscribers may share after twelve consecutive months at the discretion of the
Board of Directors of Michigan Medical Service and as approved by said Commissioner of Insurance, in the divisible surplus of Michigan Medical Service
through reduction of rates or increase of services or both, in proportion to the divisible surplus created by the employee group to which the Subscriber belongs.
This paragraph shall be effective only while the Subscriber is employed by the
present employer and has been a Subscriber for not less than twelve consecutive
months. It is further agreed that if the Certificate is terminated for any reason, that the Subscriber shall forfeit his right to participate in any such surplus.
This is your Certificate. Read it carefully.
Identify yourself as a Subscriber by presenting your Identification Card when
service is first requested from a doctor of medicine.
Benefits include surgical services, diagnostic X-rays, maternity services, and
anesthesia-rendered by a doctor of medicine when you are a bed patient in a
hospital.
Sponsored by the Michigan State Medical Society, the Professional Association
of Doctors of Medicine in Michigan.
A Nonprofit Medical Service Plan organized under Michigan laws and licensed
by the Department of Insurance of the State of Michigan.
MICHIGAN MEDICAL SERVICE, DTROIT, MICH.
SURGICAL BENEFIT CERTIFICATE

This contract, made between the Subscriber named in the application and
Michigan Medical Service, a nonprofit corporation.
Entitles the Subscriber, in consideration of payments at the subscription rate
indicated in the application, to have Michigan Medical Service pay for surgical
and other services, as hereinafter defined, rendered to the Subscriber and, if listed
on the application, the spouse, and unmarried dependent children until the end
of the calendar year in which they attain nineteen (19) years of age, for a period
of one month next following the date of execution, upon and subject to the terms
and limitations hereinafter set forth.
In witness whereof, Michigan Medical Service by its agent duly authorized in
the premises has executed this Certificate.
MICHIGAN MEDICAL S~aVICE,
JAY C. KrrcHuM,
Eaecu tive Vice President.
MEIOAL SURGICAL BENEFIT CERTIFICATE
Michigan Medical Service
DEFINITIONS AND BENEFITS

1. Deftnition.-The term "professional services" as used herein is defined
to mean services rendered to the subscriber, in a regularly accredited hospital,
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by doctors of medicine registered as participating with Michigan Medical Service,
of the subscriber's own choice, for illness or injury requiring care as a bed
patient in such hospital, to the extent and subject to the limitations set forth
below.
(a) Medical and surgical services.-Medical (nonsurgical) services, limited
to a total of thirty days of such care between the effective date of this Certificate
and the first anniversary hereof or during any succeeding twelve-month period,
(operative and cutting procedures for treatment of disease and injuries, and the
treatment of fractures and dislocations), rendered by the doctor of medicine
in charge of the case.
Determination of Michigan Medical Service as to whether or not services
rendered are medical or surgical shall be conclusive.
(b) Maternity services.-Maternity services, i. e. childbirth, but not until after
the certificate has been in force nine consecutive months.
(c) X-ray services.-DiagnosticX-ray services not in excess of the value of
Fifteen Dollars ($15.00), as set forth in the Michigan Medical Service Schedule
of Benefits, between the effective date of this certificate and the first anniversary
hereof or during any succeeding twelve-month period.
(d) Anesthesia service.-Anesthesia services rendered by a doctor of medicine
not in charge of the case when in connection with services otherwise provided
hereby in the hospital where the subscriber is a patient.
(e) Emergency service.-Emergency surgical services not requiring bed care
rendered by a doctor of medicine in a regularly accredited hospital during the
first twenty-four hours following accidental injury.
2. General limitations.-The benefits as set forth above shall not include the
following:
(a) Hospital, dental, or nursing services.
(b) Medicines, drugs, appliances, materials, or supplies.
(c), Services for industrial injuries or diseases, or services from any government agency, which are, or to the extent such services can be, obtained by the
subscriber without cost to him by compliance with laws or regulations enacted
by any federal, state, municipal, or other governmental body.
(d) Prenatal or other medical or surgical services in the home or office.
(c) Plastic operations for cosmetic or beautifying purposes.
(f) Medical services (as defined in Section 1 (a) above) in excess of thirty
days of such services.
3. Services not provided.-Michigan Medical Service does not undertake to
supply a doctor of medicine for the subscriber.
4. Service in full.-Doctors of medicine participating with Michigan Medical
Service and rendering to the subscriber such services as herein provided shall
make no charge to the subscriber therefor except:
(a) Exception to full scrvicc.-To an unmarried subscriber whose average
annual income exceeds Two Thousand Dollars ($2,000.00) or to a married subscriber whose average annual income, together with the income of his spouse or
family members, exceeds Two Thousand Five Hundred Dollars ($2,500.00), these
average annual incomes to be determined ori the basis of income for the threeyear period immediately preceding the date of service; or
(b) Exception to full service.-To a subscriber who shall request and occupy
private-room accommmodations in the hospital. This exception (b) shall not
apply to a subscriber who is involuntarily compelled by nature of illness and on
the order of his physician to be placed in private-room accommodations.
Partialservice.-In the event services covered by this certificate are rendered
to subscribers subject to exception, (a) or (b) above, the doctor of medicine
participating with Michigan Medical Service may make an additional charge
to the subscriber; such additional charge, if any, shall be the liability of the
subscriber and not of Michigan Medical Service.
Disputed income classiftcation.-In the event of any dispute between the doctor and the subscriber with respect to the application to such subscriber of the
provisions of subdivision (a) of this section, the same shall be submitted to and
determined by Michigan Medical Service, whose determination shall be conclusive upon the parties.
SERVICES BY NONPARTICIPATING PHYSICIANS

5. Services by nonparticipatingphysician.-If, in an emergency, services covered by the certificate are rendered by a physician not participating with Michigan Medical Service, it will pay its then prevailing rate for such services.
85907-46--
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PAYMENT OF RATE, TERM, AND.TI'RMINATION

6. Subscription rates.-The subscriber agrees to pay Michigan Medical Service
monthly, unless otherwise provided, for the services checked in his Application
Card at the following rates:
-------------------------------------Employee
Employee and spouse (or employee and unmarried child up to 19 years of
$2. 20
---------------------------------age)
3. 25
I-mployee, spouse, and unmarried children up to 19 years of age-------Michigan Medical Service reserves the right to change the above rate on thirty
days' written notice to the subscriber; such change of rate shall become effective,
on the date fixed in the notice, unless the subscriber notifies his employer in writing any time not less than ten days prior to the effective date of such notice of
his decision to discontinue this certificate.
7. Term and termination.-This contract shall constitute an agreement for one
month from its effective date and shall be renewed thereafter each month, unless
notice of election to terminate the same is given by the subscriber to Michigan
Medical Service, or by Michigan Medical Service to the subscriber, not less than
thirty days prior to the date of termination.
Michigan Medical Service shall not terminate this certificate (except for nonpayment of the monthly charge) as long as the subscriber is a member of the
original group through which he enrolled and is making payment through payroll
deduction and Michigan Medical Service elects to continue to protect the group
under the plan.
Failure to pay the rate provided in Section 6 shall constitute immediate tern ination of this contract and all benefits hereunder.
8. Discontinuance of group membership.-In the event the subscriber temporarily leaves the group through which he enrolled, this certificate may beokept
in force if the subscriber continues to make payment at the rate for the group.
In the event the subscriber terminates employment in the group through which
he is enrolled, this certificate may be kept in force upon payment of the subscription rate for the group or classification to which he is transferred.
GENERAL CONDITIONS

9. ft('ports of scrrice.-Doctorsof medicine participating with Michigan Medi-

cl Service are requirel to furbish reports to Michigan Medical Servie . which
shall remain confidential, relative to diagnosis and services given the subscriber
entitled to or claiming such service under this certificate, and it is agreed that
request for such service is authorization to the doctors of medicine to make such
reports.
10. Identiflcation.-The subscribers' Identification Card must be presented to
the doctor of medicine when service is requested.
11. :lAsignmWnt.-The services to be provided under the certificate are for the
personal benefit of the subscriber and cannot be transferred or assigned; any attempt to assign this certificate shall automatically terminate all rights thereu. der.
12. Contest.-No action or suit at law or in equity shall be commenced until
thirty days after written n tice of claim has been given by the subscriber to
Michigan Medical Service, nor shall such action be brought at all later than two

years after such claim has arisen by acceptance of service.
13. Contract continuity of bencfits.-The application submitted by the subscriber and this certificate shall constitute the entire contract between the parties.
No agent or employee is authorized to vary, add to, or change this contract as set
forth in any manner or de.ree. The issuance of this certificate cancels all previous certificates then in force and all rights thereunder between the subscriber and
Michigan Medical Service, except that, so long as this certificate remains in force
and until the expiration of the period of 10 consecutive months from the date of
issuance hereof, the subscriber shall continue to be entitled to the maternity services provided for by said cancelled certificate, if any.
14. Headings.-The catchline headings in no way shall be considered to be a
part of this certificate, but are inserted only for purposes of convenience.
This is your Certificate. Read it carefully.
Identify yourself as a Subscriber by presenting your Identification Card when
service is first requested from a doctor i.f medicine.
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Benefits include medical and surgical services, diagnostic X-rays, maternity
a bed
services, and anesthesia-rendered by a doctor of medicine when you are
patient in a~ospital, as well as surgical services in hospital outpatient department following accidental injury.
Sponsored by the Michigan State Medical Society, the Professional Association
of Doctors of Medicine in Michigan.
A Nonprofit Medical Service Plan organized under Michigan laws and licensed
by the Department of Insurance of the State of Michigan.
MICHIGAN MEDICAL SERVICE, DETROIT, MIOH.

MEDICAL-SURGICAL CERTIFICATE

This contract, made between the Subscriber named in the application and
Michigan Medical Service, a nonprofit corporation.
Entitles the Subscriber, in consideration of payments at the subscription rate
indicated in the application, to have Michigan Medical Service pay for professional services of doctors of medicine, as hereinafter defined, rendered to the
Subscriber, and, if listed on the application, the spouse and unmarried dependent
children until the end of the calendar year in which they attain nineten years
of age, for a period of one month next following the date of execution, upon and
subject to the terms and limitations hereinafter set forth.
In witness whereof, Michigan Medical Service by its agent duly authorized
in the premises has executed this Certificate.
MICHIGAN MEDICAL SERVICE,

JAY C. KETCHUM,

Executive Vice Presidcnt.

The CHAIRMAN. I am sorry, I will not have time to ask you any
questions. Doctor.
I have listened with great interest to your statement.

Senator DONNELL. I would like to join with the chairman in expressing interest in the very fine statement the doctor made.
The CHAmRMAN. No questions.
Dr. Novy. May I add just one thing to this. It is probably an anticlimax in this sense, that there have been repeated statements made
that the plans in.service do not represent the public.
This plan in Michigan has, by statute, two-thirds of the members
of the board made up of doctors. The other one-third is made up of
the public.
We have enjoyed, at the present time, a lawyer, a clergyman, a
member of the A. F. of L., and we have hald , member of the CIO
union on our board.

We do not have such a member at the present time, due to certain
difficulties that have arisen, not on our part, in appointing such a man.
There is representation.
The CHAIRMA..
The next witness is Dr. Ira D.-McCoy.
Is Dr. McCoy here?
Will you state your full name, Doctor, and your residence, for the

record.
STATEMENT OF DR. IRA D. McCOY, BAD AXE, MICH.

Dr. McCoY. Ira D. McCoy, Bad Axe, Mich.
The CHAIRMAN. You may proceed with your statement, Doctor.

Dr. McCoY. I am Ira D. McCoy, and am practicing medicine and

surgery in Bad Axe, the small county seat of Huron County, Mich.

I have been practicing my profession for 31 years and am now specializing in surgery.
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My only claim to greatness is the fact that I am a citizen of these
United States and served my country overseas as a captain in the
Medical Corps in World War I.
I am a member of the National American Legion Medical Advisory
Committee, but I am not testifying in behalf of that committee. As a
matter of fact, I have not been engaged by any group or organization
to appear before this honorable Senate Committee on Education and
Labor.
I have done a great deal of study and research work on S. 1606
and as a result am thoroughly convinced that it's the nearest approach that has yet been made in solving the social difficulties of this
Nation insofar as the distribution of medicine an4 dentistry to our
people is concerned.
From my investigation and documentary evidence I shall produce,
I do not believe that voluntary insurance can serve the needs of the
people of our country as effectively as a health program under Federal
supervision.
We know that before a bill is enacted into law in Congress it usually
undergoes a lot of change with the addition of amendments. Therefore I am going to deviate from a direct discussion of bill S. 1606
and incorporate herewith measures which should be taken in order
that the purpose and function of the enacted bill may be successful
in giving our people the type of medical and dental care they demand
and to which they are entitled.
A survey was made in 1944 by the National Opinion Research Center of the University of Denver, and it was found that 60 percent of
the representative sampling of Americans who answered questionnaires thought it would be a good idea for a social security law to
cover payments for doctors and hospital care; 50 percent of the pollees
were in favor of it, even if it meant raising pay-roll deductions.
People who cannot have or pay for proper medical.care are resentful, as are those who see the effects of such- deprivations upon neighbors and, in the long run, upon the community.
So these Americans are so ready for reform of the structure and
economics of medicine that they seem willing to effect it by compulsion. They are more or less justified because the state of American
health is nothing to cheer about.
AMERICAN

HEALTH STANDARDS

COULD BE IMPROVED

It would take too long in this testimony to dwell on this matter,
State by State; however, for a fair comparison I shall quote statistics
from the States of New York, Missouri, Connecticut, and Oklahoma.
The people of the entire United States lose about 1,500,000 manyears of work annually through sickness. From 30 to 50 percent
more mothers (and about 50 percent of infants in the first month)
die than would die if they had good medical care.
In New York State maternaldeaths for the period of 1940 to 1944,
inclusive, totaled 2,558. The infant deaths for the same period were
37613.
In Missouri for this period the maternal deaths totaled 930, and
14,558 infants died.
In the State of Connecticut there were 307 maternal deaths, and
5,012 infant deaths.
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Oklahoma had 662 maternal deaths and 6,256 infant deaths.
Of these 4 States selected at random from the 48 States, we have in
5 years lost a total of 4,457 mothers and 63,339 infants.
These figures are shocking and astounding and the more so when
we realize that at least 50 percent of these mothers and children could
be alive today had they received proper medical and hospital care.
Is it any wonder the American people are so ready for the reform of
the structure and economics of medicine
There is 1 general hospital bed to every 263 in the United States
population, but in New York the ratio is 1 to 196; and yet the State
health commissioner has informed me that there is an urgent need
for at least 3,200 more general hospital beds in that State, and 5,000
additional beds are needed for veterans.
In Mississippi the ratio is 667 persons per hospital bed. And in the
entire United States there are 1,300 counties with 17,000,000 population that have no general hospital.
I have spoken only briefly of maternal and childbirth deaths in
order to fortify my previous statement that the state of American
health is nothing to cheer about.
BETTER HEALTH ESSENTIAL FOR NATIONAL DEFENSE

Let us now touch briefly on another thought that vitally affects the
safety and welfare of our country. What about our manpower for
a future emergency?
In a recent, very illuminating article, General Hershey Chief of
the Selective Service System in this war, gave some startling facts.
He said that hardly were they under way in the drafting of men for
training and service before they found that the mental, physical, and
moral defects in the young men of America were of such dimensions
that frequently draft boards were compelled to send to the examination centers twice as many men as were in their quota, knowing that
half of all they sent would be rejected.
General Hershey says that of the 20,000,000 or more men who were
drafted and sent to examination centers more than 5,000,000 were
found to be so defective that their use was highly restricted.
Thus, eventually, it became necessary to draft men who had families, and were needed very badly in the industries; when, if all of
this had been known in the beginning, perhaps some plans might have
been made that would have facilitated the work of the draft boards,
would have simplified the job of training the men, and, most important of all, would have provided us with an adequate number of the
proper kind of officers.
If we were to examine only that part of General Hershey's report
in which he tells us that draft boards were compelled frequently
to send twice as many men for examination as were called for because
of the known percentage of defects, would it not be worth while to
begin thinking about the physical, mental, and moral condition of
young people in America as a National rather than a State or municipal problem ?
We are perfectly aware that States and municipalities are not going
to do anything about this problem in a concerted fashion. We will
get all steamed up about it, and some cities will do something about
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it., but the various States will not act in concert nor in any cooperative
way. Some will not do anything at all.

With nothing done one might predict that 25 years from now a
selective-service director would find conditions worse rather than
better. As a Nation we are getting softer rather than harder. Living
is too easy. Everyone would like to push the responsibility for the
unpleasant things on to someone else's shoulders.
It has proved true that small groups everywhere have no hesitation
at all in solving what they regard as their problems and getting what
they want or achieving their ambitions regardless of how much they
punish all of us.
Thus one may well believe that only a national effort would change
what General Hershey has reported. If it be worth while to do something about the mental, moral, and physical health of all of the young
people of America, why not do it thoroughly? They constitute the
actual future of the Nation.
It is my belief that, under present circumstances of world-wide
crowding and the existence of nations or states intensely competitive,
warfare is certainly instinctive with human beings.
Secondly, the United Nations Organization for a long time to come
is. for most, but a hope and not a certainty that it may some day
succeed.
Thirdly, we are going to keep the maximum amount of our present
fighting equipment, and we are going to give away very few of our
top secrets.
And fourthly, we need to do something promptly about the health
of the young people of America and institute some program that will

be of maximum benefits to them throughout their life and give them
a reasonable preparation in the event that they should be called upon.
as 11.000,000 men have been called upon in this war, to defend the
United States.
The-men who guide the destiny of the American Medical Association are fully aware of the foregoing facts. They have available all
types of statistical data covering the entire United States and upon
which I have barely touched.
AMA SURVEY ON GROUP PRACTICE

And they, too, have conducted polls, for as recently as 1944 an
AMA committee asked doctors in uniform to indicate whether they

wanted to enter Government service or private group practice after
the war. *
Replies reported by the AMA showed that 30 percent of the older
men who then had had an opportunity to compare practice tinder the
traditional structure with group practice for the Government wanted
full-time jobs in Government service. Moreover, 53 percent of doctors of all ages wanted to go into group form of private practice.
Considering all age groups, 63 percent indicated a preference for a
form of practice other than the traditional form of solo practice on
a fee-for-service basis.
Bearing in mind that at least two-thirds of these physicians in our
armed forces were members of the AMA and a large percentage of
them on foreign soil where they naturally would have to strong desire
for their homes and habits of civilian life, it is interesting to note

NATIONAL HEALTH PROGRAM

1987

that 63 percent were not in favor of returning to their old habits of

the practice of medicine.
A great number of them realized that, although they made their
rounds by motorcar instead of horse and buggy, because of expensive
equipment and lack of hospital facilities, they were forced to function
medically as did their grandfathers.
One could speak indefinitely of the obvious reforms that are needed
in the practice of modern medicine. These needed reforms are as
obvious to the American Medical Association as they are to any other
group in our country. Yet, for some reason, the objective of the AMA
has always been of an obstructive and reactionary nature.
The findings and recommendations of Dr. Wilbur's committee of a
number of years ago were spoken of in the AMA Journal as being

"Socialism and communism inciting to revolution."
The association was partly to-blame for the medical provisions of
the Social Security Act being defeated.
It has fought up until recently every mianifestatioii of group practice when combined with prepayment such as the much publicized Blue
Cross plan of Michigan is operating.
The medical association in my State a few years ago fought free
laboratory tests by the State for syphilis and branded it "socialized
medicine."

They fought group health'insurance in Michigan as here in Washington and called it socialized medicine.
They fought the EMIC program and condemned it throughout their
medical societies so that oftentimes the wives of servicemen underwent
financial hardship because physicians refund to cooperate with the
plan.
The irony of the situation was that it p.,id a great many rural
physicians a better fee than they were already collecting for maternity
cases.

At the present time, a Igreat deal of favorable comment and publicity
is being given the Blue Cross and other voluntary insurance plans

throughout the Nation. It is being slympathetically espoused by the
AMA.

Has the organization realty changed its policy, or is this a

smoke screen to divert the people of our country from the real and
proper solution of the issue ?
The people of our country, more than any other country in the world,
are sold on and believe in, insurance.
The Insurance Commissioner of Michigan has informed me that
between 60 and 70 percent of the population of the State : re now

covered by some type of health insurance: and in his estimation the
Michigan hospital insurance has almost one-third of the population
in Michigan covered for hospital service.
New York State has eight Blue Cross pl:ins which have enrolled
3,300.000 residents or 26'/ percent of the population. Of this number,
over 300,000 persons are protected by the Blue Shield contracts.
LIMITATIONS OF VOLUNTARYY INSURANCE

I cite these figures merely to show that the American people do
believe in and endorse health insurance, but in this voluntary type of
insurance the same situation exists that exists in all types of insurance;
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namely, that the people who most need insurance are usually the people
who neither neglect to buy it or cannot afford it.
The Blue Cross plan embraces group rather than individuals and
does not provide complete or sufficient coverage.
The Blue Cross in Michigan is popular, but its scope is so limited

that it can contribute little to the entire extension of medical care required by the people of the State.
It is already running into difficulty with some hospitals, with the
UAW-CIO, and in spite of a recent article in Collier's magazine, it is
being frowned upon by the American Legion.
In the order that I have mentioned, I shall now quote letters to support my contention:
"DEAR DR. McCoY. I received your letter yesterday in regard to the Blue Cross

or Michigan Medical Hospital Service.
"I think I can truthfully say there is no one who has supported the Blue
Cross more than the Sisters of Mercy the past years, but last April they put
in what they called an all-inclusive rate, and then started to send auditors to
audit our books. They threw out a lot of things such as depreciation, replacements, improvements, etc., which we considered as all a part of our costs in
caring for the sick. This inclusive rate meant that we could not charge the
patient anything extra, and since last April until December 31, 1915, according to their own figures, we suffered a loss of two hundred and eight thousand
and some-odd dollars in the amount that we had to charge off in the difference of
what the patients bill was and what the Blue Cross would actually pay.
I told them last June we could not continue"to take the loss on the Blue Cross
patients. They appointed a special committee and told us they would adjust
it for us. I waited until December. They had a meeting on December 28, and
said they could not do anything about it until July 1, 1946, so I made up my
mind that we would withdraw our contract; in fact, we never did sign the allinclusive rate contract, but they told us we were binding because 80 percent of
the other hospitals did sign it. Therefore, we came under the same regulation.
I questioned this point in my own mind, but not to do them any harm, gave them
the benefit of the doubt, and we are now just patiently waiting until July 1, at
which time we will start to charge the patients the difference between what
the Blue Cross pays the nonparticipating hospitals, which I believe is about $6.50
a day, and our regular rates for patients. We will continue to take Blue Cross
patients after July 1, but I feel we must get our costs plus 10 percent if we are
going to exist in the hospital business. I believe I neglected to state above
that the loss we sustained was in our 14 hospitals in Michigan, from April 1
to December 31.
There is another bad point about the Blue Cross insurance--any time they
do not have money enough in their funds they may take the privilege of discounting the bills. A year ago in Iowa, where we have about 16 hospitals, they
notified these hospitals that because of lack of funds they could pay us only
30 cents on the dollar on the hospital bills. This was over a period of about
6 months. In Iowa, because it is a farming territory, we had only about 10
percent Blue Cross patients, but in Michigan we were running from 32 to 46
percent in our various hospitals. If we were asked to take the same loss in
Michigan we would have to borrow money to pay our regular bills.
I am enclosing an article that appeared in the Modern Hospital in April.
You may see from this article that there is controversy all over the United
States in regard to Blue Cross patients.
There is another thing that might be of interest to you, this is another article
I am enclosing that appeared in one of the journals, where the United Auto
Workers and the CIO want to set up their own social-security plan for hospitalization, medical service, etc. They are trying to have this plan started by
July 1. If this goes through, it will have a definite bearing on the Blue Cross
income, so I am glad we are getting in a position where we can charge our

patients for their hospital bills.

Following is an editorial which, inasmuch as-I beg your pardonthe following is a Blue Cross statement.
After that comes a statement on labor, in which I have set up the
principle of the UAW-CIO social-security plan, and I have learned
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a few minutes ago that the UAW-CIO people are here, and will
probably enumerate that, so I shall skip that part in my statement.
The CHAIRMAN. Do you want to have it printed as a part of your

statement?
Dr. McCoY. Yes, sir.
The CHAIRMAN. You could do the same with reference to the next

matter there, too, for that covers the UAW-CIO social-security plan.
Dr. McCoY. Yes.
The CHAIRMAN. The next one you have is a letter from the Michi-

gan Medical Service?
Dr. McCoY. I would not want to omit that.
The CHAIRMAN. All right. Proceed.
Dr. McCoY. There is an editorial here that is entitled "Blue Cross

Payments"; I suspect that that should go in the record.
The CHAIRMAN. Very well.

Dr. McCoY (reading):
Disputes between Blue Cross plans and hospitals about rates paid for service
to subscribers still boil over noisily from time to time, as they did recently, for
example, in Detroit and Chicago. It seems reasonable to believe that these
are not isolated cases; where so much water is boiling, a lot more is probably
simmering. Ten years of Blue Cross experience has not yet produced a satisfactory formula for payments to hospitals.
While it is hard to defend a payment formula based on costs against the charge
that it penalizes the kind of efficient management which keeps costs down, it
seems likely that some cost basis offers the best hope for a solution, since it is
even harder to defend other methods. Payments based on hospital rates include
too many obvious individual variations and injustices; flat rates invite periodic
eruptions ever frequently recurring high-cost cases.
An American Hospital Association committee hard at work on this problem
promises to come up with some recommendations, possibly embodying a cost
formula on the EMIC principle, for approval by the house of delegates at. its
fall meeting. Any such method must obviously meet the highest standards of
fairness and workability to pass the delegates' scrutiny. Thus, it is not too
early to propose now that adoption of the formula or other method recommended
by the house of delegates should become mandatory for plans wishing to retain
AHA approval and for hospitals wishing to retain Blue Cross membership.
Less positive measures will only encourage the eighty-odd plans and their thousands of member hospitals to draft along on the devious paths of trial and error,
argument, and adjustment.
Possibly it was once true that these are the safest paths for experimenters
to follow, but now it is getting late. With 20,00,000 people paying for hospital
care in plans covering 45 of the 48 States, payments that are not plainly and
uniformly established on logical principles in the public interest will ultimately
land in the lap of regulatory bodies similar to those which now give rates for
public utilities, transportation, and insurance. If Blue Cross payments to hospitals fall under such jurisdictions, what chance is there that hospital rates
generally will remain independent?

I shall now skip the statement on the UAW-CIO social security plan.
The following is a letter mailed to the veterans by the Michigan
Medical Service:
DEAR VEnrRAN : We have been authorized by the Veterans' Administration to
arrange for medical care for you as indicated on the enclosed form.
Under the terms of a recent agreement with the Veterans' Administration and
the Michigan State Medical Society, it has been provided that medical care can
be given you by a doctor of medicine in your own community and of your own
selection-this selection being limited to those physicians registered with Michigan Medical Service for the rendition of these services.
Since most of the doctors in your community have registered for this service,
you may take this form to your own physician who, if registered, will render
the services as specified.

Very truly yours,
MICHIGAN MEDICAL SERVICE.
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One particular veteran, whose alleged diagnosis was "right leg
and nervousness" (and I offer the forms pertaining to his case for
exhibit), was instructed on May 1, 1946, to go to a doctor's office four
times during the remainder of the month. This particular man had
varicose veins which have since received surgical treatment.
The contract the Michigan Medical Service has with the Veterans'
Bureau, which does not meet with the approval of the Rehabilitation
Committee of the American Legion, gives the Michigan Medical Service the privilege of having "participating" doctors care for veterans,
and for every dollar paid out by the Michigan Medical Service to
their "participating" doctors, the Veterans' Administration pays back
to the Michigan Medical Service $1.07.
This is somewhat like building a battleship or a post office on a
cost-plus basis, plus 7 percent.

One wonders how the veteran is to

know just which physicians are registered with the Michigan Medical
Service for the rendition of these services.
I am not trying to build up a case against the Michigan Medical
Service. I am only attempting to show that voluntary insurance
plans do not give adequate coverage and will not satisfy the demands
of the people of our country for medical service.
I, of course, have no way of knowing who in the medical profession is supporting the program as evolved by S. 1606. The rank and
file of the medical profession have only the literature that is sent to
them, largely by the National Physicians' Committee for the Extension of Medical Service, a name that beguiles its meaning.
I offer at this time exhibits of material they are circulating, also
advertisements that were appearing in Sunday s papers as of May 19.
I shall read this advertisement. It cost $100. [Reading:]
FOR EXCHANGE: 1913 MODEi--WILL .TRADE EVEN FOR 1946 SUPER DELUXE

What an ad. Not a taker in a million.
Only a politician would think of such a deal.
Yes, Senators Wagner, Murray, and Representative Dingell are trying to

exchange an out-worn system of national compulsory Government health insurance for the new voluntary nonprofit health programs which are succeeding
so admirably in America.
They offer an old lamp for a new one, but their name isn't Aladdin.
The National Health Act of 1945, known as the Wagner-Murray-Dingell bill,
is now under consideration before the United States Congress. If your Congressman doesn't vote "No" on this hill, you will lose the nonprofit Michigan
Medical Service, the nonprofit Michigan Hospital Service, and similar health
service plans now being used by millions of people in Michigan. These modern
and voluntary programs will be replaced by foreign-born national compulsory
health insurance plan that will place another 3-percent tax on your pay check
and give you only limited health service-after you pay for 18 months.
Would you trade a 1946 super deluxe for the Montana Senator's 1913 relic?
Would you trade a nonprofit voluntary plan that paid $90,000,000 for patients'
hospital bills in 1945 for a national compulsory insurance plan that doesn't
ev,,n specify what amount of service the taxpayer will receive?
Would you trade a valuable bird in the hand for a squawking noise in the
bush?
Write your Congressman and urge him to vote "no" on the Wagner-MurrayDingell bill.
ST. CLAIB COUNTY MEDICAL SOCIETY
"THE SOCIETY TO WHICH YOUR DOCTOR OF MEDICINE BELONGS"
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POLITICAL MEDICINE
You can stop it-

Today, write to your Congressman and your Senators vigorously protesting
against this strictly un-American political proposal.
FOLITICAL MEDICINE FOR AMERICA

On November 19, 1945, President Truman sent a special message to the Congress
asking for the enactment of legislation to provide medical care for practically
every man, woman, and child in the United States through a Federal Government
agency.
On the same date Senators Wagner and Murray and Congressman Dingell
introduced in the Congress bills (S. 1606 and H. R. 4730) to implement the
requests of the President's message.
Socialized medicine

President Truman stated, "What I am recommending is not socialized medicine." Actually what is proposed is "political medicine." The proposals are
more comprehensive and more far reaching than any Government medical-care
program ever attempted in any country, with the possible exception of Russia.
Medical dictator

The Wagner-Murray-Dingell proposAls would establish a political appointee,
the Federal Security Administrator, as dictator in all matters relating to health.
Working under him, the Surgeon General of the Public Health Service would be
authorized and instructed to(1) Hire doctors, specialists, dentists, nurses, laboratory technicians, and
establish rates of pay.
(2) Establish fee schedules for physicians' and dentists' services.
(3) Fix the qualifications for specialists.
'(4) Determine the number of individuals for whom any doctor or dentist
may provide service.
(5) Determine what hospitals or clinics may provide service for patients
and under what conditions.
(6) Provide for all wage earners and their dependents and for all selfemployed persons and their dependents doctor, dentist, home nursing, laboratory care, and hospitalization.
The cost

It is estimated that the cost would be more than $4,000,000,000 annually. One
man-the Surgeon General-would direct the spending of this stupendous sum.
Bureaucratic army

Based on experience in other countries, it would take at least 300,000 lay bureaucrats to administer this system of politically distributed medical care. If you
needed a doctor, you might have to apply to a bureau.
Germany had system

Under Hitler, Germany had a similar system. It was not so comprehensive.
What happened?
Shortly after VE-day Col. Edward D. Churchill, Allied Mediterranean forces'
surgical consultant, toured six German military hospital areas and reported his
findings to American correspondents. His over-all conclusion was that German
handling of wounded was about 20 years behind the American procedure. By
and large, German doctors were victims of an apathy and a lack of ambition which
would enrage a typical American doctor.
In Nazi philosophy you race and politics mattered far more than your brains
and talents. Without doubt a similar condition would develop here under a
system of politically distributed medical care.
American medicine

Under the American system, American medicine-American doctors-have
developed the most effective and most widely distributed medical care that has
ever been provided for any comparable number of people anywhere at any time.
The medical care provided our armed forces conclusively demonstrated how much
better it really is than any other system.
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Easier way to pay
Doctors know that an easier method must be provided for paying the costs of
unusual or prolonged illness. That is why so many prepayment plans and
insurance programs are being developed. Given reasonable time for expansion,
these plans and programs will bring adequate relief.
Political distribution of medical care would destroy our system of private
medical practice. Do we want to destroy it? Rarely is cutting off the patient's
head recommended as a treatment for a boil on the nose.
Two things to remember
1. Political distribution of medical care would entail making a public record of
the characteristics and the most intimate and sacred personal relationships of
each and every patient. The privacy of every human being would be invaded and
violated. It can be imagined how the information might be used by the curious
and the unscrupulous.
2. The effectiveness of medical care is wholly dependent upon the skill of the
physician. The American doctor is a human being-a personality. He must be
free to act as an individual. He should not be robbed of his freedom of action
and decision. Bureaucratic direction would destroy the factor that is the secret
of his effectiveness.
President Truman has endorsed a system to provide political distribution of
medfcal care in the United States. However, the Congress will have to pass the
laws that would introduce this alien and' totalitarian system into this country.
Write a letter
Write a letter to your Congressman and your Senators. Be definite and directtell them what you think. Do it now-today-before it is too late.
THE NATIONAL PHYSICIANS COMMITTEE FOR THE EXTENSION OF MEDICAL SERVICE

The Pittsfield Building, Chicago 2, Ill.

MICHIGAN PHYSICIANS COMMITrEE
WYMAN D. BARmBEr, M. D.,
Treasurer, David Whitney Building, Detroit 26, Mich.
DEAR DR. BARETr: I fully approve the work being done by the Michigan Physicians Committee in behalf of the National Physicians Committee and I desire to
aid.
Enclosed is my check for-

S] $100

[

] $75

[

[

] $20

]

$25

[

] $50

[ ] $15
Signed ------------------------Address ---------------------

(Please print name and address)
[Contributions to the Michigan Physicians Committee should be deductible from income tax]

The National Physicians Committee is utilizing to maximum capacity its resources and organizational strength in ceaseless efforts to preserve in the United
States our system of private enterprise to the end that:
Doctors of medicine may retain, in the public interest, their personal independence-their individual and collective integrity and effectiveness.
Understanding of purpose is sought and cooperation is welcomed in the belief
that joint efforts may result in the attainment of these objectives.
[Envelope]

WYMAN D. BARRErr, M. D., Treasurer,
MICHIGAN PHYSICIANS COMMITTEE,

311 David Whitney Building,
Detroit 26, Mich.
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NATIONAL PHYSICIANS COMMITTEE FOR THE EXTENSION OF MEDICAL SERVICE
A NONPOLITICAL, NONPROFIT ORGANIZATION FOR MAINTAINING ETHICAL AND SCIENTIFIC

STANDARDS AND EXTENDING MEDICAL SERVICE TO ALL THE PEOPLE

George H. Coleman, M. D., Treasurer
DEAB DooroR: I have just received from Dr. Wyman D. Barrett, treasurer,
Michigan Physicians Committee, a substantial number of contributions from
Michigan physicians.
The present grave emergency indicates that every practicing physician participate. If you have not responded to Dr. Umphrey's recent letter, I urge you
to fully estimate the importance and timeliness of this appeal and send your
check in the enclosed envelope addressed to Dr. Barrett.
GEO. H. COLEMAN, M. D.
MICHIGAN MEDICAL SERVICE
WASHINGTON BOULEVARD BUILDING--DETROIT 26, MICH.

Claim No. 6980 385
Doctor: Please detach this portion for your record.
Name: Polora, Bernard F.
Address: Ruth, Mich.
The above-named veteran has been authorized to receive the following treatment:
Not to exceed 4 office visits during the remainder of the month of May (2203).
Diagnosis: Right leg and nervousness.
Date of authorization: May 1, 1946.
TREATMENT REPORT

I certify that treatment was rendered the above-named beneficiary during
- as follows:
- to ------period from -----Date

H

0

Complaints

Clinical findings

Diagnosis: --------------Hospitalization (is) (is not) indicated at this time.
His condition is (stationary) (progressive) (improved).
Additional treatment (is) (is not) indicated.
Signed --------------Address ----- _-

Treatment

M. D.
----

Do Not Write in This Space
Approved $----

Date-----------

Check No -----

- Date-------..

INSTRUCTIONS

H-Home.
O-Office.
In column H, the applicable letters: D (day visit) or N (night visit) are to be
inserted.
In column 0, a check mark (V) is to be inserted.
Remarks:
IMPORTANT

When treatment is to be continued, complete the form below and mail to Chief
Medical Officer, Veterans' Administration, Guardian Building, Detroit 26, Mich.,
not later than the 23d of each month so that it can be received in time to give
proper authorization for the continuance of treatment.
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BEQUEST TO CONTINUE TREATMENT

Your authorization for treatment of the beneficiaryry) (beneficiaries) named
below '(expires) (expired) --------------------.
I recommend, the following
(Date)
additional treatments.
Visits
Names

H

1 Delete

Visits
-

C-No.

Names

C-No.

0

H

0

inappropriate words.

------------------------------------ , M. D.
(Signature of physician)

Address

I am ashamed to name the society that sponsored the ad.

I have here the bulletins and the request for pay. At the bottom
of the request for pay is a suggestion handed out to us rural doctors,
"Contributions to the Michigan Physicians' Committee should be deductible from income tax."
And the folder that is given out to the public.
The

CHAIRMAN.

They may be filed for the record.

Dr. McCoY. Some call this material propaganda; some think it is
enlightening; and others in the profession are chagrined by it. Would
not the American medical profession be doing a great public service to
support a cause that was sincerely intended to better the health and
welfare of our American people ?
FEDERAL FUNDS HAVE IMPROVED HEALTH STANDARDS

In the past, American medicine has achieved tremendous accomplislments, but it must be remembered that such accomplishments
have been made largely with the aid of Federal funds.
These public health departments have enormously contributed to
the "scotching" of typhoid, paratyphoid, smallpox, diphtheria, yellow
fever, and typhus and the lowering of the dath rate by 40 percent since
the turn of the century, which is one of the most significant events in
human history.
Half of the money invested in hospitals since 1935 has come from
the Government. Just before the war $750,000,000 a year was spent
for medical care out of taxes or about one-sixth the total United States
expenditure in that field. All crippled children and the blind can obtain medical care with Federal aid. Without public funds, there
would be gross neglect of such enormous jobs as caring for the mentally sick and for those incapable of self-support because of tuberculosis and other diseases.
Were it not for-Federal funds some orthopedic cases would become
permanent public charges. Children's eye, ear, nose. and dental conditions would impair their education and future civic usefulness; and
the costly diagnosis of syphillis and cancer would be avoided by many.
With public health and welfare fronts joining and expanding the
question of where to place the line dividing public medicine from
private medicine has become a Nation-wide question. and compulsory
insurance with Federal control seems the only logical answer.
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By way of comparison one might say that medicine may be in the
state that education, was a hundred years ago-moving ftom private
to public sphere. The present bill may be, between the use of misguided advertising and public appeal, and expenditure of huge sums
of money, defeated. If it is defeated, the medical profession may look
forward to a much more drastic bill in the not-too-distant future.
There is no question but that the enforcement and the execution of
the Murray-Wagner-Dingell bill will be revolutionary and will be a
tremendous undertaking, but America has always been mastering tremendous projects, and unless too much is attempted at the start, this
undertaking will be successful.
SHORTAGES OF DOCTORS

When we say "too much must not be undertaken at the start" we
have in mind the terrific shortage of doctors which has been brought

about by(1) The long, expensive, and difficult training necessary to become

a physician;
(2) The increased demand by the Army and Navy services; and
3) The demand of the new veterans' hospitals, in the process of
construction and to be constructed.
It would seem to be a conservative estimate that the program would
call for 25,000 more physicians than we have at the present time.
MEDICAL LAWS

It would seem advisable that the Federal Government set up a
group of medical laws or laws governing the practice of medicine, and
when a State comes into the system, it adopt those uniform laws established by the Government. In order not to infringe upon State rights,
the laws would be enforced by the individual States.
Senator DONNELL. May I ask, Mr. Chairman ?
Doctor, have you looked into the question as to whether a Federal
Government has a legal or constitutional authority of any nature to
set up a group of laws governing the practice of medicine?
Dr. McCoy. No, I have not, Senator; I put that in as a suggestion.
Senator DONNELL. Very well.
Dr. McCoY. The medical laws throughout the Nation are much the
same as the motor laws.
and regulations.

Each State, more or less, has its own rules

MEDICAL EDUCATION AND RESEARCH

If the Federal Government is to take over the supplying of medical
care to the American people, it seems right and proper that the
Government should in some manner subsidize by scholarships or other-

wise, the medical education of the young people who wish to ent 'r that
profession.
Medical education today requires 8 years of hard work and is a
very expensive undertaking. We need to create more medi al schools

or enlarge the facilities of those we have.
This also applies to the school of dentistry.
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It is a significant fact that most medical research in the past has
come from salaried workers, many of whom are working in their
laboratories, are poorly paid, and oftentimes not receiving the credit
due them.
S. 1606, it has been charged, will stifle research. Such is not the
case, for from the very beginning of life until death comes from
the little understood process we call old age, science has explored
and discovered facts no single individual can retain or understand.
With all our acquired and classified knowledge of the body and of
the illnesses that can afflict the human race, we have only crossed the
threshold. Man is ever inquisitive, always he will question and investigate. Always research will continue, and new facts come to
life.
In advertising and propaganda, great insistence has been made that
the Murray-Wagner-Dingell bill will do away with patient-doctor
contact or the family physician. This is untrue, but the authors undoubtedly realize that with the establishment of clinics and specialties,
the romantic era of the family doctor has almost passed into oblivion.
Even in rural areas there is now a marked tendency for patients to
go from doctor to doctor and eventually to the clinic which affords
the proper equipment and ficilities impossible for a lone practicing
physician to supply. There is nothing in the act which does away
with or destroys the romance of the practice of medicine which is
fading into history, because of economic pressure under the so-called
voluntary system.
Those of the medical profession who would come under the act
should be compelled to take yearly postgraduate work, and boards
should be established to pass on a physician's competency to engage
in a specialty.
For instance, if John Jones; that is, Dr. John Jones; who had been
in general practice for a number of years, desired to specialize in pediatrics, a board of established pediatricians would examine him, inquiring into his studies and research work in that specialty and pass
upon his eligibility.

These boards should be composed of physicians selected from the
entire area of a State. Small Federal boards, meeting once or twice a
year, should be set up where the physician could appeal the findings
of the State board. This would eliminate favoritism and political
influence and would definitely improve the quality of our various
specialties in medicine.
PAYMENT OF DOCTORS

Now -comes the ever-important subject of compensation for the
physician. One of the most embarrassing matters the physician has to
face in his personal contact with his patients is the subject of fees or
compensation.
Many of us establish a loose-working system, and in order to avoid

such embarrassment, leave the adjusting and the collection of fees to
our secretaries, and in our groups or larger clinics this matter is taken
care of by a business manager.
When the law goes into effect, it is very important that physicians
be adequately compensated. A system should be set up so that we
shall always have professional competition.
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Bearing in mind that physician's time and effort in securing an
education, his constant study, his enforced postgraduate work, and
lastly, but of great importance, his standing in the community and
among the professions in general, the average income of the physician
must be a great deal more than it has been in the past.
For the sake of discussion, allow me to suggest that the general
practitioner's annual income after taxes and the necessary professional
expenses are deducted should start at a base of not less than $5,000 a
year and should gradually increase.
The salary of a specialist should not be less than $8,000 a year and
should gradually increase.
When the program is fully established and more doctors come into
the field, physicians should be privileged and encouraged to retire at
the age of 65 years on at least half their annual income and devote the
remainder of their lives to aiding the profession as they are best
qualified; either in consultation, or assisting and teaching in the postgraduate activities of younger physicians.
In discussing salaries, we must remember that the hard-working
young intern, who receives little or no financial compensation, and is
unable to marry and support a family, should be compensated during
his internship. He should be sufficiently reimbursed in order that he
may engage in more study and acquire a better morale toward his
profession.
Last February in connection with my activities as a member of the
American Legion Medical Advisory Commitee, I inspected the
Dearborn Veterans' Hospital at Dearborn, a few miles from Detroit,
Mich.; and there I found that brick masons working on a new wing
under construction at the hospital, were receiving more compensation,
and putting in fewer hours per day, than were some of the doctors
who were employed by the Veterans' Administration to care for disabled veterans.
I know of nothing that would maintain competition and a physician's
pride in his profession as much as the adequate income I have listed.
As a result, he would have something the physician has never known:
Security for himself and his family in his advancing years.
There can be no question but that the authors of this bill are honestly
and sincerely striving to improve the health and welfare of our
country by giving a wider and more complete distribution of medicine,
dentistry, and hospitalization to the country.
SiAe this is the case, let us be honest and realistic when the bill
comes up in Congress and let us insist that the Government vigorously

curb the advertising and sale of patent medicines and the "poaching"
and thievery of "charlatans." It is a known fact that many, many
times the activities of "charlatans" have kept Americans in the lower
educational brackets from acquiring proper medical care they sorely
needed.
DENTISTRY UNDER THE BILL

The Murray-Wagner-Dingell bill has properly included dentistry.
in the program, and I regret that I am not informed or have not had
enough experience in that profession to properly discuss it. However,
the dental profession must be commended for not carrying on an expensive and vitriolic campaign to defeat this bill. The shortage of
85907-46-pt. 4----
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dentists is even more discouraging than it is in nedieine. A short
time ago the following editorial appeared in the St. Louis PostDispatch; it is entitled: "Toothache Logic."
It reads:
A fascinating exercise of reasoning has turned up in the Missouri State Dental
Association convention. Dr. "" pointed out that dentists are so scarce that
the average American can receive only 1 hour of attention per year. He proposed, therefore, that we visit the dentists often so that decay can be arrested
before it spreads far. In the next breath, however, he said dentists should
* establish priorities for those whose needs are most urgent. It appears, then,
that one should go to the dentist early, but the dentist should prevent one from
coming early.
Later, Joseph D. Lohman, a University of Chicago sociologist, revealed the
escape from such lunatic logic when he pointed out that 40 percent of dentists'
income comes from the upper tenth of the people and only 20 percent from the
lower half. That fact proclaims the need for Federal insurance to bring health
care to persons of low income and to bring more dentists into the profession.
With the rigors of unemployment and old age already tempered by comparable
measures, it would appear only logical to attack the evil of neglected health.
Missouri's dentists, however, do not want such a plan. Their legislation committee expressly condemned it because, its report said, a better program is already in existence. What program? To go to the dentist but not to go to the
dentist?

The editorial is not entirely factual. What has been said with regard to the shortage of dentists is true, but they definitely do have a
program, and briefy it is this:

(1) Research: Adequate provisions should be made for research
which may lead to the prevention or control of dental diseases.
(2) Dental-health education: Dental-health education should be
included in all basic educational and treatment programs for children
and adults.
(3) Dental care: Dental care should be available to all, regardless
of income or geographic location.
This seems to be a clear enunciation of the ideals of the American
Dental Association, and again it is urged that after the passage of

S. 1606 that not too much be attempted too soon, or the effort will
end in failure.
It would appear that the only chance to make a dental program successful would be, because of the shortage of dentists, to concentrate on
one age group, for instance: Start at the age of 4 and give all children
for 1 year complete dental care; then the next year take the children
of 4 and 5. This would be a new group of patients each year and the
past year's 4-year-olds would be continuing their dental care at 5.
The third year beginning again with the children at the age of 4,
all children in our country of the ages of 4, 5, and 6 would be receiving
dental care; and so onto 18 years of age.
I have gone into considerable time to stress that because of the

importance that I consider in setting up should be placed on our dental
program.
They simply do not have enough dentists to launch an ideal Nation-

wide dental program. Facilities should be provided in hospitals or
health centers for anesthesia with a trained anesthetist so that all the
men could take their cases there for extraction.
Dentists say it is not necessary to tie up an operating room as they
do now, and more men would clean up diseased mouths if they could
do it conveniently.
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Another way would be to have one man located at various centers,
particularly throughout the rural areas to do this work.
An intensive drive should be made, together with the scholarships
to which I referred some time ago, in order to interest and induce more
men to take up dentistry.
I am of the opinion that postgraduate courses in children's dentistry
should be made compulsory. If a dental program is to be effective in
our country, it must be set up as a separate program and not be dependent upon the medical profession for its existence. Dentistry cannot
be relegated as afterthought, depending upon how much money is left.
to carry on that program.
The importance of dentistry cannot be overestimated. All physicians know that a great many of our diseases in later years are the
result of lack of dental care in the early years of life.
Of course, the medical and dental professions should work together
as they do now to protect the health of our people, but no medical man
can be expected to know purely dental problems.
There should be a top administrator, and in the case of this bill,
the Surgeon General of the United States Public Health Service is
properly indicated to fill that position, but his first assistant, vested
with broad powers, should be a member of the dental profession, and
from there on the two professions should be independent of one another insofar as policy is concerned.
As I said before, the dental program will be slower to get under way
than the medical program because of the shortage of dentists, but it
will move more rapidly because there will be more cooperation from
the American Dental Association.
Dentists feel that the care of children should be compulsory from
4 until the age of 18 or until such time as the American people are
educated to the vital importance of the proper care and hygiene of the
mouth.
All dentists as all doctors, should be required to take annual postgraduate work, and the salary and compensation in retirement of
dentists should be the same as I have already suggested for the medical profession.
It has been a pleasure to appear before this honorable committee.
I have sincerely tried to aid not only the committee but the medical
profession, and it is my great desire that this be passed by the Con-

gress of the United States, and that it be administered with the spirit
and the loyalty and efficiency that its authors envision and desire.

The authors of this bill have made a tremendous contribution to
the advancement of medical care to the peoples of these United States;
they will have made a tremendous contribution not only to the security of our country but also to the security and advancement of the
two professions so vitally concerned.
Let us all conscientiously and unselfishly do everything within
our power to see that the basic intent of this law is successful, and in

so doing thousands of our mothers will live to see their families reach
maturity, and millions of our children born and unborn will enter
adult life and their chosen activities without the many handicaps and
ravages of disease that Americans have tolerated in the past.
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REPORT ON 8. 2143

Now I have also made another report. I understand that a new
health bill has been introduced, and I have also made a brief analysis
and a commentary on that bill.
The bill is Senate No. 2143.
I wonder if you would like that.
The CHAIRMAN. That could be incorporated in the record.
Dr. McCoY. Would you like to have me read it?

Senator DONNELL. Mr. Chairman, are we undertaking at this time
a study of this new bill ?
The CHAIRMAN. I wrote a letter to the proponents of that legisla-

tion and asked them their wishes on it, but I have not heard from
them as yet.
Senator DONNELL. I see no objection to the doctor presenting it in
the record at this time, subject to the point that it may. be considered
later by the committee as to whether the committee is going ahead with
a detailed study.
The CHAIRMAN. I would suggest you incorporate the analysis of
that bill in the record.
Dr. McCoY. Yes, Senator.
(The document referred to is as follows:)
ANALYSIS AND PERSONAL VIEWPOINT OF S. 2143

By I. D. McCoY, M. D., Bad Axe, Mich.
questions
While this analysis will of necessity be as objective as possible, many
participate
not
occur which are naturally difficult for anyone to answer who did
is contradictory
in drafting the bill. The bill appears to have been hastily drawn,
one wonders if
that
in places, and in other places, the meaning is so obscure
even the authors could explain it.
functions of
The bill begins with the declaration that the health and medical
several agencies, must be
the Federal Government, now widely diffused over
confusion and
centralized within a single administrative entity in order to lessen
duplication.
should be as
Anyone will agree that the functions of the Federal Government
to discuss Federal
centralized as possible. However, later on, the billofseems
a single administrative
agencies without bearing in mind the advantage
entity.
and medical servIt recognizes the inadequacies in the distribution of healthStates
in extending
to aid the
ices, and it establishes a policy of the United States
of
regardless
individual
medical, dental, and public health services to every
of the Government that
race or economic status. It expresses a further policy
of Federal
provision should be made for voluntary deductions from the salaries
nonprofit health
employees in order that premiums may be paid to voluntary
insurance funds in payment for medical care.
regardOne agrees that dental and public health services to everytheindividual,
American people
of
less of race or economic status, is what the majority by
of giving
suggestion
a
expect, but later on, the intent of this idea is destroyed
the idea
Now,
discuss later.
aid to poor dental patients alone, which I shall
for nonprofit
of voluntary deductions from the salaries of Federal employeesStates Supreme
health insurance is an endorsement of the findings of the United
Court.
Government to be
Title I of the bill creates an independent agency in the
a National Health
by
known as the National Health Agency to be administered
either with at
Administrator. The Administrator must be a doctorofofthemedicine
Public Health Service
least 8 years of experience as a commissioned officer
must have been
or with 8 years of active experience elsewhere, 3 years of which
spent in medical research, teaching, or administration.
who apparently at
I am unable to understand the idea of an Administrator,Health
Service, the
first in the bill outranks the Surgeon General of the Public
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Surgeon General being relegated as an assistant. Later on in the bill, as I
shall show you, the Surgeon General seems to assume full responsibility of the
National Health Agency.
The newly created agency shall have transferred to it the Public Health
Service, St. Elizabeths Hospital, the Food and Drug Administration, the Office
of Vocational Rehabilitation; in addition, the functions and duties of the Children's Bureau concerned with the administration of title V of the Social Security
Act, and finally, the functions and duties of the Division of Health Studies
in the Bureau of Research and Statistics of the Social Security Board. The
bill provides that St. Elizabeths Hospital should be transferred to the Public
Health Service. The bill provides specifically that the medical departments of
the Army, Navy, and Veterans' Administration shall not be affected by the
National Health Agency. The Bureau of the Budget is directed to make a study
of the activities of the several other departments and agencies of the Federal
Government dealing with health matters and to report the results of such a
study to the Congress by June 30, 1947.
The Surgeon General of the Public Health Service shall in effect serve as the
Assistant Administrator in that the Surgeon General shall act as Administrator
in the absence of the Administrator.
Title II amends the Public Health Service Act (Public Law 410-the basic
law under which the Public Health Service now operates) as does all of the
subsequent titles of the bill. Title II amends section 303 of Public Law 410 by
placing a ceiling upon the amounts of authorized appropriations that the Congress may make in the support of general medical research. No such ceiling is
now imposed in Public Law 410. The present bill would limit authorized appropriations to $2,000,000 annually to be spent for grant-in-aid to universities and
to the research institutions and $2,500,000 annually to be available for research
carried out at the National Institute of Health. The bill provides for additional
titles to Public Law 410-title VII dealing with general medical services for
persons with low income, title VIII dealing with dental health services for
school children and persons with low income, and title IX with further research
and training particularly in the fields of dentistry and psychiatry.
The appropriation limited to $2,000,000 for grants-in-aid to universities and
to research institutions could not, by an stretch of the imagination, be sufficient for research work in this country. That would virtually mean the end
of research in our great universities, unless, as some of it is now, it were privately financed by, for example, endowments, and so forth. It would seem to
me research laboratories and our fine American universities could very easily
use 25 to 50 million in pure research.
Title LX mentions for the first time psychiatry. Later on, it is called neuropsychiatry. One wonders when they speak of further research in psychiatry
if the bill refers to mental diseases in general. If it does, it is a fine thing and
should be exhaustive and include the field of eugenics.
In essence, the general medical service provisions of the bill are as follows: a
total of $200,000,000 per year for 5 years is authorized to be appropriated and to
be used for making payments to the several States which have submitted approved plans for providing medical care to families and individuals unable to
pay for such care. Every State participating in this program must develop a
State-wide plan and such plan must be approved by the Surgeon General.
Could States participating in this program require only the approval of the
Surgeon General? Where does the Administrator fit into this picture?
The bill provides certain specifications which each State plan must satisfy,
such as the designation of a single State agency as the sole agency for administering the plan. A State advisory council to advise the State agency, satisfactory evidence that the State will have ample authority to carry out the plan
and a program content which is calculated to provide within 5 years general
hospital, surgical, and medical services for all families apd individuals in the
State having insufficient income to pay the whole cost of such services and health
inspection services for all children in the elementary and secondary schools in
the State. The State may also, at its own discretion provide medical care in the
home of physician's office to such individuals. The plan would also permit the
State to furnish these services through payments of premiums or partial premiums on behalf of such individuals to any voluntary health or hospital insurance fund operated not for profit. The Surgeon General would be required to
approve any such State plan which fulfills the several conditions specified in
the bill. A national health council is created which would serve as an appeal
body to which a State could go in the event a State plan should be dis-
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approved by the Surgeon General. If the Council should determine that the
Surgeon General were in error in disapproving the State plan, the Council would
have the authority to veto the action of the Surgeon General. The bill sets out a
formula for allotment of funds to the several States based upon the population
of the State and its tax-paying ability. The Surgeon General may withhold
from a State all or a portion of the State's allotment whenever he finds that the
State is not conforming with the provisions specified. However, if a State is
dissatisfied with the Surgeon General's action in this regard, the State may
appeal to the United States Circuit Court of Appeals and the court may in
turn veto the action of the Surgeon General.
Throughout the reading the Administrator seems to have been forgotten. I
do not believe this bill is much improvement, if any, over the voluntary system
of insurance which we now have and which, as I have shown in my discussion of
S. 1606, is doomed to failure.
A special title is set up under Public Law 410 dealing with dental-health
services for school children and for families with low income. A 5-year program
is authorized involving appropriations not to exceed $8,000,000 the first year and
not to exceed $20,000,000 the last 2 years for grants to States to provide dental
inspection for school children and necessary dental care for those children and
other individuals unable to pay the whole cost of such care. To carry out this
program each State must develop a State-wide plan which would set up a single
State agency to administer the plan, provide for a State dental advisory council
and set forth a program calculated within 5 years to provide for the annual
inspection of the teeth of all children in elementary and secondary grade schools
and to provide for the dental treatment of all such children who are unable to
pay for the whole cost of such treatment. Children would be certified as unable
to pay for this by the head of the school.
As I have shown in my discussion of a dental program in S. 1606, there are not
enough dentists at this time or will there be in 5 years under existing conditions
to carry out this fairly generous program, and the fact that a child from a poor
or unemployed family must be tagged or certified and set apart from other children will in itself defeat this bill before the Congress of the United States. It
entails an investigation by the child's teacher of the financial status of the parents
and then sets the child apart in a class of its own. This, I maintain, is class
legislation, is un-American and undemocratic, and would doom the whole dental
program to failure.
The State could, if it desired, extend dental service to families unable to pay for
such service. The various other provisions as to dental health are quite similar
to those provided for general medical care. The bill provides for the creation
of two additional research institutions in the National Institute of Health: One,
a Dental Research Institute, and the other, an Institute for Neuropsychiatric
Research. These two institutes would have substantially the responsibilities in
their respective fields that the National Cancer Institute now has at the National
Institute of Health. They would be authorized to conduct research and investigations of the cause, treatment, control, and prevention of dental diseases and
neuropsychiatric conditions. They would provide institutions for study. They
would authorize grants to be made to nonprofit institutions to support research
projects in the two fields. Appropriate advisory councils would be set up to
advise the Surgeon General in connection with the work. In the case of the
Dental Institute amounts of authorized funds are specified for each of the 5 years
both as to what can be spent in the institute proper and what can be spent
through grants-in-aid. This also applies to the Neuropsychiatric Institute except
that the amounts are larger than for the Dental Institute.
I do not understand the logic of setting up larger amounts for the Neuropsychiatric Institute than for the Dental Institute, especially as it is generally
conceded that a great many illnesses in later life stem from dental neglect in
childhood or early life, and a great many so-called neuropsychiatric lesions also
stem from dental defects in early life.
The remainder of the bill Is devoted to miscellaneous provisions incident to the
transfer of certain other functions and agencies to the newly created National
Health Agency.
Throughout the bill provisions, particularly in respect to authorized appropriations, relate to a 5-year program. The bill provides that at the end of this
5-year period the Congress will review the work of the Agency in order to determine the amount to be authorized thereafter.
In other words, at the end of 5 years instead of improving an already existent
program, the whole program will come in for review at the end of this period,
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could be set aside or the work nullified by insufficient funds or insufficient congressional appropriations. As I interpret the result of the polls of the American
people in this matter, it is my opinion that they demand a permanent health
program, a program which will not be cast aside but rather one that will be
improved upon as time and experience dictates.

The CHAIRMAN. Thank you, Doctor.

Have you any questions
Senator DONNELL. I would like to ask the doctor some questions;
yes.
Doctor, you have studied this bill, S. 1606, by personally reading it,
I presume, in detail. Is that right ?
Dr. McCoY. Yes, sir, Senator; I have.
Senator DONNELL. Doctor, may I ask you: You are from Michigan.

What portion of the State is it from which you hail ?
Dr. McCoy. I am from what you would call the rural section of the
State.
Senator DONNELL. Where is that from Detroit?
Dr. McCoY. That is approximately 95 miles north of the city of

Detroit.
Senator DONNELL. What is the medical school or schools of which

you are a graduate, Doctor?
Dr. McCoY. I am a graduate of the University of Michigan, and

I have done postgraduate work at Harvard University.
The CHAIRMAN. What is the county seat of the county you reside
in?
Dr. McCoY. Bad Axe.
Senator DONNELL. Are you a member of the American Medical

Association
Dr. McCoY. No, sir; I am not.
Senator DONNELL. Have you ever been a member of that association?
Dr. McCoY. Yes, sir; I have been.
Senator DONNELL. Did you resign from your membership?
Dr. McCoY. No, sir.
Senator DONNELL. You just failed to continue it; is that right
Dr. McCoY. No, sir; that is not true, Senator.

Ten years ago I moved 22 miles into a county adjoining my county
I was in previously, and at that time I was a member of the Michigan
Medical Society of the American Medical Association and the county
society.
I took my transfer over to that county, but my transfer was rejected.
Senator DONNELL. That is, by the Michigan 'Medical Society?

Dr. McCoY. No.
You see, you become a member of the county society and you are
automatically a member of the State society and the American Medical Association.
Senator DONNELL. And the rejection to which you refer took place

by the medical society of the county into which you moved
Di. McCoY. That is right, sir.
Senator DONNELL. That is the one in which you live now?

Dr. McCoY. Yes, sir.
Senator DONNELL. Doctor, do you mind telling us the reasons for

that rejection, if you know the basis for that ?
Dr. McCoY. That is somewhat difficult, because that statement
would be based largely on possibly hearsay evidence, but in our county-
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seat town-this, however, is not relevant to the bill before us, but we
had at that time one hospital in our county-seat town.
That hospital was owned by the bank. There is a provision in their
bylaws that any doctor who is a member of the county society is to
have the privileges of that hospital.
It was not the desire of the bank which owned the hospital, or some
of the doctors doing surgery in the hospital, it is not their desire to
allow me in the hospital.
So my transfer was not accepted which automatically voided my
membership in the Michigan State Society of the American Medical
Association.
Senator DONNELL. Now, Doctor, I will not stress that much further,
but I would like to ask one or two other questions.
What is the name of the county in which Bad Axe is the county seat?
Dr. McCoY. Huron County.
Senator DONNELL. Huron County?
Dr. McCoY. Yes, sir.

Senator DONNELL. It is the Huron County which rejected your
application for transfer ?
Dr. McCoY. That is correct, sir.

Senator DONNELL. How large a membership did that society have
at the time of the rejection, approximately I
Dr. McCoY. Either eight or nine.
Senator DONNELL. Eight or nine members of that society that deter-

mined for themselves whom they would admit into membership, and
what transfers they would accept; is that right?
Dr. McCoY. That is correct, sir.
Senator DONNELL. Doctor, you are a surgeon as well as a physician;

is that right ?
Dr. McCoY. I am specializing in surgery and consultation.
Senator DONNELL. You have a hospital of your own ?
Dr. McCoy. No.
Senator DONNELL. Where do you perform your surgical work

Dr. McCoY. For a few years I had to transport my patients from
Bad Axe vicinity to a hospital of which I subsequently became chief
of staff, 17 miles from Bad Axe, and another hospital 22 miles from
Bad Axe.
Later on a group came from Detroit and started a nonprofit corporation and organized a set-up operating there which is at the present
time operating a hospital.
Senator DONNELL. And that hospital is being operated in Bad Axe
by this nonprofit group of persons who came up from Detroit; is
that right?
Dr. McCoY. That is right.

Senator DONNELL. And you perform your operations in that hospital
Dr. McCoY. That is correct.

Senator DONNELL. Doctor, do you perform operations for osteopaths
when they have patients?
Dr. McCoY. Yes, sir; I do.
Senator DONNELL. IS it not a fact, Doctor, that regardless of the
merits of the matter, is it not a fact that there is quite a disagreement
between yourself and other physicians in your county as to the pro-
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priety of certain of the practices in which you have engaged I Is not
that true ?
Dr. McCoY. No. I would be forced to deny that allegation. I
guess you intend it that way.
Senator DONNELL. Very well.

Dr. McCoY. There are other doctors that do work for osteopaths
and solicit osteopaths. Some very, very prominent friends of mine
in Detroit operate in an osteopathic hospital.
Senator DONNELL. I was not referring solely to that, Doctor, in
regard to the practices.
What I had reference to included, in part, the matter of advertising.
Do you advertise any
Dr. McCoY. Definitely not.
Senator DONNELL. Have you ever advertised ?

Dr. McCoY. No, sir; I have never.
Senator DONNELL. Who is the president of the Huron County Med-

ical Society at this time ?
Dr. McCoy. I do not know at the present time.
Senator DONNELL. Can you tell us the name of some one of the
members of that society? Just one, and his address, please.
Dr. McCoY. Dr. C. B. Morden, Bad Axe, Mich.
The CHAIRMAN. Before you leave that subject, may I ask some questions?
Senator DONNELL. Certainly.
The CHAIRMAN. Doctor, do you know of similar situations occurring

in other parts of the country where doctors are refused permission to
operate in hospitals ?
Dr. McCoY. Oh, yes. That it a common practice. No matter what
a man's ability is, hospitals can select and receive public funds and
still have closed staffs.
The CHAIRMAN. Yes.

Dr. McCoY. I want to hasten to add that that is not true, however,
of the Mercy hospitals, of the Catholic hospitals.
If a man is qualified to do his work in the hospitals, they will admit
him to do so.
The CHAIRMAN. And the complaints are often made by physicians

and surgeons against the medical system of cliques in various communities which prevent them from having access to hospitals.
Dr. McCoY. I think that is true, Senator, and that is the reason in
my article that I advocated the setting up of groups of men in the various specialties so that if a man has been in general practice for a
while, he can go before that group, and if he specializes in surgery, as
I do, he can operate before that group. He can show them he is
qualified to become a specialist in that particular specialty.
If, for reactionary reasons, or political reasons, or if the color of his
hair is not right, and they do not want him in their specialty, then, as
I have set up, he may appeal. He may appeal to a group that examine
in the various specialties that are federally controlled.

Senator DONNELL. Now, Doctor, in your testimony you say: "I have

done a great deal of study and research work on Senate bill 1606."
Have you read the entire bill ? It is a very voluminous bill.
Have you read it all?
Dr. McCoY. Yes, sir.
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Senator DONNELL. It would not be any reflection on you if you had

not, because there is repetition, but you have read the entire bil.
Dr. McCoY. I have read it.
EXPERIENCE IN OTHER COUNTRIES

Senator DONNELL. And in the research work you have done, have
you investigated the experience of other nations in compulsory health
insurance?
Dr. McCoY. I have done considerable reading, and I have been in

five or six European countries, and their hospitals, and have taken some
postgraduate work.
Senator DONNELL. Did you take your postgraduate work in Germany?
Dr. McCoY. No, but I have been in their hospitals.
Senator DONNELL You have been in their hospitals?

Dr. McCoY. Yes; I have.
Senator DONNELL. You make a very strong point, Doctor, of the
importance of adequate compensation for the doctors.
Dr. McCoY. That is correct.
Senator DONNELL. Are you acquainted with Dr. Isadore S. Falk?

Dr. McCoy. No; I am not.
Senator DONNELL. Do you know who he is ?

Dr. McCoY. No; I do not believe I know even who he is.
Senator DONNELL. Well, his name has been mentioned in the

testimony here at times.
I would like to offer to the committee at this time the following
statement from a book by Dr. Isadore S. Falk entitled "Security
Against Sickness," published by Doubleday-Doran in 1936, as follows:
The inadequacy of professional income is even more discouraging in Germany
than in the United States because it bears with unusual weight upon the insurance practitioner; whereas the less-than-average incomes of most physicians in
the United States are "compensated" by the greater-than-average incomes of the
others, in Germany the less-than-average incomes occur mainly among insurance
practitioners whose clientele is largely among the poor, and the greater-thanaverage incomes occur chiefly among noninsurance practitioners who serve private
patients in the higher-income classes. In the United States many physicians who
practice chiefly among the poor augment their incomes, more or less, from practice
among those who have larger means through a sliding scale of fees. In Germany,
with nearly two-thirds of the entire population eligible to medical benefit, and
more nearly 80 percent in the large cities, the insurance practitioners have less
opportunity to augment their insurance incomes by more remunerative private

practice.

Doctor, from your experience in Germany, do you think Dr. Falk
is correct in the statements which I have given here as to what he
terms even more discouraging inadequacy of professional income in
Germany than in the United States?

Dr. McCoy. Now, Senator, I imagine probably you would like to
have me answer that question "yes" or "no"?
Senator DONNELL. Not necessarily. You can tell us your views
on it.
Dr. McCoY. When we are discussing the income of doctors in for-

eign countries, when we are discussing and comparing death rates
in foreign countries, as compared to our own country, we are eternally
losing the thought that there is a vast difference in the income and in

NATIONAL HEALTH PROGRAM

2007

the type of living conditions that exist in those countries as comparable to our country.
Now, I do not know of any way. I have seen European surgeons
operate. I have been in European hospitals for 3 months during the

First World War. A,Catholic priest and myself made rounds every
night from 7 o'clock until midnight giving French children-we were
in a town of about 30,000 and there was not a French physician
there-we went around giving children antitoxin for diphtheria furnished by the Army.
I had an opportunity to see the living conditions of all types of
French people that you would expect to find in a town of 30,000
comparable to the town of 30,000 in the United States.
If you do that comparing to a town of 30,000 in the United States,

you cannot honestly draw a conclusion from anything with regard to

the death rate or with regard to the income of physicians.
The income of a physician is always dependent upon the national
income.
Senator DONNELL. Doctor, what I was getting at was, you are

making the point that there should be adequacy of income, and what
I wanted to know was whether your observation in Germany concurred with that of Dr. Falk, to the general effect that the "inadequacy of professional income is even more discouraging in Germany
than in the United States."
Do you feel you could testify as to whether or not his statement to
that effect is or is not correct?

Dr. McCoY. That was a feature in Germany I did not develop and
did not investigate.
Senator DONNELL. Now, the compulsory health insurance went into
effect in Germany in or about 1884, did it not?

Dr. McCoY. I think it did; yes.
Senator DONNELL. Yes.

Doctor, you referred a moment ago to the matter of death rates, and
then you referred also in your testimony as a lack of justification, in
substance, of the view that the health in America is something to cheer
about.
Dr. McCoY. Not to cheer about.
Senator DONNELL. I beg your pardonV

Dr. McCoY. Not to cheer about.
Senator DONNELL. That is what I say. You say it is nothing to

cheer about.
Dr. McCoY. That is right.
Senator DONNELL. You do not mean to say, Doctor, that the condition of health in our country is worse than it is in such countries as
Australia, Chile, Wales, France, Germany, New Zealand
You do not undertake to say our condition of health is worse than in
those countries, do you ?
Dr. McCoY. I would answer that this way, Senator:
About 5 years ago, I bad to give an address, and I gave some study
to our childbirth deaths in-the United States. And I find, or found at

that time that we had a greater childbirth death in the United States,
in our country, than any country; than all the countries in South
America, but one. Much greater than the Scandinavian countries.
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I have never been able to determine why that statement is true,
because we know that where living conditions are poor, where the
wage scale is low, there is a general tendency to have an increase of
deaths from communicable diseases and childbirth-maternity deaths.
Senator DONNEL. Mr. Chairman I would like to have at this point,

introduced into the record, if you please, a table appearing at page 47
of a book entitled "Factual Data on Medical Economics," revised in
1940, issued by the Bureau of Medical Economics, American Medical
Association, Chicago, which table is No. 21, entitled "General Death
Rates of the United States Registration Area and Certain Foreign
Countries for Each of the Years from 1911 to 1935."
I may say that the figure in 1935 as shown on the "General Death

Rates of the United States Registration Area," is 10.9. Australia is
9.5 which is lower. Chile is 25. England and Wales, 11.7. France is
15.7. Germany is 11.8. New Zealand is 8.2, which is again lower than
the United States, and Sweden, 11.7.
I call your attention to the fact that only two are lower.
There are certain notations, and I ask that the table and the notations
be set forth in the record.
(The table with notations is as follows:)
TABLE 21.-General death rates of the United States registration area and certain foreign countries for each of the years from 1911 to 19S51
Death rates per 1,000 population
Year

United
States
registra- Australia
tion area

14. 2
13.9
14.1
13.6
13.6
14.0
14.3
1917...----....----..
1918--------18.1
1918........--------12.9
1919 ...-.....-----......
13.0
1920...............
11.6
1921................-------11.7
1922--.......-------.
12. 2
1923.................
11.7
1924 ...---..........
11.8
1925..........------.
12. 3
--...
1926-....------.
11.4
1927.............-.-12. 1
1928_
.-.
_-----____
11.9
1929........-........
11.3
1930..........-......
11.1
1931..---........_--.
10.9
1932...... __-.....-10. 7
1933-.............-..
11.0
1934.................
10.9
1935 .................-----1911..........-......
1912-...---...------1913------------1913
1914-..........-----1916-................-------

10.7
11.2
10. 7
10. 5
10.6
11.0
9.7
10.0
12. 7
10. 5
9.9
9.2
9.9
9.5
9.2
9.4
9.5
9.5
9.6
9.
8.66
8.7
8.6
8.9
9.3
9.5

Chile

31.1
29.7
30. 1
27.8
26.0
26.3
29.
29.5
37.0
30.7
32. 7
28.4
32.8
29.2
27.8
27.2
25.8
24.4
26.2
24.7
22.0
22.8
26.8
26.8
25.0

England
and
Wales
14.6'
13.3
13.8
14.0
S15.7
314.3
814. 2
S17.3
S14.0
312.4

12. 1
12.8
11.6
12. 2
12.2
11.6
12. 3
11.7
13.4
11.4
12.3
12.0
12.3
11.8
11.7

France

19.6
17.5
17. 7
S19.6
221.0
S19.8
S20.2
8 24.6

S19.3
17. 2
17.7
17. 5
16. 7
16. 9
17.4
17. 6
16. 5
16. 4
18 0
15.6
16. 4
16 9
15. 8
4 15. 1
t 15. 7

Germany

17. 3
15.6
15.0
19. 1
21.4
19. 2
20.6
24.8
15.6
15. 1
13.9
14.4
13.9
12.3
11.9
11.7
12.0
11.6
12. 6
11.1
11.2
10.8
11.2
10.9
411.8

New
Zealand

9.4
8.9
9.5
9.3
9.1
9.6
9.6
14.8
9.5
10. 2
8.7
8.8
9.0
8.3
8.3
8.7
8. 6
8.5

8.5
8.8
8.6
8.3
8.0
8.0
8.
8.2

Sweden

13.8
14.2
13. 7
13.8
14.7
13.6
13. 4
18.0
14.5
13.3
12.4
12.8
11.4
12.0
11.7
11.8
12. 7
12.0
12.2
11.7
12.5
11.6
11.2
411.2
411.7

1 1911-14 Mortality Statistics, Bureau of the Census, 1921, p. 22; 1915-21 Mortality Statistics, Bureau of
the Census, 1933, p. 5; 1922-35 Mortality Statistics, Bureau of the Census, 1936, p. 4.
3 Figures relate to 77 "departments," not invaded.
* Based on civilian deaths and estimated civilian population.
4 The figures are provisional.

Senator DONNELL. Also, table 25, page 57, entitled: "Diphtheria

Mortality".
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(The table referred to is as follows:)
TABLE 25.-Diphtheria mortality
Death rate per estimated 100,000
population

Death rate per estimated 100,000
population
Year

Year
er- English Sotman
2 tish
towns a wn
towns
1928-----------1929-...-----1930-----------1931-----------1932_.----------

8.4
10.6
11.7
7.1
.6
-

-

9.3
9.4
10.2
7.7
7.2

12.2
11.5
11.5
8.5
8.6

United
States
cities
9.2
7.8
5.1
3.7
3.2

1933.------ ----1934.-------1935.-----1936 --------

German
toto
wns

glish
tn
t

Scot- United
tish
States
towns s cities 4

8.3
11.6
9.3
8.6

8.0
11.0
11.7
11.5

7.2
12.0
9.3
6.7

2.3
2.2
2.1
1.6

IFigures for 1928 to 1932, inclusive, cover from 50 to 55 towns. From 1933 to 1936, towns with more than
100,000 inhabitants are covered.
2 1928 to 1932, 107 to 121 towns covered. 1933 to 1936, towns with more than 50,000 inhabitants.
* 1928 to 1932, 16 towns covered. 1933 to 1936, towns with more than 30,000 inhabitants.
1928: Annual Epidemiological Report, Corrected Statistics of Notifiable Diseases for the Year 1931,
League of Nations, Geneva, 1933, p. 76.
1929: Annual Epidemiological Report, Corrected Statistics of Notifiable Diseases for the Year 1932,
League of Nations, Geneva, 1934, Germany and England, p. 96; Scottish, p. 97.
1930: Annual Epidemiological Report, Corrected Statistics of Notifiable-miseases for 'the Year 1933,
League of Nations, Geneva, 1935, p. 91.
1931: Annual Epidemiological Report, Corrected Statistics of Notifiable Diseases for the Year 1934,
League of Nations, Geneva, 1936, Germany and England, p. 97; Scottish, p. 96.
1932: Annual Epidemiological Report, Corrected Statistics of Notifiable Diseases for the Year 1935,
League of Nations, Geneva, 1937, Germany and England, p. 95; Scottish, p. 96.
1933; 1934; 1935; 1936: Annual Epidemiological Report, Corrected Statistics of Notifiable Diseases for the
Year 1936, League of Nations, Geneva, 1938, Germany and England, p. 94: Scottish, p. 95.
4 88 cities in the
United States covered (selected cities from each section of the country). Journal of the
American Medical Association 108: 2202 (June 26) 1937.

Senator DONNELL. Table 27, appearing at page 61, being "Tubercu-

losis Mortality in England and Wales, and the United States,
1921-38."

(The table referred to is as follows:)
TABLE 27.-Tuberculosis mortality in England and Wales, and the United States,
1921-38
Death rates per estimated 100,000 population
Year

Year

___

United
States I
1921.....-..--..--..
-- ..
1922--....---.
-------.....
1923............---------1924------.
...---.-- ...-1925..-----.....
.
-------1926...-----.....--------.
1927 ...--...----------- .
1928..-----..-.--.---....
1929...------..
-------...

Death rates per est'mated 100,000 population

98.9
96.4
92 8
89.7
86.7
87.3
80.9
79.3
76.0

England
and Wales 2
111.7
110.7
104.9
103.9
101.7
94. 2
95.2
90.9
93.2

United
States I
1930---..-..-------...---.
1931-...--...---.---...-1932----.....--....
------1933 ..--.------------1934 ..-----.
.-----------..
1935......................
1936.--.----------.---..
1937,--..------.
--------.
.
1938-------.....
.
--------

England
and Wales 3

71.6
68.1
62.8
659.6
56.6
55.0
655.7
53.6
49.0

87.2
86.9
81.5
79.9
74.0
68.7
65.7
66.7
60.7

I Vital Statistics-Special Reports, Bureau of the Census, Dec. 29 1939, vol. 9, No. 7, p. 15.
s Annual Report of the Chief Medical Officer of the Ministry of Health for the year 1938, p. 203.

Senator DONNELL. And finally, table 36, page 81, entitled "Infant
Mortality Rates Per 1,000 Live Birth for Specified Countries,
1920-36"; I ask that those be incorporated in the record.
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(The table referred to is as follows:)
TABLE 36.-Infant mortality rates per 1,000 live births for speoffied countries,
1920-6 1

[Exclusive of stillbirths]
Y ea r

1920-.--------------1921..._------------

1922....-----------.

1923............------------1924..-------------.1925....------..---.
.
1926 ..-----------..
1927 .--------------.
1928-.--------.----1929..-----------.
1930--------------1931 --------------1932.---------- ---1933...-------------1934 ------------ --1935..-------------19366 ----------Percent decrease
since 1920---------

United
States

-

Chile

.Germaand

England
Wales

France

Sweden

Australia

New Zealand
land a

86
76

263
278

130
132

80
83

99
117

63
64

69
66

51
48

77
71
72
73
65
69
68
65
62
58
58
60
56
57

283
266
258
251
226
212
224
234
232
235
258
262
251
252

132
109
105
102
97
89
96
85
83
79
77
66
69
66

69
75
75
70
70(
65
74
60
66
65
64
59
57
59

96
85
89
97
83
92
96
78
76
77
75
69
69
67

56
60
56
56
60
59
59
55
57
51
50
47
47
43

61
57
53
54
54
53
51
47
42
41
40
44
40
41

44
40
40
40
39
36
34
34
32
31
32
32
32
31

4.2

49.2

31.7

40.6

76

33.7

240

130

77

26.3

87

32.3

62
,

53

42

39.2

i Vital Statistics-Special Report, vol. 9, No. 36, pp. 345-461, May 2, 1940. Compiled from League of
Nations Annual Epidemiological Reports for the years 1935 (p. 67, f.) and 1936 (p. 65, f.).
2 Birth registration area which comprised 59.8 percent of total population in 1920, 94.7 percent in 1931,
and 100 percent since 1933. (For 1937, 1938, and 1939 rates see table 35, p. 79, of this book.)
' Present area since 1920, but without the Saar from 1920 to 1934, inclusive.
4 Up to 1913, 87 departments; since 1920, 90 departments.
I Exclusive of Maoris.
SPreliminary figures.

The CHAIRMAN. Right there, I would like to ask some questions.
Senator DONNELL. Certainly.
The CHAIRMAN. Doctor, it is difficult to make comparisons between

some of these foreign countries and the United States with reference
to health conditions.
It is not proper to compare London with New York, for example.
The climatic conditions and scale of living, the amount of money
spent by the Government for health protection, is entirely different

in both those cities; is it not ?
Dr. McCoY. Absolutely.
The CHAIRMAN. So that to say that the record in New York is a
little better than what it is in London, does not signify very much,
because the United States spends a tremendous amount of money for
drainage and proper sewerage systems, and so forth, and that has a

tremendous effect upon the health of the people, the amount of money
that the Government' spends in protecting the people from conditions
that contribute to ill health.
Dr. McCoY. That is correct.
Senator DONNELL. Doctor, the point I am addressing myself to is
that your language to the effect that certain persons are more or less
justified in their attitude, because "the state of American health is
nohing to cheer about," you are not undertaking there to make the
categorical statement that our health in this country, generally speaking, is worse than it is, we will say, in England or France or Germany I
You are not undertaking to say that?
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Dr. McCoy. No, Senator; I did not mean it that way. If I may
be permittedSenator DONNELL. Surely.
Dr. McCoy. I would like to read here at this time a letter from the
health commissioner of the State of Missouri.
DEAR DR. McCoY:-

Senator DONNELL. Which health commissioner is that?

What is the date of that letter?
Dr. McCoY. May 9.
Senator DONNELL. Of this year?
Dr. McCoY. Yes, sir; 1946.
Senator DONNELL. Very well.

Dr. McCoY (reading):
Your letter of May 3 has been received. Missouri does not have a hospital
licensing or inspection law. Consequently, we are unable to give you with any
degree of accuracy the information which you have requested.

The information that I requested of that State was the number of
their hospital beds, and the number of beds that would satisfy the
demand to properly care for the sick.
As New York State wrote back and told me that they needed 3,200
additional beds.
Missouri could not give me that information, because they do not
inspect or license their hospitals.
Now, the State of Missouri is about in resources ninth or tenth
State in the United States, yet it is about the thirtieth of our States
with their educational programs, where it ranks about thirtieth.
And I say, 9 to 10 in public resources and financial resources, natural
resources, yet it is around thirtieth in our States in its educational
program and its health program, public health program.
Now, Missouri had, as I read a short time ago, 930 deaths of mothers,
14,458 deaths of infants.
The above figures, and they gave me tentative figures because they
had not listed the figures of 1945 yet. They had not been completed.
I would be inclined to believe that the Blue Cross insurance plan, or any
health-insurance coverage in this State, would not be more than 25 percent,
but this is simply an estimate based on the very poorest of information.

This is from the Missouri Health Commissioner.
And I have an editorial from the Weekly Bulletin of the St. Louis
Medical Society. It is entitled, "Missouri Muddle."
Let us visualize objectively Missouri medicine today; not enough hospitals or
hospital beds; not enough medical doctors; too many areas without a doctor;
virtually no young M. D.'s going into rural practice; osteopaths and other "ists"

and "isms" grabbing off the rural and suburban locations; the largest organized
medical group in eastern Missouri fighting and feuding with the largest in
western Missouri; no State medical school worthy of the name; discontent among
returning veterans because of their service experiences and the apathy among
us in helping them get started; no State-wide, effective public-relations liaison;
no industrial-health program of any consequence; a lack of general interest
among practitioners in joining, or working for organized medicine.

This is from an editorial of the Weekly Bulletin, of the St. Louis
Medical Society, 11: 12, 133, December 7, 1945.
Senator DoNNEL.. Doctor, what you have been reading has, as I
see it, no connection with what I asked you.
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You are not undertaking to say that the general condition of health
in the United States is worse than it is in England, France, or
Germany?
That was the question I asked. Whereupon you proceeded to honor
my State by pointing out certain conditions in Missouri.
I am asing you whether or not you are undertaking to say by
this general language in your testimony, very carefully worded,
namely, to the effect that our health is nothing to cheer about, that
being ascertained by the fact that you used it twice, you are not
undertaking to tell us here today that the general health in the United
States is worse than it is in Germany, England, or France, are you?
Please answer that question "Yes" or "No" and you may explain it.
Dr. McCoY. It is highly impossible to answer that question "Yes"
or "No."
Senator DONNELL. You can tell us whether or not you are telling

us here today by that language that the health of the United States
is generally worse than it is in those other nations.

Dr. McCoY. Senator-Senator DONNELL. I am asking you whether or not you are telling
us that the average health of the United States is worse than it is in

England, France, or Germany.
Dr. McCoy. The
Senator DONNELL. Please answer that question.
Dr. McCoY. No; I am not saying that.
Senator DONNELL. Very well.

ahead.
Dr: McCoY. No, Senator.

If you want to explain, go right

Senator DONNELL. Yes, sir.
Dr. McCoY. The health and the condition of the people varies in

different localities, whether it is in England or Germany or the
United States.
Senator DONNELL. Yes certainly.
Dr. McCoY. And I feei that I aptly used the State of Missouri in

describing to you that this State, while it ranks 9 or 10 in natural
resources in the United States, ranks thirtieth in the distribution of
medical care and in educational programs, and there are areas in
Missouri that have some of the finest hospitals in the United States,
and that is the city of St. Louis.
Senator DONNELL. The city of St. Louis; yes.
Dr. McCoY. There are areas in Missouri where the death rate is
above lots of areas in England.
Senator DONNEL. Yes.

Dr. McCoY. You cannot take the over-all picture. If you desire
it one way, it is only fair to do it another way.
Senator DONNELL. The over-all figures are stated, as I see it, in

these tables, which I have introduced.
If you would like to see those tables, DoctorDr. McCoY. I have seen the tables, Senator.
The CHAIRMAN. I would like to know if it would be possible to get

statements from those countries showing the comparable conditions
with reference to the expenditure of national funds in the protection
of general health, because it seems to me that the United States is the
richest nation in the world, and we spend more Federal money in this
country to protect the health and lives of the people of this country,
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and it is certainly astounding to me that in the face of all the money
spent in this country, and the fact that we are the richest nation in
the world, that we still have these very serious conditions in the
country due to the lack of medical care and the lack of protection of
mothers and children.
It seems to me we ought to have something on that subject from
those other countries. I do not think there is any country in the world
that spends the money that the United States spends, which, of course,
makes it possible for us to have good health conditions, even without
a doctor.
If there were not a doctor in the country at all in the United States,
we would have a better state of health in this country than you would
have in some of those other countries where they do not spend anything.
Senator DONNEL. Generally speaking, Doctor, you would consider

the services rendered by the physician of this country to be reasonably
good, would you not ?
Dr. McCoY. Very high class.
Senator DONNEL. Very high

Dr. McCoy. Very high class.
Senator DONNELL. Very high class.
The service rendered by the physicians in the united States of
America compares favorably with the services rendered by the physicians in any country of the world. That is correct, is it not?
Dr. McCoy. They are the best in the world.
Senator DONNELL. Yes, sir.

Dr. McCoY. When I say that, I wish to say that they were the best in
the world before World War I.
Senator DONNELL. Yes. And they are today. That is correct, is it

not?
Dr. McCoy. Ajid the doctors who go to Europe to do postgraduate
work can get better postgraduate work right here in our own country.
Senator DONNELL. Yes, sir.

Doctor, generally speaking, the medical profession is well noted
for its integrity.and for the high ideals of its members.
That is true, is it not ?
Dr. McCoY. For individual doctors; that is absolutely true.
Senator DONNELL. Yes, sir.
Now, Doctor, the great majority of the members of your profession
do belong in this country to the American Medical Association, do
they not f

Dr. McCoy. I do not know what you mean by the "great majority,"
Senator.
Senator DONNELL. I will put it this way:
Over one hundred and twenty-five thousand-odd do? That is correct, is it not?
Dr. McCoy. Yes.

Senator DONNE . Now, do you know what the total number of practicing physicians in this country is?
Dr. McCoy. It is approximately 180,000 doctors that practice medicine. We have approximately 181,000 practicing physicians, and of
that number, approximately sixty to sixty-one thousand, or one-third,
are not members of their State society or the American Medical Association.
85907-46-pt 4----8
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Senator DONNELL. That leaves about two-thirds that 'aremembers of

the State association, local association or society, and the American
Medical Association. Is that right, Doctor ?
Dr. McCoy. That is correct, Senator.
Senator DONNELL. Doctor, I notice when you refer to the American
Medical Association, here, you at least raise a question, as I read your
testimony, to the integrity of what they are claiming.
I quote from your testimony. You say, on page 3 or 4, I believe it
is--no, page 6.
This is referring to the Blue Cross and other voluntary insurance
plans:
"It is being sympathetically espoused by the AMA."

That is the American Medical Association, you mean?
Dr. McCoY. Certainly; yes.
Senator DONNELL (continuing):
Has the organization really changed its policy, or is this a smoke screen to
divert the people of our country from the real and proper solution of the issue?

You think that the American Medical Association is coming out
here and using a smoke screen to divert the people of the country from
the real and proper solution of an issue ? Do you think that ?
Dr. McCoY. Senator, I think that I raised in that statement a
mighty important question. Frankly, I do not know what is the answer to the hundreds of thousands of dollars they are spending in the
vitriolic advertising they are sending out among the people of our
country.
What is the explanation?
I have not seen it in print.
Senator DONNELL. Doctor, we have had that gone into so much
in the testimony, perhaps we need not take any more time at this
point to develop it.
I know you said that you have not looked into the question as to
whether or not it is possible under the Constitution of the United
States for the Federal Government to set up a group of medical laws
or law of governing the practice of medicine.
You have not looked into the legality or constitutionality of that?
Dr. McCoY. No, sir.
Senator DONNELL. But you are giving that as your suggestion, because you feel it would be advisable that the Federal Government do
that thing?
Dr. McCo. Yes, sir.
Senator DONNELL. That is your view. You recognize that the
States have some right, and you suggest:
In order not to infringe upon State rights, the laws would be enforced by the
individual States.

Your thought is, as I understand it, the formulation of Federal
laws but enforceable in the States by the State officials. That is your
view, is it ?
Dr. McCoY. Yes, sir.
Senator DONNELL. But you have not looked into the legality of
that or the constitutionality of it. I am right, am I not?
Dr. McCoY. You are right, Senator. lam a doctor.
Senator DONNELL. I understand.
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Doctor, you say also that a significant fact is that "most medical
research in the past has come from salaried workers, many of whom
are working in their laboratories," et cetera.
Do you have any authoritative basis for that statement: "most medical research in the past has come from salaried workers"?
Dr. McCoY. I am sorry, Senator. I have not any authority, but I
have read it in many authoritative periodicals a great many times.
Laboratory men in my university, the university I attended, were
some very fine research workers, it has been developed by men who
are there on an annual wage.
Senator DONNELL. Yes. Now, you also say in your testimony that:
Small Federal boards, meeting once or twice a year, should be set up where
the physician could appeal the findings of the State board.

You follow that by this statement:
This would eliminate favoritism and political influence and would definitely
improve the quality of our various specialties in medicine.

Doctor, do you consider that a plan of compulsory health insurance
accompanied necessarily by a great number, I would think it is fair
to say, of employees all over the United States to carry it out, has
within it any possibility likewise of political influence and favoritism?
Dr. McCoy. Senator, I feel differently than a great many do about
our country.
I think that the function of government, in spite of the newspapers
and commentators, that the various functions of our Government are
quite efficiently run, and I have a lot of confidence in our Congress of
the United States.
I know, of course, and I have had a little political experience, I know
that bureaucracy favoritism creeps in some Government activities,
but I know it creeps into nongovernmental activities, and is much
more difficult to control in nongovernmental activities than it is in
the activities of the Federal Government.
Senator DONNELL. There might be some room for debate on that
question, Doctor, but I take it it is a matter of opinion and we will not
settle it here.
The CHAIRMAN. Doctor, we hear a great deal in the papers .about
the bureaucracy in the OPA and the damage it has done to the country.
On the other hand, the Administrator of OPA claims that through
pressure, Congress has been denying the OPA sufficient funds to
properly administer the law, and as the result of that failure, of
course, great difficulties have developed.
They have black markets, and violation of price controls, and all
such things as that, but it is due not to the bureaucracy of the OPA
but to the failure of having sufficient funds with which to enforce the
law, and we have that in many respects in this country. Like, for
instance, the monopoly laws. Monopoly is continuing to expand in
the United States partly because Congress denies the Department
of Justice sufficient funds to enforce the monopoly laws.
So that we have those things in our country, and we will probably.
have them in everything we undertake.
Unless the administration of the law is supported by proper funds;
it is difficult to get it.
Senator DONNELL. Doctor, just one other matter I would like to ask
you about very briefly, and that is this:
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You state in your testimonyThe Blue Cross in Michigan is popular.

Are you referring there to what Dr. Novy testified to here this
morning as the Michigan Medical Service?
Dr. McCoY. No. I am referring to the field of the people in the
State of the doctors and the hospitals. There is no question but what
the Blue Cross plan has enhanced medical income in the State, and I
am perfectly free and perfectly willing to make a point of that.
It has enhanced medical income.
Why ? Because people who have insurance are more inclined to come
to a physician when they have or when they think they are developing
some physical ailment.
My point in bringing that out was to stress the fact that our people,
more than any other people in the world, are sold on insurance-no
matter what type of insurance it is. Even life insurance.
Senator DONNELL. I do not think I made my question clear, Doctor.
It was my own fault.
What I meant to ask you, when you mentioned in your testimony:
"The Blue Cross in Michigan is popular," do you include with your
term "Blue Cross" the Michigan Hospital Service and the Michigan
Medical Service?
Dr. McCoY. Yes. I think they have a fine thing as far as they have
gone, but their scope is limited.
Senator DONNELL. I understand your point, but you were including
those two services?
Dr. McCoY. Yes, sir.
Senator DONNELL. In the general characteristic in the Blue Cross
when you stated "the Blue Cross in Michigan is popular"?
Dr. McCoY. And other services.
Senator DONNELL. And other services. And I take it, then, we will
agree, generally speaking, that the table that Dr. Novy introduced,
which shows the Blue Cross hospital plan, Michigan Hospital Service,
had, in 1945, 1,272,024 persons enrolled, and under the Michigan Medical Service they had, in 1945, 858,235 persons enrolled-that, regardless
of the actual pmpoint figures, that is substantially correct, in Michigan, according to your general impression
Dr. McCoY. I can give you a correct statement from the Insurance
Commissioner of the State of Michigan.
Senator DONNELL. Unless there is a controversy, I will not take
the time.
Dr. McCoY. There is no controversy as far as I am concerned.
Senator DONNELL. You are not questioning those figures?
Dr. McCoY. There should be no reason for putting them in wrong.
The CHAIRMAN. It is approaching 1 o'clock, and I have been heretofore admonished several times by members of the committee that I am
violating the health laws by holding these hearings so long.
If you will conclude soon, I will wait. If not, I will take a recess.
Senator DONNELL. I have just one question. That is this: You state
that:
In spite of a recent article in Collier's magazine, it is being frowned upon by

the American Legion.

Has the American Legion passed any resolution or taken any official
action adverse to the Blue Cross?
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Dr. McCoY. The American Legion has not. I do not want any
misunderstanding on that score.
The story in Collier's was the story of how the Blue Cross was sold
to the Veterans' Administration, not to the American Legion.
Right after that program had gone through, the rehabilitation
committee of the American Legion met here in Washington, and I am,
I should say, an ex officio member of the rehabilitation committee.
In other words, my committee advises the rehabilitation committee-and once the plan was read on the floor of the committee, which
numbered, I should say, about 500 people from all over the United
States, every State of the Union-the committee was bitterly opposed
to this system in Michigan.
You see, we have the same system-I should not use the word "we."
The Veterans' Administration has the same system in three or four
other States besides Michigan.
Now, the rehabilitation committee does not want participating
factors. They do not want that type of program at all.
They made a tremendous uproar over the thing. They want our
veterans cared for by doctors in the employ and under the control of
the Veterans' Administration.
Senator DONNELL. Doctor, in concluding my questioning of you, I

just want to make clear that you say:
The Blue Cross in Michigan is popular, but its scope is so limited that it can
contribute little to the entire extension of medical care required by the people
of the State. It is already running into difficulty with some hospitals, with
the UAW-CIO, and in spite of a recent article in Collier's magazine, it is being
frowned upon by the American Legion.

The point I am making is that the American Legion has not condemned in any way the Blue Cross in Michigan, has it?
Dr. McCoY. The rehabilitation committee, probably not officially,
but the rehabilitation committee of the American Legion with the
advice of the American advisory committee, fixes and decides practically all the programs, especially health programs, of the American
Legion, and they do not favor this program.
Senator DONNELL. In Michigan
Dr. McCoy. It has been adopted in Michigan and three other
States.
Senate DONNELL. Doctor, have they passed any resolution or any

official action taken by the American Legion against the Blue Cross
in Michigan
There has been none
I am correct in that, am I
not?
Dr. McCoY. I do not know. They got so noisy and were so angry
about the thing, I could not say there was a specific resolution being
passed. *
Senator DONNELL. You do not know whether any was passed?
Dr. McCoY. I am not sure on that.
The CHAIRMAN. Could you inquire into that and advise us?

Dr. McCoy. Yes, I would be glad to.
The CHAIRMAN. We will take a recess until 2: 30.
(Whereupon, at 1 p. m., the committee recessed until 2: 30 p. m., this

same day.)
AFTERNOON SESSION

(The hearing reconvened at 2:30 p. m.)
The CHAIRMAN. The committee will come to order.

Mr. George Addes is the next witness.
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STATEMENT OF GEORGE F. ADDES, SECRETARY-TREASURER,
UNITED AUTOMOBILE WORKERS
The CHAIRMAN. Will you state your full name and the organization

that your represent ?
Mr. ADDES. George F. Addes, secretary-treasurer of the UAW-CIO.
The CHAIRMAN. You may proceed with your statement.
Mr. ADDES. On behalf of the organization which I represent, the
UAW-CIO, I desire to thank this committee for the opportunity given
to us to express the views of our membership on the national health bill.
I do not intend to take the time of the committee to review the general objectives and provisions of the bill. This has already been done
by the statement submitted to this committee on behalf of Mr. Philip
Murray, president of the CIO, whose support of the bill reflects our
own views.
UAW SUPPORT OF S. 1606

I should like to point out, however, that the membership of the
UAW-CIO has given unanimous support to the Wagner-MurrayDingell bill, both in its original and present forms, by action taken
through their elected delegates at the last two national conventions.
It may also be of interest to the committee to know that in our union,
which is generally considered to be one of the most democratic in the
world, and where there is the fullest opportunity for the expression
of every point of view, not a single objection has been voiced to the
position consistently and publicly taken by the union in support of this
bill.
Fundamentally the reason the auto, aircraft, and agricultural implement workers of America want a national health bill is because their
own experience has led them to the realization that an unfair and unnecessary financial barrier has been erected between their families and
the proper medical and hospital care which they feel should be available to them.
I will discuss later the reason why we do not believe that voluntary
plans offer a solution. But here I would like to point out that until
this financial barrier is removed, a tremendous and unnecessary cost in
suffering and human lives is being paid every day by the American
people. Let me illustrate from our own experience.
The UAW-CIO established a health institute in the city of Detroit
in January 1943 for the purpose of diagnosing industrial diseases
among our members and assisting in the elimination of the causes of
these diseases in the factories and workshops of Detroit and vicinity.
The institute is under the direction of a licensed practitioner of
medicine and under the guidance of a medical advisory committee
consisting of physicians of national standing. During the past 3
years over 12.000 workers have been sent to the health institute by the
participating local unions.
From the very beginning, the institute staff became aware that a
large proportion of the workers who came for diagnosis of their ailments had failed to obtain medical and hospital treatment which they
obviously had needed for a long period of time. Upon inquiry it was
found that the principal reason for this failure to obtain necessary
medical and hospital care was the inability of these workers to undertake the expense which they feared would be involved. The following
cases are typical:
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Case No. 1. Patient had been to several doctors with severe stomach
pain. Each doctor gave him pills, but no diagnosis was made since
patient did not have enough money for X-rays. The health institute
diagnosis was cancer of the stomach. Life expectancy, 4 to 6 months.
Case No. 2. Patient had a severe heart condition and was unable
to work because of severe myocardial damage. Since he had no money
he was not under a doctor's care and when he came here he had had
no medical attention for over a year.
Case No. 3. Patient had a diagnosis of gastric ulcer made 4 years
ago and had had periodic treatinent, but for the past 8 months has
been unable to afford to see his doctor. His wife has a goiter and also
had been under care, but she has not been to the doctor for 8 months
either, although both need medical attention.
Case No. 4. A physician told his patient he could not be hospitalized
until he paid $50 for past services. The physician knew the family
had no money and had applied for hospitalization for the patient
through the county. The physician, who verified this, stated that
patient should be hospitalized at once. The family had already paid
$55 in medical bills and had exhausted its resources. The physician
said that he wanted the $50 as the patient would require many services
after being hospitalized by the county.
I believe these cases are typical of the experience of other agencies
and are supported by the findings of investigations in this field.
It has been argued that voluntary insurance plans provide the answer
to this problem. The Blue Cross plans have,been frequently referred
to in this connection. Our experience does not confirm this claim.
WEAKNESSES OF THE BLUE CROSS

In Michigan the Michigan Medical Service and the Michigan
Hospital Service have been established to provide an insurance plan
to take care of the health needs of the people. For 5 years the UAWCIO has supported these services. Today our members constitute
approximately 50 percent of their subscribers. I believe it to be a fair
statement to say that it has largely been due to the support of our union
in Michigan that these plans have achieved their present enrollment.
However, our decision to support these plans was not made because
we believed they provided any real solution for the health problems of
our members. Five years' experience with these plans has not changed
our opinion. On the contrary, it has reinforced it.
The hospital-service plan has been the more successful of the two
Blue Cross plans. This success was due to the fact that in most cases
total hospital costs have been paid by the service and only in a limited
number of cases has the worker been required to pay an additional
amount. However, even with respect to the hospital service, there are
two principal weaknesses.
1. Approximately one out of every five persons in Michigan is covered by the plan. A large proportion of the persons not covered are
those who are most in need of the protection.
2. The cost is high-this may account for the fact that a majority
of the people have not subscribed to the plan. At present it costs a
worker $24 per year for his family for hospitalization. However, the
cost is now being increased 40 percent to $34.20 for the same protection.
The heart of any real health-insurance program is the medical pro-
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tection it provides. Hospitalization is frequently only the end result
of lack of early and proper medical care. The Michigan Medical
Service has proved completely inadequate to provide for the medical
needs of our members. While we have supported the plan because we
have felt that it is the best available plan, it has demonstrated to us
that voluntary plans are definitely not the answer to the health needs
of the American people. The plan has a number of fundamental
weaknesses:
(1) It provides for no medical care; only for surgical care and then
only under hospital conditions. Surgical care at home or in the doctor's office, no matter how desirable or necessary, is not covered.
(2) It provides only limited protection even for the restricted surgical services. The plan pays the doctor on the basis of an established
fee schedule. If the subscriber's own doctor is not a participating
member of the plan, he is not bound to accept the fee schedule of the
Michigan Medical Service and he may charge any fee which he feels
is reasonable and apply the amount received from the service on
his bill.
Where the subscriber's doctor does participate in the plan, he may
nevertheless charge the subscriber more than the schedule rate if the
income of the subscriber and his family is more than $2,500 per year.
This income limitation provision has completely destroyed the
original objective of the plan. For the past 4 years most of our members have averaged more than $2,500 income per year. They have
discovered that in a very large proportion of the cases they are
billed over and above the amount which the doctor receives from the
Michigan Medical Service. So the worker finds that his premium
has only partly paid for the limited surgical service which the plan
provides.
As an illustration of this development, in 1941 the average cost to
a Detroit worker for an appendectomy was $75. The Michigan
Medical Service provided a $75 fee which usually took care of the
doctor's entire bill. By 1946 the average cost to the Detroit worker
for an appendectomy had risen to $150. The worker today finds that
after paying his premium to the Michigan Medical Service he still
has a $75 bill to pay the doctor.
(3) No real effort has been made to safeguard the interest of the
subscriber so far as it concerns the amount of the fee charged by the
doctor. The plan is controlled by the doctors and I suppose it is only
natural that there has been little inclination on their part to remedy
the complaints of subscribers.
The grave limitations of the Blue Cross plans are best illustrated
by showing the extent to which people have turned to private insurance companies in a hopeful but futile effort to obtain health protection for their families.
I have had prepared, and am submitting to this committee, a table
showing premiums received and the benefits paid by the four leading
private health and hospital insurance companies which have sold
policies in Michigan during 1941-44, the last 4 years for which such
figures have been published by the Michigan Department of Insurance.
I have included similar figures for the Blue Cross plans.
I might add that the Michigan reports do not show a breakdown
of how much is for health, and how much is for accident.
(The chart is as follows:)
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Table of premiums collected and benefits paid by leading sick and hospital benefit
insurance companies doing business in Michigan, 1941-44. Based on 1942-45
annual reports issued by Michigan Insurance Department.
1941

Premiums
received

Assessment

Benefits
paid
I

I

1942

I

I

Percent
benefits
paid to
premiums received

Percent
benefits
paid to
premiums received

Benefits
paid

Premiums
received
I

I

or cooperative

companies:
Associated Mutual Hospital Service of Michi$55, 914.86
$113, 511.97
gan, Detroit-....--.....
Michigan Hospital Bene480,083.12
696,498.56
fit Association, Detroit..
Mutual Benefit Health
and Accident Association, Omaha............ 22, 254,221.49 10, 144,251.68
Northern Mutual Casu_.----alty, Chicago.
(1)
(1)
1.;-Nonprofit associations:
Michigan Hospital Service, Detroit ...----..--------........
2,795,242.30 2,061,335.27
Michigan Medical Serv789,254.88
--.-971,604.06
ice, Detroit..-.

$138,006.21

$63, 922. 05

896,168.48

556, 785. 19

27,007,698. 55 11,158,736.62
I

566,835.00
I

Benefits
paid

2,600, 281. 58 2,208,623.42
1942
Percent
benefits
paid to
premiums received

Assessment or cooperative
companies:
Associated Mutual Hospital Service of Michi$72,749.24
$162, 367. 11
gan, Detroit--.--..--Michigan Hospital Bene565,929.86
fit Association Detroit.. 1, 093, 543. 77
Mutual Benefit Health
and Accident Associa33, 395,350. 11 13, 191, 150. 51
tion, Omaha.-------.
Northern Mutual Casu142 593.00
- 788, 122.00
alty, Chicago--...---Nonprofit associations:
Michigan Hospital Serv6,399,890.38 4,863,958. 18
ice, Detroit -.._----Michigan Medical Serv- 3, 483, 464. 41 2,876,547.90
ice, Detroit---..----

Benefits
paid

$203,045.16

$90,012.94

44

52 1,533, 551.00

821, 784. 10

53

39 41, 743, 810. 56 17, 771, 793. 68

43

45

215,813.00

24

76 7, 739, 198. 36 6,085,796.84

79

83 4, 624, 417. 88 3, 437, 265. 50

74

18

905,407. 00

Total, 1941-44

Total 1941-44

prenmums re-

benets paid

Assessment or cooperative companies:
Associated Mutual Hospital Service of Michigan, Detroit..
$616,930.44
Michigan Hospital Benefit Association, Detroit..-----4,219,761.81
Mutual Benefit Health and Accident Association, Omaha.
124,401,080.71
Northern Mutual Casualty, Chicago ----.....--------2, 260,364.00
Total---.....---.-.......--.--....--.........--........
Nonprofit associations:
Michigan Hospital Service, Detroit....------....-.------.
Michigan Medical Service, Detroit.-----------------

1 No report.

-----------------.----..----.------------.

Percent
benefits
paid to
premiurns received

Premiums
received

Percent
benefits
paid to
re

urs received
1941-44

ceived

Total --

I

1=

4,881,539.73 4,100,374.84

1941

Premiums
received

65,044.00

$282,599.09
2,424,582.17
62,265,032.49
423,450.00

46
57
42
19

131, 498,136.96

65, 396,563.75

42

21,815,870.77
11,679, 767.93

17, 111,465.13
9,311,691.70

78
80

33,495,638.70

26,423,166.83

79
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GROWTH OF PRIVATE INSURANCE IN MICHIGAN

Mr. ADDES. I believe that an analysis of these figures justifies the
following observations:
1. Although the Blue Cross plans have increased their business from
over $3,000,000 in 1941 to over $12,000,000 in 1944, or an increase of
approximately $9,000,000, the private insurance companies have during the same 4-year period increased their business from over
$23,000,000 to over $42,000,000, or an increase of $19,000,000. Thus
it would appear that the increasing concern of people for an insurance plan which might give them real health protection has resulted
in private insurance companies obtaining twice as much of the new
insurance business in Michigan as the Blue Cross plans.
2. The private companies pay back to the subscriber an amount
which varies from 19 cents to 57 cents for each premium dollar paid
in. The average amount which the subscriber recovers from these
companies is only 43 cents on his premium dollar. Most of the differ-

ence, totaling approximately $75,000,000 in 4 years, obviously represents excessive operating costs, high salaries, high-pressure promotions, and huge profits.
3. One private insurance company alone did a business of over
$124,000,000 during this 4-year period, almost four times greater than
the combined Blue Cross plans. In its extensive advertising and promotional campaigns this company promises the subscriber complete
hospital, medical, and surgical care. It plays upon the deep desire
of people for the complete protection which the Blue Cross plans do
not offer. And by holding but this alluring promise to the subscriber
and his family this one company collected in Michigan alone over
$124,000,000 in this 4-year period and paid out in benefits only
$52,000,000.
The table demonstrates that one of the most important results from
the increased public interest in medical and hospital insurance plans
during the past few years, since the Wagner-Murray-Dingell bill was
first introduced in Congress, has been the tremendous increase in the
business of private insurance companies, who have thereby reaped
phenomenal profits. One can hardly blame them for opposing the
enactment of the Wagner-Murray-Dingell bill since such a development would simply put them out of the health and hospitalization
business at their present rates.
It is no coincidence, we believe, that the largest of these private
health-insurance companies in Michigan has a regular program on a
Michigan broadcasting station. They call it Freedom of Opportunity.
You may be sure that they are opposed to what the propagandists call
the socialism of the Wagner-Murray-Dingell bill. What they mean
is that they want the freedoni which will continue to provide them with
the opportunity of amassing huge profits out of the mental and physical suffering and the unsatisfied health needs of the people.
In this connection I would like to suggest that this committee, or
some other committee of Congress, investigate the extent to which these
health-insurance companies have financed the tremendous Nation-wide
propaganda campaign against the Wagner-Murray-Dingell bill.
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FREE CHOICE OF DOCTOR

This propaganda, among other things, has sought to make it appear
that the Wagner-Murray-Dingell bill would destroy the relationship
between patient and doctor and prevent free choice of doctor on the
part of the patient. We in the labor unions are not professional
people. Most of us do not have the educational background of doctors. But we have studied this bill carefully and are convinced that
this propaganda is completely without foundation in fact.
While it is true that under certain circumstances a doctor would not
be permitted to collect fees from the insurance fund for an excessive
number of patients on his list, we do not believe that this necessary
administrative limitation destroys freedom of choice of physician.
Frankly, we question the sincerity of the medical associations in
raising the issue of "free choice of doctor" as one of their principal
reasons for opposing the Wagner-Murray-Dingell bill. Workers have
good reason to question the sincerity of the medical associations on this
issue. For years they have been denied free choice of doctor under the
workman's compensation laws of many States. For example, under
the Michigan workman's compensation law, a worker who is injured
in his employment must, willy-nilly, go to the company doctor for treatment. Our union has sought for years, but unsuccessfully, to have
the law amended to permit the worker free choice of doctor. Where
was the Wayne County and the Michigan Medical Associations in this
fight ? They never lifted a finger to aid the unions in their effort to
obtain free choice of doctor for the worker.
Apparently the medical associations are not concerned about the
deprivation of "free choice of doctor" if it is the worker who is deprived
of this free choice. They apparently are not alarmed so long as it is
the employer who is given the right to choose the doctor for the worker.
Is there any wonder that the workers should question the sincerity
of the medical associations when they now cry out that the passage
of the Wagner-Murray-Dingell bill will undermine the American
system of medicine by destroying "free choice of doctor." As the
workers see it, the Wagner-Murray-Dingell bill for the first time would
give them the economic freedom to choose a doctor when they need one.
That is the free choice that really matters.
8. 2143

If I may, I would like to comment briefly on the Taft bill which
-has been introduced as a substitute for the Wagner-Murray-Dingell
bill, and which, I understand, has been referred to this committee.
Insofar as the Taft bill professes to provide medical services for
the American people, it no more constitutes a national health program
than did the pre-New Deal poorhouse system constitute a socialsecurity program.
The Taft bill ditches completely the typically American insurance
principle under which a person could obtain benefits as a matter of
right because he had made his proportional contribution. It substitutes the despised and degrading "means" test under which a person
must prove that he cannot afford to pay for medical services before
he or his family can get medical attention.
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The propagandists talk glibly of the Wagner-Murray-Dingell bill
as undermining American institutions. I can conceive of no more
effective means of undermining the morale-the independence of the
American people than by imposing this "means" test upon their right
to obtain medical care.
It is hard enough to be poor without being required to prove it if
your kids get sick.
The American Medical Association and certain other organized
groups have asserted that the Wagner-Murray-Dingell bill, which
would provide medical services through an insurance fund to which
everyone would contribute, is "communistic." So we are presented
with the Taft bill as a substitute. Presumably these same interests
support the Taft bill in the belief that it is free from such contamination, and that it represents the highest manifestation of American
principles. Are we to believe, then, that the American way of life
requires our Government to stigmatize an American as a pauper before
it can provide him and his family with necessary health protection?
We do not believe there is any alternative to a national healthinsurance plan, if health protection is to be made available to every
American, rich or poor alike. But those who still seek such an alternative should find food for thought in the current effort by the miners
to obtain a health fund by direct negotiation, with their employers.
Everyone professes concern with the miner's health and agrees that
something should be done. Yet the same interests who cry "communism" when a national health-insurance plan is proposed cry "private taxation" when an effort is made to obtain an industry fund
through the good old "free enterprise" method of collective bargaining.
It is "communism" if the Government provides a universal-health
plan. It is "private taxation" if the burden is cast upon the industry
through collective bargaining. So in either case the answer to the
workers is "No."
Yes, you can hardly blame the workers for feeling that "communism" and "free enterprise" are pure propaganda phrases designed

to becloud the issue and block the road to a solution to the people's
health needs.
We do not believe that either private funds set up in each industry,
or voluntary plans established on a State basis can solve the problem
of the people's health. The cheapest, and the only effective solution
within the framework of our economic system, is in the establishment
of a national insurance plan.
I should like to add that there are a number of our local unions,
and I might say large local unions, representing a good number of
members, who have in the last 30 days, at least it has been called to my
attention in the last 30 days, adopted resolutions urging the international executive board, the international union, to withdraw its
support from the Michigan Hospital Medical Services, or the Blue
Cross plans, because the services, as they have indicated in these
resolutions, is not the type, the complete service, that the worker feels
he is entitled to during this particular period or any other period.
We, the international union, for lack of a better plan under the conditions, have for the time being discouraged these people from withdrawing from the Blue Cross service because presently there has been
no substitute that would take care of these people.
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We recognize the importance of these workers getting some medical
attention, to say the least, if they are unable to get the kind of medical
attention, medical plans, that are provided for in this Senate bill 1606.

Senator DONNELL. Mr. Addes, you are the secretary-treasurer of the

UAW-CIO; is that right
Mr. ADDES. That is correct.
Senator DONNELL. And how long have you occupied that office ?
Mr. ADDES. I have occupied that office since 1936.

Senator DONNELL. What was your business or work before that

time ?

Mr. ADDES. I was a financial officer of one of our local unions.

Before I was elected to a full-time job, I was working in the Willis
Overland plant as a production worker.
Senator DONNELL. Now, Mr. Addes, you referred early in your

testimony to a statement submitted to this committee by Mr. Philip
Murray. Did you read that statement?
Mr. ADDES. I did.

Senator DONNELL. You know who presented that here to this com-

mittee, do you ?
Mr. ADDES. Yes; I believe it was Mr. Cary and Mr. Lamb.
Senator DONNELL. This statement that you have presented this
afternoon, by whom was it prepared ?
Mr. ADDES. This was prepared by myself.
Senator DONNELL. Did you have any assistance in the preparation

of it?
Mr. ADDES. Only insofar as gathering the material from our various

departments.
Senator DONNELL. Mr. Addes, have you read S. 1606
Mr. ADDES. Yes; I have.

Senator DONNELL. And have you read the so-called Taft bill,
S. 2143
Mr. ADDES. Yes, sir.
Senator DONNELL. You have read them both?
Mr. ADDES. Yes, sir.
Senator DONNELL. Have you studied the effect of that provision of

S. 1606 which appears at page 28 which relates to the approval of
the State plans in the case of grants to States for medical care of
needy persons? I refer particularly to line 4 and following.
Mr. ADDES. That is section 8
Senator DONNELL. Yes, sir; that is section 132, subdivision 8. You
are familiar with the contents of that subdivision 8?
Mr. ADDES. Yes, sir. .
Senator DONNELL. Now, that requires a means test, does it not?
Mr. ADDES. I would say to a degree it may require a means test,

but not the form of a means test that is contemplated under the Taft
bill S. 2143. I think there is a distinction.
Senator DONNELL. Now, where is the provision in S. 2143 to which

you refer
The CHAIRMAN. I do not know whether you are aware of the fact

or not, but amendments are now being prepared to provide that where
a person is unable to come in under the plan by making his contribution that the State will make the contribution for him so that they
would all come in under the plan.
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Senator DONNELL. I did not know of that.
The CHAIRMAN. There is an amendment in process of preparation.

This has reference to where people are unable to work through some
physical disability, and therefore are without means to make contributions, and the purpose of that is to take care of that class of
people who are unable to work, and unable to become members of the
plan.
Senator DONNELL. I am wondering if what you have reference to

is the provision on page 25, perhaps that is what you have in mind,
and there may be others, too.
Mr. ADDES. I think that there is one on page 14, also.
Senator DONNELL. I observed one which I thought was the one

that you referred to.
Mr. ADDES. Yes, sir.

Senator DONNELL. It reads, I will have to give just a little of the

preceding part, it refers to the State plan that is to be submitted by
a State desiring to take advantage of the title which relates to dental
health services in this particular case, and it says, among other things,
that such plan must set forth a State-wide program designed and
calculated within 5 years to provide for the annual inspection of teeth
and so on, and of the teeth of those people in the elementary and
secondary schools of the State and whose family and guardian have
insufficient income to pay for the whole cost of such services, as certified to the State agency by the principal or other head of the school
to which the child is in attendance.
Mr. ADDES. There is repetition in the bill, and it may be in the other
part also.

Senator DONNELL. I would not undertake to contradict you on that,

but I observe that'thatis one portion which I thought that you might
have in mind.

Now, the portion that I referred to, of S. 1606, is

under the heading of "Grants to States for medical care of needy
people." In the first place, you observe do you not, Mr. Addes, that
right in line 6, on page 26, it states after the preceding part, line 4-for the purpose of enabling each State to provide medical care as far as practicable under the conditions in such State for needy persons, there is hereby
authorized to be appropriated-

and so on.

I wonder if you concur with me in the view that that language,
"for needy persons," it is implicit that some proof must be made of

the fact that the individual to get benefit, is needy.
Mr. ADDES. I see this distinction between the two bills, if my mem-

ory serves me right, going through the Taft bill most recently.
Senator DONNELL. Mr. Addes, I do not want to interrupt you un-

necessarily, but I just wanted first, do you concur with my view that
the use of the term "needy," in the expression "for needy persons,"

appearing in line 6, of page 26, of S. 1606, implies the fact that those
funds aggregating $10,000,000 for the first year, are to be used for
persons whose needs shall be established. Do you concur with that
view
Mr. ADDES. I would concur with that view.
Senator DONNELL. I do not want to stop you from going ahead with

your distinction.
Mr. ADDES. I thjnk there is a real distinction between the two plans.

One is, as I understand it, in my analysis of it, that S. 2143 will pro-
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vide allotments or a sum to take care of people that are not completely
classified in the needy category, people that might be able to pay a
portion of their medical needs, and if they indicate that they are
unable to pay the complete amount, this bill will provide appropriations to the State to be established by States through the respective
agencies, to pay the difference.
I think that there is that form of difference between the two, and
as I would understand this, it takes care of perhaps indigents, or
individuals that perhaps are completely unemployed, irrespective of
the fact whether or not they have any money whatsoever.
Senator DONNELL. That is a question of the construction of the
two bills. S. 2143 in section 801, I observe, says thatin order to assist the States to provide dental inspection for school children and
necessary dental care for school children and other individuals and families,
unable to pay the whole cost of such care, in accordance with the provisions
of this title, there is hereby authorized to be appropriated-

and so on.

Whether that includes those that have no financial ability

to pay or those only who have partial financial ability, there may be
some question.
Mr. ADDES. I would say, perhaps, it would include both, by the
very fact that it included people who cannot pay the complete bill,
and I think that there is that distinction between the two.
Senator, DONNELL. I am glad to get your idea on that. I am not
sure that I am able to concur with that distinction, because I think
that part (c), section 131, of S. 1606, particularly subdivision 8Mr. ADDES. What page is that ?
Senator DONNELL. On page 28, it requires that the State plan for

medical care must provide that the State agency shall, in determining
need for medical care, take into consideration (a) the requirements of
individuals claiming medical care under the plan and (b) any income
and resources of an individual claiming medical care under the plan,
which must be taken into consideration with regard to an individual
claiming assistance under a State plan approved under the Social Security Act as amended.
At any rate, regardless of whether one of these bills refers to taking
care of a person who is just partially able, or whether each of the bills
undertakes to take care of persons who are wholly unable, it remains
true that at least to some extent S. 1606 does provide for needy persons, as stated on page 26, and does require that there shall be taken
into consideration in determining need for medical care, any income
and resources of the individual claiming the care. That is true, is it

not?

Mr. ADDES. With that difference of construction.
Senator DONNELL. Now, Mr. Addes, in your testimony, you state, at

page 4, that for the past 4 years most of your members have averaged
more than $2,500 income per year. Now, do you feel that your mem-

bers therefore are in need of governmental assistance in paying their
hospital and medical services

Mr. ADDES. I think that there ought to be a plan provided so that

they might get this full medical attention, and medical care.
Senator DONNELL. You refer in the next paragraph' to an operation
there for which charge was made to a Detroit worker. What type of
operation was that
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Mr. ADDES. Appendectomy.
Senator DONNELL. That is removal of an appendix?
Mr. ADDES. That is correct.
Senator DONNELL. It provides here that the Michigan Medical Serv-

ice provided a $75 fee and the cost of such an operation had risen to
$150. Now, the worker therefore would have to pay the remainder of
that bill. That is one of your objections and weaknesses in the Michigan Medical Service, is that right?
Mr. ADDES. That is correct.

Senator DONNELL. I appreciate, Mr. Addes, that these services, of
course, insofar as their service is limited, naturally to that extent
would have what would appear to a person who had some other type
of complaint, a weakness.
The'Michigan Medical Service and the Michigan Hospital Services,
generally speaking, have received the approval of the people of Michigan. Do you concur in that view ?
Mr. ADDES. I would say this: I cannot speak for all of the people
in Michigan. I think a fair statement would be that, for example,
we have supported it for a lack of a better plan, a more suitable plan,
and a more adequate plan, and I think that the people in Michigan
which we represent, at least a cross-section of them, feel pretty much
the same way because there is no plan that will measure up to the
Blue Cross plan. The insurance company plans, to my mind, certainly would not measure up to it.
Senator DONNELL. Which one of these private health insurance

companies is it that has this regular program on the Michigan broadcasting station?
Mr. ADDES. It is the Mutual, I believe; it is the Mutual.

Senator DONNELL. Is it not Mutual Health and Accident Associa-

tion of Omaha ?

Mr. ADDES. Yes, sir.
Senator DONNELL. IS that the largest doing business in Michigan ?
Mr. ADDES. It is one of the largest.

Senator DONNELL. You make the point that there has been a great

increase in these private companies. These private companies provide an accident and health insurance provision that is not covered,
do they not, in the Michigan Health Service, and the Michigan Hospital Service?
Mr. ADDES. I did say that they did, but we were unable to obtain

a break-down to show just how much business was written in that respect, although from, I would say, reliable sources that the greatest
portion of their business is health and accident, as we understand it,

but there is no proof insofar as the records of the State are concerned.
They are not requested to break it down.
Senator DONNELL. Now, the health and accident, that type of in-

surance is not given by either the Michigan Health Service or the
Michigan Hospital Service?
Mr. ADDES. I would say it is not.
Senator DONNELL. Therefore, these private insurance companies

are giving services to that extent then, that are not given by these two
Michigan services ?
Mr. ADDES. But they are giving hospitalization and surgical as well,

and it is difficult, I repeat, to give you a break-down.
both services.

They are giving
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Senator DONNELL. Now, you question the sincerity of the medical

associations, I observe that you say, "Frankly, we question the sincerity of the medical associations in raising the issue of free choice of
doctor." Mr. Addes, have you not found, generally speaking, that the
physicians with whom you have come in contact have been sincere
men who have been trying to deal honorably with their fellow citizens ?

Mr. ADDES. I would say generally speaking that is true, but the

propaganda that they are carrying on against that phase of the bill
indicates to me that they are not so sincere insofar as really promoting
the health of this Nation, and they have used the cry that it is going
to limit the choice to an individual patient, and yet on the other hand,
they have not contributed one iota to the limitations in States on workmen's compensation, where an individual mustgo to a company doctor.

Senator DONNELL. Consequently, you question the sincerity of the

medical associations, and I take it that you include the American Medical Association.
Mr. ADDES. Absolutely.

Senator DONNEF. And the local county, the Wayne County, and
the Michigan Medical Association.
Mr. ADDES. I do question their sincerity. It would not be fair for

me to say that I question the sincerity of every physician and surgeon.
I cannot, because I have talked to a good many of them that feel a
little different about it, and are fearful of expressing their true,
honest-to-God opinions on this form of legislation.
Senator DONNELL. You have no doubt that these associations, in

expressing their views on health insurance, are expressing the views of
a great many physicians?
Mr. ADES. I -am not convinced that they are.
Senator DONNEL. You are not convinced of it I
Mr. ADDES. No, sir.

Seantor DONNELL. And you feel that those in authority in these

associations, therefore, are showing a lack of sincerity in their dealing
with the American public
Mr. ADDES. Very definitely.
Senator DONNELL. You also suggest that this committee or some

other committee investigate the extent to which health-insurance companies have financed this, what you call the tremendous Nation-wide
propaganda campaign against the bill. Do you have any knowledge
of contributions that have been made by insurance companies, Mr.
Addes?
MAr. ADDE. Yes, I do not know about contributions, direct contributions, but I illustrated one if I may get that card. I think the nature
of the propaganda that they have put out when they are trying to
promote their program is designed against the Wagner-Murray-Dingell
bill. They leave the impression in the minds of the average public that
they have the answer to the health problem of the Nation, and there
is no need for legislation in this respect.
I would like to just submit for the benefit of the committee, here is
a card that is distributed by the Mutual Benefit Health and Accident
Association, the largest exclusive, so they state, health and accident
company in the world, "for only a few cents a day we pay your doctor
bill up to $3,000 for home, office, hospital calls. Your surgeon up to
$150, your hospital up to $6 a day, board and room, plus 100 percent
of your expenses," and so forth.
85907-- -pt.

4-0

2030

NATIONAL HEALTH PROGRAM

They are promoting this even to the extent of using the air, trying to
capitalize upon the desires and the needs of the American people, and
the average individual that either receives this card or hears some of
their propaganda over the air, they are led to believe that even their
plans are far more superior than the Blue Cross plan.
While I cannot state definitely that they have contributed directly
finances to any particular organization that is doing the job on the
Wagner-Murray-Dingell bill, I nevertheless, can certainly reach the
conclusions that they themselves have been doing a devastating job on
the Wagner-Murray-Dingell bill.
Senator DONNELL. Mr. Addes, I may have overlooked in what you

read there, I do not retain any recollection of your reading any specific mention of the Wagner-Murray-Dingel bill in what you have
just read.
Mr. ADDES. I did not read anything about that.

I merely make

the statement that this leaves the people, the individuals, under the
impression that they have got the answer to all of the ails on the health
program, and it is designed to do a hatchet job, so to speak, on the
Wagner-Murray-Dingell bill.
Senator DONNELL. Well, this company has received in premiums,

from 1941 to 1944, $124,000,000 according to your table that you filed
here. I take it that you mean $124,000,000 from the State of Michigan.

Mr. ADDES. That is correct.
Senator DONNELL. I hold no brief for any company or any associa-

tion, but as I see it, what you have submitted there does not show any
propaganda, at least expressily so, against this bill. I did not hear
you read anything to that effect:
Mr. ADDES. The point that I am trying to make is simply this: That

there is a genuine desire on the part of the people for a health plan,
and they have resorted to a point where they would even accept the
insurance plans by private or other similar companies, which in our

judgment, are inadequate to say the least.
Senator DONNELL. Now, Mr. Addes, you refer to the profits of the
private insurance companies, and I know nothing about it, whether
they have made phenomenal profits or not. Do you have any proof
of such phenomenal profits as you refer to here in your statemnt?
You say the private insurance companies have thereby reaped
phenomenal profits. Have you that proof or not?
Mr. ADDES. I did not bring any additional proof with me, the very

fact that an insurance company, for example pays out on the average
of 19 percent of the dollar collected in benefits indicates in my judgment tremendous profits.
Senator DONNELL. I notice in that, your 19 percent figure, you have

selected the Northern Mutual Casualty of Chicago, which seems to
be one of the smallest companies listed.
Mr. ADDES. Well, I will tally the average, which is approximately

some 40 percent.
Senator DONNELL. That is 42 precent, and payment made back in
Michigan.
Mr. ADDES. That is correct, and these are premiums collected in

Michigan.
Senator DONNELL. I see, have you investigated any of the other

companies, and have you selected, in other words, those companies
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which have the largest percentage of what you consider net profits,
or have-you selected these as fair, run-of-the-mill companies
Mr. ADDE.

We understand that these are the largest doing business

in the State of Michigan, according to the reports of the Michigan
insurance commissioner.
Senator DONNELL. Of course, there are a number of other com-

panies. I have some figures here, and I do not know their authenticity, but the Metropolitan Life Insurance Co. does business in
Michigan.

Mr. ADDEB. Yes but I would say this, off hand, that I talked to
a good many people in the Metropolitah and John Hancock and others,

and their agents, and officials, and they have indicated that they are
stepping out of that health field, generally speaking, and evidently
they are leaving it to these companies that I make reference to, plus
additional companies. There is no doubt about it, additional companies can be found in Michigan, but these, I repeat, are the largest.
Senator DONNELL. Well, I do not know the actual figures in Michigan. I have a number of companies here listed, the Metropolitan,
the Aetna Life, the John Hancock, the Travelers, the Michigan Life
Insurance Co., and I do not think that you have that on your list,
either.
At any rate, your judgment is from the fact that they have not
returned over this period of years more to the policy holders in percentage than you have given, that indicates to your mind phenomenal
profits have been made.
Mr. ADDES. I would say so.
Senator DONNELL. Do you know whether or not these companies

are under the jurisdiction of the Insurance Department of the State
of Michigan
Mr. ADDES. No doubt, they are, with the limited restrictions.
Senator DONNELL. Do you know whether or not any complaints'
have been made to the insurance department of undue profits being
made by these companies?
Mr. ADDES. I am not too familiar, but I understand one is under

fire at the present moment, and I am not too familiar with that.

Senator DONNELL. You do not know of any ruling having been

made by the Michigan Insurance Department with respect to the
question as to whether there should be a rescission of rates in
Michigan?
Mr. ADDES. I do not know whether we have those regulations in the

State of Michigan.
Senator DONNEL. You do have an insurance department?:
Mr. ADDES. We do have.

Senator DONNEL. That is all, Mr. Chairman.
The CHAIRMAN. Did I understand you to say, Mt. Addes, that the

Michigan Service System is controlled by the doctors, or is it administered by a board made up of doctors and some members of the
public?
Mr. ADDES. I would say it is controlled by the doctors, because they

have the largest amount of representation. There is, as I understand
it, public representation, but it is nil compared to what the medical
profession has.
The CHAIRMAN. What effect did the recent strike in Michigan
have on these voluntary plans I
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Mr. ADDES. Well, a good number of people, or first let me say we

were able to work out even during the strike with some of the employers, to protect.the insurance plan for some of the workers, and
where we were unable to do that, the worker either went in and paid

it, and a great number of them paid no contribution, with the result
that their membership obviously was suspended. I would like to call
to the attention of the committee on that particular point, I think that
this is very interesting, after listening to the testimony that was presented by Dr. Novy here this morning, about the growth of the plans,
and I have the complete record since 1939, and the years.
If we look back to 1944, they reached a peak of 1,247,116 members
or subscribers, and since the year 1944 they have only increased by
20,000 subscribers.

The figure as of February 1946 is 1,261,735

subscribers, which indicates that they have not expaiided to a
great degree during that period, and there are a number of reasons in
my judgment why the expansion has not been made, and perhaps
among these reasons that they only take groups; an individual that
might be self-employed in a small concern, and they may not be interested in bringing those subscribers in.
Their growth has not been too great. After the UAW-CIO lent
its support, they reached a maximum in the State, with an increase
varying from time to time, up to something like 20,000, and as you
look over the record, you find that in January of 1945 they had a decrease there, 1,242,000 against 1,247,000, a 5,000 decrease, and again
in February 1945, they had another decrease, 1,238,730 against the
previous peak since their establishment of 1,000,247.
Rather than take the time of the committee on this, there have
been decreases and there have been some increases, of course but the
increase did not net any more than approximately 20,000 subscribers
since 1944, December, against the February 1946 figures. It seems
to me that they have met their maximum.
The CHAIRMAN. When they exhausted the large groups and the

large corporations that had large groups to go into the system, and
were confined to individuals or smaller groups, they were not able to
continue the expansion 9

Mr. ADDES. That is correct.
Senator DONNL. Well, Mr. Addes, according to the figures that

Dr. Novy gave us here this morning, the Michigan Hospital Service
has increased betweeii 1943 and 1945 -from 1,061,882 to 1,272,024.
Mr. ADDES. That is the Medical Service I am talking about.
Senator DONNELL. That is the Hospital Service, the Michigan
Hospital Service.
Mr. ADDES. Since what period

Senator DONNELL. The figure for 1943 is 1,061,882. The figure for

1945 is 1,207,024.' Do you question the correctness of those figures,
and if you do, I would like to have Dr. Novy state whether or not
there is any error there?
Mr. ADDES. I might say that I am\ quoting their own figures.
Senator DONNELL. I wonder if Dr. Novy could not step forward just
a moment and tell us if these are the correct figures. Doctor, just
come over here by Mr. Addes.
May I ask, are the figures correct as set forth in your testimony this
morning, I just read this tabulation, 1939, this relates to the Michigan
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Hospital Service, 74,236 persons enrolled, and in 1941, 823,053, and
in 1943,1,061,882; 1945 1,272,024.
For the Michigan Medical Society 1940, 114,627, and for 1941,
407,502, and for 1943, 571,015, and for 1945, 858,235. Are those
figures correct 1
Dr. NovY. They are, sir.
Mr. ADDES. I do not know what the dispute is about. You read
the figures, and I can verify them, and the point that I am making
perhaps you overlooked. I said in the year of 1944, December 31,
they reached 1,247,116. On February 28, 1946, 1,261,739, an increase
of 20,000, thereabouts That is the point that I was making, and the
only point that I made.
Senator DONELL. Is it your point that they made an increase or a
small increase ?
Mr..ADDBa. A small increase, that is the very point that I am trying
to make here, that they made a small increase. The figures that they
quoted there, and as I understood him from his report, there were
some years that were skipped. I have got all of the years, that is the
point that I make.
Senator DONNLmL. Dr. Novy, what do you say as to his statement
of a small increase having been effected during that period ?
Dr. Nowv. There has been a steady increase, and I call attention
to the fact that we have done no advertising at all, and those figures
have increased. I will also call attention to the fact that there was a
time as mentioned in my report in which our financial condition needed
revision, rates needed revision, and during that period of time we
declined to take on new subscribers, and as Mr. Addes will tell you,
some of his CIO members, particularly in the Fruehauf Trailer, 2,000
of them went on strike, demanding that as part of their set-up they
have our service.
Senator DOINEu. Would you be kind enough to provide for our
committee not only for these years, but beginning back from the origin
of your two services, up until the present time, showing what the
membership was at the conclusion of each year ?
Dr. NovY. We can do that.
Mr. ADDES. I have them here. This is an official document, and I
am sure that Dr. Novy would agree on these figures, and the way to
find out if he agrees on them, if he agrees with me, that there has been
an increase since 1944, December, 1,247,116 against 1,261,000, which
is about 20,000. If he agrees to that then these figures are accurate,
and if they are not, I am sorry that I cannot submit their figures
then, because we got these from them.
Dr. NovY. I have not those figures available.
Senator DONNLL. Will you supply those for the record and would
you mind giving a copy to Mr; Addes, so that if he has any question
on them he could send us likewise a statement of his views on it
Dr. Novr. Very well.
The CHAImAN. The witness makes a point that you take groups
and not individuals and that inasmuch as you have already exhausted
your efforts practically by taking in these larger groups, like the automobile workers, that your possibility of further expansion is limited.
Dr. Novy. No; our rapid growth obviously was facilitated by taking
in large groups. It becomes much more of a mechanical problem to
take in small groups than it does to take in a large group. For in-
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stance, when we took in General Motors, overnight there was a sudden
increase, and to have any comparable increase to that would require
a great deal of mechanical effort. We take in groups anywhere from
s large a group as five on up. In other words, any group of five may
apply and be taken in, and it requires, of course, many, many groups
of five to compare with the large group that would come in.
We are, as indicated, approaching that problem, and it is true that
the larger groups have come in first, and that has been brought out.
Senator DONNELL. While Dr. Novy is here and Mr. Addes, also, let

me just ask these gentlemen about this: Mr. Addes, at page 4 of his
testimony, referring to the Michigan Health Service, says that the plan
has a number of fundamental weaknesses. He says it provides for no
medical care. I hold in my hand what purports to be a form of medical surgical benefit certificate to be issued or issued by the Michigan
Medical Service which contains this language, among the definitions of
benefits:
Medical nonsurgical services, limited to a total of 30 days of such care between
the effective date of this certificate and the first anniversary hereof or during any
succeeding 12-month period rendered by the doctor of medicine in charge of the
case. Surgical services, operative and cutting procedures for treatment of disease and injuries and treatment of fractures and dislocations by the doctor in
charge of the case.

In view of the fact that Mr. Addes says that the plan of the Michigan
Health provides for no medical care, and inasmuch as this form does
'provide for medical services as outlined, I wanted Dr. Novy to tell
us whether or not this paper that I hand to him now marked Medical
Surgical Benefit Certificate, is the form of certificate issued by the
society at this time.
Dr. NovY. It is not only issued, it is in force and has been in force

for approximately a year.
Senator DONNELL. So it is not correct to say that they provide no
medical care?
Dr. NovY. It is not correct to make that statement.
The CHAIRMAN. Did the facts that you based this statement on exist

prior to a year ago, or how do you account for that?

Mr. ADDES. I think that you have got to read the entire-sentence to

get the real meaning of what we tried to say. It provides for no
medical care, only for surgical care, and then only under hospital conditions. I do not know the details of their plan, but I do have a representative here who serves on our health committee working with the
Blue Cross Plan, that I think can clarify this particular point.
The CHAIRMAN. We would like to have him do so.

Would you state your name and your position
STATEMENT OF HAROLD BLYER, UNITED AUTOMOBILE WORKERS
Mr. BLYER. My name is Harold Blyer, a member of the UAW-CIO,

and I am in an advisory capacity to Mr. Addes on matters of health
and welfare for the union members.

The CHAIRMAN. Will you make an explanation of this?
Mr. BLYER. The question presented by Senator Donnell was in

relation to the medical contract presented by the Medical Service
Organization; I would like to comment on that, gentlemen. As recently as a month ago in a conference with the members representing
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the State Medical Society, at which Dr. Novy was also present, and
the official members of the Michigan Medical Organization, met with
myself and members of our union committee to discuss matters relative to the expansion of this particular plan, and also in relation to
the income limitation.
For several years, we have requested the addition of such a program
as presented by Senator Donnell in the evidence, a medical program.
We have been informed that it is not the desire of the State Medical
Society to proceed in this direction too swiftly, as they had experienced adverse conditions in 1939 and 1940 in the original conception
of the plan.
We were told that the desire is to expand this type of plan in small
select groups, to obtain experienced men in matters of rate and incidental medical experience, and we were expected to withhold any
addition to our present contract until such time as the Medical Society, acting in their annual convention, would determine'that a plan
would be made available to all groups.
Senator DONNELL. You do not question the fact that the Michigan

Medical Service issued this contract which contains this paragraph
that I read, starting with the words, "Medical nonsurgical services
limited to a period of 30 days," and so on. You do not question that
that is in their contract?
Mr. BLYER. I do not.
Senator DONNELL. So I do not think there is any dispute between

us. It is not correct to say that the plan of the Michigan Health
Service provides for no medical care, that is not correct, is it?
Mr. BLYER. Senator, Mr. Addes is representing the statements of

the workers of the UAW-CIO. There is no plan available to the
workers in the UAW-CIO according to that contract.
Senator DONNELL. Well, the Michigan Medical Service does provide for medical care in this contract and is not the contract available
to you gentlemen ?
Mr. BLYER. It is not Senator.
Senator DONNELL. How about that, Dr. Novy, is it available to

them

-

Dr. Novy. The statement is partly correct and partly not. In order
to obtain experience, we felt that it was desirable to go slowly. We
were approached not officially, but approached to put into effect or
consider putting into effect the medical plan for the entire General
Motors group, which is a huge mass. And fearful of taking on a
large group without actual actuarial experience, we declined to do
so, but it is in effect in smaller groups in order that we may obtain
adequate actuarial experience and as soon as that actuarial experience is such as to warrant it, it will be available to large groups. But
we do not care to take on a huge group in order to obtain that experience in the actuarial field.
Senator DONNELL. At the present time, how many people hold that
certificate at the present time ?
Dr. NovY. I cannot give you that figure offhand.
The CHAIRMAN. At the present time, that plan is not available ?

Dr. Novw. Not to the General Motors group, but to smaller units.

The CHAIRMAN. Then this statement here, then, in which it says that

it provides for no medical care, then so far as the automobile workers
are concerned is correct
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Dr. Novy. No; there are many shops who are automobile workers,
who are not General Motors group, in which it is available.
Mr. ADDES. Senator, I should like to add this: I do not know where
they do have medical care. I should like to know, or have a list of the
plants which are UAW-CIO where there is medical care granted under the provisions of that contract. The plan does not provide in the
event a worker scratches himself, and visits the doctor, to make payment. They will not pay if that individual visits a doctor at his
office. In the event an individual has a rash, for example, and goes
to his physician and does have the medical plan as covered by the medical plan, and makes a call to the doctor's office, the plan does not provide payments. In the event I become ill, and I carry the medical
plan, and it necessitates the services of a doctor, I must, as a worker,
pay the bill.
I do not know of any of our local unions or automobile workers
where a house call is paid for under the plan or an office call for a rash
or for any other necessity.
Senator DONNELL. Do you have anything further to say, Doctor,
along that ?
Dr. Novy. In my report we had such a plan, and it was explained to
you that we did have, and we found out in that plan that the cost is so
prohibitive to the public, even at the premium that was charged the
cost was twice as much as the income therefor, and we also found out
that the number of visits that were used under that plan was 6.6 per
year, which is higher than the figures of the wealthiest clientele in the
United States utilizes a doctor.
In other words, very definitely under that type of plan, without restrictions, there was an abuse, abuse on the part of the patient, and
abuse on the part of the doctor, in which both contributed to having as
many as possible in order to, in one case say, let us say, the ego, and
in the other case possibly the pocketbook and a combination thereof.
Senator DONNELL. Could you send to our committee a statement of

how many persons hold contracts with medical services provisions that
I have.read
Dr. Nov. We will do that.
Senator DONNELL. And if it is possible to do that without too much
inconvenience, could you indicate the approximate number of those
who are in the automobile industries or in the smaller plants to which
you have referred ?
Dr. Novy. I will.
The CHARMAN. Doctor, is it possible that persons working in plants
need more medical care than wealthier classes who do not have the
risks and are not employed in work of that kind ?
Dr. Novy. Part of that may be taken care of in the, compensation
work. Obviously, occupation makes a difference, between a white
collared man than a coal miner or some other such occupation.
The CHAIRMAN. Bankers, for instance, and lawyers, and doctors are
preferred in insurance, as insurance risks.
Dr. Nov. That I do nbt know, I am not aware that doctors are preferred. I fail to find that distinction.
The CHAIRMAN. At least there are some classes in our Americn population that are a little better risks than men who work down in the
coal mines or in the big factories of the country, is that true
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HEALTH AND INCOME LEVELS

Dr. NovY. That is true, and I brought out this morning that an
individual whose income is above the $1,800 limit for a family was
no better off in health than the individual whose income may be $10,000 or $100,000, as far as actual health. In other words, his health
level at that point reached a plateau.
The CHARMAN. A man earning $1,800 a year is no better off in
health?

Dr. NovY. As far as utilization of service goes, yes. The wealthy
does utilize service a great deal more, and-he pays a great deal more for
it, but he accomplishes no more.
The CHAIBMAN. I do not quite understand that. I have always
assumed that the working classes that earn $1,800 a year are very much
more in need of medical services than the wealthier classes who earn
enormous incomes, but who are not subject to the same risks and the
same burdens as those in the working classes.
Dr. Novy. Those figures that I quoted from the governmental figures
do not bear that out.
The CHAMAN. Have you any comment on that?
Mr. ADDES. I would like to comment on that. I tried to get the information and the figures that Dr. Novy submitted this morning.
Frankly, I question those figures. I have been around workers all of
my life, and I have been a worker practically all of my life, and I consider myself a worker now, only I am considered perhaps a whitecollared worker, and I am not so sure that we do not need as much
attention, medical attention, and I am not sure that I do not because of
the nature of the work, but a worker earning $1,800 a year in my judgment, is less healthy than a worker that receives a wage of say $5,000
or $10,000 or $20,000 or $25,000 a year. The very fact that that worker
has to pay rent, and has to pay if he has a family, clothing for the
family, and all of these necessities of life, the minimum necessities,
would practically absorb the $1,800 a year that that worker might earn.
And then if he should have to get the kind of medical attention that
is available because of the wherewithal, with the higher brackets, he
will not be able to do so, because he cannot get any diagnostic work
done from time to time, and he would hesitate to go to the doctor because each time he goes to the doctor it means $3 or $5 a call, and he
does not have the money to do it. In the final analysis that worker
needs medical attention far greater than an individual that is in a
higher bracket, a higher-wage bracket. I can recall when my wages in
the industry were extremely low, and fortunately our family was a
pretty healthful family, but when illness did strike home among nine
of us, I recall that Dad used to have to dig real deep, and many a doctor
never received their money because he did not have it to give for the
services that were rendered, and generally speaking, our family was a
healthy family, from all points of view.
But talking to workers, I am led to believe from the experience that
a man who makes $1,800 a year needs greater medical attention, and
he just does not have the money to pay for it, and the very fact that our
people now, as I have stated here, make about $2,500 a year they still
are unable, in my judgment, to obtain the kind of medical attention
that is necessary if we are going to make a healthy America. You
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just cannot do it on $2,500 a year, because I think that a man ought to
be checked by a physician several times during the period of a year,
and he just cannot dig in and pay $5 or $10 or $25 for a physical examination, diagnosis, and so forth. Our institute indicates to us that
there is a tremendous number of people that should have had medical
attention, and unfortunately were unable to get it only because they
were fearful it would run into money beyond their means.
Senator DONNELL. Did you want to say something about that?
Dr. NovY. The figure' that I presented was based on the United

States Public Health data, and on the United States Bureau of Labor
Statistics, and it shows therein what is called the Health Index, and
those figures show that after the $1,800 income, the line flattens out,
and that the man whose income is in the $10,000 bracket has no better
health index than the man whose income is just beyond the $1,800 income.

I also pointed out that other figures, not related to the Health
Service figures, but the figures on health and moral and maintenance
budget, arrives also at that figure of $1,800.
It is more than a coincidence that those two figures happen to be
essentially the same. The figure that a man whose family income
is $1,800 against a man whose family income is $18,000, the $18,000

man is going to enjoy better health is definitely not so.

That is indi-

cated by the figures.
Furthermore, the difficulty of evaluating the worker, and a white
collar job, there is a question somewhat of medical problem. There
are figures available, and I did have them, and I am not sure whether
I have, but it is common knowledge to you, that a fat man has a much
poorer chance of living, and I would say that one might say that a man
who is working is not inclined to be the over-fat man, arid any man
whose weight is over 15 pounds above what is normal for his height
and age is very definitely a risk, with increased liability to die, and
when that weight gets up to 50 percent, the insurance mortality
figures show that he has about a 100 percent greater mortality than
his brother who is of average weight. There are a lot of factors, the
white collar job then has the tremendous difficulty of probabilities
of illness, because he sits down too much and gets too fat.
The CHAIRMAN. In other words, Doctor, a man who earns $18,000
has more opportunity to injure his health than the man who has to
struggle along on $1,800
Dr. Now. I am not drawing that inference. I am simply saying
that the figures show that neither one of them is healthier than the
other.
The CHAIRMAN. You think that the man who earns $1,800 then is
in a very fortunate position in this country, because he is in a position
where he has to maintain good health, and not dissipate or injure his
health by overeating, or overrelaxing himself, and getting fat and
so forth, that the man in that class ought to be entirely satisfied with
his situation ?
Dr. NovY. You find fat men among all grades.
The CHAIRMAN. Thank you, Doctor.

Thank you very much, unless you have something else to come up.
The next witness will be Dr. L. George Grupe.

NATIONAL HEALTH PROGRAM

2039

STATEMENT OF L. GEORGE GRUPE, D. C., FIRST VICE PRESIDENT,
INTERNATIONAL CHIROPRACTORS ASSOCIATION

Dr. GRUPE. My full name is L. George Grupe. I represent the
I have an outline here
International Chiropractors Association.
which I will follow, but first 1 want to thank this committee for the
opportunity of appearing before you on this bill to tell you how it
applies to the chiropractic profession and those people in this country
who depend on chiropractors.
The International Chiropractors Association respectfully requests
a consideration as to the essentiality of the science of chiropracty,
within provisions of any enacted measure submitted in an economic
bill of rights-such as the National Health Act of 1945.
There is no desire, on the part of the membership of the International Chiropractors Association to avoid, or evade, any duty and
obligation incorporated in a health program. There is but a desire
to assist in the right of each citizen to adequate care and the opportunity to enjoy good health.
Thus, chiropractors again contend that a legal revaluation of the
science of chiropractic is essential to a national health program.
A new medical order is inevitable-the chiropractor has proven
competent, and the results demonstrate merit of the science. Sick
people get well-the practitioners of chiropractic have been trained
and scientifically prepared as chiropractors. The public has been
satisfactorily served, and desire chiropractic services.
DESCRIPTION OF CHIROPRACTY

What is chiropracty ? An extract from People of the State of Illinois v. Love (1921), (298 Ill. 304, 131 Northeast 809):
Chiropracty is a drugless method of treating ailments of the human body,
chiefly by manipulations of the spinal column with the hand. The theory of
this system as explained in this record is, that when the spinal column is in
all its parts in place and performing its proper functions and the nerves running
therefrom to the various organs and parts of the body are undisturbed and performing their functions, many, but not all, of the ills to which the human body
is susceptible do not and cannot take place.

Chiropracty, therefore, would be a measure from the standpoint of
prevention of disease in those cases. In an excerpt from a lecture
delivered by G. H. Patchen, M. D., before the Health Culture Club of
New York, November 12, 1907:
In answer to the question, "What is chiropractyV? it is best perhaps to point
out that the word chiropractic (Ki-Ro-Prak-Tik) has .been coined from two
Greek words, Cheir, the hand, and Praxis, a doing. Hence, literally, chiropracty means the doing of something by hand.

A chiropractor, therefore, is a hand doer or hand practitioner. Specifically,
the word chiropracty is the name of a science and a philosophy which define
the nature and the cause of disease and an art which claims to be able to locate
unerringly this cause and to provide an original, unique, and adequate means
of adjusting it more promptly, radically, and permanently than any other system
known.

Insurance companies have recognized the science of chiropracty
by permitting to policyholders the services of a chiropractor. Here
this afternoon I believe one of the preceding speakers brought out that
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chiropracty in Omaha, Nebr., has been growing. That happens to
be one of the communities which pays chiropractors. It makes it
possible for policyholders to use chiropractic service.
LEGISLATIVE RECOGNITION OF CHIROPRACTY

Statistics outline that 43 States and Territories of the United States

have, to a certain degree, some with full recognition and control, approved the science of chiropracty. It is significant and important

that the first chiropractic statutes were enacted in the States of Kansas and Iowa in 1913.

Medical care should provide inclusion of chiropracty. Any national health act must be equitable to all peoples; and national health
act must protect all methods of healing art--drug and drugless. The
same manner of equity permitted to the public should reach the prac-

titioner. As stated by President Harry S. Truman, the health plan
should proceed "on the basis of their own voluntary decisions and
choices. Such freedom should proceed in choice of method and practitioner. Thus, the chiropractors should be included in all reference
to practitioners of healing art. There could be no "choice" otherwise.
Any other enactment would deny equal rights to millions of people;
would deny rights to practitioners of chiropracty; would discriminate
against a group of deserving people; would, in fact, defeat the exact
purpose of Senate bill 1606. There can be no proper and adequate
welfare unless all are encompassed and all are allowed the privileges
set out in the measure (S. 1606) ; rights and privileges of health heretofore unobtainable.
S. 1606 gives apparent unlimited recognition to medical control.
Heretofore the medical profession has held complete control of health
-with no particular restraint. The reason for such welfare measure
is partly occasioned by revelations of selective service.
Quoting from President Harry S. Truman's message to Congress
November 19, 1945:
The people of the United States received a shock when the medical examinations
conducted by the Selective Service System revealed the widespread physical and
mental incapacity among the young people of our Nation.
As of April 1-, 1945, nearly 5,000,000 male registrants between the ages of 18
and 37 had been examined and classified as unfit for military service. The number of those rejected for military service was about 80 percent of all those examined. The percentage of rejection was lower in the younger-age groups, and
higher in the higher-age groups, reaching as high as 49 percent for registrants between the ages of 34 and 37.
In addition, after actual induction, about a million and a half men had to be
discharged from the Army and Navy for physical or mental disability, exclusive
of wounds; and an equal number had to be treated in the armed forces for
diseases or defect which existed before induction.

Should this condition be attributed to the chiropractic professidna healing art devoted to a drugless practice. This group had no rights
in the situation. Now S. 1606 proposes to grant to medical practices.
The result would be the same. S. 1606 should be amended in order
that the National Medical Policy Advisory Council includes true representatives of the science of chiropractic. The measure provides apparent unlimited powers and authority to the Surgeon General This
precludes on the face any opportunity or reference for chiropracty.
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Despite opposition, the science of chiropracty has been recognized.
Chiropracty, with its thousands of practitioners, is the largest existing
drugless method. Millions of citizens of the States and Territories of
the United States have accepted the services of chiropracty, and chiroproctors, by reason of results.
There is no intention to discuss relative merits of healing arts, but
rather the intention to state that the growth of chiropracty is a widespread and growing tendency of the American people, and S. 1006
should recognize this fact. In the last analysis the entire question.
of chiropracty refers back to the right of the people to choose a
method of healing.
CHIROPRACTORS SHOULD NOT BE EXCLUDED UNDER S. 1608

Now, there is respectfully requested an opportunity to serve.
Health welfare service should include a group of healing art practititioners, so needed and so essential. The public needs, as hereiirstated
and as the purpose of S. 1606, to maintain health. Thousands oi
citizens depend upon the chiropractors for health. There exists no
sound reason to exclude chiropractors from said health welfare
services.
If chiropracty is excluded from the bill, the purpose of the bill
will be defeated. If all are going to be treated alike, this should.
include chiropracty.
As so well stated by the chairman of the Committee on Education
and Labor, Hon. James E. Murray, over Columbia Broadcasting
System as of Saturday; May 18, 1946, in interview with Commentator
Lewis, "all are treated alike"--evidently the reference -being to the
public. Thus, the same statement should apply to methods and
manner of professional services and servers, including the chiropractors.
Now, in this spirit of the times, "health, security for all, regardless
of residence, station, or race" (message to Congress, November 19,
1945, President Harry S. Truman), the chiropractor presents a request, supported by the law and the facts, as the same exist today,
that the Committee on Education and Labor of the United States
Senate, in regard to S. 1606, consider in the light of present-day conditions, the contention and request of the chiropractor, and grant
inclusion as to rights and privileges for service, within all sections
of said Senate bill 1606.
That is all I have to say.
Senator DONNELL. Approximately how many chiropractors are
there in the United States
Dr. GRUPE. Twenty thousand.
Senator DONNELL. Is there any estimate available as to the number
of patients that those 20,000 treat
Dr. GRUPE. Yes, sir.
Senator DONNELL. Could you tell us, approximately, the best esti-

mate you have of that
Dr. GRUPE. I believe I have the estimate of the number of visits
made yearly, which runs into close to 80,000,000 a-year. I believe
that was made by the Government report on income taxes.
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Senator DoNNEL. You are located in San Angelo Tex., and are
practicing your profession there? Where did you take your study?
Dr. GRUPE. Yes, sir. I studied at the Palmer School of Chiropracty,
Davenport Iowa.
Senator DONNELL. Do you have anything further, Doctor
Dr. GRUPE. No, sir.

Senator DONNELL. The committee will stand in recess until 9:30

tomorrow morning.
(Thereupon; at 4:20 p. m., Thursday, May 23 1946, the committee
recessed until Friday, May 24, 1946, at 9:30 a. m.)
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FRIDAY, MAY 24, 1946
UNITED STATES SENATE,

Co

rITrTEE ON EDUCATION AND LABOR,
Washington,D. C.

The committee met at 9: 30 a. m., pursuant to adjournment, the Hon-

orable James E. Murray (chairman) presiding.
Present: Senators Murray, Taft, Smith, and Donnell.
The CHAIMAN. The hearing will come to order.
I should like to insert in the record a report on the national health
bill which the committee has received from the Attorney General, the

Honorable Tom Clark.
Of particular interest to the committee, I am sure, is the Attorney
General's analysis of the constitutionality of this measure.

I should like to quote from Mr. Clark's discussion of this point:
The constitutional authority for Federal expenditures for social-welfare purposes appears firmly established (Cincinnati Coal v. United States, 301 U. S. 308;
Steward Machine Co. v. Davis, 301 U. S. 548; Helvering v. Davis, 301 U. S. 619;
Cleveland v. United States, 323 U. S. 329). Health benefits, like old-age benefits,
unemployment compensation, and housing, would seem clearly a proper concern
of the United States for which the Congress may provide under the generalwelfare clause of the Constitution (art. I, sec. 8). It is also well settled that the
tenth amendment, which reserves to the States respectively those powers not
delegated to the Federal Government nor prohibited to the States, does not destroy
or reduce the powers otherwise vested in the Congress by the Constitution
(Ashwander v. Tennessee Valley Authority, 297 U. 8. 288; Wright v. Union
CentralIns. Co., 304 U. S. 502; United States v. Darby, 312 U. S. 100)."

(The document referred to is as follows:)
DEPARTMENT OF JUSTICE,

Washington, D. C., May 14, 1946.
MuRRAY.
Hon. JAMES E.
Chairman, Committee on Education and Labor, United States Senate,
Washington, D. C.
MY DaAB SaIATroB: This is in response to your request for my views relative
to a bill (S. 1606) to provide for a national health program.
The bill is divided under two main titles: Title I, Grants to States for Health
Services; and Title II, Prepaid Personal Health Service Benefits.
Part A of title I would amend section 314 of the Public Health Service Act of
1944 (42 U. S. C. 246) so as to broaden the program for the prevention, treatment,
and control of tuberculosis and venereal disease among the several States. Instead of fixed annual appropriations, as the law now authorizes, the bill would
provide that a sum sufficient to carry out the purposes of this section would be
appropriated for each fiscal year. Allotments would be based on the population, size of the health problem, and the financial need of the respective States.
The money would be paid on condition that the State should also spend for
the same purpose an amount determined in accordance with regulations promulgated by the Surgeon General of the Public Health Service.
There would also be appropriated, for each fiscal year, beginning with the
fiscal year ending June 30, 1946, a sum sufficient to enable the Surgeon General
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to establish, extend, and improve the general public-health facilities in the States
(sec. 101 f-1). The State would be required to evolve a plan which would include
provisions specified by the bill. The Surgeon General would be required to
approve any plan which fulfilled the specified conditions, and the Secretary of
the Treasury would be directed to pay the Federal percentage to be expended
under the State plan. Whenever it should be found that a State was failing to
comply with its obligations under the provisions of the bill, the Surgeon General
would be authorized to withhold further payments to that State until the failure
was corrected.
In carrying out the duties imposed upon him, the Surgeon General would
be directed, with the approval of the Federal Security Administrator, to enter
into such agreements or cooperative arrangements as may be necessary to insure
coordination of this phase of the bill with the other programs provided therein.
Part B of title I would authorize grants to States for maternal and child-health
services, beginning with the fiscal year ending June 30, 1946.
There would be an annual appropriation of a sum sufficient to effect the purpose
of the plan, and it would be administered by the Chief of the Children's Bureau
under the supervision of the Secretary of Labor. Payments would be made to
the several States for the purpose of enabling them to provide and maintain
services and facilities for promoting the physical and mental health of mothers
and children (sec. 121).
This part of the bill (sec. 123) would also enable.each State to provide and
maintain services for locating crippled or otherwise physically handicapped children, or children who are suffering from conditions which lead to crippling or
physical handicap, and to provide them with medical, surgical, corrective, and
other services and care.
In carrying out the duties imposed by part B, the Chief of the Children's Bureau
would be directed, with the approval of the Secretary of Labor, to enter into such
cooperative working arrangements with the Surgeon General and the Social Security Board as may be necessary to insure coordination in the administration of
the programs with those under parts A and C of title I and those under title II.
In order to receive payments under the provisions of part B, the States would
be required to submit, and have approved by the Chief of the Children's Bureau,
plans which would effect the purposes of the bill. In the event any State failed
to comply with the provisions of its plan, the Secretary of Labor would be authorized to withhold further certification for payments to that State until the failure
was corrected.
There would be appropriated for each fiscal year, beginning, with the fiscal year
ending June 30, 1946, a sum sufficient to carry out the purposes of this section.
Part C of title I would provide grants to States for medical care of needy
persons. The administration of this part would be under the Social Security
Board. As in the preceding parts of this title, the participating State would be
required to evolve and abide by an approved plan, designating a State administrative agency and incorporating specified provisions, for achieving the aims of
the proposed legislation. There would be appropriated $10,000.000 for this
purpose for the current fiscal year and a sum sufficient to carry on the program
for each succeeding fiscal year thereafter (sec. 131). In carrying out the duties
imposed upon it by this part, the Social Security Board would be directed, with
approval of the Federal Security Administrator, to enter into such agreements
or cooperative working arrangements with the Surgeon General of the Public
Health Service and with the Chief of the Children's Bureau, as may be necessary
to insure coordination in the administration of the programs and services under
this part with those under parts A and B of this title and those under title II
of the bill.
Throughout title I the term "State" includes Alaska, Hawaii, the District of
Columbia, Puerto Rico, and the Virgin Islands.
Also throughout title I, with specified exceptions, the Federal share of the
expense of carrying out the several programs would be based on a formula
whereby those States of lower per capita income would be extended the greater
aid. The exceptions to this formula would be the District of Columbia, Alaska,
and Hawaii, toward which the Federal Government would contribute 50 percent
of the cost of the programs. The Federal share with respect to Puerto Rico and
the Virgin Islands would be 75 percent. In no case would the Federal percentage be less than 50 percent nor more than 75 percent (sees. 101, 127, 135).
Title II of the bill would provide prepaid personal health service benefits, and
would be under the administration of the Surgeon General of the United States
Public Health Service. The Surgeon General would perform his duties under
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the supervision and direction of the Federal Security Administrator and in
consultation with the National Advisory Council (created by the bill) and the
Social Security Board. The bill would authorize the appointment in the Public
Health Service of such personnel as may be necessary for the proper and efficient
administration of the program. Appointment would be in accordance with provisions of the civil-service laws and the Classification Act of 1923.
In carrying out the duties imposed upon him by this title, the Surgeon General would be authorized to negotiate agreements and cooperative working arrangements with appropriate agencies of the Federal Government, States and
political subdivisions thereof, private agencies, institutions, and individuals, to
utilize their services and facilities and to pay reasonable and equitable compensation therefor (sec. 203). Moreover, he would be directed to cooperate with the
Chief of the Children's Bureau and the Social Security Board to the extent as
may be necessary to coordinate the administration of this program with those
under parts B or C of title I.
Beginning April 1, 1947, the plan would extend medical, dental, home-nursing,
laboratory, and hospitalization benefits to every individual currently insured by
the terms of the bill, to his dependents, and to every individual entitled to
monthly benefits for any period under title II of the Social Security Act.
A person would be deemed to be currently insured and entitled to benefits if
he had been paid not less than $150 in wages during the first 12 months of an
18-month period immediately preceding a benefit year, or had been paid not less
than $50 a calendar quarter for any six calendar quarters during the first 3
years of a 31 -year period immediately preceding a benefit year (sec. 215).
The wages could be for any service of whatever nature, including self-employment, performed after June 30, 1946, by an employee, irrespective of the citizenship or residence of himself or his employer, if rendered (a) within the United
States, (b) under a contract of service which is entered into within the United
States, or (c) in connection with an American vessel or civil aircraft during
the performance of which the vessel touches at a port in the United States and
the employee is employed on and in connection with such vessel when outside
the United States (sec. 217b).
However, the bill specifically excludes the following: Federal and State employees; those who would be entitled to similar benefits under workmen's compensation plans; casual labor not in the course of the employer's trade or business; employees of foreign vessel if employed on and in connection with such
vessel when outside the United States; employees of public carriers as defined
in section 1532 of the Internal Revenue Code; clergymen; employees of foreign
governments and their instrumentalities; employees of labor, agricultural, religious, civic, mutual benefit societies, and other organizations as defined by seetion 101 of the Internal Revenue Code if the remuneration does not exceed $45
for a calendar quarter and the employment is of such a nature as described in
section 217b-7 of the bill.
Nevertheless, and notwithstanding any other provision of the bill, section 209
would provide that the benefits could also be extended to those not otherwise
entitled to them, If reimbursement to the United States Treasury had been made
on their behalf or reasonable assurance of reimbursement for the benefits extended had been given by Federal or State, agencies.
Any physician, dentist, or nurse could elect to furnish the services. The several methods of paying for their services are quite broad and further permit a
combination or modification of them as the Surgeon General may approve (sec.

205).

The Surgeon General would publish a list of those practitioners who elected
to furnish the services, and, subject to the practitioner's consent, those entitled
to the benefits of the bill would be permitted to select from such lists those practitioners from whom they wished to receive the services (sec. 205 b, e). In order
to maintain high standards in the quality of the services, the Surgeon General
would be authorized to prescribe maximum limits to the number of potential
beneficiaries whom the practitioner could undertake to attend (sec. 205j).
Home nursing would ordinarily be available only upon the advice of the attending physician or when approved by a medical \officer designated by the Surgeon
General (see. 205m).
The Surgeon General could, after consultation with the Advisory Council, and
with the approval of the Federal Security Administrator, determine for any
calendar year, or part thereof, that an individual be required by the physician,
dentist, or nurse, to pay a fee with respect to the first service in a period of
sickness or course of treatment. Such determination would be made only after
85907-46--pt. 4---10
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sufficient evidence indicated that it was necessary to prevent or reduce abuses
of the benefits provided by the bill (sec. 210).
The Surgeon General would also publish a list of the hospitals participating
in the plan. The list would be revised from time to time as necessary to include
newly participating hospitals and to withdraw those failing to meet standard
requirements (sec. 206). The maximum number of days in any benefit year
for which any individual would be entitled to hospitalization would be 60. How-ever, when the Surgeon General found that there were adequate funds available he could increase the maximum to 120 days for the following calendar year
(sec. 210c). Payments for hospitalization would not .exceed $7 nor be less than
$3 for each day, not exceed 30 days; nor more than $4.50, nor less than $1.50
per day in excess of 30 days. Thele would be a maximum of $3.50 and a minimum of $1.50 allowable for each day of care in an institution for the chronic
sick (sec. 214h). There would be no hospitalization benefits for mental or
nervous disease or tuberculosis (sec. 210d).
The Surgeon General and the Social Security Board would be required to make
a joint study and recommendation with respect to services needed for those
afflicted with mental and nervous diseases and other services' not already provided for by the proposed or existing legislation (sec. 211b).
Under the provisions of section 205, the Surgeon General would be authorized
to establish appeal bodies to hear complaints from beneficiaries, practitioners,
and participating hospitals, and, having regard for the findings and recommendations of such appeal bodies, to take such steps as may be appropriate to remedy
the grounds for complaint. In the administration of this section, the Surgeon
General would, insofar as they may be applicable, have all the powers and duties
conferred upon the Social Security Board by sections 204, '205, and 206 of the
Social Security Act, 42 U. S. C. 404, 405, 406), which, inter alia, prescribe procedures to be followed in conducting hearings, grant the power to subpena witnesses, and provide for judicial review. Section 207 of the same act (42 U. S. C.
407), prohibiting assignment or encumbrance of benefits, would also be applicable, except that the beneficiaries or Surgeon General could assign moneys
which were rightfully due to a hospital, agency, or institution whose services
had been utilized under the provisions of this title. Penalties for fraud in
matters affecting the benefits would be the same as those provided in section 208
of the Social Security Act (42 U. S. C. 408).
The Social Security Board would be directed to make findings of fact and decisions as to the rights of any individual applying for benefits under this title
of the proposed legislation (sec. 207c). In carrying out this responsibility, the
Board would have all the powers and duties conferred upon it by title II of the
Social Security Act. Decisions of the Board would be subject to judicial review,
by means of a civil action brought in a United States district court by the
aggrieved individual, as provided in section 205 of the Social Security Act (42
U. S. C. 405).
A National Advisory Medical Policy Council, referred to as the Advisory
Council, would be established by section 204 of the bill to advise the Surgeon
General with reference to questions of general policy anrl administration in
carrying out the provisions of the program (sec. 204). The Council would consist
of the Surgeon General as chairman and 16 members to be appointed by the
Surgeon General with the approval of the Federal Security Administrator.
Membership would include professional representatives and public representatives
in such proportions as would be fairly representative of both those who would
furnish and those who would receive the health services. Each member would
hold office for a term of 4 years, except those appointed to serve the reminder
of an unexpired term and 12 of the original appointees whose terms, in groups
of 4 as designated by the Surgeon General, would expire at the end of the first,
second, and third year. The Council would meet not less than twice a year and
whenever at least 4 members requested a meeting. Each member would be
paid not more than $25 per day during time spent in meetings and for time
devoted to official business, including travel time. He would also be compensated
for actual and necessary traveling expenses and a per diem in lieu of subsistence,
as authorized in accordance with the Standardized Government Travel Regulations, while away from his place of residence upon official business of the Council.
In addition, the Council and each of 'its members would be provided by the
Surgeon General with such secretarial, clerical, or other assistance as the
Congress would authorize each year.
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There would be created in the Treasury of the United States an account to be
known as the personal health services account, and there would be appropriated
to the account such sums as Iay be required to finance the program (sec. 212).
From such appropriations the ,Secretary- of the Treasury would credit quarterly
to the account amounts equivalent to 3 percent of the first $3,600 in wages of
those covered by the plan as defined in sections 215 and 217. From such appropriations the Secretary of the Treasury would credit annually to the account
amounts estimated by the Surgeon General (who would report to the Congress
the basis for the estimate) to have been expended for dental and nursing benefits
,during the preceding fiscal year; amounts estimated jointly by the Surgeon
General and the Social Security Board (who would jointly report to the Congress
the basis for the estimate) to have been expended for benefits other than dental
and nursing; reimbursements for services extended to noninsured persons as
provided in sections 203 and 209.
The Secretary of the Treasury would be directed to pay from the account
into the Treasuiy the amount estimated by him and the Surgeon General Which
would be expended during a 3-month period for the administration of the
plan. Should it later appear that the estimate for any period was too high or
too low, appropriate adjustments could be made by the Secretary of the Treasury
in future payments (sec. 212f).
The amounts which stood to the credit of the account would be available for
the benefits and administrative expenses of title II of the bill and for no other
purpose. Moreover, disbursements for the same purposes would not be permitted
to exceed those amounts (sec. 212e).
In order to encourage and aid the advancement of knowledge and skill in
providing the benefits and in preventing illness and disability, the Surgeon General would be authorized, with advice of the Advisory Council, to administer
grants-in-aid to nonprofit institutions and agencies engaging in research or
professional education. For a 5-year period beginning January 1, 1946, the
Surgeon General and the Advisory Council would give preference and priority
to projects within those institutions and agencies which aided servicemen who
were seeking postgraduate education as medical or dental practitioners or
training for personal health and related services (sec. 213). For this purpose
there would be $10,000,000 available for the calendar year of 1946, and $15,000,000
for 1947. For each calendar year thereafter there would be available a sum
equal to 2 percent of the amount expended for health benefits in the last preceding
fiscal year.
It is believed that the need for a national health program has long been
recognized by society. The distressing revelations brought about as the result
of examinations in connection with determining physical fitness for service in
our armed forces during the recent war lend emphasis to that need. It has been
estimated that approximately 5,000,000 men between the ages of 18 and 37 were
rejected for military service because of physical disqualifications. That is just
one group of our population, without taking into account the physical health of
the women and children and older mn that make up the remainder of our
citizenry.
I am aware that there exists among members of the medical profession and
the public an understandable and proper desire .to preserve the personal relationship between physician and patient, and that any measure which might disturb that relationship would be met with serious objections. As the United
States Court of Appeals for the District of Columbia alluded to in the case of
United States v. American Medical Association (110 F. (2d) 703), there are
important rules and canons established by the medical profession throughout
the years which have aided in raising the standards of medical practice to the
advantage of the Nation and in protecting the public from incompetence. The
Supreme Court in considering the same cpse (317 U. 8. 519) recognized the
defendant associations as representing physicians who desired that they should
practice independently and on a basis whereby payment for services was a
matter that lay between the physician and his patient in each individual case.
I have found nothing in the legal construction of the proposed legislation which
would operate to threaten the dignity of the doctor and patient relationship,
lessen the desirable effectiveness of medical ethics, or in any way prove prejudicial to either the profession or the public. On the contrary, the bill appears
scrupulously designed to preserve the existing high standards of the profession,
and its only consequence would be to extend the benefits of those standards to a
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broader section of our population by means of governmental assistance. In
substance, it would aid the medical profession in its admirable and unselfish desire
to alleviate suffering among all members of society. Physicians contribute a
great portion of their time and effort in administering to the unfortunate and
destitute. The proposed legislation would help them in this herculean task.
and provide remuneration for a considerable portion of their services that
would otherwise go unpaid. There is nothing in the provisions of the bill that
would require any physician to participate in the proposed program; or if he
should participate, to attend any patient who is not acceptable to him.. Nor
is there anything in its construction which would require any layman to
participate in the benefits of the program. Moreover, there is no provision which
would require the medical profession to forego its privilege of determining its
own fees. The bill would merely provide a system of prepaid health service
benefits for those practitioners, hospitals, and patients alike who elect to
participate in the program.
The constitutional authority for Federal expenditures for social welfare purposes appears firmly established (Cincinnati Soap v. United States (301 U. S.
308); Steward Machine Co. v. Davis (301 U. S. 548); Helvering v. Davi' (301
U. S. 619); Cleveland v. United States (323 U. S. 329)). Health benefits, like oldage benefits, unemployment compensation, and housing, would seem clearly a
proper concern of the United States for which the Congress may provide under
the general welfare clause of the Constitution (art. I, sec. 8). It is also well
settled that the tenth amendment, which reserves to the States, respectively, those
powers not delegated to the Federal Government nor prohibited to the States, does
not destroy or reduce the powers otherwise vested in the Congress by the Constitution (Ashwiander v. Tennessee Valley Authority (297 U. S. 288; Wright v.
Union Central Ins. Co. (304 U. S. 502) ; United States v. Darby (312 U. S. 100)).
The legislation would appear to carry out a number of recommendations
which the President made in his message to the Congress on November 19,
1945, calling for enactment of an enlarged health- and medical-care program,
and which were reiterated in his report of January 14, 1946, on the state of the
Union.
In view of the foregoing considerations, I recommend enactment of the bin.
The following suggestions are submitted in regard to the construction of the
bill:
To avoid duplication and confusion, in view of the similarity of purpose of
part B of the bill, which would provide grants to States for materna land childhealth services, and title V of the Social Security Act (42 U. S. C. 701 et seq.),
it is suggested that the bill should be drafted so as either to amend or repeal
the existing legislation, which would apparently be superseded in most features
by the proposed legislation.
Section 126 (p. 21) of the bill, with respect to payments to the States under
part B, would empower the Secretary of Labor to withhold certification for payments to those States which he found were not complying with any provisions
required by "section 121 or 123" (pp. 13, 16). Sections 121 and 123 are appropriations sections. It is suggested that this reference was intended to be to
sections 122 and 124 (pp. 14, 17), which enumerate the mandatory provisions of
State plans.
Attention is invited to a printing error in the sequence of lines 24 and 25 on
page 27.
I have been advised by the Director of the Bureau of the Budget that there
is no objection to the submission of this report.
Sincerely yours,
ToM C. CLARK, Attorney General

The CHAIRMAN. I should also like to insert in the record a letter
from Mr. W. G. Stiles, manager of the People's Medical Protective
Association in Fort Smith, Ark.
This letter has been transmitted to me by the Senator from Arkansas,
Mr. Fulbright.
Mr. Stiles endorses the principles of the health insurance bill. However, he believes that the costs of the program to the insured can be
much less than is generally supposed.
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(The letter referred to is as follows:)
UNrrED STATE

SENATE,

May 18, 1946.

Bon. JAMxs E. MuEMhY,
Chairman Commnittee on Education and Labor,
United States Senate, Washington, D. C.
DEAB Ma. CHnAIMAN: I am attaching hereto a letter addressed to you by Mr.
W. G. Stiles, manager, People's Medical Protective Association, Fort Smith, Ark.,
relative to the pending Wagner-Murray-Dingell bill, which I feel you will want to
incorporate in the record for the information of the committee.
The program outlined by Mr. Stiles which is being carried out by his association is about the most efficient operation of this kind that has come to my
attention and I believe it will be helpful to the committee in reaching a decision
as to the cost of such a program when efficiently managed. I shall appreciate
your consideration of this matter.
With kindest regards, I am,
Sincerely yours,

J. W. FuLBaniHT.
PoOPIL'S MEDICAL PROTECTIVE ASSOCIATION,

Senator JAMES B. MUBBAY,

Fort Smith, Ark., May 15, 1946.

Chairman, Committee on Education and Labor,
United States Senate, Washington, D. C.
My DEan SENATOR MU RAY: Your committee has under consideration the Wagner-Murray-Dingell bill. This letter is written in the hope that you will make it
a part of the committee's record.
For many years I have been manager of a hospital association at Paris, Ark.,
and another at Fort Smith, Ark. I am schooled in the practical organization
and maintenance and management of such associations. Far from opposing the
principles set out in the bill you are considering, I am constantly advocating such
principle. However, the costs provided for in such bill are so very far in excess
of what my practical experience causes me to know is adequate that I wish to
call your attention to what we have accomplished for the low figure of $12 for
an indivdual per year, such as a bachelor, or $24 per year for a man and his
wife and all of his minor children.
We have thousands of families (and individuals) protected in each of the
organizations. The Paris Hospital Association has been serving the people over
21 years and the Peoples' Medical Protective Association at Fort Smith, Ark.,
has been serving nearly that long. All of our members are entirely pleased with
results, and the doctors of our staffs feel the utmost satisfaction, as well they
may, since their incomes are very considerable from'our associations, and they
never have any worries about bad accounts or unpleasant personal relations with
patients over money matters. The people served are paying their way with
ease rather than neglecting themselves or seeking charity service. As manager
I am retaining a percentage of dues as my compensation, and my office force and
my field solocitors also feel duly paid. This is not a benevolent or charity plan
for anyone concerned, but a strictly businesslike plan, all carried forward for
only $24 per year per family.
What do our members receive? All medical carb at the office or at the hospital
(not in the homes, of course, because a member too sick to come to the doctor is
sick enough to need examination and/or full treatment at the hospital or the office
where equipment is adequate). Also examinations, X-rays, consultations with
any doctors on the staff or other doctors who will come to the hospital, laboratory
service, prescriptions, house medicines. Provided also are surgical operations,
hospital room, board, and general nursing (not special nurse), with all surgical
dressings, casts, etc. The whole plan is based on preventive medicine so far as
possible-our members have no occasion to delay receiving proper attentionthus they largely stay well.
Not covered are chronic incurables at entrance into membership; that is, such
a person is not offered benefits because of already existent bad health, but any
person who is admitted to membership in good health is never dropped from
the benefits, and there is no limit to the medical and surgical care and hospitalization available to him. Thus a member might be hospitalized indefinitely and

cared for fully.
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Hospital facilities have been constantly improved by the doctors whom our
associations have under contract to take care of our members. At the present
time three doctors are on the staff at Paris, Ark., and two doctors are on the
staff at Fort Smith, Ark.; in emergencies these two staffs feel free to call on each
other for assistance; at first there were six doctors on the combined staffs (only
45 miles apart) but more doctors have been hard to get during the war years;
further, they are not particularly necessary now, because the membership does
not require so much major surgery as was the case upon initial organization.
The first year 11 percent of the members required surgery, the second year it
dropped to 7 percent, the third year to 4 percent, and now the average per year
is only 3 percent. We now employ 16 nurses at Paris, Ark., and 20 nurses at
Fort Smith, Ark., and would use more if we could get them.
The beds available at Paris hospital are now 50, and those available at Fort
Smith now total 100. Both institutions have splendid equipment and adequate
nurses' quarters.
Any further information that may be required by your committee will be
cheerfully given to you. Any members of your group who may desire to visit
these hospitals or visit my office will be extended every courtesy. I believe
thoroughly in the principle of health care for the people of this Nation, but I am
opposed to the costs to the employer and the employee as set up in the WagnerMurray-Dingell bill. No such ridiculous cost is necessary. Our organizations
have to pay agents to solicit the public for memberships, and still we can arrange
for complete satisfaction of everyone concerned on an adequate plan of protection for'only $24 per family per year. If we were to make it Nation-wide on
a compulsory basis we could do it for much less. England has a national .plan,
unsatisfactory as to services, high in cost, full of administrative errors against
the public welfare. Let us, Senator, avoid such a system. Here is an opporfunity to provide a great public service by a steadfast refusal to permit a drain
on the public's resources in any such manner as this bill proposes.
Medical men generally oppose any plan at any price, as we all well know. In
the event of some plan prevailing, however, they will insist that it be a highpriced plan to permit them to receive higher incomes than they have ever enjoyed,
and with less services rendered. The data submitted above is ample evidence
that a low-cost plan is capable of rendering first-class service and equipment,
ang overhead expenses as well as professional remuneration can still be met on
an entirely adequate basis.
Respectfully yours,
W. G. STILES,
Manager, Paris Hospital Association and
People's Medical Protective Association.

The CHAIRMAN. I should like to insert in the record a letter that

the committee has just received in opposition to the new health bill,
S. 2143, which has been introduced as a substitute for the health insurance bill, S. 1606, by the Senator. from Ohio, Mr. Taft, theSenator

from Minnesota, Mr. Ball, and the Senator from New Jersey, Mr.
Smith.
This letter is from Mr. William Green, president of the American
Federation of Labor.
Mr. Green makes the following statement with respect to S. 2143:
I feel that it is important for the committee to know that this new bill is
altogether unacceptable to the American Federation of Labor. The working
people of this country cannot and will not support S. 2143, first, because it fails
to meet their health needs, and secondly, because it offends their dignity and
self-respect by offering charity in the place of insurance.
Not only is charity medicine inferior medicine, but the workers of this country
are not prepared to accept the pauper's oath as the approach to better health experience proves that they prefer heavy borrowing and serious physical neglect.
The substitute hill Introduced by Senators Taft, Ball, and Smith falls so short
of an adequate health program in every respect that I cannot believe the
Committee on Education and Labor will give it serious consideration.
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(The letter referred to is as follows:)
*

Washington 1, D. C., May 18, 1946.

Hon. JAMES E. MUBRAY,

Chairman, Commif tee on Eduction and Labor,
United States Senate, Washington, D. C.

DEAR SENATOR MURRAY: On April 16 I appeared before the Senate Education
and Labor Committee to explain why the workers of this country are demanding
national health insurance as embodied in the Wagner-Murray-Dingell bill. Since
that time a new health bill, S. 2143,' has been introduced in the Senate by
Senators Taft, Ball, and Smith as a substitute for S. 1606.
I feel that it is important for the committee to know that this new bill is
altogether unacceptable to the American Federation of Labor. The working
people of this country cannot and will not support S. 2143, first, because it fails
to meet their health needs, and secondly, because it offends their dignity and self
respect by offering charity in the place of insurance.
At the present time a vast majority of workers cannot afford adequate health
care. Yet we know that by pooling risks and costs in a Nation-wide insurance
plan, the money that is now being spent on medical care would be just about
enough to protect the health of almost the entire population. Premiums would
be scaled according to individual ability to pay, families would be able to predict
and budget medical expenses, and the quality of health care would improve
because patients would feel free to ask for, and doctors to prescribe, adequate
treatment in time.
S. 2143, on the other hand, is neither a national plan or an insurance plan.
It drops the idea of spreading risks ,nd costs in favor of a limited system of
charity medicine combined with private insurnwe plans.. Since voluntary insurance, even when subsidized by the Government, has failed to keep costs low
enough or benefits high enough to protect the health of any significant proportion of the population, the main burden would fall on State medicine based on
the means test. This, of course, is no solution at all. Not only is charity medicine
inferior medicine, but the workers of this country are not prepared to accept the
pauper's oath as the approach to better health; experience proves that they
prefer heavy borrowing and serious physical neglect.
The substitute bill introduced by Senators Taft, Hall, and Smith falls so
short of an adequate health program in every respect that I cannot believe the
Committee on Education and Labor will give it serious consideration. However,
if you'wish to have our views on the relative merits of S. 1606 and S. 2143 beyond
those set forth in this letter included in the record of the hearings, I shall be
glad to assign a representative of the American Federation of Labor to present
them to your committee.
Sincerely yours,
WM.GREEN,
President, American Federation of Labor.

The CHAIMAN. I should like to insert in the record a statement -

submitted to the committee by Bernhard J. Stern, Ph. D., of the department of sociology in Columbia University.
Mr. Stern's statement is based upon three monographs which he
proposed for the committee on medicine and the changing order of
the New York Academy of Medicine.
I should like to quote briefly from the words with which Mr. Stern
sums up the conclusions arrived at through his work for the committee on medicine and the changing order of the New York Academy
of Medicine:
In summary, my researches for these monographs, as well as for my earlier
work, Society and Medical Progress (1941), have led me to conclude that the present organization of medical services falls far short of meeting the health needs of
the American people: that the system of voluntary prepayment plans proposed
by the opponents of the national health program are, and will continue to be,
totally unable to cope with the demands of the situation, and that a national
prepayment health insurance plan under Government auspices, supplemented
by' F~"'n
l' grants-tnaid, is imperative.
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(The letter referred to is as follows:)
STATEMENT ON THE WAGNER-MUBmAY-DINGELL BILL

(By Bernard J. Stern, Ph. D., Department Of Sociology, Columbia University)
Three monographs which I have recently prepared for the committee on medicine and the changing order of the New York Academy of Medicine contain findings which I believe may be of interest to the members of your committee in the
course of your hearings on the Wagner-Murray-Dingell bill.
These monographs, written while I was a member of the staff of the academy
committee, are part of a series planned, in the committee's words, to bring to
light "not only the achievements but also the inadequacies in present-day medical
practices-the uneven development of its different sectors, the prevailing incongruities and irrationalities, as Well as the lag in the adjustment of medicine to
the social needs of today. * * * While the monographs form an integral part
of the committee's studies, their publication does not necessarily imply the committee's endorsement of statements of fact or opinion which are entirely the
responsibility of the authors."
The evidence presnted in the initial monograph of the series, American Medical
Practice in the Perspectives of a Century (1945), showed that social and scientific
changes during the last century have made necessary fundamental changes in
the organization of medical services. In a society which has shifted from a
locally subsisting agricultural economy with handicraft production, to an urban,
mechanized, industrial economy with concentrated ownership in which there are
wide income variations, the traditional fee-for-service basis has proved inadequate. New health problems in ifoth rural and urban communities have developed
with which this system cannot cope. It does not permit the full and effective
utilization of medical knowledge, fails to provide high-quality medical services
for all the people, and does not adequately reward the physician for his profes-

sional services.
Urbanization and industrialization have contributed to the development of
scientific medicine and toward its centralization in the modern hospital, and have
facilitated access to medical care through the concentration of populations.
Peoples previously without contact with medical science have been brought within
the orbit of its influence, and as the medical profession has demonstrated its
effectiveness and its scientific competence has won public confidence the demand

for medical services has mounted. Simultaneously with the improvements in
medical practice brought about by the use of new diagnostic and curative procedures, instruments, and technologies, and the growing importance of the hospital,
the costs of medical care have increased and have complicated the problems of
its distribution. The maturation of medical science has at the same time led to
the development of medical specialties, which have created important professional and financial problems in the relationship between the specialist and the
general practitioner and between both groups of physicians and the patient.
Better medical science, together with improvements in the food supply and in
sanitation, has reduced mortality rates, and lengthened life expectancy, and has
thus changed the age composition of the population. Medical progress has also
lowered illness rates and improved the health of the population. By the conquest
of communicable diseases medicine has decreased considerably the disruptions
in social life brought about by disastrous epidemics. It is this very substantial
achievement of medicine that has engendered many of its present problems.
While an ever larger portion of the population is insisting on its right to
share in the advances of medicine that make longer and healthier lives possible,
medicine of quality because of its cost has become increasingly beyond the reach
of a large majority of the people. Modern medicine has proven its scientific
efficacy to such a degree that when any segment of the population is deprived of
its benefits, it recognizes that it is seriously at a disadvantage. The problems of
medical practice that are agitating the public today are therefore primarily con,?erned with the provision of a high quality of curative and preventive medical
service to all the people, whether they belong to low or high income groups,
whether they be rural or urban residents, Negro or white.
At present this ideal is far from being realized. Low income, rural, and Negro
groups now receive fewer medical and hospital services than do the high income,
the urban, and the white populations in spite of the fact that they have higher
sickness and mortality rates. The factor of prohibitive costs of medical services
under the present system is the primary cause of these discrepancies.

NATIONAL HEALTH PROGRAM

2053

Medical care cannot be considered as having reached a minimum level of
adequacy in quantity and quality until the morbidity and mortality rates of the
population as a whole have been raised to the highest rates now prevailing in
wealthy, urban, and white groups. Yet all comprehensive surveys of the extent
of medical care indicate that the proportion of illnesses attended by physicians
is smallest among members of families at the bottom of the economic scale and
that it increases as family income increases. Moreover, the trend in the location
of physicians is away from the poorer rural areas which are unable to finance
hospitals, leaving the people in these areas without adequate facilities and
services. Further, the absence of adequate medical care is clearly one of the
important causes of the fact that in 1944 while the tuberculosis death rate for
whites was 33.7 per 100,000 population, the rate for Negroes- was 106.2 per
100,00, which is higher than the white rate of 1920.
At the same time that the consumer is not adequately served it is shown by
studies of the income of physicians, that the present system of distributing medical
services does not yield, to the majority of the medical profession, financial returns
commensurate with their investment in education and training. This fact has
been obscured by the conditions prevailing during the war when there was a
shortage of physicians, but with the return of medical men from the armed
services the problem of adequate income for physicians has again arisen. The
vast majority of physicians as well as the public require reorganization of the
methods of financing and distributing medical care.
What should be the nature of this reorganization? Do voluntary prepayment
medical plans promise an adequate solution? On the basis of my research in the
preparation of the chapter on prepayment plans for medical services in my second
monograph in the series, entitled "Medicine in Industry" (1946), I have become
convinced that the multiplication of voluntary prepayment plans is wasteful
and cannot meet the medical needs of the American people.
In spite of the fact that voluntary plans have been functioning for many years,
they now offer a measure of protection against the costs of sickness to only a
small fraction of the population of the country and provide direct medical
services to a negligible percentage of the total. The publicity they have received
is entirely out of proportion to their actual accomplishment. They have been
largely expedients utilized by industry when necessary in ereas where private
medical services have been inadequate to meet medical needs requisite to maintain the uninterrupted production of goods, or have been plans by medical
societies which, except in one State, have very few subscribers. They are
expensive for what they offer the patients and far too costly to be included in
the budgets of the majority of the population. Instead of there being an
expansion in the scope of the medical services offered in these plans during
recent years, there has been a contraction, that is, most plans now provide
fewer services than did earlier 'oluntary plans. Such plans involve very difficult
problems of administration, and medical services with few exceptions, are limited
to local areas at a time when there is increased mobility of the population
from area to area. It appears to me, therefore, that those who advocate
voluntary plans as a solution to the very real problems of bringing high-quality
medical care to all the people of America, ignore the significant evidence of
their inadequacies which any survey of the functioning of present plans clearly
reveals.
Those who argue against Government participation in medicine, cannot be
oblivious to the fact that Government has been in medicine for many decades.
I have surveyed the extent of such medical services financed by local, State,
and Federal governments in my book Medical Services by Government (in press)
and have found that very vast sums are now spent in this field. The time has
come for a comprehensive national health program expanding local and State
services and bringing them within the scope of a national program.
There has been considerable increase during recent years in State expenditures
for medical care, but proponents of State rather than Federal action have
encountered substantial difficulty in realizing their objectives because State
authorities have been hesitant to introduce services that would raise State tax
rates lest industry migrate to other States to avoid payment of such taxes.
Similar difficulties have traditionally impeded efforts to increase financial
support for Government medical services on a local level.
While the financial contributions of the Federal Government to the support
of medical care through grants-in-aid have been growing both absolutely andi
relatively, there has been apparent at the same time an attempt to decentralize
the administration of the services financed by these funds, in order to permit
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wide local variations under basic national and State standards and supervision.
The ultimate application of all medical services financed by Government funds
is local, and responsible participation by local government authorities and by
local professional groups has been found to be imperative for the success of any
program.
Experience has shown that the professional aspects of medical-care programs
are best developed under the direction of medical personnel. An increasing number of physicians have tended during the last few years to orientate themselves
to the idea of government responsibility for the payment of medical care which
they previously furnished free or at reduced rates, and are showing greater
willingness to participate in government medical programs and to accept primary
responsibility for the supervision of these programs. On the other hand, when
government spend tax money for services, it is responsible to the public for the
proper allocation of these funds. For this reason government supervision of
certain administrative procedures, including fee schedules and standards of
service given, appears to be inevitable in the interest of the patients, the medical
profession, and the general public.
In recent years patients' fees in local government general hospitals have met
an increasing proportion of the operating costs of such hospitals. At the same
time, government contributions to the maintenance of volunteer hospitals have
grown, particularly during the war when it was impossible to augment existing
government facilities sufficiently to meet requirements. As patients have contributed more often and in larger amounts to their hospital and medical expenses,
they have become increasingly interested in prepayment insurance plans which
take government medical services out from under the shadow of poor-law
administration, under which they have traditionally functioned in local communities. In the controversy on the relative merits of financing government medical care by general tax funds or by contributory prepayment insurance plans,
or by a combination of both, attention must be paid to the fact that resentment
at the application of means tests to establish eligibility for government medical
services, and at the stigma of charity associated with services financed from
general tax funds, is growing. An even larger number of people are therefore supporting prepayment medical plans under the auspices of the Federal Government
such as proposed in Senate bill 1606.
In summary, my researches for these monographs, as well as for my earlier
work, Society and Medical Progress (1941), have led me to conclude that the
present organization of medical services falls far short of meeting the health
needs of the American people; that the system of voluntary prepayment plans
proposes by the opponents of the national health program are, and will continue
to be, totally unable to cope with the demands of the situation and that a
national prepayment health insurance plan under government auspices, supplemented by Federal grants-in-aid, is imperative.
The problem with which your committee is concerned has been recognized as
an acute one since the 1920's. In the interim, repeated surveys have been made
of medical personnel, of medical facilities and of health needs: administrative
experience in health problems has been acquired, particularly by the strengthening of the United States Public Health Service through the Social Security
Act; and broadening public support for a national health program has developed.
The time for legislative action has come. America now lags behind all other
Industrial countries in protecting its human resources which are the major
source of the Nation's strength. This health legislation is literally, not figuratively, a matter of life or death to millions.

The CHAIRMAN. I should also like to insert in the record a letter I

have received from Bernard Valdez, manager of the Taos County Cooperative Health Association in Taos, N. Mex.
Mr. Valdez states that the Taos experiment in prepayment medical
servicehas proven very conclusively that the only way of providing adequate medical
care for the majority of citizens in our country as well as for the great majority
of underprivileged people, is through the enactment of a national health-insurance
plan.

*

*

*

Attached to Mr. Valdez's letter is a copy of the letter he had sent to
the Washington Post commenting upon Mrs. Agnes Meyer's articles
on the Taos County Cooperative Health Association.
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(The letter referred to is as follows:)
TAos COUNTY COOPERATIVE HEALTH ASSOCIATION,
Taos, N. Mex., May 15, 1946.
Senator JAMES E. MURnaY,
Chairman,Committee on Education and Labor,
United States Senate, Washington, D. (.
HoN. SENATOR MURRAY: Attached-herewith is a copy of letter written to Mr.
Eugene Meyer, publisher of the Washington Post, relative to article appearing in
the Washington Post on April 25, 26, 27, and 29 regarding the experimental health
program of the Taos County Cooperative Health Association.
Under separate cover, I am today mailing you a mimeographed reprint of the
above stated articles.
I would appreciate it if the copy of the letter is brought to the attention of the
Committee on Education and Labor, which I understand is at this time holding
hearings on Senate bill 1606.
I believe that our experiment in prepayment medical service has proven very
conclusively that the only way of providing adequate medical care for the majority
of citizens in our country as well as for the great majority of underprivileged
people, is through the enactment of a national health-insurance plan; therefore,
I wish to take this opportunity to commend you and thank you for your efforts
in behalf of the enactment of such a bill.
Sincerely yours,
BERNARD VALDIE, Manager.
MAY 14, 1946.
Mr. EUGENE MEYER,
Publisher, the Washington Post,
Washington, D. C.
DEAR MR. MEYER: I have read with interest Mrs. Meyer's articles relative to
to the Taos County Cooperative Health Association. It is my opinion that she
has done a marvelous job of bringing out some of the most important problems
which our association faces at this time. It has been gratifying to me to see the
manner in which she has brought out the opposition presented at this time by the
local medical society.
Since the American Medical Association is at this time exerting every effort to
keep compulsory health insurance from becoming a law, and expressing themselves wholeheartedly for voluntary health plans, it appears somewhat inconsistent that, almost generally, voluntary health groups sponsored by the Farm
Security Administration, such as the one in Taos and other areas, have had to
buck local medical associations in almost every instance. At this time the State
medical society is proposing and sponsoring a voluntary prepayment medical plan
in New Mexico and has even approached officials of the Taos County Cooperative
Health Asociation with the proposal that the present association be dissolved
and that its membership be transferred to the present physicians' service group
-sponsored by the medical association.
This would lead one to believe that the American Medical Association and the
.State and local medical societies are wholeheartedly for voluntary prepayment
medical groups, but only if such groups are under the control of the medical
society and not under the control of the consumers of medical services.
It is my personal opinion that the health experiment in prepayment medical
*care in Taos County has demonstrated very definitely the need for a compulsory
health-insurance.plan such as that incorporated in the present Wagner-MurrayDingell bill.
I again wish to express my gratitude to the Washington Post and to Mrs. Eugene
Myer for bringing out so forcefully our experiences with the Taos County Cooper.ative Health Association.
Sincerely yours,
BERNAR

VALIMZ, Manager.

The CHAIRMAN. Dr. Jared will be the first witness.
Please give your full name and the medical society that you represent and your residence, and so forth.
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STATEMENT OF DR. M. SHELBY JARED, WASHINGTON STATE.
MEDICAL SOCIETY
Dr. JARED. I am Dr. M. Shelby Jared, Washington State Medical
Society in the State of Washington, and representing the Washington State medical service bureaus. My home is in Seattle and I have
practiced there since 1925 except for 31/2 years I was in the Army.
OPPOSITION OF WASHIWNGTON STATE MEDICAL ASSOCIATION

The Washington State Medical Association unalterably is opposed
to the Wagner-Murray-Dingell bill as it would create a political
system for the administration of medical services patterned after foreign philosophies, which in no wise provide the high standard of care
for the people that is administered to our own population.
DESCRIPTION OF WASHINGTON STATE MEDICAL ASSOCIATION

The medical profession of the United States is the most advanced
of any in the world, and our people as a whole receive far more effective medical care than the people of any other country. This is without doubt the healthiest country in existence.
Sponsored by the Washington State Medical Association there has
been created a complete organization structure for offering and providing medical and hospital care on a voluntary prepayment basis.
The facilities created are designated as the Medical Service Bureau,
the Washington State Medical Bureau, and the Washington Physicians Service Corp.
In June of 1917, that is when the first bureau was formed, nearly
30 years ago, a group of physicians, in Tacoma, organized the Pierce
County Industrial Medical Bureau. All were members of the county
medical society. Since 1917, 21 other service bureaus have been
organized and the State medical association, through the board of
trustees, has recommended that all county medical societies foster
similar organizations, and that all physician members of the State
association become participating members of the service bureaus.
More than 85 percent of the physicians participate in the program
through the 22 bureaus. There are only 26 medical societies in the
State and there are 22 bureaus.
Many doctors are returning from military service and most of them
will join their bureaus.
These bureau organizations wert created in a cooperative effort by
the physicians to make available to the people in the areas served a
service program whereby medical care by physicians and in hospitals
may be secured on a prepayment basis at reasonable rates. Emphasis
was placed particularly upon developing a program to meet the
needs of those in the lower-income brackets. The local service bureau
is authorized to act as agent for participating physicians and hospitals in offering their services through contracts entered into with
employers or organizations.
The Washington State Medical Bureau was organized in 1933.
The county bureaus were first started in 1917, and the State took
over complete organization in 1933.
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This corporation is owned and operated by the several county
bureaus. The State bureau serves to coordinate the activities of its
member bureaus and to promote the expansion of the services offered.
It also serves as a clearing house for the exchange of experiences and
the development of service contracts. The over-all policy, that is, the
development of a program for complete medical care on a prepayment
basis is within the declared purpose of each local corporation and
the State bureau. The general program is approved by the State
medical association, representing 24 county medical societies.
Contracts provide for rather broad coverage. Medical care, with
free choice of member physicians, is provided at the office of the
physicians, in the home, and in the hospital. Medical and surgical
treatment are provided for 6 to 8 months in any one sickness. Hospital and nursing services in wards are authorized. Under most of
the contracts this service is provided for a period averaging 6 months.
Hospitalization periods in the various bureau areas vary from 3
months to a year. The average of most of them is 6 months.
Most of the contracts authorize medicines, drugs, and the use of an
ambulance. In some instances medicines are limited to those required while the patient is in the hospital. There are some exclusions, such as chronic conditions and those existing prior to the subscriber becoming a member.
The group type of contract has been used generally and groups of
10 or more are accepted; in some instances the minimum has been
fixed at 5 or more. In the case of small groups 100 percent participation is required. In the case of the larger groups a minimum of 75
percent of those eligible is required. These contracts have been placed
through an agreement with the employer for pay-roll deduction of
premiums. In a few instances the contracts have been made through
organizations, such as labor unions. In many cases the entire cost
is paid by the employer. Generally, only employed persons have been
offered the benefits of the program.
However, all bureaus are authorized to offer coverage to members
-of the family of the subscriber. In several instances both medical
and hospital care are offered. Under some contracts hospital care
only is available to members of the family of the covered employee.
The age limit is 65 in most cases. Children under 19 years of age,
who live at home, are covered under family contracts. In some bureaus the families are provided with medical and surgical care for
so-called catastrophic conditions, in addition to hospital services.
For individuals who are members of a group-such as the Boeing
plant-the premium rates fluctuate according to local conditions and
the quantity of services offered. The lowest current rate is $1.75 per
month and the highest is $2.75. The greater number of contracts are
available for $2 per month. For family coverage the rates vary from
'$4.75 to $10 per month, depending upon the local conditions and the
services offered. This charge is computed for a family of five. Additional children receive the authorized care without cost. Employed
men and women pay the same rate.
More than 250,000 people-those are employed-more than 250,000
'employees are now serviced through the several bureaus.
It is estimated there are only 500,000 employees on pay rolls of firms
with 5 or more employees in the entire State. So we feel that we have
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50 percent of all the employees of the State covered under the bureau.
More than 250,000( people are now serviced through the several
bureaus, and the program is being expanded rather rapidly.
Most of the large industrial organizations are now covered. Many
Federal, State, county, city and school district employees are receiving
the service. Labor and iarm organizations have investigated the
program and have approved its use by their members.
It is of interest that very few contracts have been terminated.
Bureaus continue to service those who were written at or about the
time the program was initiated.
In Tacoma, there are many firms who have been subscribers to the
bureau plan for over 25 years.
Bureaus provide services to those entitled to medical aid under

provisions of the State industrial insurance law, and to those people
covered'under the State's old-age assistance and the general assistance
welfare programs. In some cases the bureaus service those coming
imder the Federal Farm Security Administration. At present the
State bureau has signed a contract with the Veterans' Administration
to provide for free choice of physicians for ambulances, illnesses, and
for examinations.
This contract was signed April 1, 1946.
The States of Washington and Oregon both signed contracts with
the Veterans' Administration.
The bureau member physicians organized an insurance company,
the Washington Physicians Service Corp. in 1944. The charter was
granted by the insurance commissioner and the organization functions
under the State insurance laws. All the stock is held by physicians,
or the local bureau organizations. More than $160,000, in capital and
surplus, is on deposit with the State government to protect subscribers.
This insurance company was formed to make our bureau system
legal in the State and to conform to the insurance laws of the State of
Washington.
We have a reciprocity between all the different county bureaus in
the State.
A man who belongs to a bureau in King County, where Seattle is
located, may receive treatment in any other county in the State in
which the bureau is organized. He may receive hospitalization in
any hospital in the State of Washington. The insurance company
guarantees the payment of the hospital charges and the doctor's fees
when the subscriber is serviced outside of his own county.
It is recognized that services performed or rendered by a physician
or hospital not under a contract of agency with the bureau of which
the subscriber is a member and for which payment is to be made
brings the transaction within the accepted definition of insurance.
The formation of the insurance corporation provides a legal facility
whereby rights of those entitled to receive medical and hospital care
away from home are assured.
All local bureaus or service corporations and the State bureau
are operated as nonprofit corporations. More than 90 percent of the
gross premiums are distributed among physicians and hospitals
servicing the subscriber members.
During the last 3 or 4 years, the overhead administrative expense
has been between 7 and 8 percent.
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Yesterday we listened to the administrative expense of the Michi-

gan plan, which was above 10 percent. Our overhead has never gone
above 9. It has averaged between 7 and 8 percent of all money
collected.
The entire program is operated and controlled by members of the
medical profession.
The bureau system in the State of Washington is increasing each
month. The peak of membership was in August of last year, and
after VJ-day, due to the reconversion of many of the industries in

the State, memberships in our bureau declined.
Now, we have regained the loss of members and are above what we
were in August of 1945. Labor has accepted the bureau in the State
of Washington. There are practically no unions in the State whose
members are not covered by our bureau. Contracts have been increasing the coverage during the last year, so that now most bureaus
write a full coverage contract in which $2.75 a month is charged, and
the patient is covered for everything except diseases for which he
was under treatment when he joined, hospitalization for tuberculosis,
hospitalization for insanity, and the treatment of pregnancy. Everything else is covered under these contracts. There is a maximum of 6
months' hospitalization, and a maximum of 8 months' treatment for
any one disease.
All bureaus of the State have a reserve to take care of epidemics.
In King County, which is the largest bureau, my home city, we
have something like 91,000 members, and a reserve of nearly $300,000
which has been accumulated over 13 years since 1933, when we were
first founded.
The bureaus are accepted by the doctors in the State. They are
loyal to it. They attempt to service the patients the best way they
know how, and the patients-subscribers-are apparently satisfied
with the kind of coverage given in the State of Washington.
And we feel that if such a plan were in effect all over the United

States, the need of any compulsory prepayment plan would be nil,
as far as the country is concerned.
That, in brief, Mr. Chairman, is the plan of the Washington State

medical service bureaus.
The CHIAIRMAN. The Senator from New Jersey is anxious to go to

the floor, and if it will be satisfactory to you, Senator, we will call
Dr. Baehr and suspend the cross-examination of the witness until after
the Senator from New Jersey finishes with Dr. Baehr.
Senator DONNELL. Mr. Chairman, in view of the fact that Dr. Jared

desires to catch a plane out, if he can, and the committee is very anxious to accommodate him. Doctor, just before you leave the stand
could you tell us whether or not you could provide us with a copy of
each of the major forms of contracts used by your bureaus ?
Dr. JARED. Yes.

We would be happy to do that, Senator.

Not only the contracts, but the literature that is distributed among
the employers and the employees.
Senator DONNELL. Would you be kind enough to do that in the
next 10 days?
Dr. JARED. Yes, sir.
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Senator DONNELL. There is no further cross-examination by myself,

Mr. Chairman.

The CHAIRMAN. You.will be excused, Doctor.

Thank you very much for your testimony.
Dr. Baehr, you may proceed.
Senator SMITH. Might I suggest, before the doctor presents his
statement, that he give a little outline of his own background, and the
academy of medicine which he represents, and the work the academy
has been doing in connection with the subject of general health.
The CHAIRMAN. That will be entirely proper, Doctor; you may do so.
STATEMENT OF DR. GEORGE BAEHR, PRESIDENT, NEW YORK
ACADEMY OF MEDICINE, ACCOMPANIED BY DR. IAGO GALDSTON,
SECRETARY OF THE COMMITTEE ON MEDICINE AND THE CHANGING ORDER, NEW YORK ACADEMY OF MEDICINE
Dr. BAEHR. Some of the material you are requesting is incorporated

in the statement which I am about to make. The academy has been
concerned for a great many years with the improvement of medical
care, of medical education, and of public health in the interest of the
people, not only of our community and State but of the Nation.
It is in constant activity, serving upon request local, State, and
National organizations, both governmental and voluntary. It provides consulting services on problems of public health, medical care,
and medical education to such national as well as local and State
organizations.
It provides opportunities for continued medical education, not only
to the physicians of the area in which it is located but in adjacent
States, and to physicians coming from foreign countries. It does not
concern itself with the medical economics nor does it seek to protect
self-interests of the medical profession. its activities are carried on
wholly in public interest, and in that spirit it has undertaken the
studies which I am about to report.
Senator SMITH. Are you a, part of the American Medical Associa-

tion or are you independent of that entirely ?
Dr. BAEHR. Entirely independent although most of our members,
like most physicians in the United States, are fellow members of the
American Medical Association. I am the president of the academy
and clinical professor of medicine at Columbia University, and chief
of medicine in the Mount Sinai Hospital, New York.
Senator SMrrH. I note the title is, "New York Academy of Medicine."
That does not mean your academy is limited to New York City or
New York State, as I understand it
Dr. BAEHR. Its membership is broad, although most of its fellows

reside in or near New York City. The fellowship is quite widely
distributed throughout the United States from coast to coast, although
centered chiefly in New York and adjacent States.
The CHAIRMAN. Doctor, you practice at Mount Sinai Hospital in

New York, do you ?

Dr. BAEHR. I have been in the practice of medicine in the city of New

York for about 37 years, and I am chief of medicine at the Mount
Sinai Hospital.
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The CHAIRMAN. That is the same hospital that Dr. Boas is at?
Dr. BAEHR. Yes, sir. He is a member of my staff.
The CHAIRMAN. Thank you.
Dr. BAEIR. I deeply appreciate this opportunity to present the

recommendations of the New York Academy of Medicine concerning
bill S. 1606. We have not yet had an opportunity to give S. 2143 the
detailed study which it deserves, for I received a copy only last week
after our deliberations on S. 1606 had been completed. I am, therefore, not prepared as yet to express an opinion concerning S. 2143 on
behalf of the academy, although I have some personal feeling about it.
The CHAIRMAN. Doctor, at some later time, the committee would be

glad to receive from you an analysis of that bill.
Dr. BAEHR. Yes.
The CHAIRMAN. It would be very helpful to us. Thank you.
Dr. BAEHR. For the information of the members of the Senate Com-

mittee on Education and Labor, I wish to explain that the academy,
which was founded about 100 years ago, is dedicated to the advancement of medical education and research and to the improvement of
public health and medical care.
It maintains one of the largest medical libraries in the world, second
only to that of the Surgeon General of the United States Army. Its
membership is composed of distinguished practicing physicians and
medical scientists from the New York area and from many of the
adjacent States. Although the great majority of the academy's 2,400
members and fellows are members of the American Medical Association, the academy is an entirely independent organization, not related
to any of the constituent societies of so-called organized medicine.
I appear before you not only as the representative of the academy
but also of its special committee on medicine and the changing order.
This committee was established by the academy 32 years ago to make
an intensive study of the many problems of medical care which have
been and still are being created by the rapid progress of medical
science and the changing world in which we live.
It includes in its membership a large percentage of nonmedical
persons representing various elements of the population. The comSmittee has spent hundreds of hours in deliberation, collectively and
in subcommittee meetings, at which groups of experts have studied
and dealt with specific phases of problems confronting present-day

medicine.
It has been our desire, like yours, to find the best means of bringing
the modern benefits of preventive and curative medicine to all the
people of our country, rural and urban. We are not interested in preserving the status quo of medical practice. We are quite prepared
to consider any changes in the methods of rendering medical services
and in the methods of payment for medical care which may be better
for the people.
The work of more than 3 years of the academy's Committee on Medicine and the Chatiging Order has been completed and its report, which
is now in preparation, will be published in the fall, we hope by September.

You will, I feel certain, find it unbiased and constructive.

The academy is fully cognizant of the many lacks in medical care
which now exist in the United States and which most certainly are in
need of urgent remedy. We are in complete agreement on the principle
8590---46--pt. 4-11
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that the health of the people is a matter of national concern and that
every effort should be made to provide all our people with adequate
medical care. However, we are mindful of the great achievements of
modern medicine, which have been effected, particularly-during the
last 40 years, under the prevailing system of medical practice. By
the side of the many admitted inequities in the distribution of medical
care stands the attested fact that no nation of comparable size and
complexity, with as many varieties of circumstances under which its
people live and work, has attained as much in fostering the health
of its citizens.
OPPOSITION TO S. 1606

From our experience and our study of the problem, we feel certain
that title II of S. 1606 which deals with national compulsory medical
insurance will result in abrupt, Nation-wide changes in medical practice which will destroy much of that high standard of medical care to
which we have become accustomed in this country during the last 40
years, and which we take for granted. We are convinced that the
objectives which the proponents of this bill have in mind, and which
we share, can be achieved more quickly and mofe effectively by procedures that are far less hazardous. I shall present our recommendations after a brief consideration of the other sections of this bill.
We are substantially in accord with the provisions of. the HillBurton bill, S. 191, which deals with the construction of hospitals and
health centers through Federal grants-in-aid to the States. The proposal for a careful preliminary determination of the needs of the

various States and of their medically underprivileged areas is to be

commended. To function effectively, such newly constructed rural
and other hospitals and health centers must be adequately staffed
with competent personnel. But we wish to point out that at this time
there is not available, and the immediate future does not promise to
provide, a large enough number of trained and experienced personnel
to warrant a rapid expansion of hospital facilities.
In title I of S. 1606, we endorse in principle the proposed expansion
in public health, maternal and child-health services, and medical care
for needy persons through grants-in-aid to the States. Whatever
expansions are undertaken in these fields should be developed in relation to existing facilities now operated by State and local agencies,
official and voluntary, many of which are excellent.

More effective progress can be made in the field of maternal and child

health by determining the areas of greatest need and concentrating
the corrective measures where they are most needed, than by dissipating limited assistance over that large part of our population which is
well served by its own local facilities.
We also endorse in principle the proposal to advance and support
medical education and medical research. Here, too, governmental aid
to medical education and research should be of such a character that
it fosters and supports, but does not direct or dominate. For this rea-

son, the academy approves the Magnuson-Kilgore bill now before the
Congress, which has the support of practically all men of science.
Returning now to title II of the bill (S. 1606), which is entitled
"Prepaid Personal Health Service Benefits," I must inform you that,

in the public interest, the academy is definitely opposed to its enactment on the grounds that national compulsory medical insurance at
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this time would lead to unfortunate results affecting the health of the
public, and the science as well as the practice of medicine.
The proposed scheme of prepayment of medical costs based upon
the enactment of compelling legislation through the collection of a
tax on pay rolls is deceptive in its simplicity.
SHORTAGE OF DOCTORS AND FACILITIES

Unfortunately, payment for medical care through insurance represents only a fragment of the problem. It is far easier to collect the
insurance premiums than to deliver the services. An adequate number
of competent physicians is not. available to provide the medical services promised to the people of this country in return for their substantial contributions under this bill. It would take many years to develop
the necessary educational facilities, to train the required number of
physicians, and to endow them with an adequate measure of professional competence in their various special fields.
DETERIORATION OF QUALITY

National compulsory medical insurance cannnot create the services

essential for improving and extending medical care and it is most
certainly incompetent to raise the quality of medical practice. On
the contrary, there is a wealth of experience which shows that under
compulsory medical insurance on a Nation-wide scale though a larger
number of people receive medical care, the quality of medical services
rendered by the individual physicians tends to decline. This deterioration in medical services results from the fact that the direct payment
for medical services by a third party, the insurance fund, introduces
a fundamental disturbance in the attitude of both the subscribers and
the doctors. The patient is tempted to demand more attention than he
requires. Still more serious is the temptation presented by the scheme
to the practitioner to add to his income by rendering unnecessary
services.
Under present method of payment, the financial rewards for volume
of service and the pressure of patients constitute a combination of influences which is difficult to resist. The inevitable result is superficial
performance. This has been the recent experience in New Zealand
and it has been our own experience in the operation of workmen's
compensation insurance in New York State. I happen to have been
the secretary of a governor's commission to revise the provisions of
Workmen's Compensation Act some years ago, and can discuss at
first hand the experience we have had.
This observation is especially true when physicians are paid an
individual fee for each service, one of the methods of remuneration
authorized under S. 1606. which I can assure you, if put to a vote by
the medical profession, will be desired by at least 95 percent, because
they are accustomed to that method of remuneration.
The alternative method of payment, namely, capitation, whereby
an annual stipend is paid to the physician for each insured patient
on his list, likewise produces objectionable results. When the financial
reward is fixed, some physicians are tempted to render as little service
as possible.
Immediate application of compulsory coverage of the entire lowincome population would also have serious implications upon medical
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education, upon which the future standards of ,medical services for
our people so largely depend. Sudden Nation-wide coverage would
also disrupt the graduate training of hospital interns and residents
upon whom we must depend to meet our ever-growing need for internists, surgeons, and qualified specialists under any expanded system
of medical care.
These are not matters to be taken lightly if our people are to be
well served medicaly.
However, we feel sure that medical services under a prepayment
system can be worked out under carefully planned local and State
controls. At the present time, we in the United States do not know
how best to develop comprehensive medical insurance which will meet
the needs of our people, nor what adjustments must be made to protect
medical education and medical standards. We lack experience not
only from the actuarial angle, but, what we at the academy consider
still more important, from the service aspect.
As a result of our studies, we are convinced that the problems involved in the improvement and extension of medical service to the
people of the United States are numerous and diverse; and that the
ways to their possible solution are, and must be, of many kinds. The
States differ widely in the nature and degree of their deficiencies
in medical care; there are extreme differences between various parts of

each State and certainly between rural and urban areas which call
for different methods of treatment.
SUPPORT OF EXPANDED GRANTS-IN-AID

We, therefore, recommend that you abandon this plan for im-

mediate Nation-wide compulsory medical insurance and frame an
entirely new bill that will provide a reasonable program of Federal
grants-in-aid to the States for the study and development of State
and local programs of medical care, which are designed to meet local
needs and which conform to acceptable standards of medical service.
In this country the provision of general medical care has always
been a local responsibility except for such conditions as medical disorders and tuberculosis, which require prolonged hospitalization.
The major existing deficiencies in local medical facilities and services
can best be corrected by providing sufficient State and Federal assistance to raise local medical resources to a desirable level. Entirely
different procedures will be required in some rural areas than in
urban centers, and not all urban communities need identical treatment.
The principle involved in our proposal is identical with that employed in the Hill-Burton bill (S. 191) for aid to the States in the
construction of needed hospitals and health centers.
The proponents of the Wagner-Mu.rray-Dingell bill have accepted
this principle in title I of S. 1606. In S. 191 provision is made for the
preparation of State-wide hospital surveys under competent auspices
and for the subsequent development of hospital facilities needed by
local areas. We propose that a parallel program of Federal and

State assistance be followed in regard to medical care.
As a major feature in the proposed medical-care program the academy recommends, among other things. that voluntary, nonprofit insur-
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ance be given a thorough trial as a means of providingmedical services
to low-income families.
At the same time it recognizes that plans of this nature cannot be
expected to solve the entire problem and that when private resources
are inadequate Government support, preferably in the form of Federal
or State grants-in-aid, will be required.
SUBSIDIZATION OF VOLUNTARY PLANS

Governmental assistance will also be required for the payment of
insurance premiums or other subsidies for the indigent and the unemployed. Such assistance would assure a.reasonable measure of financial stability to local or State-wide voluntary nonprofit plans and
would provide an opportunity to require high standards of medical
service.
EXPERIMENTAL COMPULSORY HEALTH INSURANCE BY STATES

The academy holds, further, that it may be desirable to conduct an
experiment in at least one of the States with compulsory Government
insurance, so that we may have in the near future comparable experience with the relative values of voluntary and compulsory procedure.
SUPPORT OF GROUP MEDICAL PRACTICE

In order to niprove the quality and the scope of medical care under
-any system of payment, the academy favors not only a revision in
medical education but the gradual extension of group medical practice. Under this form of practice doctors conduct a joint enterprise
in medical care in close cooperation with high-grade hospitals or
health centers which are affiliated with a nearby hospital, and they
share a common plan of remuneration and responsibility for the services which they ,render. Even these physicians who settle in rural
communities should eventually be able, under a well-planned system
of medical care, to retain or to establish such a relationship to a
medical center.
Group medical practice. of which there are already many examples
in the United States, promises far-reaching improvements in the
organization of practitioners and specialists under more modern conditions of practice.. Under this system, the central facilities and
the combined training and experience of the entire medical group
are at the disposal of the general practitioners associated with the
unit.
Under a prepayment system, independently practicing physicians
will in this country, almost universally prefer the fee-for-service
method of remuneration, whereas medical group practice units will
accept or even prefer the capitation method of payment. The group
is able to use its annual prepaid income from subscribers more economically and efficiently than an equal number of independent physicians. Group practice can provide complete medical service for
preventive and curative medicine which people of low and even
medium income cannot afford under our present system of "solo"
medical practice. It is to the distinct advantage of medical practice
groups remunerated by annual per capita payments to apply all
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modern measures for the prevention of disease so as to reduce their
operating costs. Group medical practice offers new opportunities for
the advancement of preventive medicine and the earlier recognition
and cure of disease.
Unfortunately, there are too few medical practice groups in operation at present to influence the general quality of medical care, and
we feel sure that the organization of any large part of the medical
profession into groups will not be materially enhanced by title II
of S. 1606.
That has been the experience recently in New Zealand.
Group medical practice can be developed widely only through local
medical initiative and local public encouragement based upon plans
for medical care which are designed to meet local needs.

It is essential, moreover, that medical group practice be organized
also in relation to teaching hospitals so that medical school and
teaching hospitals may train doctors not only in the science of medicine but in this more modern and better form of medical practice.
For these and other reasons, it would be eminently desirable that
local and State plans provide a special measure of incentive for the
wider development of group medical practice related to qualified
hospitals and their affiliated health centers.
It is impossible to go into more detail at this time, but enough has
been said to indicate the nature of the intricate problems of medical
care and medical education into which any widespread system of
prepayment, if applied suddenly, will plunge us.
What this country needs at this time is not an over-all national
compulsory scheme applied as a panacea to all or to most of the
people, without regard for its implications upon the delivery of medical services and the protection of existing standards.
As a result of our studies and experience, we are convinced that
an evolutionary transformation of medical practice is necessary if
the full benefits of modern medicine, and especially of preventive
medicine, are to be made more freely available to the people.
Our proposals are designed to accomplish this objective in an orderly
manner throughout the country through a variety of projects by
smaller units at State and local levels.
The CHAIRMAN. Any questions, Senator?
Senator SMITH. Yes; I would like to ask the witness a few questions.
REPORT OF THE NEW YORK ACADEMY OF MEDICINE

Doctor, you mentioned in the early part of your statement here a
report that the academy is about to get out on medicine and the changing order, and I wonder if you would give us for the record, the
high spots of the subject that purports to be covered, and its relation
to this subject we are discussing now.
Dr. BAEHR. The final report, with constructive recommendations of
the committee, will appear in the fall in a volume which will be about
the size of the volume issued a short time ago by Harvard University
on Education in a Free Society, a volume of about 75,000 or 80,000
words.

It will be as complete and as definite in its constructive recom-

mendation as we can make it without actually drawing up sample

legislation.
I
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In adition, the work of the committee, over 3 years, has resulted
in the preparation of 12 monographs, 5 of which have been published
and are available for your inspection.
I will read the titles and the authors. You can see from the list of
authors we have not sought advice and assistance from any one group
of thinkers in the medical profession.
The first published volume was a Future for Preventive Medicine,
by Dr. Edward J. Stieglitz. He is consultant in gerontology, National Institute of Health.
The second is, Government in Public Health, by Dr. Harry S. Mustard, DeLamar professor of public health practice and director,
School of Public Health, Faculty of Medicine, Columbia University.
The next is, Nursing and Nursing Education, by Agnes Gelinas,
registered nurse, professor of nursing and chairman of Skidmore College Department of Nursing, New York Postgraduate Medical School
and Hospital.
The next is, American Medical Practice in the Perspectives of a
Century, by Bernhard J. Stern, Ph. D., lecturer in sociology, Columbia University, and visiting professor of sociology, Yale University.
There are two other volumes by the same author-Medicine in Industry, and Medical Services by Government.
Medical Education and the Changing Order, by Raymond B. Allen
M. D., dean of the University of Illinois Medical Schools, and as o
September 1, 1946, president, University of Washington.
The American Hospital, by Dr. E. H. L. Corwin, executive secretary, Committee on Public Health Relations, the New York Academy of Medicine.
The Health Insurance Movement in the United States, by Nathan
Sinai, doctor of public health, professor of public health, University
of Michigan.
Dentistry, by Malcolm W. Carr, dental surgeon on the staff of many
hospitals in New York, and lecturer in oral surgery, Graduate School
of Medicine, University of Pennsylvania.
Medical Research,.by Richard H. Shryock, Ph. D., professor of
history, University of Pennsylvania.
Rural Health and Medical Care, by Dr. F. D. Mott, senior surgeon
in the United States Public Health Service, chief medical officer of
the Farm Security Administration, Chief of the Health Services
Branch of the Office of Labor, with a coathor, Dr. M. I. Roemer,
assistant to the chief medical officer, Farm Security Administration.
Five essays have also been prepared on specific problems and will
be published shortly.
One is on Chronic Disease, by Dr. Ernst Boas.
Another is Medical Social Service, by Miss Harriet M. Bartlett.
Ethical Factors in Medicine, by Dr. James Alexander Miller.
Psychosomatic Medicine, by Dr. Louis Hamman of the Johns Hopkins Hospital, Baltimore.
Convalescence and Rehabilitation, by Col. Howard A. Rusk, M. D.,
editorial writer, the New York Times.
This will give you an indication that the work has been done very
seriously over a period of years and that it has now come to completion. I think you will find the final summary report and its recommendations most useful when you see it in its final form in the early
fall.

2068

NATIONAL HEALTH PROGRAM

Senator SMrrH. Doctor, was the committee you referred to, the com-

mittee on medicine and the changing order, limited to physician members of your organization or did you have others on the committee to
advise with you on that?
Dr. BAEHR. We had a large working committee consisting of vari-

ous elements in the general population, not only from our own area,
but from other parts of the country.
Senator SMrrH. Have you a list of the committee members with you

that we could put in the record ?
Dr. BAEHR. I will give you this list.

Do you want me to read the names ?
Senator SMITH. I think it would be interesting to indicate the type

of people that work with you.
Dr. BAEHR. Dr. Malcolm Goodridge was chairman; Dr. Donald B.

Aldrich (Donald B. Aldrich is a minister) ; Dr. Harry Aranow; Dr.
David P. Barr; Mrs. August Belmont: Dr. Robin C. Buerki; Dr.
Malcolm W. Carr. Not all are doctors of medicine. Dr. Arthur F.
Chace; Dr. Henry Sloane Coffin-Senator SMITH. Was that the Dr. Coffin who was formerly presi-

dent of the Union Seminary, New York?
Dr. BAEHR. Yes. Dr. Howard Craig; Dr. Jean A. Curran; Dr. Con-

dict W. Cutler, Jr.; Mr. John W. Davis

Senator SMITH. Is that the Mr. Davis who was formerly a candi-

date for President of the United States?
Dr. BAEHR. Yes, sir.

Mr. Julius Emspak; Miss Katherine Faville;

Mr. Homer Folks; Mr. Walter S. Gifford; Dr. Edward S. Godfrey,
Jr.; Dr. Edward S. Godfrey is commissioner of health of the State of
New York; Dr. Alan Gregg; Dr. Joseph C. Hinsey; Mr. Franklin
B. Kirkbride; Dr. Shepard Krech;-Dr. Henry E. Meleney; Dr. James
Alex. Miller; Dr. Harold R. Mixsell; Dr. Claude W. Munger. Some
of these are hospital experts. Dr. Bernard S. Oppenheimer; Dr.
Walter W. Palmer; Mr. Louis Pink-he is the president of the Blue
Cross plan in New York; Dr. Eugene H. Pool Dr. Robert E. Pound;

Dr. Tracy J. Putnam; Dr. Willard C. Rappleye; Dr. Paul Reznikoff;

Dr. Thomas M. Rivers; Miss Mary M. Roberts; Dr. Donald Sheehan;

Dr. Richard H. Shryock; Dr. Wilson G. Smillie; Dr. Ernest L. Stebbins, who is now, or will shortly be, the head of the School of Public
Health of Johns Hopkins University; Dr. William S. Tillett; Dr.
Edward Tolstoi; Dr. J. Raymond Walsh; Miss Grace Warman; Dr.
Herbert B. Wilcox; Mr. Leo Wolman; Dr. I. Ogden Woodruff; Dr.
Iago Galdston.

In addition, experts in the various fields of medicine, nursing, dentistry, social work, rural medicine, economics, and so forth, were
brought in to work with the committee, not only to talk to the committee and confer with them but actually to sit in with the committee
and the various subcommittees on actual work upon the various parts
of the program.
Senator SMITH. Doctor, in our study of the proper kind of legisla-

tion-as you are aware, we have the Murray-Wagner-Dingell bill.
which presents one philosophy, and an alternate bill, which you did

not comment on. and which presents the theory of grants-in-aid to
the States.
Considering this matter of what is the right approach, am I correct
in my assumption that your committee would be glad to give us your
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advice with regard to the form of legislation which you believe will
give us the most effective plan?
Dr. BAEHR. Yes, sir.
Senator SMITH. Have you considered legislative approaches other

than the study of these bills submitted to you ?
Have you considered legislation .by your own group ?

Dr. BAEHR. We have not gotten down to the point where we have
actually framed legislative proposals except in a general manner; but,

if requested, we will be glad to assist those more competent than we are
to frame such legislation with whatever advice and factual data may
be of assistance to them.
Senator SMrrIr. And you would be willing to examine these proposals which are now before us ?

Dr. BAEHR. We have done such a thing before. At the request of
the Governor of the State of New York some years ago members of
the academy serving on a committee to revise the medical provision
of Workmen's Compensation Act actually sat down with legislative
draftsmen and prepared the bill which was subsequently adopted by
the State legislature.
Senator SMrr. Was that Governor Lehman, of New York?
Dr. BAEHR. Yes.
The first commission which uncovered the abuses of the Workmen's
Compensation Act was under Roosevelt, and the commission on which
I served as a member and as secretary, and which prepared corrective
legislation, was under Governor Lehman.
Senator SMITH. Those are all the questions I have.
EXPERIENCE IN OTHER COUNTRIES

Senator DONNELL. Doctor, you stated in substance that there isa wealth of experience which shows that under compulsory medical insurance
on a Nation-wide scale, though a larger number of people receive medical care,
the quality of medical services rendered by the individual physicians tends to
decline.

Do you have with you, Doctor, any comments along the line that I
have just quoted from anyone else indicating his or her opinion along
that subject?
Dr. BAEHR. I have here a comment from Herman Levy, author of

a rather exhaustive review of British experience with compulsory
health insurance, who concludes:
It would be best to try to build up and reorganize sickness insurance in this
country, not from the roof but from the ground.

National Health Insurance is the title of the volume, published
in 1944, and that statement is at page 355.
I also have here some pages from the British Lancet, which is an
independent medical journal not under the control of the British Medical Society, in which serious criticisms are made concerning national
compulsory medical insurance in New Zealand.

The Lancet report

states that the experience in New Zealand has failed to solve the
problem as toHow to reward the able and conscientious doctor who may make fewer but
more useful attendances than his less efficient or less scrupulous colleague, and
how to insure that the social security funds are not threatened with bankruptcy
by claims for an ever-increasing number of items of service.
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Stating that'New Zealand will have to find a solution to the problems which we have failed to solve.
The reporter for the Lancet states:
My impression is that standards have fallen and that the economic motive in
general practice has become even more predominant than before.

This relates to a compulsory Nation-wide insurance with an option
by the physicians as to the type of payment that they prefer to receive,
an option similar to S. 1606.
He states that-economic motive in general practice has become even more predominant than
before. The younger men and women are tempted into general practice by the
high and easy rewards. As the effect of high taxation begins to be felt, they
tend to go easy or to give up general practice altogether.

In the volume by Simons and Sinai, which is very well known,
I am sure, to the members of this committee, the statement is made:
When insurance systems are being urged upon governments, one of the strongest arguments offered is that improvement in general health will follow prompt,
universal medical care. After the system has been adopted one of the most
amazing things to the outside observer is the almost complete absence in the
vast volume of discussion of any reference to public health in relation to insurance. * * * At no point has the disappointment been greater than in the
failure of insurance as'a preventive measure.

We believe, however, that the latter deficiency can be corrected if
we can experiment with local programs. iewer methods for rendering medical services can be developed under State and local plans
which will provide preventive services and point the way to a future
Federal program of medical care.
There is also the statement in Dr. Sinai's volume:
Insurance institutions are usually built in haste and patched ever after.

And it is because of that feeling that the academy has attempted
to provide a program of action which will reach the objectives of the
proponents of the Wagner-Murray-Dingell bill in a somewhat slower
but more orderly manner. We think this objective, medical care of
high standard, can be achieved with our proposals more rapidly and
more effectively than with bill S. 1606.
Senator DONNELL. Doctor, you referred in the concluding sentence

to Dr. Sinai's book. I take it you are still referring to the work by

Drs. Simons and Sinai?
Dr. BAEHR. Simons and Sinai.
Senator DONNELL. Those twe gentlemen are on the research staff

of the committee on the study of dental practice of the American
Dental Association.
Dr. BAEHR. They were at one time, when they published that
volume.
Senator DONNELL. And that volume is the one I hold in my hand,

The Way of Health Insurance, under the byline "The University of
Chicago Press."
Dr. BAEHR. Yes.

Senator DONNELL. And the work by Dr. Herman Levy, National
Health Insurance, 1944. Is that regarded generally, Doctor, as an
authoritative bookV
Dr. BAEHR. Yes; it is.
Senator DONNELL. It stands high ?
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Dr. BAEHR. Yes.
Senator DONNELL. Yes, sir.

Doctor, you referred several times to New Zealand. Do you have
with you any statements either in press or otherwise with respect to
the experience in New Zealand other than what you have read ?
Dr. BAEHR. Yes. I have a number of pages from the British Lancet
and I have here an article

Senator DONNELL. May I interrupt to ask you, Doctor, just a second,
what was the date of the Lancet from which you read a few minutes

ago?
Dr. BAEHR. December 2,1944, and December 9, 1944.
And I have also an article published in the New York Times of February 17, 1946: New Zealand's Free Medical Service, which confirms

for-the most part, the statements made in the Lancet article of 1944.
Senator DONNELL. Would you mind reading that article? It is not

very long, is it, from the New York Times ?
The CHAIRMAN. Could you insert that in the record?
Dr. BAEHR. I would be glad to insert it in the record.
Senator DONNELL. I think it would be well if we could hear it.
Dr. BAEHR (reading):
New Zealand, with a population of about 1,000,000 and an area about twice
that of the State of New York, passed a social-security act in 1938. Provisions
were made for the mentally afflicted, maternity benefits, general hospitalizationall gradually introduced. By,1941, medicines were provided and limited medical
service was extended. Home nursing was added in 1944.
Reports have reached this country of racketeering, strikes of physicians and
general failure. To American organized medicine, New Zealand has, therefore, become a shining example of what we may expect if such measures as the
Wagner-Dingell-Murray bill are passed and the recommendations made by
President Truman are heeded.
Dr. Michael Davis, chairman of the committee on medical economics, finds but
little truth in these reports. Neither the citizens nor the physicians of New
Zealand are dissatisfied with the act of 1938, he claims.
SMALL-SCALE SERVICE

If there has been occasional racketeering it is because so many physicians were
drafted into the armed forces, a loss that a country with no more than 1 doctor
to 1,100 people could not stand. In 1943-44 general practitioners received only
about $3.15 per capita of the population, a figure which indicates that there cannot be wholesale profiteering and that the service provided for under the system
is of the small-scale kind.
Ultimately medical care will be public, like education, and a special socialsecurity tax will be levied to pay the bill. There is no such protest against the
principle, as we have been told, either on the part of the doctors or of the public.
But New Zealand seems to have proceeded in an inept way, with the result that
the Government and the medical profession strongly distrust each other.
After New Zealand considered social security, the local medical association
came out for a complete tax-supported medical service for the indigent, plus
contributory insurance for those in small-income brackets, and for hospital care
and special services only. Inadequate as this is, it indicates a recognition of
social needs.
VIGOROUS CAMPAIGN

Discussions with the Government came to nothing. Feeling ran so high in the
election of 1939 that medical association leaders campaigned unsuccessfully
against the Labor candidates. New Zealand then determined to adopt the British
system of paying doctors an annual fee for each patient served. Only about 1
doctor in 15 fell in line.
Thereupon the doctors demanded the preservation of the traditional fee-forservice system of payment on the basis of 10 shilling 6 pence per visit. The Gov-
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ernment yielded to the extent of 7 shillings 6 pence. The medical association
set up no standards and the' Government imposed no adequate financial controls.
As a result, the abuses grew of which we have heard.
Reforms are clearly in order, and that they will be made there can be no doubt.
New negotiations have been opened between the Government and'the medical
association, not for the purpose of abolishing the public health service, but rather
for the purpose of improving it.

That report is really a quotation from Dr. Michael Davis' statement
which is in direct contradiction to the statement of the investigators of
the British Lancet, who made their investigations locally on the
scene in New Zealand.
There is also a report entitled, "Medical rackets grip New Zealand,"

in the New York Times, October 7. 1945, with the subheading "Government weighs scrapping of free physician service-bills thickly padded." This report is made by a local investigator for the New York
Times in New Zealand.
That report states:
Because of abuses, the Government is seriously considering whether New
Zealand's free physician service will be continued, Health Minister Arthur
Nordmeyer said last night in the House of Representatives.

And then it goes on to discuss in a manner quite different from Dr.

Michael Davis, the difficult impasse to which the public and the med-

ical profession has come.
Senator DONNELL. Pardon me. Dr. Michael Davis is associated with
Mr. Isadore Falk, is he not
Dr. BAEHR. Yes.
The CHAIRMAN. In what manner is he associated with Isadore Falk?
Dr. BAEHR. Consultant and adviser to the Spcial Security Board.
The CHAIRMAN. Official consultant and advisor of the Federal

Security ?
Dr. BAEHR. I do not know whether he is in the employ of the Federal
Security Agency or not, but I believe he is an adviser and consultant
to the Social Security Board.
The CHAIRMAN. Some times these departments of the Government

have advisory committees made up of men in the particular line involved in their work.
Dr. BAEHR. I believe he is consultant either to the Federal Security
Agency or the Social Security Board officially.

The CHAIRMAN. Officially.
Dr. BAEHR. Yes.
Senator DONNELL. Doctor, may I interrupt just for a moment more.
You were reading from the New York Times of October 7, 1945.
In that connection, Iwill ask you if you are acquainted with an organization known as the Brookings Institution.
Dr. BAEHR. I am.
Senator DONNELL. It stands very highly?
Dr. BAEHR. It does.
Senator DONNELL. Have you seen a very recent volume, entitled

"Relief and Social Security," issued by Lewis Meriam in 1946, the
Brookings Institution, a copy of which I have in my hand?
Dr. BAEHR. I have not seen it.
Senator DONNELL. You know, however, that the Brookings Institution stands, as I have indicated, very high?
Dr. BAEHR. I am thoroughly familiar with the Brookings Institution.
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Senator DONNELL. I would like to read these three sentences into

the record in connection with this article from the New York Times,
which the doctor has read from:

The Nbw York Times of October 7, 1945, reported that the Minister of Health of
New Zealand had stated in the House of Representatives that because of abuses
the Government is seriously considering whether free physician services will be
continued. It admits widespread racketeering which followed the institution
of a system under which a New Zealander may consult a physician as frequently
as he likes, and the doctor can collect a fee for each visit. The costs are running
far higher than the Government had anticipated when it instituted the system,
and they constitute a serious.drain on the social security fund. Placing physicians
on salary is one of the possibilities under consideration.

That is at pages 548 to 550 of this volume, 1946, issued by the Brookings Institution, entitled "Relief und Social Security."
Pardon me, Doctor. Will you go right ahead.

Dr. BAEHR. I can read two paragraphs which bear upon that from

the New York Times of October 7, 1945.
The National Medical Council, which has listed numerous abuses, including
"overconsultation," the speedy examinations of patients, some at rates of $12
an hour, payment of $6,000 a year for one afternoon's work and the charging of
a fee for each patient seen on visits to institutions for the aged and the invalid,
has been attempting to persuade the Health Ministry to curb these practices.
"Government leaders have retorted that the present income taxes, which go
as high as seven-eights of all earnings, enable the Government to recover most
of the money paid to such doctors. The Health Ministry has nevertheless concealed the doctors' high earnings from Parliament, disclosing only the sums paid
from the social security fund to unnamed individuals and ignoring the fact that
the present system means that patients must meet at least three-tenths of the
cost of each consultation.
Because the Government has failed to institute a system of surgical care unless
the patient can be admitted to overcrowded, public financed hospitals, doctors
have conspired with persons entering private hospitals to help build substantial
State-aid towards the payment of surgical fees, it has been charged.
The Government, which originally strove to employ physicians on the basis
of a fixed annual fee for each patient, is believed determined to put doctors on
a fixed income. Parliamentarians emphasize that since free medical care beg~ui,
New Zealand has created the biggest hospitalization set-up in the world.

Senator DONNELL. Doctor, this plan of payment to some on a capitation basis and to others on a fee-for-service basis is in S. 1606 now
before this committee, is it not ?
Dr. BAEHR. S. 1606 gives doctors the right to choose the method of
remuneration which they prefer. In title II it gives the option to
the medical profession to determine how they would be paid.
The CHAIRMAN. You think the medical profession would adopt the
fee-for-service plan ?

Dr. BAEHR. I think at the present time at least 95 percent of the
medical profession would choose the fee-for-service plan.
Senator DONNELL. Doctor, you also stated in your testimony:
The inevitable result is superficial performance. This has been the recent
experience in New Zealand and it has been our own experience in the operation
of workmen's compensation insurance in New York State.
WORKMEN'S COMPENSATION INSURANCE

Would you give us a little further of the experience which you personally are informed of, of the operation of workmen's compensation
insurance in New York State as bearing on determining the "superficial performance" of medical services, which results?
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Dr. BAEHR. In the past medical services under the Workmen's Compensation Act has been so bad in New York State that it has been
necessary repeatedly to adopt amending legislation. In spite of repeated patching workmen's compensation work fell into such bad

odor that the better element of the medical profession preferred not to
handle it, and it gravitated more and more to the inferior type of
physician. Bills were padded. Unnecessary treatment was multiplied. It is an excellent demonstration that a system of individual
fees for each individual service is exceedingly difficult to control even
under workmen's compensation.
Attempts have been made by medical societies to control the abuses.
To some extent they have been successful, but not wholly, as was evidenced about 2 years ago when widespread racketeering and feesplitting was disclosed by a Moreland State Investigating Commission.
The CHAIRMAN. It is criticized by the recipients of the service as
well as by the profession ?
Dr. BAEHR. Yes. But the better element of the profession is greatly

disturbed by the medical abuses and the medical racketeering which
will inevitably develop if we have a sudden Nation-wide application
of compulsory medical insurance on a similar fee-for-service basis.
The CHAIRMAN. What would have been the proper method of handling that workmen's compensation ?
Dr. B&AE.

There has been a great improvement in the course of the

years, but it has taken 30 years of patching and repatching and medical services are still far from satisfactory.
The CHAIRMAN. Dou you mean there should be a radical change?
Dr. BAEHR. I think as more and more group practice units are

established, it will be to their advantage to do workmen's compensation work as well as general medical care.
As you know, at our Iaiser Permanente Foundation of Medical
Care at the Richmond California shipyards 40 percent of the entire
cost of operation of the medical care program is defrayed on the an-

nual capitation payments for workmen's compensation. As a result
the workers receive a splendid preventive service as well as a curative
service over the most minor injuries of illnesses are handled promptly
and efficiently.
The trend even in New York State has been toward improvement,
and I think that will continue. A prepayment program must encourage a more modern organization of the medical profession than
solo practice or a fee-for-service basis. Our doctors must learn by
actual experience that there are better methods of practicing medicine
than solo practice, more rewarding to the consumer of medical service
and to the medical profession.
And I think we can succeed in this objective of the prepayment program of medical care is well conceived.

In New York City today

there are not less than 18 or 20 medical practice group units, in the
process of organization under the stimulation of the Health Insurance Plan of greater New York.
Institutions as outstanding as the New York University College of

Medicine have come to the conclusion that that is a more modern and
better form of medical practice. Members of the faculty will establish a medical group practice unit and will bring m outside
practitioners into the unit. They intend to teach their students and
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interns and residents how to practice the medicine of the future by
actual demonstration and experience.
This is the trend all over the country. We feel that local.and Statewide programs for prepaid medical care can be organized to meet
the particular needs and overcome the special difficulties that local and
State areas present.
The CHAIRMAN. Doctor, it was recognized that it was most desirable

to have some sort of workmen's compensation law and that it is something that is absolutely essential in this country.
Dr. BAEIR. That is true. Absolutely necessary.

The CHAIRMAN. The only problem is to have one that will be ef-

fective and efficient and give the people the best kind of service.
Dr. BAEHR. Quite true. The difficulties we have encountered in

New York State may not be true of all other States. As you know,
there is a workmen's compensation law for each State which attempts
to meet the local needs of industry and labor in the State. The
Federal Workmen's Compensation Act applies to Federal employees
and not to workers within a State or subdivision.
Senator DONNELL. Doctor, one further final point.
You express in two statements, at least, in your testimony this
morning, this view: You say-We feel sure that medical services under a prepayment system can be worked
out under carefully planned local and State controls.

And then you sayWe, therefore, recommend that you abandon this plan for immediate Nationwide compulsory medical insurance and frame an entirely new bill that will
provide a reasonable program of Federal grants-in-aid to the States for the
study and development of State and local programs of medical cape, which
are designed to meet local needs and which conform to acceptable standards
of medical service.

Doctor, we have had some testimony before this committee along
the general line that from an actuarial standpoint it is better to have
the Nation-wide system of insurance than to apply the insurance
principle to the local situation. That is, if you spread the base over
the entire number of persons all over the United States, that it will
bring about a cheaper insurance for the people, than if you were to
have separate State administrations of insurance plans.
I am wondering if you have given attention to that thought, and

if you care to comment upon that subject.

Dr. BAEHR. I am sure that is not true.

I feel sure that local plans

to meet local needs can be administered more effectively and more
economically than can one over-all Nation-wide program.
The people who are to be served, and the doctors who are rendering
the service are closer to the administration of the program. They
therefore promptly make themselves felt if there are medical abuses
by doctors and by patients.
A Nation-wide program would mean a great bureaucracy in Washington to administer the program, as was necessary in Germany, for
example, where tremendous numbers of officialdom proved necessary in order to administer and supervise the Krankenkasse.

We have in mind in the city of New York, the setting up of a health

insurance plan for Greater New York, which has received a great

deal of support and encouragement from local government and from
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labor and industry. Both the present mayor of the city and the former mayor are members of the board of directors. Labor is represented by .distinguished leaders in the American Federation of Labor
and the CIO.
Industry and retail business are represented by equally outstanding
persons. The physicians who comprise one-third of the board are
drawn from the highest levels of the profession.
The State of New York passed a bill lastoyear which authorized the
city of New York to pay half the premiums, not only for its employees
but also their families. The city of New York has not only shown
its interest through representation on the board of directors of the
former and present mayors, but by actual appropriation in the present budget of a token amount of half a million dollars for the first
employees that will come in under the plan this year.
The program has been held up, not because of our lack of subscribers: it has been held up because we feel it. essential first to get
our medical house in order and be sure that we can deliver medical
services of high quality in return for the premiums.
The promoters of the program would rather take another 6 months
or a year longer in spite of criticism that it is taking too long to get
the plan into operation.
Physicians and hospitals are being assisted in organizing group
practice units that will operate on a capitation payment basis.
We think we can do it economically. We think we understand the
medical profession, the workers in our community and industry, and
government.
One hundred and fifty thousand employees of the city government
and the 26,000 transportation workers employed by the city subways
and street surface lines, and their families, would comprise a population of 450,000 or 500,000 people. Pledges that they will come into
the program have been received from industry and business. The
Consolidated Edison Co: of New York has loaned the plan the services
of.its medical director and personnel manager.
Another prepayment plan, the United Medical Service in New
York is beginning to provide comprehensive medical care on a feefor-service basis. We will, therefore, have an opportunity to study
the functioning of the two programs. The Health Insurance Plan
will be based on medical practice, and the medical groups will be
remunerated on a capitation basis through individual physicians
on a fee-for-service basis.
The hospital part of both plans will be carried by the Blue Cross,
and there will be a common sales force.
In the next years we shall have an opportunity to watch the operation of these two programs.
Senator DONNELL. You feel, do you, Doctor, that from an actuarial

standpoint the base is sufficiently widespread and large in the average
State of our country or in each State of our country to enable State
control and operation in insurance for health to perform satisfactorily ?
Dr. BAEHR. Yes; I do.
Senator DONNELL. That is all, sir.
The CHAIRMAN. Well. Doctor, I have listened with very deep interest to your instructive testimony here this morning.
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I assume that you recognize that in view of the existing situation
in medical care in the country, that Congress was justified in making
an effort tjrfhtd some way to remedy the-situation?
Dr. BAHR. I certainly do think it is necessary to do something
about it.

The CHAIRMAN. And you do not think that the proponents of this

legislation should be designated as Communists?
Dr. BAEHR. Not at all. I think they should receive our highest
commendation for the efforts they are making to solve the problem.
Our objection to a Nation-wide system of compulsory medical care
at this time is based essentially on the fact that it will throw medicine
into terrible disorder and would have evil effects. We are proposing
an alternative program which might take a little longer, but which
will actually reach our common objective in a much better way.
The CHAIRMAN. I recognize the val e of-the Academy and the work

it is doing.

I think it is unfortunate that something was not done

along this line some years back before it became necessary for Congress

to undertake to remedy it, but I think that, as a result of the hearings
that we are holding, that we ought to be able to work out some kind
of a plan that will be effective in making it possible for the people in

the low-income ranks and the medium-income ranks to be able to
secure the benefits of modern medical care, and it is recognized, I
think, by everyone that under existing conditions, those people are
not able to secure it.
Your testimony here is very helpful to us, and we hope that your
academy will continue to work on it and be of help to us in finally
determining what can be done.
Dr. BAEHR. Thank you, sir.

May I make one statement?
The CHAIRMAN. Surely.

Dr. BAEHR. In 1933, as you undoubtedly well know. the maternal

morality rate in this country was a disgrace. It was about 61 deaths
per 10,000 live births.
The New York Academy of Medicine decided to do something about
it. Its Committee on Public Health Relations obtained some financial
support from one of the philanthropic funds and developed a plan of
action. Whenever a woman died in the city of New York a copy of
the death certificate was dispatched immediately to the academy,
where we had a field staff under the direction of a very competent
physician. The field staff promptly visited the home of the deceased,
interviewed the husband, relatives, midwife or the doctor, the neigh-

bors, and friends, and brought back a report which was often quite
different from what appeared on the death certificate. A jury of
experts then sat in judgment on that evidence, came to the conclusion,
after a year or two of study, that 65 percent of all the maternal deaths
in New York City were preventable and inexcusable. We determined
how many were due to the doctor and how many to the midwife or
to the family. We then did something about these nreventab'e death .

The result of that report was Nation-wide. An effort was then
made all over the country by the medical profession to reduce maternal mortality, with the result that the maternal mortality rate
since 1933 has dropped in New York City from 61 deaths per 10,000
to 16, and throughout the rest of the country to 24.
85907--46-pt. 4-12
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Every county medical society in our area now has a committee on
maternal mortality. Every maternal death is promptly reported to

that committee. The doctor who attended the patient may be iiivited to
appear before that committee, and the committee determines whether
the death was preventable and inexcusable.

The effect upon the con-

duct of doctors, midwives, nurses, and patients and their families has
been truly remarkable. A steady decline in maternal mortality since
1933 can in large part be ascribed to the academy's report.
That is the result of intelligent work on a local scale adequately
directed.
One other statement I would like to introduce into the record.
This is a quotation from Hospitals, the official organ of the American
Hospital Association, page 124 of the issue of May 1946:
From 1933 to 194--

a 10-year period-birth rates increased from 16.6 per thousand population to 21.5 and the proportion of births in hospitals increased from 37 percent of all live births to 72 percent-a 95-percent increase in hospital births. Highest was 97.3 percent hospital births in Connecticut; lowest was 26.6 percent for Mississippi.

And when one considers at how' many of these births a physician was
in- attendance, the figures for the various States are quite analogous.
Of 2,934,860 lived births in hospitals in 1943, 72.1 percent were attended by

physicians in hospitals, whereas of 2,155,105 lived births in 1935, 36.9 percent
were attended by physicians in hospitals.

In the State of Connecticut. practically all women have their babies
in hospitals under the care of doctors: whereas in a State like Mississippi, over a minority ever have a doctor or even a hospital.

Federal assistance should be employed to assist the States and local
communities to meet their urgent need for more and greater hospitals
and for more and better medical care.
The CHAIRMAN. In all parts of the country the same efforts have

not been put forth as has been put forth in your State. You think it
should be in every State ?
Dr. BAEHR. Yes, sir.
The CHAIRMAN. I believe the State of Minnesota or Wisconsin has
made some effort along the same line you are discussing.
Dr. BAEHR. Yes.

Senator SMrrH. May I ask one more question ?
The CHAIRMAN. Yes.

Senator SMITH. Doctor, in your report you refer to the principles
of grants-in-aid, and also refer to S. 2143. which was introduced by
Senator Taft, Senator Ball, and myself, in order to have the other ap-

proach before the committee in considerating the best way to deal

with this matter.
OPINION ON S.

2143

You say that the committee of your academy is not prepared to express an opinion on S. 2143, but I am wondering if you have examined
it yourself and have a first-hand impression as to whether we are work-

ing in the iight direction in the grant-in-aid bill in that presentation.
Dr. BAEHR. Yes. I think the bill has many deficiencies. And it
would require, in my personal opinion, considerable rewriting and
amplification, but the general principle--

/
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The CHAIRMAN. Just the same as the Murray-Wagner-Dingell bill?

Dr. BAEHR. Exactly. But the general principle of grants-in-aid to
the States paralleling the provisions of S. 191, we think, is a step in the
right direction, and I think that a bill embodying that principle
should be enacted.
Senator DONNELL. In that respect, it differs from title II of the
Wagner-Murray-Dingell bill ?
Dr. BAEHR. It is the same principle that is found in title I of S.
1606, a principle from which title II departs.
Senator

DONNELL. Yes.

Senator TAFT. You feel it would encourage the group-health plan
you set up as being more or less the basis of your idea of dealing with
the problem?
Dr. BAEHR. I think that is the situation. When a medical-care
program is -designed to meet local needs, it is possible to build it
from the ground up by organization of local medical services and
resources in such a way that they will function effectively under a
prepayment plan.
Senator TAFT. You know that the provision that the Federal funds
could be used by the State to pay the fees to health-insurance plan
for those who could not pay them themselves is included ?
Dr. BAEHR. I think that payment of premiums for those who can-

not afford it would provide effective financial support for the voluntary
nonprofit plans. Government should pay the premiums of the unemployed, or rather the unemployment insurance fund should pay the
premiums of the unemployed, and Government should pay for those
who are unable to pay the premitms themselves, for Vari'ous tasons.
You cannot expect financial stability for voluntary plans in times
of business stresses unless there is some governmental assistance to take
up the slack, particularly in periods of prolonged unemployment.
In some areas of the country there are periods of seasonal unemployment, and some assistance must be provided to voluntary nonprofit plans during these periods if they are to maintain financial
stability.
Senator TAr'r. The bill would also stimulate every State to make
a comprehensive survey of its medical facilities?
Dr. BAEHR. Yes. That is a most important preliminary step for
any rational program.
Senator TAFT. To determine whether they would encourage health-

insurance funds or not?
Dr. BAEHR. That is important.
The CHAIRMAN. Well, thank you very much, Doctor:
I certainly appreciate your appearance here this morning and the
testimony you have given us.

S ntor SrrTH. I might just ask one question.
Doctor Galdston is here. Have you thought of something we overlooked, from your experience, Doctor, that we ought to place in the
record ?
The CHAIRMAN. Do you corroborate your associate?
Dr. GALDSTON. Not only that but also the statement of the chair-

man to the effect that the proposals are certainly appreciated as an
effort in the right direction and do not warrant any branding of communism or otherwise.
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The CHAIRMAN. Thank you very much.

The next witness will be Dr. Phelps.
You may proceed, Doctor.
STATEMENT OF DR. GEORGE H. PHELPS, CHAIRMAN, PROCUREMENT
AND ASSIGNMENT SERVICE, WYOMING
Dr. PHELPS. I am George H. Phelps, from Wyoming, chairman of

the public affairs committee, and representing the State in that
capacity, the State medical society.
The CHAIRMAN. The committee you have reference to is a State
organization ?
Dr. PHELPS. That is right.
The CHAIRMAN. Created by the State of Wyoming?

Dr. PHELPS. Yes, sir.
I wish to thank you, Mr. Chairman, and your committee for the
opportunity to appear before you and represent a sparsely settled
rural State.
I wish to stress certain points and factors which I think are being
given too little consideration, but which, in my opinion, must be
met before the goal of the best medical care possible will not only be
available but utilized by all.
I base my opinions and conculsions on my personal experience,
study and observation, as well as the combined opinion of other general practitioners who have examined and taken care of large numbers
of patients of all classes and ages. I personally have examined for
pre-employment and for induction centers several thousand men and
women in the past 7 years. Because of the general interest in causes
and reasons for the physically inadequate, I endeavored to develop
in each case why those with remediable and preventable defects had
not received proper care. I was unable to go into the same detail
with the induction work as was done in the pre-employment exam-

inations.
HEALTH EDUCATION

MORE IMPORTANT THAN FINANCIAL ASSISTANCE

In a very large segment of the people who I had to reject, money
or any other economic reason was not a major factor in the cause or
failure to remedy the physical defect. The stock answer to the question-Why had the individual not had something done about his or
her condition ?-was: "Well, Doctor, I just never had the money."
They have learned that that is the easy answer, and usually satisfies
the questioner. Careful and friendly further discussion will obtain
an entirely different picture.
In most instances the average individual spends three times or more
as much per year for cigarettes and liquor as the best medical and
dental care would cost him. Many were driving cars more expensive
than my own. Most of them had'been to a physician or dentist, and
admitted failure to carry out advice because of many varied reasons.

No type of medical plan will change these people, and under our
present system their children will follow in their footsteps.
I would like to mention one case at this time that I saw just before
I came down here.
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A young woman came into my office with a youngster 4 years old
complaining he was having .trouble chewing.
I examined this child, age 4. He had four large abscesses around
the roots of where had been teeth.
I think he had one child's tooth remaining. It looked fairly well
normal.
The rest of the mouth was in very poor condition.
I asked her about the youngster and she said he had been well up
until the last 2 or 3 weeks, when he complained about chewing. She
had not had him to a dentist at all.
"How many children have you, Mother?"
She had six children. The oldest was 12.
I said, "Has this youngster been getting milk?"
She said, "No. We do not buy milk."
"You do not buy milk for any of your children ?"
"No."
"Do your children get any orange juice, grapefruit juice?"
"No; we do not buy orange juice, grapefruit juice.
"What about fresh and green vegetables?"
"The kids do not like them very well. They like potatoes, and they
like meat."
And looking at her, I began to think of where I could send her to
get some help for her, and I said, "By the way, what does your husband do?"
"He drives his truck."
"What is your income per month ?"

"He is getting $150 a week now."
"$600 a month." I said, "Does he own a truck?"
"No, he is paying on it."
The payments and gasoline run about $200 a month.
That left them around $400 a month.
I looked on the card then. And I saw back over here that I had
delivered four of these children, and in looking over this record, I
noticed three different places of underlining the words "stress diet."
I talked to her several times about this, but it had slipped my mind.
I talked to her again to find out what she did feed the youngsters.
She said, "You know, they just love soda pop."
In going into the food spending, that woman spent more for food
than I think I do with my family, and there are five of us, but she
bought the highest priced foods in the way of meat. The higher the
price, she figured it was better.
There was no thought on her part as to the value of the food or a
balanced diet.
I do not believe any medical-care plan offered will help her six
children. Her children will follow her footsteps in school unless we
make some attempt to go into the schools and educate these children
to what they. should have.
My thesis is you have a lot of trouble educating adults. If we get
the youngsters in the school, we will get better results.
The CHAIRMAN. It is unfortunate, Doctor, you cannot get them in
the school the first year, so as to start training them from the b.egin-

ning, because, oftentimes, in the first 2 or 3 years of life they develop

defects as the result 6f improper feeding and treatment.
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Dr. PHELPS. I agree.
The CHAIRMAN. Proceed.

Dr. PHELPS. I feel that the lack of understanding or ignorance of

health problems is the biggest single factor that we must change if we
are to improve our present status. Remember that even though our
general standard of living, longevity, and medical knowledge has
steadily increased, there was no comparable improvement in the rejection rate of World War II over War I.
PROPOSED MEDICAL PROGRAM

I offer the following suggestions in developing a medical program,
the benefits of which will appear slowly and will not reach their maximum for a number of years.

(1) Health education: To develop as an integral part of our publicschool system and curriculum, as a major subject, the teaching of public health, hygiene, and nutrition. I think we will all agree that good
health is the most important and essential factor in anyone's life.
Continued success in any endeavor depends in a large way upon it.

Yet it is given far less consideration in our schools than most any?
other subject. It is difficult to change the habits and ways of adults
even by constant pressure of information and education. Very little
is ever accomplished by prohibition and compulsion. If we forget
how easily children can be taught and directed, we can refresh our
minds by referring to what was recently done with the youth of the
totalitarian countries.
I have talked to a number of educators, one of whom was dean of
a large medical school, on this subject. The consensus of this group
was that even college graduates knew essentially nothing about the
problems of health, and that the manner of teaching physical education in colleges was very inadequate. The responsibility and teaching
of health problems in the schools might be undertaken through the
public-health program. A new type of teacher with special training
will be needed. This problem might be considered by the research
departments of certain outstanding schools or sponsored either by
certain foundations or through State or Federal subsidies.
(2) Public health centers: The establishment of public-health centers in isolated areas where there is not sufficient population to have
a hospital or physician. To construct a hospital or place a physician
in an area or county which cannot support him will in most instances
be unsound. The exception to this would be in heavily populated
areas, which I understand exist chiefly in some of the Southern States.

I will cite an instance which you probably are familiar with, Mr.
Chairman.
We have a town of Pinedale, Wyo. It is a town of around 500
around the surrounding valley. It is quite prosperous. We have
no doctor in that area, yet that area is 70 miles from the nearest doctor
or the nearest hospital. I feel that in an area similar to'that it would

be wrong to attempt even under the Hill-Burton Act, which will bring
the hospitals that the communities can support. There is not enough
work there. There will not be enough to support that hospital. There
will not be enough there for an adequate living for the doctor.
And, of course, you would have only one man. He could not handle
surgery. It would have to be transported out of there.
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I will carry on with that thought.

Medicine and surgery change and advance daily. Few men can
become adept and efficient, and keep that way, unless they are having
enough work to develop by experience. You may place the besttrained surgeon in practice, but if he does not have sufficient work to
keep him active, his skill will deteriorate, and he slips from the ranks
of the skilled surgeons.
In my own county we have school busses that bring children in
from over 40-mile routes. Better medicine will be practiced if a
public-health center, with a well-trained nurse in charge, is established in these areas and some form of transportation furnished for
cases which need to be taken to the medical center or hospital. In
other words, it is much more important to get the patient to a better
doctor than to get a poorer doctor to the patient.
Physicians also will not locate in those areas for social reasons.
You cannot expect a man who has 10 or more years of college and
special training to take a wife of equal intellectual level and raise their
family in an area which will not support a physician. If the area

cannot support him, there will be few ot hers of his level in any other
business there. Neither will the school system be what he wishes for
his children. Simply paying him an adequate salary will not answer
the problem.
In areas where there is a large population but where, for purely eco-

nomic reasons, the State or Federal Government should step in. There
are many young men who would like to study medicine but whose
families are unable to pay the expense of medical training. Most medi1el schools discourage a boy trying to work his way through school.
This is correct, because the medical training is so concentrated and
difficult that it requires all of his available time for study. These individuals might be given scholarships, on the basis of the young doctor

agreeing to practice in a designated area for 3 to 5 years following his
graduation in return for his training. I understand a few States have
tried similar plans, but they have not proven satisfactory.
(3) Increase in number of medical graduates: To materially increase the number of medical graduates. I do not agree that it is simply a problem of distribution. Any of the suggested plans for improvement in medical care will call for more physicians.
Most of the men I contact are not satisfied with the manner in which
they are forced to practice in that they do not have sufficient time for
preventive medicine. All of their time is used treating the sick. The

passage of S. 1606 will greatly increase the burden of the physician.
We would need in our area a minimum of 25 percent more physicians
to carry out the program. You may think that means that we would
take care of 25 percent more people. Quite the contrary; ea. h of us
would see fewer.
There will be a certain number who will resent the enforced tax for
medical care.
They will ask to see other doctors on the slightest pretext. No
amount of supervision can control this. They can be likened to minor
pressure groups. They are persistent and insistent and become more
so when they have to pay for the right. If they do not have their way,

they will write their Congressman and start a chain of circumstances
that will take the medical man's time that is not now a factor.
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I am a consultant in surgery for the Veterans' Administration and
have become closely acquainted with a number of physicians connected with it. All of them complain of the great amount of paper
work that is of necessity required.
All of the hospitals in the cities and towns in our area are overcrowded and have waiting lists. This applies throughout the State
of Wyoming. although there has been a loss of population since the
war started. There are several reasons for this.
First, the rapidly developing voluntary medical and hospital insurance plans. I believe, from statements I have read, and from my experience, that the voluntary plans increase the call for hospital beds
about 30 percent. The physician load is not increased so much, because many of the 30 percent are people who previously would have
been treated in the home and thereby have taken more of the doctor's
time. The physicians also are overburdened and are sending more
people to the hospital to conserve their time.
More physicians and hospital beds will be needed also because of the
change in the types of diseases that will confront us in the future. We
will notice a decline in the deaths of infants and young people because
of the sulfa drugs and penicillin.
Many fewer deaths will occur from pneumonia and other acute infections. These people will live to the older group and contract the
older-age diseases, most of which call for much more or longer medical
care and hospitalization.
For the above reasons, I do not believe S. 1606 presents a solution

to the health problems that confront the country. I believe that, if it
were passed and this greatly added burden thrown upon the medical
profession, we would be incapable of meeting it, due to the shortage of
physicians and hospitals, the two essential facilities.

It would seem much wiser to meet the present emergency by the

encouragement of the voluntary plans and the stressing of the importance of teaching health problems in the schools.
As this program will develop more slowly we can adjust as wq
advance. In other words, I think we should learn to walk before we
run.
The CHAIRMAN. Thank you, Doctor, for your statement.

There

will not be any questions.
The next witness will be Dr. Brooksher.
Dr. BROOKSHER. Mr. Chairman, I wonder if Dr. Buckner could be

heard before me. He wants to leave.
The CHAIRMAN. All right. We will hear Dr. Buckner.
STATEMENT OF DR. HUBBURD T. BUCKNER, WASHINGTON STATE
MEDICAL ASSOCIATION
Dr.

BUCKNER.

I am Dr. H. T. Buckner. Seattle, Wash.. surgeon.

I have been practicing in the State of Washington since 1917 continuously, with the exception of a period having served in the United
States Army in both wars.
This statement is a statement made by. Washington State Medical
Association and the State of Washington.

NATIONAL HEALTH PROGRAM

2085

OPPOSITION TO S. 1606

The Washington State Medical Association unalterably is opposed
to the Wagner-Murray-Dingell bill, as it would create a political sys-

tem for the administration of medical services patterned after foreign
philosophies, which in no wise provide the high standard of care for
the people that is administered to our own population.
The medical profession of the United States is the most advanced
of any in the world, and our people as a whole receive far more effective
medical care than the people of any other country. This is without
doubt the healthiest country in existence.
EXPERIENCE IN OTHER COUNTRIES

Permit us to direct your thoughts to some facts about compulsory
medical care as they exist in foreign countries. These statements are
based on the most reliable information obtainable.
It is generally recognized that sickness is more prevalent and medical care is less available among low-income groups. This condition
continues to exist and to grow at alarming rates in countries where
Government compulsory-health insurance is most extensive and has
been longest established.
Average loss of time because of sickness among foreign insured
workers increased steadily during the first years of compulsory health
insurance and has not declined in later years.
Official reports from European countries with sickness insurance
show their workers lost from 50 to 100 percent more days per year
than residents of this country, who obtain their medical care under a

free enterprise system.
Medical costs under compulsory health insurance continually increase; in Germany, over 100 times in less than 50 years; in England,
70 times in 40 years; in Canada, 12 times in 30 years: in New Zealand,

5 times in less than 10 years.
Experience shows compulsory health insurance does not promote
good health. In fact, in every country where it exists there has been
constant increase in the sickness rate. This seems to indicate a decrease in the standard of medical care, an increase in malingering,
or both.
There is no assurance that compulsory health insurance automatically distributes physicians throughout the country on a basis of need.
Comparisons show a greater deficiency of physicians in rural communities in foreign countries with compulsory health insurance than
ever existed in prewar United States.
Administrative agencies in countries having compulsory health
systems have grown into politically powerful organizations which is
obnoxious to a democracy. Political leaders are inclined to a policy
of bribing the electorate each election with promises of more benefits
Consideration of the Wagner-Murray-Dingell bill leads us to the
firm conviction that no better results could be expected of it tha have
accrued to foreign countries having compulsory medical programs.
Most illnesses arise out of malnutrition, unsanitary surroundings,
and poor housing. These deficiencies first must be corrected before
any type of medical care will meet just demands. The Wagner-Mur-

ray-Dingell measure makes no provision to meet this situation.
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The Wagner-Murray-Dingell bill contains no provision to compel
the people to submit to preventive measures, which are highly important factors in any medical program.
There would be a tax liability on 40,000,000 individuals who already
have medical, accident, and hospital insurance.
There would be definite limitations in the free choice of physicians
and specialists, and the intimate relationship of patient and doctor
would be disturbed.
SIt is. reliably estimated by authorities outside the medical profession that it would cost $4,000,000,000 or $5,000,000,000 a year to administer the program as proposed by the Wagner Murray-Dingell
bill. The cost would be paid by a pay-roll tax of from 4 to 5 percent.
Our Government already is in debt $300,000,000,000, which must be
paid through taxation.
The program as advocated by the Wagner-Murray-Dingell bill
would require an additional 300,000 Federal employees, according to
reliable estimates.
Since the Wagner-Murray-Dingell bill is patterned after programs
in effect in foreign lands, it is logical to conclude that all hospital
facilities, no matter by whom owned, would quite likely be taken
over by the Government. That is what occurred in England.
The national health service bill now before the British Parliament,
which would control the people's health from the cradle to the grave,
including small Government grants at birth and death, has met with
a cold reception from Catholic leaders of that nation. The bill, as
you know, would take over all hospitals and all medical establishments
and turn all doctors and nurses into civil servants.
His Eminence, Bernard Cardinal Griffin, Catholic Archbishop of
Westminster issued a statement suggesting the last two amendments
in defense of voluntary hospitals which would be nationalized under
the pending bill in England., The cardinal suggested that(1) A voluntary hospital retain its own management committee
with absolute freedom to appoint its medical and nursing staff; and
(2) That the hospital retain absolute freedom to apply its funds
whether received from Government or private income, for the general
purpose of the hospital. If these proposals are not acceptable, the
cardinal said, "Voluntary hospitals should have the right to contract
out of the scheme."
Expressing opposition to the provision of the bill under which the
Minister of Health "will be empowered to take over the buildings of a
voluntary hospital without compensation" and replace the existing
management with a new one, the cardinal continued:
Many of the voluntary hospitals in this country have been founded for a
specific purpose; that is, to enable patients using hospitals to observe the
customs and principles of their own faith. T 1 at is a vital issue in the treatment
of disease and sickness where medical practice may sometimes conflict with
the moral principles of the patients.
T'o secure these rights it is essential that appointments to the hospital should
safeguard the principles of the patients for whose benefit the hospital has been
endowed. This is particularly relevant in the case of Catholic hospitals where
nurses are often members of a religious community, trained according to definite
ethical principles.

This statement, we think, makes it clear that it is necessary for
voluntary organizations to fight for their very lives once the opening
wedge of socialized and Government-controlled insurance and health
care is put into operation.
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Senator DONNELL. Doctor, is this statement by Cardinal Griffin from

testimony before some committee of Parliament ?
Dr. BUCKNER. I understand so; yes, sir.
Senator DONNELL. Thank you.
DETERIORATION OF QUALITY

Dr. BUCKNER. Sponsors of the Wagner-Murray-Dingell bill appar-

ently give no thought to the fact that there is a vast inequality among
doctors. The medical profession recognizes the wide gap between
doctors of the highest grade and the lowest grade and is constantly
striving to raise the standard of medical education. The same is true
of the standard of competency in the specialties.
Yet, in the face of these facts, the Wagner-Murray-Dingell bill
would open hospitals to any doctor licensed to practice medicine or
surgery, and would thus break down the standards of hospital care.
The only successful restriction on an incompetent physician is the
personal responsibility that exists between a doctor and patient. There
must be mutual confidence. Under Government regimentation, one
doctor is as good as another. This is a grave error.
The -Wagner-Murray-Dingell bill, we submit, is un-American, and
passage of the measure would be to the detriment of both the people
and the medical profession.
EXPANSION OF VOLUNTARY PLANS

The medical profession is desirous of, and is well on its way toward,
developing a system that will provide medical care to our people on
a broad basis, without destroying medical standards. In approximately 90 States, County and State medical societies have provided
prepaid medical and hospital plans, covering more than 5,000,000
persons; and, the programs are being rapidly expanded in services
offered, and the services are being just as rapidly spread over more
and more people. Standards are being voluntarily established, in
order that a high quality of medical service shall be maintained.
The medical profession is testing these programs and keeping
abreast of changing conditions. It is not presumptuous to state that
within the next five or ten years, these services will be provided on
a voluntary basis to as many as 50,000,000 of our people.
Please bear in mind, too, that American medicine has adopted a
10-point program, which has as its goal:
Vastly increased medical and hospital care to the people of the
entire country, under a voluntary doctor-sponsored, prepayment program on a nonprofit basis.
An extensive program of disease prevention and further development of public health organization, under control of local authorities.
Federal aid where need of medical care is demonstrated, such care
Sto be administered by your local agencies, with the help and advice
of the medical profession.
A greater number of physicians, by making medical education
readily available to more young people.
More hospital facilities, especially in rural areas so that additional
doctors would be attracted to those communities. This could be accomplished under legislation such as the Hill-Burton bill, which
American Medicine has approved in its original form.
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Minimum standards of nutrition, housing, clothing, and recreation,
as fundamental to good health, and as an objective to be achieved in
any suitable health program.
Preservation of individual initiative and freedom of enterprise, and
the intimate relations between patient and doctor through free choice
of physician.

The 10 points constitute our program, and a careful study of them
will reveal that they contain the answer to many of the problems
which have been discussed before this committee. We back these
10 points through the implementation of them, and firmly believe
that a fair and democratic solution to this problem can be found.
The CHAIRMAN. Thank you, Doctor. I assume you are from
Seattle?
Dr. BUCKNER. Seattle, Wash.
The CHAIRMAN. You live in a place where the health conditions

are, I suppose, better than in many other sections of the country. A
healthful climate and nice surroundings.
Dr. BrCKNER. We think so.
The CHAIRMAN. I appreciate your testimony here this morning,

Doctor.
No questions.
Is Dr. Brooksher here
STATEMENT OF DR. W. R. BROOKSHER, SECRETARY, ARKANSAS
#
MEDICAL SOCIETY
Dr. BROOKSHER. Yes, sir.
T-he CHAIRMAN. You may state your full name, Doctor.
Dr. BROOKSHER. My name is W. R. Brooksher, practicing physician

of the city of Fort Smith, Ark., where I have been practicing 25 years.
I am submitting a statement for the Arkansas Medical Society, of
which I am the secretary.

The CHAIRMAN. Doctor, I am compelled to go to the floor, but I will

be very much interested in your statement, and I will read it later
in the record.
Dr. BROOKSHER. Thank you, sir.
The CHAIRMAN. You may proceed.

(Whereupon Senator Donnell assumed the chair.)
PROGRESS IN MEDICAL STANDARDS

Dr. BROOKSHER. The medical profession does not oppose the broad

medical objective of S. 1606 nor the spirit of the National Health
6
Program advocated by the President.
We have endeavored for many years to provide better medical care
for the people of the United States. This is evid e nced by our initiation and insistence upon higher standards of medical education,
licensure and practice, of hospitalization and institutional care and'
service, of more widespread health education, of the care of the indigent, of the control and even the eradication of tuberculosis, of the
control of venereal disease and cancer, of vaccination and immunization against communicable disease, of preventive medicine, of periodic physical examinations, of eliminating of health hazards, of pre-
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payment of costs of medical care and hospitalization by voluntary
insurance plans, apd many other projects designed to bring to the
people of these United States a more healthy life.
In addition, no worthy program seeking to improve public or personal health has failed to receive the support of the medical profession.
American medicine is proud of its miraculous advance in scientific
achievement. It is no less proud of its social responsibility. American medicine seeks to meet, to the full satisfaction of all; the health
needs of our country.
The medical profession in Arkansas inaugurated and has consistently supported the public-health program in the State; it has
steadily sought advance in medical education, hospital facilities, and
increased service to our citizens; it has obtained State appropriations
for the hospital care of indigent persons, an appropriation ample in
each year for all demands made upon it save this year when rising
hospital costs have made a shortage perhaps possible: it sponsored

and developed a State cancer commission charged with extension of
care to the indigent cancer patient; it has developed an agreement with
the Veterans' Administration for the care of the veteran in his home
community; it is developing a voluntary prepayment plan'for budgeting th costs of medical and hospital expense and it has vigilantly
sought improvement in the public and personal health of our citizens
by every means at its command.

It is actively engaged with hospital administrators and with representatives of the public in a survey of the hospital and health facilities
of the State through a commission which will soon make its recommendations for improved medical care facilities by augmentation of
existing facilities and new construction.
This survey is integrated with the mechanism of S. 191, now pending in the House of Representatives.
The final culmination of these recommendations, a situation not
difficult to foresee, will, by an increase in hospital beds and health
service facilities, do much toward improvement of medical care in
Arkansas.
OPPOSITION TO S. 16 0

We seriously doubt that S. 1606 can secure its desired aim-a sound

national health program.
We feel that a valid objection to compulsory insurance as advocated
is not to the principle of insurance, but to the compulsion.
We oppose the levying of additional taxation on the public and
increased Federal appropriations to provide personal health services,
especially since there is no estimate of the costs involved nor any
assurance that the contemplated benefits will be secured.
We oppose a system where there will be centralized dictation of the
personal confidential relationship which exists between patient and
physician, a system which would surely result in an inferior grade of
medical care to the public.
We oppose this program as a socialistic, regimented scheme and
urgs that further development of our present system of medical care
be encouraged rather than that it be destroyed and an untried system
be instituted in its place.
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VOLUNTARY PLANS SHOULD BE EXPANDED

As a profession -we believe that voluntary methods p

meeting the

economic problems incidental to good medical care should have ample
opportunity to prove their value before any compulsory system is
enacted at either state or national level. The extension of modern
medical care to more people and assistance to the public in meeting
the costs of such care can be attained along voluntary lines and we
anticipate the cooperative efforts of the public and of the medical
profession in its attainment.
NATIONAL HEALTH OBJECTIVES

The medical profession considers the following health program to
present its object ives in the improvement of the health of the Nation:

1. A minimum standard of nutrition, housing, clothing, and recreation.
2. The provision of preventive medical services.
3. Adequate care in childbirth.
4. Proper attention, including scientific nutrition, immunization
against preventable disease and other services included in infant. welfare.
5. Provision of health and diagnostic centers and hospitals.
6. Establishment of voluntary nonprofit prepayment plans for the
costs of hospitalization and medical care.
7. Medical and hospitalization care of the veteran, preferably by
the physician of the veterans choice.
8. Research for the advancement of medical science.
9. Participation of voluntary philanthropic health agencies.
10. Widespread education in the field of health.
Senator DONNELL. Doctor, has the Arkansas Medical Society

adopted any resolution with respect to S. 1606 ?
Dr. BROOKSIIER. Yes, sir.
Senator DONNELL. Could you furnish us with a copy of those?

Dr.

BROOKSIIER. Yes

sir.

Senator DONNELL. Could you tell us whether it is for or against

S. 1606?
Dr. BROOKSHER. Against it, sir.
Senator DONNELL. When were these adopted?

Dr. BROOKSHER. The annual session, April 16 to 19, sir.
Senator DONNELL. Where was that?
Dr. BROOKSHER. At Little Rock, Arkansas.
Senator DONNELL. IS that where the former Dr. Vinson Hailer
was?

Dr. BROOKSHER. Yes, sir.
Senator DONNELL. He was very progressive in medical affairs?

He was one of our best loved physicians.
Senator DONNELL. Thank you for coming here and giving us

Dr.

BROOKSHER.

the benefit of your testimony.
The committee will be in recess until Tuesday morning, next, at
10 o'clock, again to convene in this room if available.

(Thereupon, at 11:45 a. m., Friday, May 24, 1946, the committee
recessed until Tuesday, May 28, 1946, at 10 a. m.)
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TUESDAY, ]4AY 28, 1946
UNITED STATES SENATE,
*
COMMITTEE ON EDUCATION AND LABOR,

Washington, D. C.
The committee met at 10 a. m., pursuant to adjournment, the Honorable James E. Murray (chairman) presiding.
Present: Senators Murray, Morse, and Donnell.
Also present: Senator Guy Cordon.
The CHAIRMAN. The hearings will now proceed.
I should like to insert in the record a document that has just been
issued by the Philadelphia Industrial Union Council warning its
members against the health plan of the Medical Service Association
of Pennsylvania.
Let me quote briefly from this statement:
MS kP (Medical Service Association of Pennsylvania) is now being presented
with great fanfare to Philadelphians as a new venture. In reality, it is an old
flop in a new disguise. MSAP has been in existence since 1939. Because of its
inadequate services, its exorbitant cost and its dubious sponsorship only 35,000
people in Pennsylvania have subscribed to it in the past seven years.
Social security against the hazards-of sickness cannot be provided by private,
voluntary insurance plans. Only compulsory health insurance established by act
of Congress can give the working people full protection at reasonable cost.

(The document is as follows:)
PHILADELPHIA INDUSTRIAL UNION

COWICIL,

Philadelphia 7, Pa., May 15. 194i.
In re Medical Service Association of Pennsylvania.
GREETINGS: Attached is copy of a communication mailed today to all affiliated
organizations of the Philadelphia Industrial Union Council.
Very truly yours,
PHILADELPHIA

INDUSTRIAL

UNTON

COUNCIL.

HARRY BLOCK, President.
FLASH-SPECIAL INFORMATION LETTER
PHILADELPHIA INDUSTRIAL UNION COUNCrL,

To All Affiliated Unions:

Philadelphia 7, Pa., May 15, 1946.
WARNING

MSAP (Medical Service Association of Pennsylvania) is attempting at pres-

ent to sell a highly restricted form of medical insurance to groups of employees in
Philadelphia.
The plan provides for the payment of doctor bills for medical, surgical and ma-

ternity services, if the insured person or any of his dependents become a hed
patient in a hospital
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We are warning all our affiliated unions against participation in this plan.
1. MSAP is part of the political propaganda of organized medicine to prevent
pissage of the Wagner-Murray-Dingell bill and the national hillth insurance bill.
A letter by Dr. J. A. Daugherty, president of MSA.P. to all physicians in Philadelphia contains the following paragraph: "* * * it is now generally acknowledged that the only bulwark against socialized medicine under Government or
other external control lies in the development of professionally sponsored medical service plans."
2. MSAP is to be used to sabotage real health insurance, although fts services
will recover only a small fraction of the total risk of sickness. It does not cover
any medical services unless the patient is hospitalized. It does not provide for
any sick benefits for the family of the incaacitated worker.
3. Considering the limited services of MSAP, its cost is exorbitant. Husband,
wife, and one unmarried child have to pay $3.25 a month for the plan covering
medical, surgical, and maternity services. Obviously, insurance for medical
care in a hospital is no good unless the family is also insured for hospitalization, which costs at present $2 a month under the Blue Cross plan. A worker
earning $35 a week has to pay, therefore, 31 percent of his income to insure
himself and his family against the risk of hospitalization alone. The national
health insurance bill would provide medical services at home and in the hospital and hospitalization for emphlyed persons at a total cost of 1 to 1% percent of their income.
4. Doctor bills will be paid from the insurance fund in full only for families
earning less than $60 a week. If the fa'l;ly income exceeds this limit, the
physician may charge additional fees over and above those paid by MSAP.
5. MSAP is controlled entirely by the political organizations of the medical
profession, the American Medical Association, the Medical Society of the State
of Pennsylvania, and the Philadelphia County Medical Society. Its board of
directors is composed exclusively of physicians. The general public which pays
the insurance premiums has no voice or vote in the administration of the plan.
Last year, organized medicine defeated two bills in the Pennsylvania Legislature which would have authorized Blue Cross to include medical services in
their insurance coverage.
6. MSAP is now being presented with great fanfare to Philadelphians as
a new venture. In reality, it is an old flop in a new disguise. MSAP has been
in existence since 1939. Because of its inadequate services, its exorbitant cost,
and its dubious, sponsorship, only 35,000 people in Pennsylvania have subscribed
to it in the past 7 years.
Social security against the hazards of sickness cannot be provided by private,
voluntary insurance plans. Only compulsory health insurance established
by act of Congress can give the working people' full protection at reasonable
cost.
We recommend to our affiliated organizations: (a) to redouble their efforts
to secure passage of the Wagner-Murray-Dingell bill (S. 1050) and the national
health insurance bill (S. 1606) : (b) to refuse to participate in any "ersatz"
scheme peddled by the political enemies of the Nation's health.
Fraternally yours,
PHILADELPHIA INDUSTRIAL UNION COUNCIL,

HARRY BLOCK, President.

The CHAIRMAN. I also have a telegram from Dr. George Baehr, of

the New York Academy of Medicine, whi, h I would like to insert in
the record at this point.
(The telegram referred to is as follows:)
WASHINGTON,

D. C.. May 2.,

1946,.

SENATOR MURRAY,

Senate Office Building:
My associate and I wish to express our heartfelt appreciation. The academy
will be honored to serve you at any time.
NEW YORK ACADEMY OF MEDICINE,

D.

GEOLGE BAHjB,

President.

The CHAIRMAN. The first witness will be Dr. S. A. Cooney, President
of the Montana State Medical Association.
These hearings have been honored with many distinguished witnesses from Missouri during the past few weeks, so I think it may be
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very nice to have with us this morning a few distinguished doctor
from the State of Montana. I am very proud of the fact that these
gentlemen from my State are personal friends of mine, and that they
occupy a very high standing and reputation among the people of
Montana.
I am very happy to have them here this morning.
I now present Dr. S. A. Cooney, of Helena, Mont.
Senator MORSE. Mr. Chairman, may Imake a brief statement?
I want to assure the witnesses that the attendance of the committee
this morning is no indication at all of their interest in this hearing.
The members of the committee are very much interested in this bill,
but the fact is in this emergency period in the Senate of the United
States, many members of the committee are busily engaged in preparing themselves for the very historic debate that is taking place on the
floor of the Senate these days, and for that reason they find themselves
unable to be here this morning, butI want to assure the witnesses that
the testimony that is now being given will go into the printed proceedings of the committe, and will be the basip for, I can assure you, long
discussion in executive sessions of the committee.
Dr. COONEY. Thank you.
The CHAIRMAN. Senator Donnell has just come in, and I want to

call his attention to the fact that while he has presented to this
committee distinguished doctors from Missouri, and the record contains much important testimony from residents and former residents
of Missouri, I thought it would be well to have some witnesses from
the great State of Montana, so I have brought these two distinguished
doctors here to testify this morning.
Senator DONNEAL. I feel very much complimented by the greatness

of Missouri, and the fact that the distinguished Senator desires to emulate our State.
I would be glad to have witnesses of the same high quality that we
have had from Missouri.
The CHAIRMAN. That is the wayve wish to conduct these hearings.
The Senator from Missouri is opposed to my ideas on this legislation,
and yet we have been cooperating here 100 percent in our efforts to
bring out the facts.
And sometimes I even leave my colleague in charge of the hearings.
I have confidence that he desires to bring out the truth in every
respect.
Senator DONNELL. I may say that the Senator does that when

the witnesses are entirely harmless.
I would like to say this, into the record, though: I should have said
it the other day in the Senate, and I want to take this opportunity to
say it.

Senator Murray mentioned in the Senate the other day the fact
that this committee has been criticized very strongly on the ground
that it has not promptly brought forth legislation, that it has submerged it.

And I want to say this: That in the first place, Senator Murray has
been exceedingly courteous to me. The personal relations have been
very delightful, and I want to thank him very heartily indeed for
his many courtesies and consideration and kindness to me.
In the second place, I do not know of any legislation that has
been held back by this committee.
85907-46-pt. 4---13
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I do recall that on one occasion there was some discussion, which
I think was that Senator Murray possibly participated in it, when
Senator Ball was quite anxious that his bill be brought forth, and
there was some difference of opinion, but I am convinced that the
chairman of our committee, Senator Murray, and the members.of our
committee have cooperated in the effort to do their duty.
We have had vigorous disagreements many times, but I think, in

justice to Senator Murray, an'd I am glad to say it, though there may
have been differences of opinion, for instance, one which occurred
between him and Senator Taft, in which there was quite a vigorous
feeling expressed, between the two, and I make no criticism of either,
but I do want to take this opportunity to pay a word of tribute to
the fidelity of the work of our chairman, and I think that is equally
applicable to all members of the committee other than myself, and I
want to take this opportunity of so stating, Mr. Chairman, at this
time.
The CHAIRMAN. I certainly appreciate the very kind remarks of

my colleague, the Senator from Missouri, and I want to say that I
know of no one in the Senate of the United States that is contributing
more to the legislation that we are trying to work out.
He is a distinguished lawyer, an authority on constitutional law,
and he examines the proposed legislation that we bring before the
committee so carefully that we are protected by his membership on
this committee, and I want to say that I always appreciate working
with him and I hope that we will continue the very fine relationships
that we have had in the past, and I am sure we will.
Senator DONNELL. I certainly appreciate that, Mr. Chairman.

That is one of the finest compliments I have ever received. I greatly
appreciate it, coming from you, and am very grateful.
Senator MORSE. I simply say that the tributes you gentlemen pay
to each other are highly deserved.
Senator DONNELL. I paid a compliment yesterday to Senator Morse

on the floor, and I know how we all feel.
With all due modesty, I may say I think we have a fine committee,
and I think we have many fine witnesses, and the experience of sitting
on this committee and studying this problem and other problems that
we have has been of the greatest educational value to myself, at any
rate, and from the standpoint of enlightenment, the Labor and Education Committee, I may say, it has been an education to this member
of the committee upon these various problems.
Pardon me for taking that time, Mr. Chairman.
The CHAnIRAN. It is very kind of you to make these remarks, and
I certainly appreciate it.
You may proceed, Doctor.
STATEMENT OF DR. S. A. COONEY, PRESIDENT OF THE MONTANA
STATE MEDICAL ASSOCIATION
Dr. CooNEx

. Mr. Chairman and Senators, my presence before this

honorable committee is at the personal invitation of my friend,
Senator Murray. He wrote me as follows:
DEAB DR. COONEr: I am sorry that the press of business here has delayed my
sending you a personal reply to the request that representatives of the.Montana
State Medical Association be permitted to testify at hearings on the national
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health bill, S. 1606. The committee has already scheduled witnesses representing national organizations for the month of April. Further witnesses will be
scheduled and I am asking that your State association be scheduled early in May.
I will be glad to have you advise me of the time that you feel will be required,
to present your testimony in order that appropriate arrangements will be made.
My contacts with you and other officers and members of the association have
always been cordial and helpful and I am especially pleased that you are going
to testify at the hearings.
If I can be of assistance in obtaining hotel reservations for you or in any
other matter connected with your coming here, please feel free to call upon me.
With kind regards, I am,
Sincerely yours,
JAzME E. MUBRL Y, Ohairma.

Now, on behalf of the members of the Montana State Medical Association, we wish to express our appreciation for this opportunity to
present our views upon this proposed legislation. I do not come to
Washington often and my last official visit to Washington was upon
invitation of my old friend, the last Senator T. J. Walsh, for the
purpose of consulting with the United States Public Health Service
in securing approval of water supply for the Veterans' Administration at Fort Harrison at Helena, Mont. This approval was granted
and Fort Harrison has since served as the only hospital in Montana
"1

for the care of the war veterans.

You are entitled to know my profession and community background, and for that reason I recite it summarily.
At the present time I am president of the Montana State Medical
Association and authorized to present its views and speak for it here.
Medical consultant for bureau of vocational rehabilitation.
Physician in charge, Montana State Vocational School for Girls.
Physician in charge, Lewis and Clark County Hospital.
Local surgeon for the Northern Pacific Railway.
Referee physician for the Montana State Industrial Accident Board.
Member of the State appeals board under Selective Service Act-and I might say we only have one State board in Montana-and for
23 years secretary of the Montana State Board of Medical Examiners.
For many years a member of the Montana State Board of Health,
and chairman, Montana State Athletic Commission.
For a period of 4 to 5 months, immediately following World War I,
assistant surgeon for the United States Public Health Service, in
complete charge and care of sick and disabled veterans in Montana
until enactment of the Veterans' Bureau Act.
Medical consultant for United States Public Health Service for
Veterans' Bureau for about 4 years.
My parents were pioneers crossing the plains in a covered wagon in
1864. I was raised on a stock ranch.
Since graduation from the Jefferson Medical College in Philadelphia I have been a country doctor in continuous general practice of
medicine in Montana for over 40 years, starting in the horseback and
horse-and-buggy days. In those days, confinements were in homes
and on ranches. Operations at times on the kitchen table in ranch
houses.
OPPOSITION TO S. 1606

The Montana State Medical Association, by a unanimous vote, has
instructed me to oppose the passage of Senate bill 1606, as it infringes
upon the rights of a profession that has always rendered its services
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to all people without regard to their ability to pay. They are unalterably opposed to this bill.,
HIGH COST OF MEDICAL CARE NOT DUE TO DOCTOR FEES

I personally am in accord with this statement. High cost of medical care, when it is beyond the means of the low- and moderate-income
group, is certainly not a commendable thing. However, in fairness
to the medical profession, I wish to state that this burden is not the
result of any increase in medical fees. The medical fee schedule in
my community when I first started to practice medicine was $3 for
a house visit and $2 for an office call. Major surgery, appendectomy
and so forth, was $150. Today the same medical fee schedule prevails.
The hospital ward rate at this time was $1 a day with no cover
charge added; and the operating room was $5, and anesthetic $5.
Today, the ward rate is now $5 with $4 laboratory charge upon admission. Operating-room fee is $10; the anesthetic $10 to $15. Other
fees and costs have increased, but the doctor's fee has remained the
same.

In the course of testimony before this committee the doctor has
been slandered-the entire profession belittled. They have been placed
on the defensive. This is unfair, for the doctors as a whole have
given of their time, energy, skill, and money to this Nation without
reservation. True, you will find renegades among the medical profession, but that is true of any profession or of any class of society.
The Montana physician who has been practicing for 40 or 50 years
is still receiving his old unchanged fee schedule of $3 per visit at
hospital or patient's home and $2 for office calls. It is true that X-ray,
electrocardiograph, basal metabolism, and special laboratory service
would greatly increase this medical cost to the patient. Physicians,
like politicians, do not retire. The public saves both of us from ever
doing so.
Senator MORSE. They retire us.
Dr. COONEY. By this I mean our conscientious work is often not
appreciated by the general public.
The cost of medical education has greatly increased due to the
higher educational standard; that is, from high school only to the
present requirement of 4 years of college with a degree, plus 4 years
at medical school and 1 to 2 years' internship.
The previous requirements were only a high-school course for admission to 4 years of medicine and internship was optional. In fact,
these were unavailable except to a limited number of graduates. On
a cost basis, medical education of the highest type in this country
could be had for $1,500 to $2,000 for the four-year course.
Today, the standard course will cost from $12,000 to $15,000 as a
minimum for the 10-year course.
This shows the sacrifice the doctor must make for his education
today. The average age of medical graduates is 28 to 29 years before
competitive struggle begins, not only with men who have had like
training but with cultists and quacks without basic training.
Fees fixed by Government do not offer much of a reward for such
costly and time-consuming preparation, nor will it attract men of
capacity. It is bound to lower medical standards.

.
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A caMrfully platned physical education program, in our judgment,
is monof the .r wers to the problems mdicated by the rejection figures
of World War I and World War II. The rejections in both of tlhee
warS on ia
iperc
ritagt basis are about e(min in spite of the great pro.
gres made during tho.- 2 years in all fields of medicine.
(nIer'ally spewiking. American schools a'd colleges have sacriticl
reaI physical tduotion iand health programs for tio glamor of , ihletie teaniis. The present system glamioriyres a few students for their
athletic ability tand negl ts the health and physical training of the
vast minjority of the student body. I mtnut ad thet are some American schools and colleCes that ar exc options to this rule.
The fMontana Medical Association is oplo)sing any hgishltion that
will in tany manitmr distort or impair the peonal relationship between
the doctor n11d
the patient.
The physicians throughout my long years of general practice in
country niedicine have at all times given their service freely to any
and ll classes of people, the rich and the poor.
I have never, in 40 years of practice, known of anyone being deprived of medical care for the lack of money. The gratitude of
the poor is a soui'c of great satisfaction to the physician, and gives
him an inspiring com sensation. In small comnununties, the family
doctor is a family friend, family adviser, and arbitrator of family
affairs. This health condition of mutual confidence can arise only
where there is a confidential relationship between the physician and
the patient.
S. 1 600 TIIIR4lATEN8 AMEIltICAN

IEMOCRlAOC

Country doctors are not given to making careless statements. But
if we look at the present system over in England, for example, we
find that the national health service bill before the British Pariament
would now attempt to control people's health "from the cradle to the
grave." That bill in England now will take over all hospitals and
other medical establishments and turn all doctors and nurses into civil
servants.
One thing leads to ar.other, and although Senate bill 1606 at this
time does not contemplate taking over private institutions, religious
and otherwise, it does not take too much of a stretch of the imagination to see the independent and religious hospitals of this Nation
fighting for their very lives as they are now doing in England.
We must oppose such dangerous legislation in its infancy, not so
much from the point of view of what it says it can do immediately,
but we must oppose it for what it can later do to our individual freedorm. These dangers can be avoided, and should be avoided, and
must and will be avoided.
As un old American country doctor, I feel that American citizenship is one of my prized possessions. It has its privileges and its
rights, but it also has its responsibilities and duties according to our
system of government aud according to our way of life.
American democracy was founded upon certain high ideals and
lofty principles. It requires knowledge and understanding of American history and traditions.
We Americads have a great respect for the vision and the courage
which the founding fathers of this Nation conceived and established
within the framework of our Constitution.
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The realization of these high ideals and lofty principles is not
easy. The attainment of them is a question of evoluton, of real hard
work-gradual, strong but sure. This great American heritage can
not be lightly overthrown or disregarded or substituted for some
foreign philosophy or ideology which might spring up in the minds
of men and women who do not possess a down-to-earth knowledge of
real God-fearing Americans.
I am not questioning the motives of the men who have sponsored
this bill, but rather I am questioning the motives of some of the great
bureaucratic thinkers and planners whose thoughts and ideas creep
into legislation of all types. These ideas, which strike at the very
foundation of our society, are ideas which are not only un-American,
but which are unnatural, for they violate the natural law.
The care of disabled war veterans has been the subject of a great
deal of criticism for the basic reason that there is undoubtedly some
lack of confidence on the part of the patient. I am advised that the
lack of personal relationship between the patient and the doctor in
veterans' affairs has been corrected by allowing the patient to be
treated by a physician of the patient's own choice. This is a step in
the right direction. This same method can be applied in the'case of
indigent patients.
Under any proposed legislation, there will be no means of compelling the medical profession to render services. If the physician
refuses to serve, the free choice of physician will not be possible.
Doctors would never strike against the people-they never have and
never will. They, above all others, perhaps are closest to the average
man and woman in this country.
Under the present system of medical practice in Montana, maternal
mortality is practically the lowest in the United States and this care
is provided by the country doctors I have been telling you about who
enjoy a free and unrestricted professional relationship with Montana
citizens. Men revolt when they are compelled to do something which
in conscience they believe they cannot do.
EFFECT OF 8. 1600 ON DOCTOR-PATIENT RELATIONSHIP

I am convinced, based on my 40 years of general practice-you may
call it country practice if you like-that our people are opposed to
this type of legislation.
In these 40 years of my practice, I moved out first on the old horse
trails over the mountain divides and into the ranch valleys. Now I
cover these same trails and go through these same mountain divides
in an automobile, and I reach my destination on a sick call more
promptly than I could before.
And I want to say that nothing in the world, no legislation that any
Congress can pass, can supply the same efficient health both as to the
prevention of illness and of actual illness that is supplied by the physician who moves out across these trails on an errand of mercy and
without thought of reward save for the satisfaction that arises from
devoted service to the people in his community whom he has come to
know and to love as his own.
This intangible something, this love and respect that exists between the patient and the general practitioner, the country doctor,
furnish a quality of service that would take something that is truly
*~
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American out of our lives and would merely make this doctor a cog
in a Government machine.
I plead with you, do not burden the doctor with bales of reports and
do not stigmatize him as a contract doctor, for in so doing you make
of him an impersonal machine, a servant of the State. You cripple
his efficiency and remove the personal and loving care which he has
given to these millions of people. And lastly and probably more
important, in the end you deprive the patient and the community of
his usefulness. The physician has long been a real spark plug in
a great majority of the communities of this Nation. Do not take the
spark out of the physician and leave only the plug.
The CHmIxAN. Well, thank you, Doctor, for your very able

statement.
Dr. COONEY. Yes, sir.
The CAIMAN. I personally know of your practice in Montana

for a great many years, and I, too, can testify to the very high regard
in which you are held by the people of my State. I am sure that
your testimony here this morning will be given very serious consideration by the committee.
Any questions, Senator
Senator DONWELL. A very few, Mr. Chairman.
Doctor, you stated the Montana State Medical Association by
unanimous vote has instructed you to oppose the passage of S. 1606.
Would you tell us approximately when it was that that vote was
cast?
Dr. COONrE. Yes; last summer at a meeting of our house of delegates. The war restriction prevented a State-wide meeting, so we
held our house of delegates meeting, and they were delegated and
authorized by their local society to oppose this measure.
Senator DONNELL. Yes, sir. And that is the house of delegates
consisting of members from the various sections of your State
Dr. CooNEr. Yes. Each local society, based upon the number of
physicians, is given a representation in the house of delegates, just
like your Congress. For every so many doctors we have a delegate.
Senator DONNELL. Yes, sir.

Doctor, have you examined this bill with a view to determining
whether or not i your udgment the provisions of the bill would,
to quote your language: "Distort or impair the personal relationship
between the patient and physician"?
Dr. CoowEr. That is the belief of the Montana doctors.
Senator DONNELL. Was there quite a considerable discussion of the

bill before the house of delegates when it passed upon the matter?
Dr. CooNEy. Yes.
Senator DON 1N.
And there was unanimous action of the house
of delegates?
Dr. COONEY. Yes.
Senator DON.NELL. Which instructed you to oppose the bill?
Dr. COONET. Yes, sir.

Senator DONNELL. That is all, Doctor.
Senator MORSE. Doctor, are you opposed to any reforms of health

insurance plans whereby the patient takes out an insurance policy
for himself and his family, under which policy the doctors of the
community, or the doctors that join the plan, give those people health
protection
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SDr. OooNEz. I think the medical profession is favorable, to that
proposal. It is just insurance. It is insurance against sickness. And
at is a prepaid medical plan, and, of course, as you know, they have
the Blue Cross hospital protection.
Senator MORSE. Do you think that there are any_ differences in the
problems that confront us and your profession, too, in supplying
an adequate medical attention to large masses of the people in our
industrial centers as compared with the problems of the country
doctor ?
Dr. COONEY. Well, in your large centers you have your hospitals
and your big clinical groups. In our communities, of course, distances are so great that the hospital care of a patient is often a difficult thing.
Senator MORSE. Let me put it this way: Do you think that there
is a difference in the doctor-patient relationship in a large industrial
center where you have a great many patients that go through the
offices of the doctors and the relationship that exists in the country
doctor-patient relationship, where the doctor really is pretty much
a part of the community life?
Dr. COONEY. Yes.
Senator MORSE. And participated in by the patients themselves
Dr. CoONEY. Well, the personal relationship, of course, is much
closer in the smaller communities. The doctor is the friend of the
family and the adviser. In larger communities, of course, you are
just number so and so, you are just another patient.
Senator MORSE. That is the point I was leading up to.
Dr. COONEY. Yes.
Senator MORSE. I have drawn no conclusion from the observation,
but I want to make the observation.
Dr. CooNE . Yes.
Senator MORSE. I think it is a correct observation, that the type of
doctor-patient relation we get in the small communities of the West,
for example?
Dr. COONEY. Yes.
Senator MORSE. In my own State ?
Dr. COONEY. Yes.

Senator MORSE. As well as Montana. There is quite a different
relationship from the relationship we get in large industrial areas,
such as Detroit and New York and Cleveland?
Dr. COONEY. Yes.

Senator MoRSE. And that the demand on the part of the patients
themselves, as citizens, for some attention being given to their health
problems by the Government, itself, I think is much greater.
Dr. COONEY. Yes.
Senator MORSE. And in our more sparsely populated areas, that is
not so.
Dr. COONEY. Yes. That is true.
Senator MORSE. We have got to take that into account as one of the
facts of this problem.
Dr. CooNEY. Yes.
Senator MoRSE. At least some of us on this committee are trying to
work it out.
Dr. COONEY. Yes.
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Senator MORSE. And, at the same time, as I said before, in this
record, preserve the right of the private practice to the American
medical profession.
Dr. COONEY. Yes.
The CHAIRMAN. Thank you very much for your appearance here,

Doctor.
Dr. CooNEm. Thank you, sir.
The CHAIRMAN. The next witness will be Dr. A. R. Foss.
Dr. Foss, will you state your residence and your official position or
connection with the Montana State Medical Association?
STATEMENT OF DR. A. R. FOSS, MONTANA STATE MEDICAL
ASSOCIATION
Dr. Foss. I live in Missoula, Mont.
I am chief surgeon for the Northern Pacific Railroad. I am a
diplomat of the American Board of Internal Medicine.
I am a diplomat of the National Board of Medical Examiners.
I am a fellow of the American College of Physicians.
I am a member of the State board of medical examiners.
President of Missoula Tuberculosis Association.
And I am president of the Missoula Board of Health.
I wish to thank you, Mr. Chairman, for the invitation to appear
and offer testimony before this important Committee on Education
and Labor of the Senate on behalf of the Montana State Medical
Association.
The membership of the Montana State Medical Association is in the
neighborhood of 400. Out of these members, 114 were in the military
service during 1945. Four of them have given their lives for their
country.
Therefore I come from a sparsely settled State, but one with a large
territory. It is rather difficult to get medical care in some of the
smaller towns in our State as the population is not great enough to keep
a doctor satisfied with the income he could derive. In addition with
his education he would not live in these small places where his family
would not have any benefits such as good schools, churches and other
advantages. However, the larger areas have hospitals and good doctors
and the people who reside there do have very good medical attention.
This is evident by the fact that Montana has been very near to the top
in maternal and infant mortality during the last few years.
OPPOSITION OF DOCTORS TO 8. 1606

Last year Dr. R. F. Peterson, secretary of Montana Medical Assor'
ciation; Dr. J. C. Shields, president, Dr. S. A. Cooney, presidentelect; and Dr. J. H. Irwin, delegate to the American Medical Association, made a visit to every county medical association in the State.
They have reported that during these visits they did not hear a single
word in favor of S. 1606, but that everywhere 'they went the subject
of discussion was against the bill.
There are approximately 300 dentists, 300 pharmacists and 700
nurses in Montana whom I believe it is safe to say are overwhelmingly
opposed to the Murray-Dingell bill. The dentists at their annual
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meeting in Butte a month ago voted unanimously to oppose to the hilt
legislation in regard to S. 1606.
The 4,17,000 IV-F's were largely due to mental diseases, mental
deficiencies, blindness, deafness, syphilis, and hernia that medical
care forced upon them could not have been of much help. This
amounted to about 30 percent that were rejected or placed in IV-F
while in Germany and England where they have some type of socialized medicine they rejected approximately 50 percent. This speaks
very well for our present method of medical care.
NORTHERN PACIFIC BENEFICIAL ASSOCIATION

I am Chief Surgeon for the Northern Pacific Beneficial Association
at Missoula, Mont. We operate four hospitals, at St. Paul, Minn.;
Glendive, Mont.; Missoula, Mont.; and Tacoma, Wash:
The CHAIRMAN. Right there, Doctor, I might interrupt you.

The hospital up in Missoula, Mont., is a modern up-to-date hospital,
is it not
Dr. Foss. Yes, sir.
The CHAIRMAN. And it has all of the modern facilities in connection with hospital services
Dr. Foss. Yes, sir.
- The CHAIRMAN. Thank you.

You also have one at Glendive?
Dr. Foss. Yes, sir.

The CHAIRMAN. It is, too, also highly equipped and an efficient

institution
Dr. Foss. Yes, sir.
The CHARMAN. You may proceed.

Dr. Foss. There is one chief surgeon at each hospital and he operates
the territory covered by the railroad between certain'points. My territory runs from and including Livingston to Sprague, Wash., which
is on the other side of Spokane, covering all the intervening cities
branch lines, and also includes the Camus Prairie Railroad out of
Lewiston, Idaho. It totals about 1,000 miles of track.
. We treat all employees of the Northern Pacific and Camus Prairie
Railroads for medical and surgical care up to 6 months and in cases
where they have a chance to improve for any length of time. This
service includes medicines, doctor's service, hospital, nursing, and any
care which the patient requires. Specialists are provided and patients
are sent to orthopedists, brain surgeons, or any type of specialist they
may require. The cost of this service is 1 per cent of their monthly
wages, but the maximum payment is only $1.75 per month. These
patients also get glasses and a payment of $1.50 per day to the sanatorium for one year if they develop tuberculosis.
The Northern Pacific Railway pays $60,000 per year to our organization to help maintain it.
The CHAIRMAN. That is in addition to the other amount?
Dr. Foss. To the $1.75; yes.
Our association has over $2,500,000 in assets. We have very reasonable charges for private patients-those who wish to come to our doctors and do not belong to the Northern Pacific Beneficial Association.
In addition the dependent members of the employee of the Northern
Pacific Beneficial Association receive a discount of 25 percent on their
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bill. This organization has been functioning as such since 1881. Long
before I was born. I believe it is the oldest of that type in the country.
We rave over 20 full-time doctors on our staff and 425 part-time
doctors scattered along the line. Many of these'doctors are specialists
in various fields.
The CHAraMwr. In the case of the dependent members of the employees you serve them on a fee basis ?
Dr. Foss. On a fee basis; yes.
The CHA&tRA
. Giving them a 25-percent discount?
Dr. Foss. Yes.
The CHARMAN. But the employees of the railroad, you serve those
free ?
Dr. Foss. Free. They do not pay for anything.
The CHAIRMAN. Yes.
Dr. Foss. Under S. 1606 this association would be broken down and
it could not function.
Since 1874 the American Medical Association has repeatedly urged
the establishment of a Federal Department of Health, with its head a
member of the Cabinet. There is no quarrel over the desire for "availability of medical care of high quality to every person in the United
States." No matter what system is developed for delivering medical
care the doctor is the one who is going to have to deliver it. Hence it
would be better for all concerned if the plan adopted is one which will
enlist the cooperation and enthusiasm of the medical profession. What
we want is not mere quantity of medical care but more of high quality.
Federal aid for hospitals is approved. The Hill-Burton bil provides
that money will not be spent until the need is shown by a survey in the
individual State.
The American Medical Association favors the use of Federal or State
funds for the extension of maternal and child-health services and of
Public Health Service.
The American Medical Association has also long recommended coordination of the health activities of which the No. 1 step should
be the removal of the Children's Bureau from the Department of Labor
to the United States Public Health Service.
An argument of the proponents of the bill is the present high cost
of medical care. Better physicians do cost more and are worth more.
They cost more to make and more to maintain. The expense of equip-

ment for modern practice of medicine and keeping progress are no
small items. It costs more to make an accurate scientific diagnosis than
a guesswork diagnosis.
QUALITY DETERIORATES UNDF R SOCIALIZED MEDICINE

Fifty years ago people were content with a 25-cent broom. Today
they require a $75 vacuum cleaner. They will not get as good medicine
under a socialized system. The Veterans' Administration is not noted
for high type of care nor does it draw the better physician's.
Those who have had dealings with bureaus and administrations
realize the conflicting orders, directives, pettyhierarchy and endless
forms that go with such systems. Physicians now returned to civilian
life relate that reams of paper work kept many of them from being
utilized to the extent of their ability in the armed forces. Duplicates
and up to seven copies do not restore people to health.
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A tour of inspection of German hospitals since the war has shown
Germany to be about 25 years behind the United States in medical
care. Morbidity and mortality rates have not been reduced nor has
public health and preventive medicine been advanced. Staggering
administrative costs have been added and the amount of poor relief
has not been lessened. In spite of large amounts spent on medical
benefits which should be expected to improve national health, sickness
expenses, and disability claims have increased considerably. There
is much less graduate study in countries having socialized medicine
because of physician's lack of time, money, and interest.
We should like very briefly to present a studied opinion of Senate
bill 1606. When we consider this bill under its two sections, title I
and title II, it is obvious that this is, in reality, two bills.
Title I has many worth-while provisions in it and with slight modification and amendments, it would be a bill to which there could be
little opposition from any quarter. We are in favor of title I of this
bill with such amendments and modifications.
REASONS FOR OPPOSITION,TO TITLE II

As to title II which provides for a national governmentallly controlled health insurance program, we can only register a complete and
unalterable negative vote in opposition to it. We are opposed to title
II for the following reasons:
First. The proponents of this bill have almost exclusively limited
the debate and have kept it on the level of humanitarianism, and it
seems to me that it is not too difficult at that level to prove that some
Americans who today receive no medical attention would get some
under the bill. However, we might point out that this is true on a
humanitarian basis about any welfare program.
Education has been on the Federal statute books for many, many
years, and yet, not all children in the United States today are receiving an adequate education.
When the argument is advanced that hundreds of counties in the
United States do not have a hospital or a single physician in attendance, it can also be pointed out that there are hundreds and hundreds
of counties in the United States where no church is to be found, and
certainly no minister or priest in attendance, and yet religion has
been in existence for thousands of years.
Second. We oppose this bill on the grounds that the experience in
other countries that have tried a national health insurance plan have
failed to accomplish in those countries the purposes for which the
legislation was enacted. The cost in most of these countries we be.lieve to be excessive in relation to the benefits received by the individuals in the plan.
Certainly the estimated costs for S. 1606 would be far greater than
the estimates thus far made would indicate. But regardless of the
cost, we think that the fundamental philosophy underlying title II
of this bill is in error, and is totally foreign to our American way of
life.
Third. We oppose compulsory health insurance on the ground that
a study of the countries that have tried this system will show that this
type of compulsion does not improve the health of the Nation but
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that in many cases it has a tendency to cause minor ailments to turn
into malingering chronic cases.
It would take a terrific force of federalized officers and agents to
check on those who would receive benefits but who were not unable
to work. At the local level, it is obvious that local officers are better
placed to combat malingering than are the agents of a democratic
government of the type under which we live.
Fourth. We are opposed to compulsory health insurance because
it sets up a Federal bureaucracy of hundreds of thousands of workers,
checkers, and agents who would have to be strategically placed in
every village and every district of every sizeable city.
This, it seems to me, would seat the precinct captain on the sickbed.
Even granted that under the present system this would not arise, what
assurance have we that this Nation would not or could not be seized
by a demagogue in the future
Similar systems were seized in various countries of the world. It
is certainly possible for the politician to create a terrific class of benefit
receivers whose votes might be controlled in one way or another.
That danger most surely lies dormant in title II.
Fifth. We are opposed to compulsory health insurance because
the enactment of such legislation would cause in this country, we are
quite sure, a stampede of special groups who would desire to be
excluded from its provisions. This stampede of special groups
would cause the system to break down; and therefore we think it is
a vital weakness in the bill.

Sixth. We are opposed to compulsory health insurance because as
Americans we hate compulsion in any form. It is true that certain
police powers and protection rights of individual citizens are best
served by pooling these rights into a common cause, but we think it is
a mistake to attempt to say that medical care with its many intangible

and psychological factors can be compared with the building of Federal roads.
This is an entirely different relationship. It is a relationship between the physician, the patient, and their God.
It can be pointed out that there is a natural revulsion on the part of
any man to compulsion.
All we would have to do is turn to our Senator from Montana, as
chairman of this committee, and waving our finger at him, telling
him that he can or can not do a certain thing. He would immediately,

as would any American, get his "dander" up and revolt at being told

what to do or what not to do.
This reaction is natural and normal. It exists in every man. We
do not like to be pushed around, and we don't like to be told what we
can do and what we can not do.
The failure to recognize this innate right in man is, in my judgment, un-American and foreign to the American way of life.
The argument, it seems to me, is constantly advanced by the proponents of this bill that some such plan as this bill is inevitable; and,
therefore, Congress and the people might just as well accept compulsory health insurance as a fact here and now.
The argument of anything being inevitable in the United States
under the system of government which we now possess is to admit defeat and to cast aside a wonderful national heritage.-
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The Federal Government in the past few years has taken authority
over an infinite number of details in the everyday life of every citizen.
This paternalism has taken the form of favoritism for special groups,
but always groups with an organized voting strength.
By deliberate design the Federal Government has broken down
State lines and has reached down deep into the everyday lives of the
people.
S. 1606 would now reach down and grab another portion of this
freedom. The extension of such authority is dangerous because it
lulls citizens into thinking that a powerful Federal Government is
the only answer to their problems, and that this strong Central Government will solve all the problems for all people and at any time.
If we do this to our citizens, then why not go all the way-have the
Federal Government take over completely and issue food, shelter,
recreation, and medical care ?
This totalitarian government could then issue a coupon book to each
of the citizens and we wouldn't even need money. But this is unAmerican, and as Americans we have had the ability to face problems
and conquer them under our own free-enterprise system.
Seventh. We are opposed to compulsory health insurance because
we think the people of this country are against compulsion of any
kind, and in particular against compulsory health insurance in the
form presented in title II of this bill.
The people in this country are tired of the meddling of the Federal
bureaucrat into their local and individual problems, and we think that
if this proposition were put to a vote on a national basis, it would be
overwhelmingly defeated because it not only attempts to meddle into
their local problems but into the very lives of individuals.
It interferes in the sacred relationship of the patient and the physician.
Eighth. We are opposed to compulsory health insurance as represented in this bill because it makes mere political pawns of doctors,
dentists, and nurses. This group of American citizens have given unstintingly of their time and effort and energy as professional people.
This has been admitted many, many times before this Committee
and it seems to me that the making of a political pawn of any special
group or of any of the people of this nation should be opposed vigorously. Doctors have been talked about during these hearings as
though they were criminals-on trial because they had failed completely. Why this concerted effort, if not to control the profession ?
Ninth. We are opposed to compulsory health insurance because it
sets up in the hands of one or two men a dictatorial power over the
lives of millions of people. Such a system is full of danger to our
form of government.
True, the bill provides for advisory council, but we have observed
that advisory councils are nothing more than pawns in the hands of
the men who appoint them.
Under this bill the Surgeon General has the right to appoint the
members of the advisory council, with the approval of the Federal
Security Administrator. Can anyone in fairness conceive of any man
or men appointing men to an advisory council who would oppose
their thoughts and wishes? We have yet in our experience to see any
advisory or consultive board set up with such strong opposition within
its ranks.
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The advisory council provided for in this bill would be nothing
more than a rubber stamp for the prepared materials and plans that
were presented to it twice a year.
Tenth. We are opposed to title II of this bill and its compulsoryhealth-insurance provisions because it is a cleverly worded document
whose real purposes, we believe are hidden in its written words.
We are not prone to look under rocks for strange creatures, nor are
we by nature suspicious; however, we think that a careful and honest
reading of title II would reveal to the average man the introduction
and interlining and intermingling of ideas completely foreign to our
American way of life.
If the proponents of this bill are really sincere in their efforts to
help the people of this Nation to better health, why do they insist
upon title II of this bill, and always couple it with the provisions expressed in title I t to which no one would object ? This certainly raises
the flag of suspicion in our minds.
Eleventh. We are opposed to compulsory health insurance because
it would make mere numbers of patients and of physicians, dentists,
and nurses, too. A few days ago, in Fairmont, Minn., Eddie Barns,
a disabled veteran of World War I, who conducts a magazine-subscription and greeting-card business from his home, set aside a fund of 5
percent of all his profits on subscription sales, and 10 percent on greeting-card sales as a memorial fund to his physician and friend, Dr. H.
B. Bailey who died a few weeks ago. It was set up in gratitude for
the many hours Dr. Bailey spent with him.
Eddie Barnes said:
It is a work Dr. Bailey would like to have associated with his memory, for
truly he was one that went about doing good, and this fund, even though It be
just a few dollars, would give someone a bedside telephone or radio, a favorite
book or magazine or any one of a dozen little things to make living more tolerable.

Can you imagine anyone setting up such a fund to Dr. No. 63042
at the local Federal clinic ?
Twelfth. We are against compulsory health insurance federally
controlled because we think this opposition represents the average
man's opinion in this country.
We are not referring to the spokesman for organizations who purport to speak for millions and millions of American citizens, or "for
all of the American people with the exception of one single, solitary
United States Senator," but we think in our limited field in a sparsely
settled section of the country that we know the thinking of our own
people.
We have been with them many, many years, and we know what
they think; and it is the consensus among these people that compulsory federally controlled health insurance is not what they want.
Thirteenth. We are against the provisions in S. 1606 because we
believe it is not the answer to the immediate needs of the health problems in this Nation. If this bill were passed this very day, it could
not be put into operation for many, many years to come, because
there are not sufficient doctors, there are not sufficient hospitals, there
are not sufficient nurses, nor sufficient dentists in this country today
to administer to all of the needs.
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Why not then focus our attention upon these immediate needs
and pass those individual bills which can prepare the way for a
better and healthier America?
The Hill-Burton bill passed by this committee is a step in the
right direction. It provides for a survey of the hospital needs of
this country. It provides for aid to those parts of the country where
hospitals will be needed. Why not attack the other individual and
urgent problems that face the Nation in a similar fashion?
It is our earnest plea to this committee that the compulsory health
insurance features of this bill be defeated, and that the individual
pressing and urgent problems that face this Nation be encouraged,
developed, and put into legislative form so that all real Americans
who desire a better and healthier United States can back them
without any reservation.
The CHAIRMAN. Thank you, Doctor. I am sure that you recognize

that in the Nation there is a problem of getting medical care to
certain classes of our people who are in the lower income brackets,
and who find it difficult to pay for the modern medical care because
of the expense.
Dr. Foss. That is true.
The CHAIRMA. And we have had many doctors who have come

before the committee hereopposing the bill, but they have recognized
that the action of the proponents of this bill, has been sincere and
honest, and undertakes to meet a problem which really exists in the
country.
And the purpose of the hearings that we are holding now is for
the purpose of determining and investigating the whole problem
to see what can be done to bring about a better distribution of
medical care in the country. Are you in accord with that idea?
Dr. Foss. Yes. I am very much so.
The CHAIRMAN. But you do think that the compulsory feature
of this bill is wrong
Dr. Foss. Yes.
The CHAIRMAN. And should not be in this bill.
Would you be in favor of a system whereby each State would
have an individual system of bringing about modern medical care
for the people?
Dr. Foss. I think I would yes.
ThA CHAIRMAN. You realize, of course, that our country has

changed tremendously in the last 50 or 60 years, when, as the doctor
from Helena, Mont., has just described, we were living in a horseand-buggy age.
Now we have these big industrial centers of the country, where
people are congregated in large masses, and where sometimes they
are unable to pay for the proper medical care. Some method should
be devised to assist them in getting proper medical care.
Dr. Foss. I would say so, yes.
The CHAIRMAN. I appreciate your testimony this morning, Doctor,
and I am sure we will give it very careful study.
Any questions?
Senator DONNELL. Just a few, Mr. Chairman..
.
Doctor, on page 6 of your manuscript, paragraph 5, I am not quite
clear as to the meaning of that.
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You say: "We are opposed to compulsory health insurance because
the enactment of such legislation would cause in this country, we are
quite sure, a stampede of special groups who would desire to be excluded from its provisions. This stampede of special groups would
cause the system to break down; and therefore, we think it is a vital
weakness in the bill."
Would you be kind enough to explain just what is the thought in
your mind there ?
Dr. Foss. I was thinking of our Northern Pacific Beneficial Association with assets of about $2,500,000; they might want to get out of
paying into the Federal Government.
Senator DONNELL. I see.

These persons who are already the recip-

ients of benefits under the particular plans of the States or organizations might desire to be excluded from the necessity of paying again
in the Federal system.
That is your thought, it is, Doctor?
Dr. Foss. Yes.
Senator DONNELL. Doctor, on the first page you refer to a visit

made by the secretary of the Montana Medical Association, president,
president elect, and the delegate to the American Medical Association.

You state that those gentlemen made a visit to every county medical

association in the State.
I am very much interested in that, because of 'the mention very
frequently made in the testimony as to whether or not the house of
delegates of the American Medical Association fairly represents medical opinion over the country.
Dr. Irwin attends, does he, meetings of the house of delegates of
the American Medical Association ?
Dr. Foss. Yes, sir. He has been a member for a number of years.
Senator DONNEL. You know Dr. Irwin personally ?

Dr. Foss. Yes.

Senator DONNErL. In your judgment, from your observation of him,

do you think he understands and attempts to give the benefit to the
American Medical Association of the views and sentiments of the
people of Montana I
Dr. Foss. I think so. I have heard him give his annual report to
the house of delegates each year, and he seems to understand it.
Senator DONNELL. Yes, sir; and he did make this tour with these

other gentlemen to every county medical association in the State?
Dr. Foss. Yes. Dr. Cooney, who is with me, was one of the doctors
in that tour.
Senator DONNELL. How many counties do you have in the State,

Doctor, approximately ?

The CUInAwN. Fifty-six.

Dr. Foss. Fifty-six.
Senator DONNELL. Fifty-six counties.

Is there a medical associa-

tion in each county ?
Dr. Foss. No.
Senator DONNELL. Approximately how many medical associations

are there?

Dr. CooNxz.

I would say possibly 20. They have combined many

of the smaller counties, where they do not have su$icient membership.
Senator DONNELL. Are those county medical associations fairly
85907-46-pt 4--14
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representative, in your judgment, either Dr. Cooney or Dr. Foss, of the
opinions of the respective communities?
Dr. Foss. I think they are. The meetings have pretty fair attendance with the State officers out there.
Senator DONNELL. When Dr. Irwin was there, do you think a fair
opportunity was afforded to him to understand and obtain the benefit
of the views of the doctors of the respective communities?
Dr. Foss. I think it is as fair as a meeting of an hour or two would
permit.
Senator DONNELL. The doctors were there and he could discuss with
them and hear their discussions?
Dr. Foss. Yes. ,That was the object of the meeting.
Senator DONNEzL. One other question. You speak of "a tour of
inspection of German hospitals since the war has shown Germany to be
about 25 years behind the United States in medical care."
Who made that tour Doctor if you recall

Dr. Foss. I do not know who made that tour. I have just heard

that said.

Senator DONNEL. It was not a tour you made yourself

Dr. Foss. No.
Senator DONNEL. Do you have some data on that tour, or could

you inform us who it was who made the tour
at this time.
Dr. Foss. I think I could inform you.

I do not mean right

Senator DONNELL. Would it be too much trouble to drop the chairman a line giving the name of the person who made the tour, and

where we coul dobtain the data?
Dr. Foss. Yes. I could do that.
Senator DONNELL. Thank you.

The CHAIRMAN. Doctor, in your organization, known as the Northern Pacific Beneficial Association, whenever an employee of a railroad
gets injured or becomes sick, you render medical care and hospitalization for him ?
Dr. Foss. Yes, sir.
The CHAIRMAN. And your organization has very high-class physicians and surgeons ?
Dr. Foss. Yes, sir.
The CHAIRMAN. Some of your surgeons were taken into the Army
during the war, and now provide high-class physicians in the Army?
Dr.Foss. Yes.
The CHAIRMAN. You have very excellent men in your organization
Dr. Foss. Yes.
The CHAIRMAN. For a great many years.

Do you feel that the character of service that you render these men
is of the very highest quality?
Dr. Foss. I feel it is; yes.
The CHAIRMAN. And the service you render does not deteriorate in
any manner merely because of the fact that the service rendered to
them is under a contract system that you have ?
Dr. Foss. I do not feel so. I feel it has given the very highest quality.
The CHAIRMAN. You are familiar with Mayo Clinic in Rochester,

Minn. ?

Dr. Foss. Yes, sir.
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The CHAIMAN. In that clinic they have many doctors and physicians and expert specialists who work under a plan of that kind, where
they are paid for their services. Do you feel that they render excellent services regardless of the fact that they are not on a fee system ?
Dr. Foss. They give very good services.
The CHAIRMAN. I guess that is all, Doctor.

Senator MORSE. I have three questions, Mr. Chairman.
The first is along the line of the last inquiry of the chairman.
I will put it this way: Do you not think that the principle involved
in a good many of these beneficial associations, such as your railroad
association and your industrial medicine contract associations, have
at least some of the same principles involved in them that are involved
in this bill, as far as group benefit is concerned ?
That is, after all, the workers, under an industrial medicine contract, practically have to take the doctor that functions under that
contract. They really do not know him, and there is not much of a
personal relationship between the patient and the doctor in those
cases, after all, in the type of practice like that, as there is in the type
of practice that Dr. Cooney engages in ?
Dr. Foss. I know in our country they get very good service in all of
those organizations, as far as I know.
Senator MoasL I am sure they do.
I do not want to mislead you at all. What I am trying to do is, I
endeavor to think through this type of legislation and satisfy myself
what the good principles and the bad principles of it are.
We have heard a lot of testimony from the witnesses heretofore
that would seem to indicate that this is not going to result in good
medical service if a patient gets his medical attention through the
principles of this bill, because there is a group medicine principle.
And then I have not felt that they have always been very consistent
about it, because many of the associations which the doctors. themselves have formed, and the industrial medicine and medical associations, are, after all, group medicine arrangements.
To exaggerate, in order to point out what I have in mind, in which
the patient is, aftei all, a number, and the doctor is pretty much a
number to the patient: he does not know when he is hurt in the woods
or rushed to some hospital under one of these industrial medicine
contracts, he does not know what doctor is going to treat him, and
does not very much care. He does have confidence in the contract
and he is satisfied that under that contract he gets the best care that
can be given him under the circumstances, and, hence, I find in my
thinking that there is too much a tendency, I believe, on the part of
some segments of the medical profession at least, to overemphasize
this personal relationship between the doctor and the patient, because
I do not think it exists very much under contract medicine.
Dr. Foss. I do not believe it exists either.
Our association has been, since 1881, functioning, since that time,
and the patients do not have to come to us. They can go anywhere
for their medical care, but it is really very rare that they go other
places except to us.
Senator M~es. Then would you say this, that among your objections to this bill you would not overemphasize the point about the
contract medicine features of it; that is not what makes the bill so bad I
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Dr. Foss. No. It is the compulsory health insurance that is the
thing that I do not like about the bill.
Senator MORSE. The second question that I want to ask this witness,
Mr. Chairman, I would base upon the language of the statement
beginning with the last sentence on the top of page 10:
If this bill were passed this very day, it could not be put into operation for
many, many years to come, because there are not sufficient doctors, there are
not sufficient hospitals, there are not sufficient nurses, nor sufficient dentists in
this country today to administer to all of the needs.

I think that is true. In fact, I made comments to a similar effect
earlier in these hearings. And yet I want to point out to you how
significant I think that statement of yours is to this problem that we,
as politicians, are grappling with.
I want to put it this way: I will not put it in the form of a question,
although I might. I might ask you: Is the medical profession aware
of the fact that the providing of adequate medical health to the
American people is a political issue in this country?
I am not a very good politician, but I am a pretty cold realist. The
point I want to make is this: that we just cannot ignore the fact
that providing of adequate health to the American people is a political
issue. There is just no way of wiping that off the slate. It is. And
it is a political issue, in my judgment, because of the very observation
you make here.
There are thousands and thousands of American people that recognize that there is not sufficient number of doctors, hospitals, nurses,
or dentists to administer to the health needs.
That is basic in this agitation, the political agitation, for more adequate medical attention for the American people.
Now, we, as politicians and your elected representatives, must
take some action. I am expressing my view here, because I want your
comment on it.
I think it is important that we get the doctors to understand it, too.
We, if we have criticisms of this bill, and some of us do, we can

make those criticisms to our heart's content, but we are going to have
to come right back to this fundamental question of the time that the
voters are going to put up, "When are you people going to get for us
through government, by some means, a more adequate health program
than the medical profession has been able to supply us to date?"
You may say, "Well, I do not think it is as bad as they make put."
That is probably true, but I want to point out that that demand, I

think, is a political issue.
I think it is going to become a more pronounced one as the years
go by, unless the politicians, and the medical profession and the groups
-of people interested in more adequate medical education, can somehow get together on a program of study and make some progress in
this field rather than one that may seek to accomplish the impossible
overnight.
I do not know whether I make myself clear.
Dr. Foss. I understand; yes.
Senator MORSE. I would be pretty misleading to you if I did not

at least say I think one of the things that the American doctors have
not quite been able to reconcile themselves to is this, that this is a
political issue in a democracy, and that within a democracy, of course,
subject to all the abuses that may develop, there is nothing that can
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stop a democratic people if they feel that there are not enough doctors,
and not enough dentists, and not enough nurses, and not enough hospitals, to give them the medical care and attention they think they
are entitled to.
There is nothing that can stop people in a democracy from saying,
"We will do something about it politically."
That is what we are up against. I think it will grow year by year,
which makes it more important, and we should try to get together,
the politicians and the doctors and the patients and work out a program that will answer this comment you make on page 10 which I
think goes to the heart of the whole thing.
I did not put it in the form of-a question, but I wanted to get the
idea across, and I will welcome any comments you want to make on it.
Dr. Foss. I do not have any comments. There is just a shortage,
that is all.
The CHAIRMAN. In the dental-profession, too, Doctor, there is a

great lack of dentists in the country, and as a result, great numbers of
our people have to go without adequate dental care.
The dentists are just so crowded with work that it would be impossible at the present time to have enough dentists to give complete dental care to all the people of the United States, so there is a need there
for a great expansion of the dental profession.
The dentists recognized that, and I have introduced a bill here for
them, too, to provide for a system of national research for determin-

ing the causes of dental decay. I do believe that there is a need
for some expansion in the medical profession, and also the dental
profession, to really meet the demands of the country.
I appreciate your testimony here today, Doctor, and I compliment
you on the way you presented it, both of you.

Dr. Foss. Thank you.
The CHAIRMAN. The next witness is Dr. Robert Benson.
Senator MORSE. I want to say, Mr. Chairman, that Senator Cor-

don and I are very glad to have Dr. Benson and Dr. Baum here,
to bring to the committee the point of view not only of Oregon medical groups, but a discussion of what has become known as the Oregon
and Washington plan of medical service.
The CHAIMAN. Well, Dr. Baum is here from Oregon, also.
He may take the stand with Dr. Benson.
Now, I called Dr. Benson first, so I will ask Dr. Benson to first give
his name and residence, and the organization that he is connected with.
STATEMENT OF DR. ROBERT L. BENSON, OREGON STATE MEDICAL
SOCIETY
Dr. BENSON. Robert L. Benson, Portland, Oreg.; Oregon State

Medical Society.

The CHAIRMAN. You both have separate statements to make?
Dr. BENSON. Yes, sir.
Dr. BAUM. Yes, sir.
The CHAIRMAN. Then we will hear Dr. Benson first.
Dr. BENSON. Before I go on the record, Senator, I would like to

apologize for the fact that we are taking your time in such an emergency as I know you are in.
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And if it were not for the gredt distance that we have come, about
3,000 miles, I would be very much inclined to defer this.
And we are correspondingly appreciative of this opportunity.
The CHARMAN. We are very anxious to have your personal appearance here, Doctor, and your personal expression or opinion in connection with this matter.
We realize that you have come from a great distance at great sacrifice to yourself, and we are very glad to have you here.
Dr. BENSON. First, I wish to thank Senator Murray and this important committee of which he is chairman, for the kind invitation
to appear here today. As representatives of the Oregon State Medical Society, Dr. W. W. Baum and I will attempt to outline the noteworthy progress that our State has already made in meeting the recognized need for better medical care for our people. We heartily
agree with the objectives of Senate bill 1606 to place adequate diagnosis and treatment within the reach of every man, woman, and child
in the United States. The only disagreement will concern the means
adopted to maintain these desired ends.
MEDICAL ACHIEVEMENTS

IN

UNITED STATES

First, permit me to reiterate that medicine, dentistry, nursing, and
pharmaceutical science in the United States have achieved an enviable record both in peace and in war.
During the life span of our Republic the expectancy of life of
the individual has risen from 35 to 62 years.
The annual death rate per 100,000 has declined from 1,755 down
to 1,060 in the past 40 years.
Typhoid, smallpox, diptheria have been conquered.
Pernicious anemia and diabetes have lost their fatal hold, and
pneumonia and tuberculosis are being brought under control.
The general level of health is the highest ever recorded for any
comparable number of people associated together under like conditions.
For these achievements great credit must be accorded to private
and State medical education, now superior to any in the'world. The
individual incentive and thorough training of our physicians, dentists, and nurses have contributed immeasurably.
During the war and postwar periods the same professional groups,
drawn mostly from private practice, have given the finest exhibition
in all history of the prevention of tropical and ordinary infectious
diseases.
Hospitalization for medical conditions has been reduced to a new
minimum and optimum, and surgery has performed marvels unknown in previous wars.
In this superb record of saving lives and of restoring men and
women to active duty, the pharmaceutical houses, great and small,
have played an estimable role. Their sulfa drugs, penicillin, atabrine, and various immunizing serums have contributed immeasurably to the winning of the world's greatest war.
Sceintific research, advanced professional training, and the familiar steadfast American pattern of initiative: coupled with the unparalleled mass production of a great free industrial nation, have
prevailed again.
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The medical profession of Oregon has consistently favored the
maintenance and unremitting advancement of the standards already
attained. I refer here to preventive measures under public health;
every possible improvement in diagnosis and treatment, with provisions for making these accessible to everyone in relation to his
need and his ability to pay promotion of extended professional education with advanced training; and hospital experience.
At the same time we are fully aware, in line with the platform of
the American Medical Association, that sound health cannot be
achieved without sustained economic productivity, improved housing,
nutrition, and sanitation on which the wellbeing of the body depends.
Our society's council has given thoughtful consideration to Senate
bill 1606 over a period of several months and is in fairly close agreement with many laudable provisions in its text. We favor grantsin-aid to States for the study, prevention, treatment, and control of
tuberculosis and venereal diseases, provided that State management
and local determination of need are maintained.
The same policy holds for maternal and child-health care and for
full medical, surgical, and nursing care and hospitalization wherever actual need is shown.
It is obvious also that hospital building has necessarily lagged
during the war and that many localities are lacking in such facilities.
Physicians cannot carry on their practice satisfactorily without a
hospital to-which they may refer their patients. Nor will the doctor
be attracted to such a locality, as against one which is well equipped.
The resulting lack of medical care could be corrected largely by the
provision of grants-in-aid for a much-needed hospital-building program. Such a plan is evidently under way in other legislation.
There is unquestioned need for aid to colleges, both private and
State operated, for the furthering of professional teaching, research
and clinical practice, including provision for refresher courses and
longer postgraduate courses. Most of the existing schools already
have high standards and have suitable curricula. Their research
facilities are, however, hampered by shortage of funds for equipment
and technical help, and many instructors and professors are leaving
to engage in more lucrative lines of endeavor.
Grants-in-aid to relieve this financial need could prove valuable in
maintaining the size and qualifications of the teaching and clinical

staffs and thereby raising the standards of instruction, clinical exper-

ience, and research in eligible institutions.
The resultant level in quality of medical care should soon benefit.
The outlay need not be burdensome, and the independence of thought
and free choice of methods need not be interfered with. Here again
the necessity of local control should be emphasized.
PROPOSAL FOR MINISTRY OF HEAXTH

Mention should be made here of a serious deficiency in the health
proposals of S. 1606. Since 1875 the American Medical Association
-see A. M. A. platform, page 5, paragraph H-has been advocating
a single Federal health agency to include under its jurisdiction the
various health activities of the Government. Yet up to this time the
United States Public Health Service and the Food and Drug Administration are still under the Social Security Board; the Children's
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Bureau is under the.Department of Labor; the Veterans' Administration constitutes a separate bureau of the Government. It is my understanding that ours is the only great system of government in which
there is not a separate ministry of health.
The Oregon Medical Society has recommended adoption of such
a plan.
TITLE II-PREPAID PERSONAL HEALTH SERVICE BENEFITS

Here we have to consider those provisions of Senate bill 1606 which
have met with almost universal disapproval from the medical profession of the United States. I refer to the compulsory health-insurance clauses.
SURGEON GENERAL WOULD BE MEDICAL DICTATOR

These would impose a one-man dictatorship over the medical, dental,
nursing, and hospital care of something like 120,000,000 American
people. It is my understanding that under the somewhat vague and
indecisive terms of the act the Surgeon General, operating under a
layman the Federal Security Administrator, would be empowered to(1) Hire doctors, dentists, nurses, and technicians; define their
duties, methods of treatment, and rates of pay.
(2) Establish the rate of pay on the basis of fees for services, rendered according to a fee schedule; on a per capita basis according to
the number of individuals who are on the practitioner's list; pay on
a salary basis, whole time or part time; or on a combination of these
methods, as the Surgeon General may approve.
(3) Fix the qualifications for specialists.
4) Determine the number of individuals any doctor or dentist may
serve; and in what geographical bounds.
(5) Determine what hospitals or clinics may admit patients and
under what conditions.
(6) Provide doctors, dentists, nurses, laboratory technicians, and
hospitals for wage earners and all unemployed persons and their respective dependents.
(7) Direct the spending of the vast sums of money included in this
huge program.
HIGH COST OF THE PROGRAM

We all understand that this service would not be a free gift or

even an economy. Suppose we accept the estimate of $4,000,000,000
which has been suggested by many. Compare this with the $3,541,000,000 average total annual revenues of the United States Government from 1924 to 1943, inclusive, and you have a fair idea of the
huge burden entailed.
Because of this cost factor, the elements of vagueness and indecision involved, and the almost inevitable deterioration in the quality
of medical care that would result, there is little doubt that the medical
profession will coninue unrelentingly to oppose the enactment of any
compulsory health insurance in the United States.
The council of the Oregon State Medical Society recently passed
a resolution disapproving the compulsory features of S. 1606. As an

"NATIONAL HEALTH PROGRAM

'2117

alternative it endorses the medical society type of voluntary prepaid
plans, of which-Oregon'has had several.
The one of these which hap State-wide coverage, the Oregon Physi,cians' Service, was organized in 1941 and has been in operation since
1942. Dr. W. W. Baum of Salem, Oreg., who was one of the incorporators of the plan, is here to testify before the committee. He is
_well acquainted with its provisions and will acquaint you with any.
desired details.
I can assure you that the -Oregon Physicians' Service plan for

voluntary medical coverage has met with a most gratifying reception
from physicians and patients. We do hot claim that it is yet perfect.

Changes will undoubtedly be made from time to time, but eventually
it is intended that we shall be able to meet all of the requirements.
Meanwhile, our sister States, California and Washington, have
comparable set-ups. The ultimate hope is that, through conferences
between delegates of such local groups from all over the country, we
shall eventually arrive at the ideal type which will insure the highest
possible quality of medical care at a cost below that which could be
attained under Federal control. In that way only can the high standards of medical practice be maintained and the time-honored relation
of doctor and patient be retained.
The CHAIRMAN. Do you believe, Doctor, that every effort should
be made to improve the facilities and provide facilities in all parts
of the country where they do not at present exist ?
Dr. BENSON. Yes, sir.
The CHAIRMAN. And of course, you know that this committee re-

cently reported a bill known- as the Hill-Burton bill for the construction of hospitals?
Dr. BENSON. Yes.

That is the legislation that I referred to.

The CHAIRMAN. Yes.
Dr. BENSON. Yes sir.
The CHAIRMAN.

ell, Doctor, you have given us a very. compre.

hensive statement here. We will give it very careful study.

Senator DONNELL. Doctor, among the very interesting statements in

your discussion this morning, is that which appears on page 4, in which

you say:

It is my understanding that under the somewhat vague and indecisive terms
of the act, the Surgeon General, operating under a layman, the Federal Security
Administrator, would be empowered to hire doctors, dentists, nurses, and technicians; define their duties, methods of treatment, and rates of pay.

I am wondering as to the power which you refer, and which you

construe the act to vest in the Surgeon General operating under the
Federal Security Administrator, whom you point out to be a layman.
Did you have in mind the particular sections of the act that convey
to the Surgeon General the power of prescribing methods of treatment
to be followed by the physician ?
Dr. BENSON. I think I could find them.
Senator DONNELL. Perhaps I might ask you whether or not you
have in mind the provisions on page 36 under 'Administration," where

it is prescribed that the Surgeon General-

shall also have the duty of studying and making recommendations as to the
most effective methods. of providing personal health service benefits-
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and then the further provisions defining personal health service bene,fits, which definition appears on page 65 to includegeneral medical benefit, special medical benefit, general dental benefit, special
dental benefit, home-nursing benefit, laboratory benefit, and hospitalization
benefit.

The further provisions on page 38, under which the Surgeon Gen,eral is authorized, after consultation with the Board and after consultation with the Advisory Council, and with the approval of the
Federal Security Administrator, toprescribe and publish such rules and regulations and require such records and
reports-

et cetera.
The further fact that the Surgeon General has the power, as I recall
it, to designate who shall be qualified as specialists or consultants, and
entitled to the special rates of compensation provided for specialists
and consultants as set up at pages 45 and 46.
Also, the provision on page 46 at or about lines 18 to 22, in which
it is prescribed that:
The services of specialists and consultants shall also be available when requested by an individual entitled to specialist and consultant services as benefits
and approved by a medical administrative officer appointed by the Surgeon
General.

Dr. BENSON. That is correct.

Senator DONNELL. I shall not read any further illustrations, but is

it this general power that the Surgeon General has to prescribe rules
and regulations to designate persons who are considered by him to be
qualified, provisions of that type, which, in your judgment, do vest
in the Surgeon General, subject to the approval of the Federal Security Administrator, the power to prescribe actual methods. of treatment?
Am I correctly outlining and interpreting your thought and the
basis of it?

Dr. BENSON. That is correct, Senator Donnell, and I was also taking into consideration my own experience with Federal agencies, for
instance, the Veterans' Administration.
I have served under that as consultant in the past years over a period
of years, and it has been my observation in that respect that there was
always a tendency to prescribe certain methods, certain definite methods, and even to the point of specifying certain forms of medication;
that the doctor who is responsible for the care was limited somewhat
in the particular medication which he could give, and even to the point
that the Administration might advertise for bids for aparticular type
of medication, and the physician much prefers to be able to prescribe
what is best rather than that which comes cheaply.
Senator DONNELL. Doctor you have made it even more vivid than
from any other witness that has appeared here, as to the thought you
have in your mind, and the danger that I understand you to see envisaged in this legislation along the line of vesting way up here in
Washington in the hands of the Surgeon General under the control of
a layman, the Federal Security Administrator, the actual power as a
practical matter to prescribe methods of treatment.
You regard that,I take it, as a very real danger under this bill ? Am
I correct in that?
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Dr. BENSON. I do, Senator with one qualification.
I am not really as much afraid of a layman at the head of it as my
words might have implied.
Senator DoNNEL. Suppose we leave out the "layman" part of it.

Dr. BENSON. Yes.
Senator DONNEm. There still exists in your mind, as I get it from
the language at page 4 where the first. point you make is that the
Surgeon General would be empowered to define methods of treatment,
that you feel that there is a danger, in view of the control in certain
administrative respects, in the fixing of fees.
Dr. BENSON. Yes.

Senator DONNELL. All these powers residing in the Surgeon General. You feel, as I understand it-and if I am incorrect, please check
me-you feel there is a very real danger that there will be a species of
domination, or a possibility, at any rate, of it in one hand, or one head,
or one person up at the top of this plan of prescribing methods of
treatment all over the United States, which might not be advisable in
the proper development and independent development of the medical
science.

Am I correct in that statement?
Dr. BENSON. That is correct, Senator. I feel that too much centralization of power, when dictated to the doctor in the treatment and
handling of patients, would hamper him in giving the best form of
treatment.

Senator DONNLE. Yes.
And is it not a danger, also, Doctor, that is inherent in human
nature, that a doctor over the country would like to be on good terms
with the Surgeon General They would like to be considered as not
in opposition to the policies of the administration of this plan, that

there might be a tendency on the part of some to surrender their own

personal initiative in favor of the suggestions made by the Surgeon

General.
There is that danger, is there not
Dr. BENSON. That is correct.

resistance.

By following the lines of least

Senator DONNELL. Yes, sir.
Doctor, I will ask you a question which may or may not have any
bearing.
Did you ever hear of Dr. Coe, of Oregon or Washington, a doctor
by the name of Urling Coe
Dr. BENSON. The name is very familiar. There have been several
Doctors Coe in Oregon.
Senator DONNELL. I am not sure whether this gentleman is from
Washington or Oregon.
Dr. BENSON. I think Washington.
Senator DONNE.
Doctor, do you recall knowing a gentleman
by that name?
Dr. BAUM. I remember the name of a Doctor Coe in Washington,
whom I believe was one of the editors of our Medical Journal, Northwest Medicine, but I am not sure of the first name.
Senator DONNELL. Do you know if he is the author of a book, the
title of which approximates the title of that by Balzac, "The Country
Doctor 9"
Dr. BAUM. That I do not know.
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Senator DONNELL. He appens to bean old schoolmate and'& friend

of mine.
He sent me this book. It is highly interesting. I received it years
ago. I was wondering whether your observation of the country
doctor, through his personal relationship, to which one of these other
doctors, who appeared here, has particularly referred this morning,
is still a respected and vital force in the respective communities of
your State?
Dr. BENSON. I would like, Senator, to speak for just a moment on

that particular point.
Senator DONNELL. Yes, sir.

Dr. BENSON. I am a specialist, always have been, but yet I would

like to impress it upon this committee that my main' interest in this
plan is to provide for the country doctor and the family doctor, as the
backbone of the medical profession. That is the way I look upon it.
Senator DONNELL. Doctor, is there not an express recognition in this

act, notwithstanding this compulsory feature, and panels, et cetera,
is there not an express recognition of the importance of the family
doctor in this language appearing at page 46, which says:
The services of a specialist or consultant shall ordinarily be available only
upon the advice of the general or family, practitioner or of a specialist or consultant attending the individual.

That recognizes in its language the very point that you make as
to the importance of the family doctor and preserving the family
doctor or the country doctor, does it not ?
Dr. BENSON. Yes. I think the bill is quite correct in that regard.
Senator DONNELL. Yes, sir.
But the bill then does proceed along this line of providing panels
and providing the maximum number of persons that may be assigned
to any one doctor, so that if you or I happen to get in an hour or so
late, after the final close of the list, we have to go over to some other
doctor.
That is a provision of the bill?
Dr. BENSON. Yes, sir. And the patient would not have free choice
of physician.
Senator DONNELL. Would not have free choice of physician.
Do you regard it important that the patient have free choice of
I
physician
Dr. BENSON. I do.
Senator DONNELL. Do you regard the personal relationship be-

tween the doctors and patients, and the psychological advantage of the
patient dealing with a doctor in whom he has confidence, do you regard that as being of value to the American people ?
Dr. BENSON. Yes, sir; I do.
Senator DONNELL. Yes, sir.
Dr. BENSON. I would like to go further on that particular point
and bring out one point I have not emphasized.
Senator DONNELL. Yes, sir.
Dr. BENSON. I think that the freedom of the patient to choose his
own doctor should even go beyond the local bounds or even the State
bounds.
In a very serious regard,. with my own daughter, I once had to go
from Portland a distance of over 700 miles to San Francisco to get a
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man in a particular' specialty whom I considered to be nationally
known, and it proved to be a correct decision, to get such a specialist.
Senator DONNELL. Yes.

Doctor, I am glad you mentioned that point.
Take, for instance under this panel system set up in pages 46 and 47.
As I understand that, there would-be a list of doctors in a particular
area, some community area, which list will be available for people in
that community.
That is right, is it not?
Dr. BENSON. Yes, sir.
Senator DONNELL. There is no provision in this bill, so far as I
know, Doctor-and if I am wrong, please check me again-which gives
to the person, we will say, in Walla Walla, Wash., the right to select
a doctor over somewhere in the area out of that area, perhaps some
other point in the State of Washington or over across the line into
Oregon.
There is no provision of that kind, is there ?
Dr. BENSON. That is my impression from reading the bill.

Senator DONNELL. Yes, sir.
In addition to that, Doctor, this bill, as I understand it, sets forth a
procedure under which a panel of doctors and a list of men who are
to serve under it, is published, and then the persons are required to
make their selection from that panel if they want to obtain the benefits
of the bill.
May it not be true.that a man's selection that he would make of a
doctor when the man himself is in the best of health, might be slightly
different from what he later on would find that he needed when he
acquires a certain type of malady or wants another doctor better
qualified for that type
That is correct, is it not ?
Dr. BENSON. That is right. And he might even go to the point of
wishing to go directly to a specialist.
Senator DONNELL. Yes, sir.
Now, under the terms of the bill, at page 46, if he wants a specialist
and it happens that his family physician or general practitioner or
the specialist or consultant attending him under the bill shall not approve of it, he can then obtain the services of such additional specialists
only if such additional employment be approved by a medical administrative officer appointed by the Surgeon General. That is true, is it
not?

Dr. BENSON. Yes, sir.
Senator DONNELL. Yes, sir.

Now, Doctor, do you see any difficulty of administration there, in
having these medical administrative officers scattered all over the
United States to pass on questions of that kind
Dr. BENSON. Well, the main criticism I would make of it is that it
is very bulky, unwieldly, and also correspondingly expensive--the
organization.
Senator DONNELL. Let me just give one illustration, and see what
your judgment is on this:
Take, for instance, in Helena, Mont. A man gets sick, and he thinks
he needs a particular heart specialist. The man that he has selected
a year before that, under this panel, that he thought was all right at
that time, says, "No, you do not need a specialist."

-
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Then this man appeals on to a medical administrative officer appointed by the Surgeon General. That is going to necessitate not
only the man that has been selected by him, by the patient, passing on
the need for the specialist, but also a special procedure of some kind
by which this medical'administrative officer is brought into the scene
to pass on the question.
That is the procedure, is it not
Dr. BENSON. That is right.
Senator DONNELL. NOW, is there not apt to result a very great deal
of conflict or delay in the event the administrative officer is busy with
some other case when that type of procedure is called upon to be used
There is that danger?
Dr. BENSON. Yes. And that delay might be very serious in an

emergency.
Senator DONNELL. Yes, sir.

Now, do you find anything in this bill, Doctor that prescribes any
qualifications that this medical administrative officer, to be appointed
by the Surgeon General, who is to act as a sort of supreme court over
these practicing physicians, must have in order to be a medical administrative officer
Dr. BENSON. I did not find it.
Senator DONNELL. NO, sir.

SThat is all.
The CHAIRMAN. Doctor, you feel that these provisions of the bill

providing these different matters that the Senator has been questioning you about are too unwieldy and complicated
SDr. BENSON. Yes. I think they are rather vague.
The CHAIRMAN. Yes.

Dr. BENBON. And unwieldy and probably unnecessarily compli-

cated.
The CHAIRMAN. Unnecessarily complicated.

Then you think that if any attempt were made to put a bill of this
kind into effect it would have to be gone over very carefully and modifications made to it to meet some of these points that you have raised?
Dr. BENSON. Yes; I do, Senator Murray, and I have in mind there

particularly an evaluation of the preceding bill, 1050, I believe-The CHAIRMAN. Yes.
Dr. BENSON. By the American Bar Association, in which they spoke

particularly of the indecision, the vagueness, and of the peculiar terms
used, which made it very difficult to understand what they were getting at.
I have that in my folder somewhere.
The CHAIRMAN. We had a doctor here just a few days ago from
New York, Dr. Baehr, who is, I believe, president of the American
Academy of Medicine in New York, a very important institution,
which makes studies of problems of this kind, especially problems with
reference to medical care.
And he went over the bill very carefully and offered a great many
criticisms to it.
And I think that as the result of all the testimony that we have
been receiving here we have been able to discover many deficiencies
and defects in the bill that should be remedied.
Of course, you appreciate the fact that the bill also provides a National Advisory Medical Council, policy council, which is to be set
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up under the bill, and provides among other things here that the
Advisory Councilshall advise the Surgeon General with reference to questions of general policy

and administration in carrying out the provisions of this title, including (1) professional standards of quality to apply to personal health service benefits; (2)
designation of specialists and consultants; (3) methods and arrangements to
stimulate and encourage the attainment of high standards through coordination
of the services of general or family practitioners, specialists and consultants,
laboratories, and other auxiliary services, and through the coordination of the
services of physicians and dentists with those of educational and research institutions, hospitals, and public health centers, and through other useful means-

And it goes on with the other provisions there in that respect.

And that advisory council, also,

shall establish special advisory, technical, regional, or local committees or
commissions, whose membership may include members of the advisory council
or other persons or both, to advise upon general or special questions, professional and technical subjects, questions concerning administration, problems
affecting regions, or localities, and related matters.

So that there is ap effort here made to provide a system under which
the medical profession in each section of the country shall be able
to help in carrying out the provisions of the bill.
You observe that
Dr. BENSON. Yes.

In that connection, Senator Murray, I would have the same objection that I believe Dr. Foos made that this council is, after all, appointed by the Surgeon General, and the additional objection that
this council has no power except to report. That is in the terms of
the bill.
The CHAIRMAN. Yes.
Dr. BENSON. It has no power except to report.
The CHmMAN. Of course, it has to make a report of its consul-

tations, and if it failed to recognize the doctors and physicians of
the local community in the recommendations that were made to him,
he would have to report that, and if it was found that he was failing
to recognize it, of course, something could be done about it.
And then I might call your attention also to the fact that. while
that council is to be appointed by the Surgeon General, some other
procedure for appointing that council could be provided, could it not?
Dr. BENSON. I think it should.
The CHAIRMAN. For instance, in the various States, if the council

were named or recommended by the State medical association, that
would be satisfactory, would it not
Dr. BENSON. I am not quite sure, Senator Murray, just what would

be the best provision, but I do feel that the council should, if possible,
be given some power which would add rather than just be supportive
of the'authority of the Surgeon General.
It does not seem to me that it adds much except that he can call
on them for advice, which he may or may not follow.
It does not follow that le has to observe the recommendation, even
the unanimous recommendation, of such a council.
Senator MORSE. I do not have any question, Dr. Benson, except to

make this comment: I am glad you put in your testimony the material
starting at the bottom of page 3 and running through the first paragraph at the top of page 4, in which you express yourself in favor
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of combining the health department where these various health
agencies can be brought under one department.
I shall send to you as soon as it is ready for comment a bill that is
now being drafted by a group of us, that seeks to accomplish what
you have m mind, I think, although it may be broader in scope than
you have in mind, because it would be a combined public health and
welfare bill,,with a position in the Cabinet, and I would like to get
your comments on it when it is ready.
Dr. BENSON. Thank you, Senator.
Senator DONNELL. May I make one observation by way of a

question:
Doctor, the chairman referred to the Advisory Council and mentioned the fact that through it, as he put it, as I recall it, the medical
profession wiuld have the opportunity to counsel and advise with the
Surgeon General.
Dr. BENSON. Yes.

Senator DONNELL. May I at this point call your attention to the

fact that the membership of the Advisory CounciL is to include, however, not only medical and other professional representatives, but public representatives in such proportion as are likely to provide fair
representation to the principal interested groups that furnish and
receive personal health services.
Dr. BENSON. Yes.

Senator DONNELL. I am not calling that to your attention in a
critical attitude, but I do call your attention to it and ask you whether
or not I am correct in so doing, that there is no requirement as to the
number, out of those 16 persons on that council, vho are to be medical
or other professional representatives, and I also call your attention to
the fact that we have already had testimony before our committee in
which labor has very strongly presented their views that it should be
represented on the Council, we had a gentleman in here representing
the colored people, the Negroes, who took the position they should be
represented upon the Council, as I recall it, and there may well be
other groups from all types who are in our country that will properly
consider that they should be on the Council.
The point I am making, and I ask you, am I correct in this, that
there is nothing in this bill which in any sense guarantees that the
Advisory Council shall include any specialists, and there is nothing
in this bill which specifies the number of doctors or representatives
of the medical profession who are to be on that Advisory Council. Am
I correct in that ?
Dr. BENSON. I think so, Senator, and I do feel that it should be provided without stating the number that enough physicians should be
provided to insure that the family doctor will be represented
adequately.
Senator DONNELL.. Yes, sir.
Dr. BENSON. And then some of the leading specialties should also
be represented.
Senator DONNELL. Yes, sir.
Dr. BENSON. And if the appointing power wishes to put a Negro
on. I think it would be all right.
Senator DONNELL. Yes, sir.
Dr. BENSON. And a laboring man, or any other.
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Senator DONNELL. I want to make it clear, Doctor, if I may: There

is no criticism on my part intended as to the inclusion of Negroes or
representatives of labor or management or any other person.
The point I was directing my attention to was that this Council
is not in any sense restricted, and I am sure the chairman did not mean
to so imply; it is not restricted to representatives of the medical profession, and that there is no requirement as to the number of medical
representatives, and no requirement whatsoever that anybody thereon
shall be either a representative of the family-doctor class, or a representative of the specialist class.
The CHAIRMAN. In other words, Doctor, if the provision recognized the right to have on the Council members properly representing the medical profession, the specialists and the family doctor, you
would have no objection to somebody being on there also, to represent labor or some other group of that kind? We are living in a
democracy, of course, and under a national law of this kind there
would be nothing wrong about having somebody else, as long as the
medical profession were able to express their views and give their
advice in the administration of the law ? You could have no objection
to somebody representing labor being on there also?
Dr. BENSON. Not at all. I would emphasize that since it is a
medical council, largely, that the medical profession should be
broadly represented.
The CHAmMAN. Yes.
Senator DONNELL. I might mention, at that point, Doctor, that

the name assigned to this Council is "National Advisory Medical Policy Council," which emphasizes, I take it, the importance of having
adequate medical representatives upon the Council?
Dr. BENSON. Yes.
Senator DONNELL. I take it neither you nor I have any objection

to these other groups being represented?
Dr. BENsoN. Not at all.
Senator DONNELL. Labor, management, racial, any type of repre-

sentation, we are not objecting to that, are we, Doctor; at least, you
are not
Dr. BENSON. Not at all.
Senator DONNELL. And I am not.
The CHAIRMAN. I approve of what you say.

I believe the medical

profession should be strongly represented, so that they could put
forth the viewpoint of the medical profession, which is so important
in the administering of a law of this kind.
Thank you, Doctor.
Dr. BENSON. If I may just conclude with one statement that defines my position on the bill in general. In speaking of a bill there
are many minor details that might, from the medical standpoint, be
undesirable, but emphasis should be called to the fact that the real
objections throughout, and the irreconcilable objection is the compulsory insurance plan that occurs in title II.
Senator DONNELL. You are opposed to that plan

Dr. BENSON. I am opposed to that plan, and the medical society
which Dr. Baum and I represent are opposed to it.
The CHAnIRAN. You make your position very clear in the state-

ment that you have given.
8507--46---pt. 4----15
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Dr. BENSoN. Ye, sir.

The CHAIRMAN. Thank you, Doctor.
Senator DONNE .. Jus one further question, Mr. Chairman. Pardon me.
The gentleman appearing here from Montana this morning reerred to the delegate from the American Medical Association interesting himself in going around all over the State
Dr. BENSON. Yea, sir.
Senator DoNNwLL. Do you regard the delegate to your American

Medical Association from your State as possessing an adequate opportunity to know the sentiments and the views of the medical profession all over the State?
Dr. BENSON. I do, Senator, and if our delegate had not done that
he would not have been reelected repeatedly.
Dr. Fitzgibbon, who is our delegate, over a period of years always
made it a point to attend the meetings of the Council and the house
of delegates of the State society, to interest himself in all of the State
medical activities and he always attended the meeting of the national
house of delegates.
Senator DONNELL. And he would not have been reelected as you
have indicated, I take it, if he had not fairly represented the views
that your Oregon doctors felt to be the correct views; is that right?
Dr. BENSON. That is right.

Senator

DONNELL.

Yes.

The CHAIRMAN. Senator Cordon, do you wish to ask any questions?

Senator CORDON. I am most happy to have the opportunity of listening to Dr. Benson, and I am looking forward to bearing Dr. Baum.
I am not a member of the conmmttee, gentlemen, and it is by their
grace that I am here this morning. I am most pleased to hear the
testimony, and I hope I will have an opportunity to study it carefully.
The CHAIRMAN. All right.

Dr. Baum, you are the next witness. You may proceed with your
statement.
STATEMENT OF DR. WILLIAM A. BAUM, OREGON PHYSICIANS
SERVICE
Dr. BAUM. Mr. Chairman, I deeply appreciate the opportunity afforded me to appear before this committee and participate-in some
small measure in the consideration of this important legislation, S.
1606. In his statement at the opening of these hearings the chairman
said:
These hearings offer a challenge to all those who participate, a challenge that
can be successfully met only by a sincere determination on the part of everyone
to try to understand the other man's point of view and to examine the problems
in the light of facts rather than through slogans or prejudices.

In my discussion here today, I shall make every effort to follow the
spirit of this statement: to present facts and to avoid slogans.
The facts which I shall present are those which we have learned
in the operation of prepaid medical plans in the State of Oregon during the past 15 years. It is my understanding that I am here because
the committee is interested in hearing about Oregon Physicians Service, and I sincerely hope that what I may tell you of our experience
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may be of some value to you gentlemen in your deliberations upon this

bill

I shall fist discuss Oregon Physicians Service in general and then
select from our operation certain facts which I believe to be pertinent
to, and to have a direct and definite hearing upon, your analysis of
Senate bill 1606 as it is presently written.
THE 0REGN PHYSICIANS SERVICE

Oregon Physicians Service is a prepaid medical-service plan, sponsored by the physicians of Oregon and operated on a nonprofit basis.
Under this plan we write three types of contracts:
First. The full coverage medical and hospital agreement.
Second. The supplemental group family surgical, obstetrical, and
hospital service agreement.
Third. The supplemental group family hospitalization agreement.
In the first type of agreement, te full coverage plan, the individual
pays to Oregon,Physimcans Service the sum of $3 per month-I may
say that the sum is at present $2.50; we are not coming out on it and
it is necessary to raise it to $3 beginning June 1-in return for which
Oregon Physicians. Service agrees to furnish this individual the medical and hospital service required for the proper treatment of any ill-

ness or nonoccupational injury.

*

Occupational miury, of course, is covered by the State industrial
accident commission.
Medical service provides for the usual examinations and treatments
by physicians% including specialist's care; an annual complete physical examination, X-ray examinations, and prophylactic measures,
such as smallpox vaccination or inioulations with the various antitoxins. Limited dental service is also provided.. Hospital service
provides for hospitalization, including all such items as the use of
the surgery, X-rays, laboratory fees, and medicines used while in
the hospital.
Hospitalization in private rooms and the services of special nurses
are provided when necessary.
Certain .diseases, such as sanity, alcoholism, drug addiction, are
excluded and there is some limitation on the treatment of chronic
illnesses in the present contract. However, the wordipg of the contract is such that most chronic illnesses do receive treatment, and it
is our intention to remove this limitation on the treatment of chronic
diseases in the near future.
The second, form of contract is the supplemental group family
surgical, obstetric, and hospital service agreement. I apologize for
the name, hut apparently they tried to put in a descriptive name;
it is a contract designed to supply medical and hospital service for
almost all serious
esses and injuries which might affect the members of the family of the- employee who is covered under the full
coverage agreement and to eliminate coverage for minor complaints,
To accomplish this, the contract provides medical and surgical services for aL major and minor operations, the treatment of fractures
and dislocations, and obstetrical service. The cost of this contract
varies according to the size of the family, but is not more than $4.60
per month for a family of any size.
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The third type of contract, the supplemental group family hospi.
talization agreement, provides for hospital service only which is supplied for any illness or injury. The cost of this contract also varies
with the size of family but is not more than $1.50 per month for any
family.
This briefly outlines what Oregon Physicians Service is and the
types of coverage at present offered to 'its subscribes. Its method
of operation and the reasons for its successful operation can best be
understood by giving you a brief review of the history of this organization and the organizations which preceded it in the State of Oregon.
In 1930 a plan was inaugurated in the city of Salem under the
name of Salem Physicians and Surgeons Hospital Association. There
were, at that time, about 30 physicians practicing in Salem and all
but 2 or 3 agreed to offer their services on a contract basis to groups
of employed persons to provide a coverage very similar to that outlined above under the full coverage medical and hospital agreement.
Salem physicians spent a great deal of time in serious study before
embarking upon this venture and all of the physicians were thoroughly indoctrinated in the purpose of the plan and the cooperation
that would be required to make it successful.
A board of directors was elected which was truly representative of
the physicians in the community. This board held frequent meetings and participated actively in the operation of the business, even
to the point of scanning carefully items of minor expense and reviewing the treatment provided in each individual illness.
During the formative years of the Salem plan, members of the
board of directors held many meetings with various groups of employees covered under the plan, giving them a clear picture of how
the plan worked, what our problems were and how the plan must be
operated if it was to provide adequate service, and the cost to the subscriber kept down to a reasonable level.
I mention these facts not for the purpose of offering praise to the
people of Salem whose contribution of time and effort made the plan
possible, but to emphasize the fact-which I shall discuss more fully
later-that plans such as these succeed only when there is complete
cooperation and intelligent cooperation of the physicians supplying
the service and the subscribers who receive the service.
Neither do I mean to imply that the people of Salem made any
greater contribution than people in other parts of the State; since,
during the next 10 years, similar plans were set up in other communities about the State until there were 11 in all, and in each group the
same effort had to be made on the part of both physicians and subscribers.
The 11-plans covered the State farly well, as they were established
in centers of trading areas. The plans were all successful in the sense
that the individuals covered were generally well satisfied with the
services supplied and the physicians cooperated wholeheartedly.
As the years passed, some of us became convinced that it would be
quite desirable to establish a plan which could operate on a State-wide
basis. Accordingly, in 1941, Oregon Physicians Service was formed,
and began its operation in 1942.
At the time of the formation of Oregon Physicians Service, it was
anticipated and expected that the local organizations which had
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preceded it would become amalgamated into Oregon Physicians Service and this has occurred, with the exception of four of the locals.
Oregon Pyhicians Service cooperated fully with the remaining four
locals; their doctors are also on the staff of Oregon Physicians Service,
and each may give service to the other's patients.
At the present time, of,the-approximately-950 actively practicing
physicians in the State of Oregon, 905 are on the staff of Oregon
Physicians Service.
Aof December 31, 1945, Oregon Physicians Service covered 48,880
subscribers. This is a marked drop from the previous year when we
covered 85,811- and this is due to the closing of war industries with
conseque~it shifting of workers.
These workers are rapidly coming under coverage again and we expect to soon reach and exceed the previous level.
We now have as of this date approximately 55,000 covered. The
four locals which have not yet joined Oregon Physicians Service cover
about 20,000 more people.
At the present time in Oregon we feel that from our experience of 15
years we have learned how to operate this type of contract practice
successfully; that we are in a position to know its advantages and
limitations; are well informed of the factors which make such plans
successful; and are equally well informed of the factors which make
success impossible.
We are aware that the medical profession in many other States has
passed through similar stages of development, and that the profession
as a whole is now in a position to expand this type of coverage rapidly
to cover the entire country.
We feel that each State should have its own organization and we
also feel that one State is the largest unit that should be covered by
a single plan. We believe that it is necessary to have an organization
to facilitate ,cooperation between State plans, and are giving our
wholehearted support to Associated Medical Care Plans-the organization which has recently been formed for that purpose.
It is my understanding that 38 States now have or are forming State
plans and will cooperate under Associated Medical Care Plans.
Senator DONNELL. Pardon me, Doctor, is that Associated Medical
Care Plans the organization that has.been formed under the auspices
of the American Medical Association
Dr. BAUM. Yes, sir. I am not certain to what extent the American
Medical Association sponsored the formation of this Associated Medical Care Plans. Actually the members of the commission on this
Associated Medical Care Plans are individuals from various States
who have plans like ours, and the pressure came from below-from
us-rather than from the American Medical Association.
It is, however, approved by the American Medical Association.
Senator DONNELL. Perhaps I should not have used the word "auspices." However, I km correct in my understanding that it is the one

recently organized under the laws of the State of Illinois?

Dr. BAUM. That is correct, sir, and it is approved by the American

Medical Association.

Senator DONNELL. There was one referred to in the testimony of one

of the gentlemen from the American Medical Association, and I inferred this was the one.
Dr. BAUM. Yes, sir.
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I shall now turn to a discussion of certain facts and ideas which

have developed from our operation of Oregon Physicians Servie and
which I feel may be pertinent in consideration of S. 1606.
MAJOR ILLNTNE8SW

RELATIVELY INFREQTUE1~

It has been frequently stated that one of the most serious problems
we have to face in this country is the fact that any family may be
struck by an illness that threatens that family with economic disaster.
I agree that this is a serious problem and I believe that one of the
goals which should be attained in the near future is to lift the burden
of expensive illness from the individual.
It is also my opinion, however, that the occurrence of these catastrophic illnesses so impresses our minds and so arouses our sympathies
that we are inclined to overestimate the frequency of their occurrence.
They form but a small part of the total medical care received by the
people each year, and consume but a small part of the total funds paid
for that medical care. I base this opinion upon my own experience
as a practicing physician on the experience of other physicians with
whom I have discussed the matter, and on the experience of Oregon
Physicians Service.
For the purpose of this discussion, I have considered that any illness costing more than $100 in doctor and hospital bills should be
considered an "expensive" illness.
Of the individuals covered by Oregon Physicians Service, we have
found that less than 10 percent require expenditure of more than $100
for doctor and hospital bills in any one year.
Or the picture may be presented in a different manner by stating
that in our experience approximately 70 percent of the total medical
dollar goes to pay for illnesses costing less than $100 and only 30
percent to pay for illnesses costing more than that sum.
These figures, of course, are for a certain population group, the
employed group, and the percentage would, no doubt, change if other
groups were included. I believe, however, that they are statistically
significant and would not be radically changed by the inclusion of
other groups.
Our main endeavor in formulating prepaid medical plans should
be the elimination of this burden of the expensive illness because of
the serious economic consequences to the individual: because the expensive illness is also the illness which disables and iills and because
it is a problem which can be solved practically and with relatively
little expense.
It is not the coverage of expensive illnesses which causes prepaid
medical plans to become expensive or to fail-it is the attempt to
provide complete medical service for the minor illnesses and complaints.
Many believe that if people could visit their physicians without
cost they would call for his services earlier in each illness, and this
would be desirable in preventing minor illnesses from becoming more
serious.
It has been observed under Oregon physicians complete coverage
that this desirable situation is not actually brought about. In this
regard people may be divided roughly into three groups or types.
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The first type demonstrates the capability of making an intelligent
decision as to when medical care is required, and do not tend to call
for it needlessly or to prolong its use.
The second type, of a euphoric nature, or ignorant or unobservant,
neglect early signs of illness and are brought to the physician only
by pain or fear.
These two types are influenced very little by the financial factor in
seeking medical care.
The third types includes those individuals, preoccupied with their
bodily sensations and symptoms, who come to the doctor needlessly
and who insist upon an undue amount of medical care in'each illness.
This third group, quite large in number, is influenced by the financial
factor in seeking medical care, and it is their activities which increase
tremendously the cost of prepaid medical plans.
EFFICIENCY DOES NOT INCREASE WITH SIZE OF PLAN

The second matter which I wish to discuss is efficiency of operation.
Under the general term "efficiency," I include cost, maintenance of the
quality of medical care, and satisfaction of the patient 'with the
service.
In our operation of a prepaid medical plan, we have found that
beyond a certain relatively small size increase in the size of the operation does not increase its efficiency. Rather, there is a definitely opposite trend.
The reason for this is that medical care consists of a large number
of individual, separate, and highly personal relationships between
doctors and patients.
Proper medical care consists of the treatment of the patient as an
individual human being and not merely as a disease entity. Because of these facts, the efficiency of medical practice cannot be improved by any type of production-line operation, planning, or regulation.
This loss of efficiency in medical practice has been demonstrated
repeatedly throughout the years in all types of contract practice, and
was illustrated perfectly in the military service during the war; where,
in spite of the most skillful planning on the part of able and conscientious men it was demonstrated that all regulating and organizing resulted only in an increase in the number of doctors required to care
for a given number of people.

In making this statement I am referring not to combat units but to
posts, camps, and stations in the continental United States which were
comparable to small cities in the supplying of medical care to the
inhabitants.
HIGH COST OF 8. 1606

The third matter which I wish to discuss is that of the cost of supplying complete medical coverage.
Oregon Physicians Service is at present charging its subscribers $8
per month. Although we cover a relatively small number of people,
we have demonstrated to our satisfaction that increasing the size
of the operation will not lower the cost.
We do not supply drugs except to hospitalized patients, and the
cost of drugs will run not less than 10 percent of total income.
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Our administrative costs have varied in the neighborhood of 10
percent and were 12 percent for the year 1945. I doubt that this expense can be decreased by increasing the size of the operation, particularly an operation carried on by the Federal Government.
We do not include in our coverage invalids or children.
I must conclude, therefore, that the cost of carrying out the provisions of title II of Senate bill 1606 cannot be less than and must be
more than the cost of Oregon Physicians Service.
How much more the cost may be, I do not feel qualified to estimate,
but it certainly could not be less than $3.50 per month or $42 per year
for each individual covered.
I should now like to compare Oregon Phypicians Service and title
II of Senate bill 1606 as to certain similarities and certain differences.
Oregon Physicians Service is not, and has never been, considered
by us to be insurance. It is a form of contract practice. The agreement made between Oregon Physicians Service and the individual
covered reads as follows, with certain legal verbiage omitted:
* * * Oregon Physicians Service for and in consideration of the sum or
sums of money paid to it * * * agrees to make available to each employee
covered under this contract * * * as occasion demands * * * medical
and surgical service, hospital accommodations, ambulance service, dental, and
other benefits as follows * * *.

Section 201 of S. 1606 reads:
Every individual, who is currently insured, and has leen determined by the
Board to be eligible for benefits under this title in a current benefit year, shall
be entitled to receive personal health service benefits.

It will be noted that the language is very similar, and that Oregon
Physicians Service and the Federal Government each agree to deliver
to the individual covered medical, hospital, and other services.
There are, however, the following differences:
Under Oregon Physicians Service, the doctors of Oregon with
medical service to deliver voluntarily agree to sell that service on
a contract basis.
Under Senate bill 1606 the Federal Government, which has no
medical service to deliver, contracts to deliver such service and in so
doing is selling the service of the physicians of the United States on
a contract basis. And, I might add, is selling this service under conditions not of the physicians' own choosing and against the will of
the majority. I question the ethics of this procedure and believe that
it is justified only if a state of emergency exists in regard to the public
health.
Oregon Physicians Service has never contracted for or encouraged

people to believe that they might obtain services beyond our capability
to deliver.
Senate bill 1606 obligates the Federal Government to deliver com-'
plete medical service to every individual for every illness and encourages people to believe that they can obtain this service. Such obligation is impossible 'of fulfillment for the simple reason that there is
not a sufficient number of doctors in the United States to do that
amount of work.
Mr. Chairman, I should like to conclude my statement here.
I had added a paragraph or two in regard to another bill which
you wrote me about, but it is perhaps best to omit that for the present.
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The CHAIRMAN. That concludes your statement
Dr. BAuM. Yes, sir.
The CHAIRMAN. Doctor, have you forms of the several contracts that

you describe here that you might present for the record ?
Dr. BAUM. Yes, sir.
The CHAIRMAN. You may do that.

They will be inserted in the record.
(The documents referred to are as follows:)
OREGON PHYSICIANS' SERVICE
FULL COVERAGE MEDICAL AND HOSPrTA

AGREEMENT

(Sickness and nonoccupational accidents)
THIS AGREEMENT, made and entered into this ------- day of
-----,
19--.-, by and between OREGON PHYSICIANS' SERVICE, an Oregon corporation with offices located at Salem, Portland, and Medford, Oregon, licensed to
conduct the business of a hospital association under the laws of the State of
Oregon, hereinafter called O. P. S., and -------------------------hereinafter called the Employer.
WITNESSETH: That O. P. S., for and in consideration of the sum or sums
of money paid to it by the Employer, within the time or times hereinafter
mentioned, hereby agrees to make available to each employee covered under
this contract with the Employer and working in connection with the Employer's
operations at -----------------, from time to time during the life of this
contract, as occasion demands, and bear the expense thereof, medical and
surgical services, hospital accommodations, ambulance service, dental, and other
benefits as follows:
In accordance with Chapter 344, Oregon Laws, 1941, any employe may reject
the coverage of this contract at the time the contract is entered into or at the
time of his employment, if written notice to the employer of his desire so to
do, or, having been under this contract, by giving such notice thirty days in
advance of its anniversary date. It is agreed that the employer shall not retain
any portion of the wages of any employe who has filed a notice of rejection,
and such employe shall not be entitled to any of the benefits of this contract;
provided that any employe who has filed such notice of rejection shall, by withdrawing his rejection and subject to acceptance by O. P. S., have the right to
come under the coverage of this contract at a future date to be agreed upon
with O. P. S.
It is further agreed that O. P. S. shall render a warranty of service fulfillment
in the event that the employes of the employer have heretofore been under the
protection of a medical and hospital service agreement issued by another medical
contractor immediately prior to the effective date of this agreement. In such
an event said warranty of service fulfillment shall be executed by O. P. S. and
affixed to this agreement.
1. Medical and surgical aervice.-O. P. S. will bear the expense of necessary
medical and surgical treatment, except as hereinafter set forth, required by
any such employe for sickness or nonoccupational injuries, when furnished by
physicians and surgeons of the staff of O. P. S., who are authorized to render
such services at their offices, at cooperating hospitals, at the employe's home or
at the location of an emergency illness or injury. It is agreed that service outside of a physician's office will be provided only when the illness or injury of
the employee requiring service is of too serious a nature to permit him to call at
a physician's or surgeon's office. It is particularly agreed and understood that
each and every employe covered by this contract shall be entitled to unrestricted
choice of available physicians from the 0. P. S. list of member physicians in
the treatment of any illness or injury, excepting that O. P. S. shall retain the
right to direct the medical or surgical procedure in every case when, in the opinion of O. P. S., such direction is required for the welfare of the patient.
2. Emergency care.-In the event that an injury or illness is sustained within
the State of Oregon by an employe entitled to these benefits and the services

of authorized O. P. S. physicians are not available the Employer or the employe

may call the nearest available' doctor of medicine, licensed by the State Board
of Medical Examiners, to render emergency services to such injured or ill em-

y,
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ploye until such time as an authorized 0. P. S. physician can render said employe
attention, and the expense of the emergency treatment will be defrayed by O. P. S.
at regular O. P. S. rates for such service. It shall be the duty of the Employer
or other involved party to notify immediately 0. P. 8. that said injured or ill
employe is in need of medical attention and is being attended by an emergency
physician, and the failure so to do shall relieve O. P. 8. of all further responsibility and care of said employe excepting for actual emergency treatment. Emergency treatment includes surgical operations only when specifically authorized
by O. P. S.
3. Care of traveling employes.-Employes who are entitled to the benefits of
this agreement and may be injured or taken sick while outside of the State
of Oregon shall be entitled to the service of a licensed doctor of medicine, and
hospital service for serious cases, in the nearest city or town where the same
may be available, said services to be paid for by O. P. S. on the basis of regular
O. P. S. rates for such services. It shall be the duty of the injured or ill employe
to notify O. P. S. as soon as possible that he is in need of or is receiving medical
care. Failure on the part of said employe to give such notice to 0. P. S. shall
relieve O. P. S. from all obligations or liability in connection with any services
other than emergency treatment. It is understood that emergency treatment
includes surgical operations and extended hospital care only when specifically
authorized by O. P. S. Services hereunder are limited to the Continental United
States.
4. Specialists.-Services of O. P. S. staff specialists will be provided upon the
recommendations of any attending staff physicians and surgeons. Services of
eye, ear, nose, and throat specialists will be furnished when needed for the care
of injury or disease of the eye, ear, nose, or throat.
5. Dental service.-Dental service shall be provided by O. P. S. staff dentists
to the extent of the extraction of teeth and treatment of acute gum trouble for the
purpose of immediate relief. Extractions are limited to not more than four teeth
in any one case excepting that a staff physician may authorize additional extractions for the treatment of systemic sickness. Treatment for Vincent's Angina
or trench mouth will be furnished as well as dental X-ray when ordered by atending physician. 6. Medicines for hospitalized patients.--. P. S. will furnish all necessary medicines, medical and surgical supplies which may be used or prescribed by O. P. S.
staff physicians or surgeons In the treatment of said employes while they are
receiving necessary care in recognized hospitals as stipulated in this agreement
Serums and antitoxins will be furnished for the treatment and/or prevention of
virulent diseases specifically including pneumonia, diptheria, typhoid fever, smallpox, erysipelas, tetanus, infantile paralysis, meningitis, scarlet fever, undulant
fever, rabies, malaria fever, amoebic dysentary when such use constitutes accepted therapy or prophylaxis. Insulin will be furnished in the treatment of
diabetes.
7. First aid supplies.-First-aidsupplies for the use of employes in sickness and
nonoccupational accident cases will be provided and delivered to the Employer,
and will be maintained during the ife of this contract at such places as may be
indicated by the Employer. All unused supplies are to be returned to O. P. S.
at the termination of this contract. Whenever feasible, 0.. P. S. also will furnish
first-aid supplies for industrial accidents in accordance with the regulations of
the industrial insurance carrier.
8. Hospital service.-O. P. S. will bear the expense of hospital service and accommodations when required for the treatment of such employes in approved
general hospitals as may be arranged for by O. P. S. Such hospital service shall
include ward accommodations, board, hospital staff nurse, use of surgery, X-rays,
labboratory service, and medical and surgical attendance.
Private rooms will be provided in those cases of a serious nature which in the
judgment of the attending prysicl~ns require quiet surroundings and special
care. Should any such injured or ill employe not require special services but
nevertheless desire a private room in said hospital, 0. P. S. agrees to pay such
proportion of the cost of such room as O. P. S. would be required to pay for ward
service during the same period of time.
9. Ambulance service.-O. P. S. shall provide the necessary ambulance service
or other appropriate transportation for conveying the seriously sick and injured
to such hospitals as are appointed by O. P. S. to render hospital service in the
event that ordinary available transportation shall not be suitable.
10. Special nurses.-Services of special nurses shall be provided for serious
hospitalized cases when in the judgment of the attending physicians or surgeons
special nurse service is required.

I
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11. X-ray aeroe.--X-ray service shall be provided in cases of suspected fracture, and in all other injury or medical cases when use of X-ray shall be deemed
advisable by the attending physicians or surgeons.
12. Physical therapy.-Physical-therapy treatments shall be provided in all
cases when in the judgment of the attending physicians or surgeons such treatment shall be indicated.
13. Physical examinations.-One yearly examination of the entire body, including examination of the heart, lungs, blood pressure, hemoglobin blood test,
and analysis of the urine will be made by physician members of O. P. S. upon
request of the employe. Wassermann tests, blood counts, fluoroscopic, and X-ray
examinations are not included excepting when the examing physician finds specific
need for same and obtains authorization. Examinations requiring certification
are not furnished, nor will examinations be provided during the first 6 months of
membership in the association, excepting as provided in Section 17 (c).
14. Refractions.-Eye examinations and testing for glasses will be furnished by
0. P. S. eye specialists, providing that the employee has been continuously under
protection for at least 3 months, unless this service is necessary in the treatment
of an acute illness or injury. Glasses will not be furnished by O. P. 8.
15. Prophklaxes.-O. P. S. will furnish such prophylactic measures as may be
necessary in preventing the spread of disease among employes of the Employer.
This service includes cooperation with the State Board of Health in the analysis
of drinking water and general sanitation work. Vaccination and inoculation of
employes including the furnishing of vaccines and serums, will be provided in the
treatment of and to prevent infection and spread of virulent diseasesuch as
smallpox, typhoid fever, pneumonia, tetanus, etc.
16. Welfare department.-O. P. S. will maintain a welfare department through
which it will report to the Employer the condition and progress of patients
under its care as requested by the Employer, and will report on such other matters
as in its judgment are of special interest to the Employer, including matters
which may in any manner affect claims for Workmen's Compensation and those
affecting the general welfare of the employes of the Employer.
17. Medical, surgical, and hospital coveragee.-It is mutually understood and
agreed that this agreement shall cover hospital, medical, and surgical treatment,
and other services as hereinbefore provided in the following cases:
(a) All accidental injuries received by an employee during the term of his
coverage excepting industrial accidents.
(b) All acute sickness suffered by an employee at any time during the term of
his coverage, excepting acute illnesses diagnosed and/or being treated at the time
the employee is first covered under this agreement.
(c) Chronic conditions that become acute will be treated for all present covered
employees, providing that such conditions did not originate prior to the time that
such employees were first protected under O. P. S. Full Coverage Medical Service
or under a like or substantially similar service of another medical contractor,
when such coverage is immediately preceding coverage under this agreement.
Future employees will be entitled to coverage for chronic conditions that become
acute providing such conditions did not become active or manifest themselves
during the employee's first six months of membership. This will include hospital
care and medical and surgical care when needed for such conditions as goiter,
stomach ulcers, gall stones, kidney stones, traumatic deviated septums, sinus
conditions, hernia, cancer (including treatment by radium), diseased tonsils,
tuberculosis, neoplasms, chronic appendicities, diseases of the prostate gland and
diseases of the female reproductive organs. Chronic conditions originating prior
to the time that such employees were i)rst protected under O. P. 8. full coverage
medical service or under a similar service of another medical contractor are not
covered by this contract. "Chronic conditions" as used herein are those conditions of prolonged duration characterized by slowly progressing symptoms as
differentiated from "acute conditions" which are defined as those ailments of
recent origin, coming speedily to a crisis and requiring immediate medical and/or
surgical care.
18 Exemptions and imitations.-(a) The benefits of this agreement do not
apply to industrial accidents, insanity, mental disorders, pregnancy or childbirth
or their results, venereal diseases, alcoholism, drug addicltion, pyorrhea, unerupted impacted wisdom teeth, deformities, congenital physical defects, attempts
at suicide, injuries resulting from professional competitive sports; nor to any
condition that Is active, diagnosed or under treatment at the time of the employee
coming under this agreement, subject, however, to the provision of section (17)
of this agreement, nor to injuries occurring to the employee prior to the date such
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employee comes under the terms of this agreement. The benefits likewise shall
not apply to injuries resulting from acts of personal violence in which the injured
employee was the aggressor, nor to injuries or illness sustained as a result of the
use of intoxicating liquors, drugs, or narcotics by the injured or ill employee and
where the use of such intoxicating liquors, drugs, or narcotics was the primary
cause of the sustaining of such injuries or illness.
(b) O. P. S. shall not be required to furnish hospital, nursing, or ambulance
services for diseases subject to quarantine, but shall furnish physicians' services.
(c) All benefits herein provided for are limited to one year from the date of
first treatment of any particular condition involved, resulting from a separate
and distinct cause. Hospital care is limited to six months and private rooms are
limited to thirty days in any one case, excepting that in any case involving cerebral
conditions, tuberculosis, malignant neoplasms, or cardiovascular renal disease the
period of hospital service shall be limited to three months. 0. P. S. liability for
the furnishing of hospital and/or sanitarium care in cases of tuberculosis shall be
limited to a cost not greater than that encountered in cases receiving care at the
Oregon State Tuberculosis Hospital. It is understood that the period of thirty
days provided herein for private rooms shall be considered as a part of the total
hospital and/or sanitarium care as provided for herein. Special nursing care is
limited to thirty days' service in any one case.
(d) Materials for allergy treatments will not be furnished. 0. P. S. will provide the services of physicians as required for the rendering of necessary blood
transfusions, and the cost of furnishing blood will be assumed when provided by
professional donors.
(e) Injuries resulting from employment are not included in this agreement,
it being understood that the medical, surgical and hospital care, etc., for such
cases are under the supervision and control of the State Industrial Accident Commission, other insurance carrier, or the Employer.
-(f) The benefits of this agreement do not apply to any injury or illness of any
employe caused by the negligence or wrongful act of any other person except that
if an employe entitled to the benefits of this agreement is injured or suffers illness
because of the wrongful act or negligence of any other person and thereafter makes
all reasonable effort to recover from said other person and anyone responsible
for said other person, 0. P. S. will supply to said employe all benefits of this
agreement that cannot be made available with the funds recovered.
(g) To make it financially possible for 0. P. S. to furnish all the services
stipulated herein, it is agreed between the parties hereto that employes
requiring hospital care, surgical operations, or medical services for any
of the conditions named herein, shall be entitled to the same only in hospitals
appointed by O. P. S. for rendering such services, and by physicians, surgeons, and
specialists listed on the staff of O. P. 8. for this purpose, excepting as provided
otherwise for emergency services.
19. Arbitration provisions-Should 0. P. S. or its attending physicians at any
time during the life of this contract determine that any employe of the Employer
is not entitled to the treatment or any treatment herein stipulated, and shall determine that such employe is in the class eliminated or partially eliminated
from benefits herein contemplated, then, in that event, the Employer or the employe shall have the right to call in a competent and duly licensed practicing medical physician or surgeon, to examine such person for the purpose of determining
whether or not the physicians of 0. P. S.,have correctly determined liability in
the case as hereinbefore mentioned. If such consulting physician and the physicians of O. P. S. shall be unable to agree, then in that event, 0. P. S. and the
Employer shall select a competent skilled medical physician or surgeon, duly
licensed under the laws of this State, as arbitrator to make examination and determine liability in the case, and furnish his determination to the parties hereto.
When such determination shall be furnished, the same shall be final and if such
determination shall be contrary to the determination of the physician or physicians of O. P. S., O. P. S. shall pay the fees of the consulting physicians and also
a reasonable fee of the physician arbitrator. If the determination of the physician arbitrator shall substantially agree with the determination given by the
physician or physicians of O. P. S. then, in that event, the said employe shall be
physician.
responsible for the fees of such consulting physician and arbitrator
hereagreements
the
of
.20. Payroll deducto~ and payment--In consideration the Employer agrees to
inbefore set forth, to be kept and performed by O. P. S.,
hereafter,
pay 0. P. S. on or before the fifteenth day of each and every month
during the time this agreement shall remain in effect, as follows:
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(a) Two Dollars and Fifty Cents ($2.50) for each employe covered under
this contract who began his employment on or before the fifteenth day of the proceding calendar month and was employed four or more days in said month.
(b) One Dollar and Twenty-five Cents ($1.25) for each employe who began
his employment after the fifteenth day of the preceding calendar month and was
employed four or more days in said month.
(c) Ten cents ($0.10) per day for each employe who shall have been employed
three days or less in the preceding calendar month.
(d) The Employer shall not be required to pay to O. P. S. the hospital fee
for the current month for any person who, upon entering the employment of the
Employer, shall hold a certificate entitled him to medical, surgical and hospital
accommodations in any, medical-service organization in Oregon or Washington.
This exemption in the payment of hospital dues shall apply only to the month
in which such employe begins his employment with the Employer. It*is mutually
agreed between the parties hereto that O. P. S. shall not be required to furnish
any of the services stipulated herein for any accidental injury received outside of
employment or for any sickness contracted during the period for which the Employer is exempted from paying hospital fees, it being the intention that for such
injury or sickness said employe shall apply for hospital and medical 'services
to the medical-service organization represented by the certificate he holds.
(e) It is further understood and agreed by and between the parties hereto
that in case any employe for whom the Employer has paid to O. P. S. the hospital
fees for any calendar month or payroll period or has deducted such amount
from the wages due said employee in settlement of same, shall leave the employ
of the Employer before said calendar month or payroll period shall have
expired he shall be entitled, notwithstanding such fact, to all the benefits
provided by this agreement for injuries and diseases which O. P. S. undertakes
by this contract to take care of, which may occur to said employe during such
period of time as such services are paid"for.
(f) When employes are temporarily away from their work because of plant
shutdown, either due to seasonal shutdown or labor disputes, may at their option
retain their protection by applying individually to O. P. 8. within.10 days of
the date of the plant shutdown. It is, however, agreed that arrangements may
be made, with the approval of the employer, among the employes or their
representative to continue their protection by arranging for salary deductions
of hospital dues upon their return to work for the months that protection was
continued. Such protection shall not continue longer than 2 months without
the actual payment of premiums monthly in advance.
(g) The Employer agrees and promises that O. P. S. may, at proper times,
examine the payroll of the Employer for the purpose of auditing the same in
connection with the fees agreed to be paid by the Employer.
21. Contingent liability protection.-It is specifically agreed that O. P. S. shall
save the Employer harmless -in the event that suit is brought or any judgment
obtained against the Employer on any claim on account of alleged malpractice,
neglect or any act of omission or commission on the part of O. P. S. or any of
the agents of 0. P. S.
22. It is understood and agreed by and between the parties hereto that this
agreement shall remain in full force and effect from the ----day of ------------ , 19---, to the thirty-first day of December, 19--..,
or for such
part of said period as the parties hereto shall perform the duties herein provided
for, and that this agreement can be terminated or rescinded by either party by
rendering thirty days' notice in writing to the opposite party that the agreement
herein contained is being violated. In the event that payments are not received
from the Employer in accordance with Section (20) hereof, 0. P. S. shall have the
right to cancel this agreement at any time by rendering of fifteen days' notice in
writing of such cancellation.
While by its terms this agreement expires on the thirty-first day of December,
19----, it is agreed that unless one party to this agreement gives to the other,
at least thirty days before the expiration of said period, written notice of its
election that the agreement shall terminate at the said time, it will continue in
full force and effect for the succeeding calendar year and thereafter will continue in full force and effect from year to year unless at least thirty days prior
to the expiration of any calendar year one party shall give to the other written

notice of its election so to terminate.

O. P. S. shall have the right to modify the benefits and/or adjust the consideration consistent with changing conditions to be effective the first day of any month
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by the rendering of written notice to the Employer concerning such revisions at
least forty-five (45) days prior to the effective date of such revision. In such
an event the employer shall have the privilege of terminating this agreement on
the first of the month date of proposed change by sending written notice of
such termination to O. P. S. at least fifteen (15) days prior to such date.
IN WITNESS WHEREOF, the parties hereto have caused these presents to
be executed, in duplicate, by their respective officers, pursuant to authority heretofore granted, as of the date first hereinabove written.
---

---------

Employer
By--------------------------

Title

OBEGON PHYSICIANS' SERVICE,

By----------_----

General-DivisionManager.

ORBEON PHYSICIANS' SERVICE
SUPPLEMENTAL GBOUP FAMILY SURGICAL, OBSTETBIOAL
AND HOSPITAL SERVICE AGREEMENT
This 'supplemental agreement, made and entered into this ---day of
------------, 19.--.., by and between Oregon Physicians' Service,
hereinafter called O. P. S., and --------.---------,-----hereinafter called the Employer, shall constitute a rider to the group employe
Medical and Hospital Service Agreement dated ---...
--.----, 19 -- _,
and currently in effect, or hereafter to be in effect, between 0. P. S. and the
Employer.
WITNESSETH: That O. P. 8., for and in consideration of the sum or sums of
money paid to it by the Employer, within the time or times hereinafter mentioned, hereby agrees to make available to all family members (not otherwise
subject to O. P. S. coverage) of each employe, who is covered under the original
group employe contract and who subscribes for coverage for his family members
on the basis stipulated herein from time to time during the life of this supplemental agreement, as occasion demands, and/or bear the expense thereof to the
extent hereinafter stipulated, surgical services, treatment of fractures and dislocations, obstetrical care, services by specialists, hospital services in ward
rooms, meals and dietary services in hospitals, general nuring care in hopital
cases, use of hospital operating rooms and other- benefits as stated hereinafter.
I. Surgical and obstetrical care for family members shall include the following
services:
(a) Surgical service for major and minor operations involving cutting or incision, performed in or out of a hospital, shall be provided for the treatment
of coverable illness or injury.
(b) Treatment of fractures and dislocations, including X-rays in fracture and
dislocation cases, shall be furnished at a physician's office or at a hospital.
(c) O. P. S. shall defray the cost of prenatal and obstetrical service rendered
by a cooperating staff physician up to a maximum of fifty ($50.00) dollars in
any coverable case. Such payment is intended as an "allowance" in the event
that the total cost of professional prenatal and obstetrical services should exceed
the above stipulated amount in any such case.
(d) The surgical and consultation services of O. P. 8. cooperating staff
specialists wil be provided for any coverable surgery upon the recommendation
of any attending staff physician and surgeon or by arrangement with 0. P. S.
Services of staff eye, ear, nose, and throat specialists will be furnished when
needed for the care of coverable surgery of the eye, ear, nose, or throat.
. P. 8.
shall bear no liability with reference to travel or nonhospital subsistence expense
involved in any case requiring services by specialists.
II. Hospital care for family members shall include the following services:
(a) Care in a room of three or more beds.
(b) Meals and dietary services.
(c) General nursing care.
(d) Use of operating rooms.
(e) Delivery room service in maternity cases.
(f) Anesthesia.
(g) Surgical and anesthetic supplies.
(h) Routine splints, casts, and dressings.
(i) Routine laboratory examinations.
(j) Diagnostic X-ray service for patients confined in hospitals.
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(I) Electrocardiograms and basal metabolism tests.
(1) Drugs and medications in hospitalized cases up to but not in excess of
five dollars ($5.00) per hospital admission.
(m) Maternity care up to sixty dollars ($60.00).
(n) Hospital emergency room care for accidental injuries.
III. Service Prerequisites and Limitations: (a) In cases which require hospital
care all stipulated services shall be furnished to a family member only when said
member is a duly registered bed patient in an approved general hospital and is
under the case of a listed cooperating O. P. S. physician, surgeon, or consulting
specialist. In coverable cases which do not require hospital care all stipulated
services shall be furnished to a family member only when said member is under
the care of a listed cooperating O. P. S. physician, surgeon, or consulting
specialist.
(b) In any case requiring hospitalization hereunder it shall be the duty of the
family member to notify promptly the hospital and the attending 0. P. S. staff
physician that he is an O. P. S. family member, and failure to select an O. P. S.
cooperating physician or to' notify either the hospital or physician concerning
membership in 0. P. S. shall be deemed conclusively to be a waiver of all benefits
hereunder.
In any coverable case which does not require hospitalization it shall be the
duty of the family member to notify promptly the attending O. P. S. staff physician that he is an O. P. S. family member, and failure to select an O. P. S. cooperating physician or to notify the attending physician concerning membership
in O. P. 8. shall be deemed conclusively to be a waiver of all benefits hereunder.
(c) Excepting as otherwise provided herein for obstetrical care, the obligation
of O. P. S. to provide any of the hereinabove listed services from physicians,
surgeons, or consulting specialists for any coverable case shall be limited to a
period not to exceed six (6) months immediately following the date of original
diagnosis of any such case. This limitation shall apply to any one coverable condition arising from a separate and distinct cause and shall include any and all
related complications of such condition.
The obligation of O. P. S. to provide hospital care, as defined hereinabove, is
limited to a period not to exceed twenty-one (21) days for each particular
physical disability arising from a separate and distinct cause. Hospital care
will be provided only while a family member is necessarily confined to a hospital
as a registered bed patient for the treatment of a coverable condition under the
care of an O. P. S. cooperating physician. Hospitalization shall not be furnished
hereunder for a rest cure or for the purpose of diagnosis only.
(d) In conditions necessitating hospitalization beyond twenty-one (21) days,
O. P. S. will pay or reimburse the costs of hospital care as defined above in an
amount not to exceed fifty (50) percent of such costs for a maximum period of
not to exceed ninety (90) days immediately following said twenty-one (21) day
period.
(e) Family members traveling or temporarily outside of the State of Oregon
are entitled to reimbursement for the expenses of coverable hospital care obtained
outside of the State of Oregon up to a maximum of six dollars ($6.00) per day
for a period not to exceed twenty-one (21) days in any coverable case. 0. P. S.
liability for emergency professional services coverable hereunder and obtained
outside of the State of Oregon (other than hospital services) shall not exceed
fifty dollars ($50.00) for any coverable case. Services hereunder are limited to
the Continental United States.
In the event that coverable services stipulated hereunder should be obtained
by a family member from any Oregon hospital which may require payment
therefor direct from the patient involved, then, and in that event, 0. P. 8. shall
be responsible for reimbursement for such service costs only up to a maximum of
six ($6.Q0) dollars per day for a period not to exceed twenty-one (21) days for
any coverable case.
(f) In addition to services specifically provided elsewhere herein, for certain
cases, 0. P. S. will defray the cost of hospital emergency room charges for the
treatment of accidental injuries, provided the use of emergency room service
occurs within twenty-four (24) hours following the time of accident.
(g) O. P. 8. will defray the cost of prenatal and obstetrical professional
service rendered by cooperating staff physicians, to the extent hereinabove specified in paragraph I (c), and will provide hospital care for childbirth to the extent
stipulated in paragraph II (m), under the following conditions:
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(1) The member must be in a dues-paying two or more person family
(including the employe group member) or must be an employe-member
under the original employe agreement, and
(2) The maximum liability for professional service to be provided by
O. P. S. shall not exceed fifty ($50.00) dollars in cost in any twelve months'
period, and
(3) The maximum hospital service to be provided by O. P. S. shall not
exceed sixty ($60.00) dollars in cost in any twelve months' period, and
(4) The member requiring such services must have been a member in good
standing for at least ten (10) consecutive months immediately preceding
her need for such professional and/or hospital care.
(h) O. P. S. shall not be responsible or liable to any member if hospitalization
is unavailable as a result of epidemic, public disaster, or other causes or conditions beyond its control.
(i) The following services are expressly excluded and 0. P. S. shall bear no
liability concerning such services:
(1) Services for injuries or diseases for with the member is entitled to
receives disability benefits or compensation or care under any Workman's
Compensation or Employers' Liability Law.
(2) Extraction of teeth or other services incident to the treatment of
diseases and injuries of the jaw and its dependent tissues which customarily
are performed by dentists.
(3) Services for preexisting conditions, quarantinable diseases, tuberculosis, insanity, acute or chronic alcoholism, use of drugs or narcotics, venereal
diseases, deformities, congenital physical defects, attempts at suicide, and
conditions resulting from criminal acts.
(j) The expressed written opinion of any 0. P. S. cooperating physician attending any particular case shall be final with reference to the necessity for
services stipulated hereunder for such case and also with reference to the status
of such case regarding diagnosis, treatment, or preexistence. However, O. P. S.
reserves the right, at its option, to utilize the services of one or more specialists
in the determination of the status of any case.
(k) Service rights or benefits stipulated hereunder are not transferable from
any member to any other person.
(1) In the event that a family member should desire to utilize hospital-room
service of a higher cost classification than that provided hereinabove, 0. P. S.
will bear the cost thereof up to the room-service level provided hereinabove.
(m) In the event of personal injury to any family member subject to care
under this supplemental agreement resulting from acts or omissions for which
third parties are legally'liable, 0. P. S. shall be subrogated to the rights of the
injured family member to the reasonable value of the services it has provided
for the injured family member.
(n) Professional services of cooperating physicians and surgeons and twentyfour (24) hours hospitalization within the general limitations stipulated herein
will be furnished for the removal of tonsils and/or adenoids for any family member provided such member has been covered continuously hereunder for a least
twelve (12) consecutive months immediately preceding the need for such service.
IV. Payroll deductions and payments for subscribing family members. In consideration of the agreements hereinabove set forth, to be kept and performed by
O. P. S., the Employer agrees to arrange pay-roll deductions from the salaries of
employe-group members who elect to have their families participate hereunder
and to pay 0. P..S. for the coverage of such participating family members on or
before the fifteenth day of each and every month hereafter during the time this
supplemental agreement shall remain in effect, as follows:
(a) Two dollars ($2.00) per calendar month for each participating spouse
(not otherwise subject to O. P. S. coverage) of an employe-group-member.
(b) One dollar and thirty-five cents ($1.35) per calendar month for the first
participating child of an employe-group member.
(c) Seventy-five cents ($.75) per calendar month for the second participating
child of an employe-group member.
(d) Fifty cents ($.50) per calendar month for the third participating child of
an employe-group member.
(e) No additional charge for additional children, if any, in excess of three.
(f) Any spouse eligible for coverage hereunder may participate up to the age
of sixty-five (65) years.
(g) Any unmarried child eligible for coverage hereunder may participate providing the age of such child is not less than thirty (30) days or more than eighteen
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(18) years. Upon reaching the age of nineteen (19) years, or upon becoming
married at a younger age, any previously participating child may apply for continuance of coverage in accordance with the regulations established by O. P. S.
(h) Coverage hereunder, and payments of premiums therefor, shall apply
only to the immediate family of the group-employe member who subscribes for
this family service. Such immediate family shall include the spouse and unmarried children not less than thirty (30) days or more than eighteen (18) years of I
age. Only the entire immediate family as a unit, including all eligible members,
shall be subject to coverage hereunder.
V. Effective period and termination provisions:
It is understood and agreed by and between the parties hereto that this supplemental agreement shall remain in full force and effect from the ----- day of
------------, 19-.., to the thirty-first day of December 19-.., or for such
part of said period as the parties hereto shall perform the duties herein provided.
for, and that this agreement may be terminated or rescinded by either party by
rendering thirty days advance notice in writing to the opposite party that the
supplemental agreement herein contained is being violated. In the event that
payment shall not be received from the Employer in accordance with Section IV
hereof, 0. P. S. shall have the right to cancel this supplemental agreement at
any time by rendering fifteen days advance notice in writing of such cancellation.
It is further agreed that this supplemental agreement may be terminated in
accordance with the provisions stipulated herein entirely independently from the
original group-employe agreement and that the termination of this supplemental
agreement shall not be construed as cancellation or termination of the original
group-employe agreement. However, cancellation or termination of the original
group-employe agreement in accordance with the terms thereof shall be construed expressly as concurrent concellation or termination of this supplemental
agreement.
In the interests df making this contract service as satisfactory as possible for
subscribing family members at all times and of insuring the continued stability
of the coverage plan from the cost standpoint, it is further agreed that 0. P. S,
shall have the right to change or amend any of the benefits and/or premium rates
provided herein to be effective as of the first day of any month by rendering
written notice to the Employer concerning such revisions at least forty-five (45)
days prior to the effective date of such revision. However, in such an event the
Employer shall have the privilege of terminating this supplemental agreement'
effective on the first of the month date of proposed change by sending written
notice of such termination to O. P. S. at least fifteen (15) days prior to such date.
While by its terms this supplemental agreement expires on the thirty-first day
of December 19-.., it is agreed that unless one party to this supplemental agreement gives to the other, at least fifteen (15) days before the expiration of said
period, written notice of its election that the supplemental agreement shall
terminate at the said time, it will continue in full force and effect for the succeeding calendar year and thereafter will continue in full force and effect
from year to year unless at least fifteen days prior to the expiration of any
calendar year one party shall give to the other written notice of its election
so to terminate.
IN WITNESS WHEREOF, the parties hereto have caused these presents to
be executed, in duplicate, by their respective officers, pursuant to the authority
heretofore granted, as of the date first hereinabove written.
By-_
_-----------------------OBaoN PHYsICIANS' SERVICE,
Employer
--------------By------------------------Title
General-Division Manager.
OREGON PHYSICIANS' SERVICE
SUPPLEMENTAL IROUP FAMILY HOSPITALIZATION AGREEMENT

This supplemental agreement, made and entered into this ---- day of ------- , 19---, by and between Oregon Physicians' Service, hereinafter called O. P. S.,
and ----------hereinafter called the Employer, shall constitute
a rider to the group employe medical and hospital'erviee
agreement dated
---------, 19..- and currently in effect, or hereafter to be in effect, between
O. P. 8. and the Employer.
Witnesseth: That O. P. 8., for and in consideration of the sum or sums of
money paid to it by the Employer, within the time or times hereinafter mentioned,
85907--6--pt. 4--16
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hereby agrees to make available to all family members (not otherwise subject
to O. P. S. coverage) of each employe, who is covered under the original group
employe contract and who subscribes for coverage for his family members on the
basis stipulated herein, from time to time during the life of this supplemental
agreement, as occasion demands, and/or bear the expense thereof to the extent
hereinafter stipulated, hospital services including ward-room care, meals and
dietary services, general-nursing care, use of operating rooms, X-ray service, and
other benefits as stated hereinafter.
I. Hospital care for family members shall include the following services:
(a) Care in a room of three or more beds.
(b) Meals and dietary services.
(c) General nursing care.
(d) Use of operating rooms.
(e) Delivery-room service in maternity cases.
(f) Anesthesia.
(g) Surgical and anesthetic supplies.
(h) Routine splints, casts, and dressings.
(i) Routine laboratory examinations.
(j) Diagnostic X-ray service for patients confined in hospitals.
(c) Electrocardiograms and basal metabolism tests.
(1) Drugs and medications in hospitalized cases but not in excess of five dollars
($5.00) per hospital admission.
(m) Maternity care up to sixty dollars ($60.00).
(n) Hospital emergency-room care for accidental injuries.
IL Service prerequisites and limitations:
(a) All stipulated services shall be furnished to a family member only when
said member is a duly registered bed'patient in an approved general hospital
and is under the care of a listed cooperating O. P. S. physician, surgeon, or Consulting specialist.
(b) It shall be the duty of the family member to notify promptly the hospital
and the cooperating O. P. S. physician that he is an O. P. S. family member, and
failure to select an O. P. S. cooperating physician or to notify either the hospital
or physician concerning membership in O. P. S. shall be deemed conclusively to be
a waiver of all benefits hereunder.
(c) The obligation of O. P. S. to provide hospital care, as defined above, is
Limited to a period not to exceed twenty-one (21) days for each particular physical
disability arising from a separate and distinct cause. Hospital care Will be provided only while a family member is necessarily confined to a hospital as a
registered bed patient for the treatment of a coverable condition under the care
of an O. P. S. cooperating physician. Hospitalization shall not be furnished
hereunder for a rest cure or for the purpose of diagnosis only.
(d) In conditions necessitating hospitalization beyond twenty-one (21) days,
O. P. S. will pay or reimburse the costs of hospital care as defined above- in an
amount not to exceed fifty (50) percent of such costs for a maximum period of
not to exceed ninety (90) days immediately following said twenty-one (21) days
period.
(e) Family members traveling or temporarily outside of the State of Oregon
are entitled to reimbursement for the expenses of coverable hospital care obtained
outside of the State of Oregon up to a maximum of six ($6.00) dollars per day
for a period not to exceed twenty-one (21) days in any coverable case. Services
hereunder are limited to the Continental United States. In the event that coverable services stipulated hereunder should be obtained by a family member from
any Oregon hospital which may require payment therefor direct from the patient
involved, then, and in that event, 0. P. S. shall be responsible for reimbursement
for such service costs only up to a maximum of six ($6.00) dollars per day' for a
period not to exceed twenty-one (21) days for any coverable case.
(f) O. P. S. will defray the costs of Hospital Emergency Room charges for
treatment of accidental injuries provided the use of emergency room occurs within
twenty-four (24) hours following the time of accident.
(g) O. P. S. will provide hospital care for childbirth to the extent stipulated
under the following conditions:
(1) The member must be in a dues-paying two or more person family (including the employe group member) or must be an employe member under
the original employe group agreement, and
(2) The maximum service to be provided by O. P. S. shall not exceed
sixty ($60.00) dollars in cost in any twelve months' period, and

NATIONAL HEALTH PROGRAM

2143

(3) The member requiring such services must havd been a member in good
standing for at least ten (10) consecutive months immediately preceding
her need for such hospital care.
(h) 0. P. S. shall not be responsible or liable to any member if hospitalIzation
is unavailable as a result of epidemic, public disaster, or other causes or conditions beyond its control.
(i) The following services are expressly excluded and O. P. S. shall bear no
liability concerning such services:
(1) Services for injuries or diseases for which the member is entitled
to receive disability benefits or compensation or care under any Workmen's
Compensation or Employers' Liability Law.
(2) Extraction of teeth or other services incident to the treatment of
diseases and injuries of the jaw and its dependent tissues which customarily
are performed by dentists.
(3) Services for preexisting conditions, quarantinable diseases, tuberculosis, insanity, acute or chronic alcoholism, use of drugs or narcotics, venereal diseases, deformities, congenital physical defects, attempts at suicide,
and conditions resulting from criminal acts.
(J) The expressed written opinion of any-O. P. S cooperating physician attending any particular case shall be final with reference to the status of such case
stipulated herein for such case and also with reference to the status of such case
regarding diagnosis, treatment or preexistence. However, O. P. 8. reserves the
right, at its option, to utilize the services of one or more specialists in the
determination of the status of any case.
(k). Service rights or benefits stipulated hereunder are not transferable from'
a memJjer to any other person'
(1). In the event that a family member should desire to utilize hospital room
service of a higher cost classification than that provided hereinabove, 0. P. S.
will bear the cost thereof up to the room service level provided hereinabove.
(m) In the extent of personal injury to any family member subject to care
under this supplemental agreement resulting from acts or omissions for which
third parties are legally liable, 0. P. S. shall be subrogated to the rights of the
injured family member to the reasonable value of the services it has provided for
the injured family member.
(n) Twenty-four hours hospitalization within the general limitations stipulated herein will be furnished for the removal of tonsils and/or adenoids for
any family member provided such member has been covered continuously hereunder for at least twelve (12) consecutive months immediately preceding the
need for such service.
III. Payroll deductions and payments for subscribing family members.-In consideration of the agreements hereinabove set forth, to be kept and performed by
0. P. S. the Employer agrees to arrange pay-roll deductions from the salaries of
employe group members who elect to have their families participate hereunder
and to pay 0. P. S. for the coverage of such participating family member, on or
before the fifteenth day of each and every month hereafter during the time this
supplemental agreement shall remain in effect, as follows:
(a) Ninety cents ($0.90) per calendar month for each participating spouse
(not otherwise subject to O. P. S. coverage) of an employe-group member.
(b) Sixty cents ($0.60) per calendar month for the first participating unmarried child of an employe-group member.
(c) No additional charge for additional children, if any, in excess of one (1).
(d) Any spouse eligible for coverage hereunder may participate up to the age
of sixty-five (65) years.
(e) Any unmarried child eligible for coverage hereunder may participate
providing the age of such child is not less than thirty (30) days or more than
eighteen (18) years. Upon reaching the age of nineteen (19) years, or upon
becoming married at a younger age, any previously participating child may apply for continuance of coverage in accordance with the regulations established
by O. P. 8.
(f) Coverage hereunder and payments of premiums therefor, shall apply only
to the immediate family of .the group employee member who subscribes for this
family service; Such immediate family shall Include the spouse and unmarried
children not less than thirty (30) days or more than leghteen (18) years of age.
Only the entire immediate family as a unit, Including all eligible members, shall be
subject to coverage hereunder.
IV. Effective period and termination proviions.-It to understood and agreed
Ity and between the parties hereto that this supplemental agreement shall remain
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in full force and effect from the --.
day of ----------. , 19.-, to the thirty-first
day of December, 19-, or such part of said period as the parties hereto shall perform the duties herein provided for, and that this agreement may be terminated
or rescinded by either party by rendering thirty (30) days notice in writing to the
opposite party that the supplement agreement herein contained is being violated.
In the event that payments are not received from the Employer in accordance
with Section 3 hereof, 0. P. S. shall have the right to cancel this supplemental
agreement at any time by rendering fifteen (15) days* notice in writing of such
cancellation.
It is further agreed that this supplemental agreement may be terminated in
accordance with the provisions stipulated herein entirely independently from the
original group employee agreement and that termination of this supplemental
agreement shall not be construed as cancellation or termination of the original
group employe agreement. However, cancellation or termination of the original
group employe agreement in accordance with the terms thereof shall be construed expressly as concurrent cancellation or termination of this supplemental
agreement.
In the interests of making this contract service as satisfactory as possible for
subscribing family members at all times and of insuring the continued stability
of the coverage plan from the cost standpoint, it is further agreed that O. P. 8.
shall have the right to change or amend any of the benefits and/or premium rates
provided herein to be effective as of the first day of any month by rendering
written notice to the Employer concerning such revisions at least fortyfive (45)
days prior to the effective date of such revisions. However, in such an event
the Employer shall have the privilege of terminating this supplemental agreement effective on the first of the month date of proposed change by sending
written notice of such termination to O. P. 8. at least fifteen (15) days prior to
such date.
While by its terms this supplemental agreement expires on the thirty-first day
of December 19-- , it is agreed that unless one party to this supplemental
agreement gives to the other, at least fifteen days before the expiration of said
period, written notice of its election that the supplemental agreement shall
terminate at the said time, .it will continue in full force and effect for the succeeding calendar year and thereafter will continue in full force and effect from
year to year unless at least fifteen days prior to the expiration of any calendar
year one party shall give to jhe other written notice of its election so to terminate.
In witness whereof the parties hereto have caused these presents to be executed, in duplicate, by their respective officers, pursuant to authority heretofore
granted, as of the date first hereinabove written.
OREGON PHYSICIANS'

SEBVIC.

By-General Division Manager.
(Employer)

By ----.---..------(Title)

The

CHAIRMAN.

Can you tell us the number 'of people that are re-

ceiving service under the several plans that you have described?

Dr. BAUM. The Oregon Physicians Service covers, as of this date,

approximately 55,000. Twenty thousand more under the four local

plans who have not yet amalgamated, would make a total of about
75,000 people.
The CHAIRMAN. That is including the three plans
Dr. BAUM. Yes, sir.
The CHAIRMAN. How many are under the first plan?
Dr. BAUM. I cannot give the figures, Senator Murray, but practi
cally all are under the first, or the complete coverage plan.
The reason being that the two following contracts, for family cov-

erage, are of recent origin and have not yet been widely sold.

The CHAmaiAN. I See.
Senator ComRoN. Senator Murray, may I make one inquiry?
The CHAIRMAN. Yes.
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Senator CORDON. I am interested, Doctor, in how the individuals
come under the plan, whether they come as the result of advertising
and solicitation or whether you feel that you are not entitled ethically
to advertise the service.
Dr. BAUxM. That point of ethics was discussed atgreat lengths when
these things first started, Senator Cordon, and we found, although we
thought we were delivering a lot of medical service for a very small
cost, it was still necessary to sell this to the people.
Consequently, we have done so, and we employ salesmen for that
purpose.
We try to keep our selling-advertising, if you wish to call it thaton an ethical plane.
It is sold to groups of employees for the reason that we have no
practical method at present for selling it otherwise.
However, a group of employees as small as 11 in number may come
under the plan, so that it reaches down in the very smallest organization.
Senator CORDON. Have you given consideration to broadening the
coverage to include individuals rather than groups
Dr. BAUM. Yes, sir. If there is a practical method of doing so, we
would do it.
I might refer further, to amplify the previous point, if you will
permit me, that as of December 15, 1945, when I said we covered some
50,000 people, there were 1,434 separate contracts in effect. So, you
see, it does not consist of a few large groups of employees, but that
number of contracts now must be well up toward 2,000 separate
contracts.
Senator CORDON. Well, I think that at one time there was a hospital
association, or something of that sort, operated in the city of Portland,
where individual contracts were written.
Are you familiar with that operation ?
Dr. BAUM. Operated in the city of Portland ?
Senator CORON. Some type of health protection. My memory is
that it was called a hospital association.
Dr. BAuM. As you know, the term "hospital association" is common
in Oregon and denotes usually medical service as well as hospital service as I have said.
Our only reason for selling to a group of employees is purely a
practical one.
We would like to reach everyone.
I am not familiar with the group you refer to.
In Portland there has only been one-or rather two-hospital asso-'
ciations.
The first was the Multnomah County Association, which was later
absorbed into the Oregon Physicians Service.
Senator MORSE. May I ask a question or two?
The CHARMN. Surely.

Senator MORSE. Along the line of Senator Cordon's question, Doctor, one of the criticisms that I have heard is that the plan has been, as
you say, for practical purposes, limited almost entirely to groups of
employees, with the result that a great many people do not have any
of the benefits of the plan.
For example, suppose I am a resident of Salem.
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Suppose, as a resident of Salem I am a dentist.

Could I come to you and say, "I would like to use one of these con-

tracts, although I am not a member of a group of employees, and the
contract is not taken out with a group, but I want it taken out with me
as an individual"?
Dr. BAUM. That could not be accepted directly, Senator Morse.
Our reason for contacting groups of employees, as I say, is a practical

one.
* I am going in a roundabout method to bring out this operation.
The Oregon Physicians Service, though it is State-wide in operation,
does not enter any county to carry out its operations until the physicians in that county have invited it to enter, and the physicians of that
county more or less lay down the rules under which it shall operate.
Consequently, if you, as an individual, would come to the local office
of the Oregon Physicians Service in Salem and say, "I want to be
covered," the chances are they would cover you. There is nothing

to prevent them, if they wish to do so.
If you would form a group of friends of 6 or 7 or 8 or 10, and would
guarantee the monthly payment, so. that it was not necessary for the
office to bill each of you individually to collect this monthly payment,
then I am quite sure you could be covered.
Senator MORSE. Let us dwell on that a moment.

Under the plan as it is now, the arrangement is made with a group
of employees, and does the contract call for a group payment covering all those employees, through the employer, we will say, by a
deduction, or through a union by a collection by the union of fees?
Dr. BAUM. It is a pay-roll deduction.
Senator MORSE. A pay-roll deduction.
Dr. BAUM. We have in Oregon a law permitting pay-roll deduction.
Senator MoRSE. And that is the one form?
Dr. BAUM. Yes, sir.

Senator MORSE. You do not'enter into an agreement, for example,

with a union whereby the union agrees to pay I

Dr. BAUM. No.
Senator MoRs. And the second criticism that I have received, as

you can well imagine, since you have received a great deal of correspondence, it seems to me to be coming from certain farm leaders.
Some of them are in Marion County, to the effect that farmers are
sort of let out of it.
Dr. BAUM. Yes.
Senator MORSE. They do not have a chance to come in under your

'plan.
Dr. BAUM. That is right.

Senator MORSE. Could the Grange or could the Farm Bureau, or

could the Farm Union, enter into such a group arrangement with
your service in Salem, for example?
Dr. BAUM. Yes, sir.

That will come about.
You see, the expansion of this plan and other plans in other States
is moving with great rapidity.
We were unfortunately hampered by the war.
The Oregon Physicians Service, as I mentioned, started in 1942.
We were faced with the necessity in Portland, alone, of insuring some
60,000 war workers.

NATIQNAL HEALTH PROGRAM

2147

I think the Kaiser shipyard had about 40,000. That-was quite a
burden to throw on a young organization, and we devoted most of
our energies to care for those people.
Now, with the war over, and the shifting of these. workers, as I
mentioned, our energies have to be devoted to picking up the different
types of contracts and enlarging them, which I feel we are now in a
position to do very rapidly, to spread the plan.
In fact, our goal in Oregon is to cover at least a half million people
within the next 2 years, in the State of Oregon alone, about half the
population.
Senator MORSE. In your testimony you pointed out that you think
the largest unit should be a State unit, and .you point out that in the
State of Oregon these physicians' services have come together in a
State organization with the exception of four locals.
First, would you be willing to say why those four locals have decided to- date not to go into the organization, and second, to what
extent, if any, does the failure of any local to come into a State
organization create a handicap as to the operation of the State
organization I

Dr. BAM. The four locals have not come in for a variety of reasons.
The principal one, I think, is that there has been no particular
pressure put on them to bring them in.
How it would be in the other States, I am not sure, but at least in
Oregon the fact that these four locals remain separate offers us very
/
little difficulty.
If a State-wide contract is to be written, and I mean by that a
contract with some company that has employees in all parts of the
State, the Oregon Physicians Service writes it and the physicians
in the local group service it.
The only thing the Oregon Physicians Service does not do is to
come into a localarea and write a contract for people living wholly
in that area.
I imagine that the principal reason, if I may speak frankly, that
these particular locals have not come in is that they are located in
industrial areas ii Oregon, and it is possible under a contract of this
character, by insuring a limited group of employees, in perhaps a
sawmill, to net a higher return to the doctors in the way of fees in
a specialized type of contract than they would receive from the total
State-wide pool.
And I think that they stay out for that reason.
They have their own contracts, which they think they can service
better, and they think they can service the men properly, and there
has been no particular pressure to bring them in, as I say.
Senator MORSE. Let us take a mill in an area of Salem. Take the
Powers mill over there. There you are entering into a contract with
the employees working for Fred Powers to service them.
Do you make any examination of the individual employees prior
to the letting of the contract?
Dr. BAUM. No, sir.

Senator MonsE. Suppose that half a dozen of them, we will say,
have some chronic disease. They are covered, nevertheless. You
did not know it when you let the contracts. There is no saving clause
there that denies them the right, even though they had the chronic
disease before the contract was let
*
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Dr. BAUM. There is in the present contracts, Senator Morse, but,
as I stated, we expect to eliminate it.
The saving clause is that we will treat any acute manifestation of
a chronic disease, and the result is that the man has a chronic illness,
sooner or later he gets some manifestation, and we find ourselves
treating it anyway.
Senator MORSE. Plus the fact that that is a source of administrative difficulty, and I suppose bad feeling
Dr. BAUM: It is the source of most of our complaints, but there is
no other limitation.
They all come in.
Senator MORSE. Leaving the Oregon system alone for a moment.
I think'you are well qualified to give us an opinion on the so-called
voluntary prepayment plans of the different types.
That is where the plan is set up so that the individual householder,
for example, can go in under a plan, although he is not one of a group
of employees covered by it.
I would like to get your opinion or criticism made of those plans.
One that we have had presented to us many times before, is that
they are not of the maximum help to the prospective patient, because
it is human nature for him to wait too long to take out one of these
policies, or contracts, until the disease or ailment is upon him, and
he is not qualified under most of them.
Is that a general criticism, do you find, of the prepayment plans by
way of either insurance policies or contract agreements ?
Dr. B %M. I do not know how general it is, but it is a perfectly
valid criticism, of course.
Senator MORSE. And, therefore, it is argued by the proponents of
a bill such as S. 1606, that if the objective is to really try to do something about health on a national level, we ought to have a system in
which the failure to get the protection is not left to the exercise of the
bad judgment on the part of the prospective patient.
It should be, in other words, a blanket arrangement whereby whether
he waits too long or, not, he will be covered the moment his disease
becomes known.
Dr. BAUM. I should like very very much to see that in operation.
If there were any way to separate the good features of compulsion
from the bad features not only in medicine but everything we do, we
would like to force people to take good care of their children. I would.
To see that they are properly fed and clothed.
I would like to force every school board in the United States to put
good lighting in schoolhouses.
I am interested in eyes. That is my specialty.
There are many things I would like to do, but it is my understanding that when you try to regulate the lives of people to force them
to do this and that, you are getting into difficulty.
If we can evolve a method whereby every individual in the United
*Statescan be compelled to take proper precautions under any means
you wish that is satisfactory to safeguard first, his health, and secondly, to safeguard this danger I mentioned of economic disaster from
expensive illness, I am highly in favor of it.
Senator MORSE. That is what I call an answer right on the nose.

One more and I am through.
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One other criticism that we hear is that under these voluntary plans
there still are a good many individuals that really cannot afford to
pay. They cannot afford whatever it adds up to the family, say, $50
or $60 a year, which I think is the cost of a good many of them. We
still have a good many people that cannot afford that, and because
they think they cannot afford it, and because they cannot afford it,
that is one reason why they just do not do anything about it, and their
bad health then becomes a community liability.
What is the answer, in your opinion, to the criticism that apparently
under any voluntary system we are always going to have a rather
large number of people that cannot pay for the cost ?
Dr. BAux. I do not know where to draw the line between the indigent, frankly the charity cases. We generally discuss them, but I
do not know where to draw the line between the indigent case and the
individual who can pay.
Under present wage scales, it seems to me the majority of the employed people could pay this $50 a year you mentioned and pay it
rather easily.
Somewhere down the line there will have to be defined a form of
assistance for those to pay who are unable to do so.
Frankly, I have not yet been able to figure out the proper method
of doing that.
And then, of course, the indigent must be cared for, and it is my
opinion, although I do not care to get into that discussion, that a very
good form of care for the indigent is for someone in Oregon, for example, the State welfare commission, to enter into such a contract as
this with the Oregon Physicians Service to care for the indigent and
the State pays the bill.
That could be done very well in a State like Oregon.
Senator DONNELL. Mr. Chairman, may I ask-a few questions?
The CHAIRMAN. Surely.

Senator DONNELL. Doctor, there is one phase of your testimony, I

think, is exceedingly important, and I want to take this opportunity
to ask you to emphasize it a little bit further, if you will.
Oh the last page of your testimony, you point out what I might
term as I understand your view that this bill, S. 1606, amounts to
the United States Government selling short physicians' services which
it has no power either to obtain, and because of the fact that it requires more services than can be given, selling short services that it
cannot obtain.
As I understand it, your petition is this: if I am wrong, I wish
you would check me on it-first, that under this bill it is planned that
the taxpayers will finance this compulsory health-insurance program..
They put their money in. That is point No. 1.
Dr. BAuM I assume that is the method of payment; yes.
Senator DONNELL. Regardless of whether it comes from general

taxation or a pay-roll tax, it is going to be paid for by the taxpayers
That is correct, is it not?
of our country, in some way
Dr. BAUM. That is correct.
Senator DONNELL. In the second place, you take the view that
S. 1606 "obligates the Federal Government to deliver complete medical service to every individual for every illness and encourages people
to believe that they can obtain this service."
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That is your construction of the bill, is it not ?
Dr. BAUM. Yes, sir.
Senator DONwxLL. In the first place, as I understand it from your
next sentence, you say:
Such obligation

is impossible of fulfillment for the simple reason that there is

not a sufficient number of doctors in the United States to do that amount of work.

That is your third point 8
Dr. BAUM. That is my opinion.
Senator DONNELL. That is your opinion.
And in addition to tha, you take the view, as you stated above, that
the Government is contracting to furnish' the service under conditions
not of the physician's own choosing and against the will of the
majority.
That is your opinion, too?
Dr. BAUM. I believe that the majority of the physicians are opposed
to this bill.
Senator DONNELL. In other words, as I interpret your testimony,
and I think it is a very excellent point, and as I interpret your testimony, you are saying, if we pass this law we are going to receive the
money from the taxpayers, we are going to make a contract or obligation to deliver to the taxpayer services that in the first place the
physicians do not want to furnish under this kind of plan; in the
second place, the services cannot.be in any way in the world compelled to be furnished, if the doctors do not want to furnish them;
and in the third place, services in a quantity which, because of the
lack of sufficient doctors, are impossible for the United States. to
furnish.
Is that a correct analysis of your position ?
Dr. BAUM. That is correct, Senator. I would like to add one
remark.
Senator DONNEL.

Yes.

Dr. BAUM. When I say there are not sufficient doctors to do that

amount of work, I mean, of course, that there are not enough doctors
to deliver that amount of practice and maintain a high standard of
medical service.
Senator DONNELL. Yes.
Dr. BAUM. You can, of course, see that number of people if you

are not particular how rapidly you see them.
Senator DONNELL. But it has been repeatedly emphasized by the
chairman of the committee that the purpose of this bill is to provide high quality of medical service, and, as I understand it, your
view is that this bill is contracting to do more than the Government
will have in its power to do with the present supply of doctors. That
is correct, is it not?
Dr. BAUM. That is correct, and one of the chief reasons why you
are getting a lowering of standards and quality of medical care. The
doctors will try. If people appear in your office, you have to try to
take care of them. The doctors will try to take care of these people.
Senator DONNELL. Take this supposition: Suppose the doctors of

this country should take the view that they are not going in on this
system ? Suppose they take that view. There is no way in the world
that this bill compels them to, and there is no way to compel them to
furnish those services by law.
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That is correA, is it not?
Dr. BAMU. Thlat is correct. I cannot imagine the doctors taking
that stand.
Senator DONNLL. I am coing to that next.
I think. the illustration, namely, that this bill is selling short in
quantities that under existing provisions of doctors, it is impossible
for the Government to furnish, on a high standard of effiiency, that
is your position V
Dr. BAuM. That is what I said.
Senator DONNELL. I think that point is well worth considering, and
I think you have rendered a very fine service in pointing it out so
clearly.
Senator Monr . May I aggest to the Senator from Missouri that
the pattern of the day would be to put them in uniform.
Dr. BAUM. I just got out, Senator.
The CHAIMAN. Doctor, you say that under this plan it would be
impossible -forthe plan to furnish the kind of medical care and treatment we are talking about here to the people of the country who
would need it ?
Dr. BAUM. Yes, sir.
The CHAIRMAN. We could not furnish that degree of care?
Dr. BAUM. That is correct, sir.
The CHAnRMAN. So you feel, then, that we should not attempt to
provide any plan, or any national plan of this kind at all, but should
depend entirely upon the development of the voluntary systems
throughout the country?
Dr. BAUM. I feel that, as I stated before, that one single State is
the largest unit that can operate a medical plan efficiently, and be
efficient.
I include al these fields I mentioned. There are certain reasons,
because the State is a political unit, there are certain reasons why it
is necessary to han a single plan to cover one State.
'It has been my observation that us the operation increases in size,
its efficiency does not increase, but, rather, goes the other way.
The CHAIRMAN. That was discussed here the other day at length
by the doctor, from the American Academy of Medicine from New
York.
But there is no plan now in operation which gives State-wide Ihedical care, is there?
Dr. BAUM. Plans are being formed, I am told, in 38 States now who
will cooperate under the associated medical-care plans. Now; they
will be different types of plans. Not all as complete as Oregon s, but
I think they can evolve rapidly.
The CHAnIMA.. But under your plan in Oregon, it is only your
groups that you operate that are able to subscribe to your plan?
Dr. BAUM. Groups as small as 10 in number.
The CHAIRMAN. Yes.

Dr. BAJM. And I think we will soon get beyond that point. We
will have to.
The CHAIRMAN. And the payments are made in the form of a payroll deduction I
Dr. BAUM. That is correct, sir.
The CHAIm AN. Do you have any where they are paid directly
by the individuals who receive the care?
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Dr. BAUM. Yes. Any individual who has been covered under this
plan and leaves employment may continue to carry iis coverage by
making individual payments.
The CHAIRMAN. But in his original application he would have to
be a member of a group and have to come in under a pay-roll reduction system I
Dr. BAUM. That is correct, sir.
The CHAIRMAN. Under your plan you only cover about 75,000 of

the people of the State ?
Dr. BAUM. Yes, sir.

The CHAIMAN. And what is the population of the State?
Dr. BAUM. I think it is something over 1,000,000. Not far over.
The CHAIMAN. That is a very insignificant coverage, compared to

the total population of the State?

Dr. BAUM. Yes, sir.
The CHAIRMAN. Of course, under the group system that you have,

all the members of the group are not required to join.
Do you require the total number of the members that belong to the
group to become parties to the contract?
Dr. BAUM. No, sir.
The CHAIRMAN. Any section of them can come in?
Dr. BAUM. That is correct.
The CHARMAN. So that those who feel that they need medical care

or may need it in the future come in and usually there are persons
who feel they do not need it at the time, and they could stay out

Dr. BAUM. Actually it does not operate that way, Senator Murray.
The CHARMAN. It is within their choice, is it not!
Dr. BAUM. It is within their choice, but actually it does not occur

that way.
It is necessary to sell this plan, although there is a bigger demand
now.

We have meetings with the employees that agree totake the plan.
The announcements are made to this group of employees, which
. may be 11 or 1,000, that the plan will be in operation, and that any
man who does not wish to have a pay-roll deduction, must so signify,
and the vast majority of them are very glad to come in, and do.
We find very little selection on the basis of need for medical care.
The CHAIRMAN. You, df course, do not know the reasons that impel
the others to refrain from taking advantages of the situation, do you
You do not know what causes them to remain out
SDr. BAUM. Well, I would hesitate to analyze that. Yes, I could
not say.
The CHAIRMAN. You cannot inquire into the secret operation of
*
their minds?
Dr. BAUM. No, sir.
The CHAIRMAN. You only know they stay out.
Dr. BAUM. Yes.

The CHAIRMAN. And you do not know the reasons. You would
not know whether or not they were impelled to stay out because
they thought they were extremely healthy, or probably thought they
could avoid that expense for the time being; is that not true?
Dr. BAUM. That is right. I do not know.

All I meant was that when you do start a plan in an operation,
usually 95 or 98 or 100 percent of the employees do come in.
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So that I assume that the health angle did not have much to do
with it.
I have no way of knowing, of course.
The CHAIRMAN. You have no way of knowing what impelled the
others to remain out
Dr. BAUM. No.
The CHAIRAN. If you apply your plan to individual citizens, do

you intend to do that ?
Dr. BAUM. I hope so.
The CHAIRMAN. You have no immediate plans for it ?
Dr. BAUM. No mechanism has been worked out to do it efficiently.
The CHATRMAN. If it were applied to the remaining individuals

of the State, you would have a total number of more than 1,000,000.
You say the population of the State is over 1,000,000. You have
not got the exact population?
Dr. BAUM. No, sir.

-

The CHAIRMAN. It has grown tremendous in recent years, has it
not?
Dr. BAUM. I think so.

Do you know the population of the State of Oregon ?
Dr. BENSON. I would say it is still a little over 1,000,000, owing to

the fact that while the industrial centers have grown, the rural areas
have given up some.
The CHAIRMAN. So you would have approximately more than
900,000 people left in the State.

Is that true?
Now if a large number of those people remained out of the plan,
it would be more expensive to operate than if they all came in, the
healthy as well as those who were not so healthy ?
Dr. BAUM. That we have not observed, Senator Murray.

That is very interesting. As I say, this Oregon Physicians' Service
is really a continuation of a 15-year program.
The CHAIRMAN. Yes.

Dr. BAUM. Once you have a rather small number of people cov-

ered, we will say 1,000, and certainly not over 5,000, you find when
you make it from five to ten thousand it is not any cheaper.
When you go from ten to fifty thousand it is still no cheaper, and
that broadening of the base upon which you have your first relatively
small group does not seem to lower the cost whatever.
As a matter of fact, it goes the other way, and the costs go higher,
and I can tell you why if you want to go into details.
The CHAIRMAN. I have always understood that under the insur-

ance system, that the broad coverage is what made the fees lower to
belong to the system. If they had a limited number, like in fire
insurance, even if they did not have a broad coverage all over the
country, or all over the State, if the operation was in a State, it

would be kind of risky business, but by having a great many people
insured at the same time, the prospects are they would be able to
furnish the insurance at a lower rate.
Senator CORDON. Senator, might I suggest what perhaps is a little

inaccuracy in your statement
The CHAIRMAN. I would be glad to have it.
Senator CORDON. The analogy that occurs to me is that that is not

quite proper for the reason that in insurance the amount of risk var-
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ies from a few hundred dollars to perhaps hundreds of thousands of
dollars on a single risk, with the result that there must be a far broader
coverage in order to minimize the cost of the incidental or single
losses, whereas. ii this type of health coverage, the total for say is
limited in its amount with the result that the average akcessary to

determine the over-all perhaps could be cut down, as the doctor suggests, to 1,000 or at'leeat not, over 5000 and give you the complete
operation of the law of averages.
The CHAIRMAN. You state that you never considered your plan

as an insurance plan but a contract practice plav.
Is that true?

Dr. R&UM. Yes, sir. Of course, I do. not want to be placed in the

position of having to defie insurance.
The point I wanted to bring out was that to me, whbn you sure,
such as a house, you have first, an insurable equity, and then you
receive an indemnity if it is damaged.
That is,you are paid in money.
Whereas, under this plan and S. 1606, such is not the case.
The individual does not receive an indemnity. Rather, an agreement is entered into, and I suppose any insurance is a contract, after
all, but this contract we enter into, either the Oiegon Physiians
medical
Service or Senate bill 1606, this agreement is one to supp.
contract
service when it is needed, and that is contract practice, a
practice has gone on for "hundreds of years, and that is why I wish
to emphasize that.
The CHAIRMAN. It is contract practice. It has the effect. of furnishing them with the medical care and bspialization when they
come to need it.
Dr. BAUM. Yes, sir.

The CHArMu.A . Well,' as you have pointed out, the practice~ at
present only is confined to groups that come in under your system,
and it covers only 75,000 people of the total population
Dr. BAUM. That is right,
The CaAMUAv. That is all, Doctor.
Thank you very muh,. Doctor.
Dr. BAx. Thank you, gQentlme..

The CAIRiAN. We will meet tomorrow morr'a g at 10 o'clmk.
(Thereupon, at 1:05 p. m., Tuesday, May 28, 1916, the committee

recessed until Wednesday, May 9, 1.946 at 1 a. m.)
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UNITED STATES SENATE,
CoMxxrEE ON EDUCATION AND LABOR,

Washinlwon, D. C.
The committee met at 10 a. m., pursuant to adjournment the Honorable James E. Murray (chairman) presiding.
Present: Senators Murray, Hill, and Donnell.
The CHAIRMAN. The committee will come to order.
The first witness this morning is Dr. Edward H. Ochsner, Chicago
Medical Society.
Senator HILL Doctor, I would like to ask you one or two questions.
How long have you practiced, Doctor ?
STATEMENT OF DR. EDWARD H. OCHSNER, CHICAGO MEDICAL
SOCIETY
Dr. OCHSNER. I graduated in 1894.
Senator HILL. Where did you graduate, Doctor
Dr. OCHSNER. I had a premedical course of 4 years at the University
of Wisconsin and then 3 years at the Rush Medical College.
Senator HILL. Doctor, I know you are modest and I do not wish to
embarrass you, but will you tell us, for the record, the different medical societies you belong to
Dr. OCHSNER. Well, I belong to the Cook County Medical Society,
which has a membership of 5,712. It is the largest local society in
the world.
And I have been a counselor in that society for 30 years.
I am a member of the Illinois State Medical Society of which I
was president in 1924, and have been a member of the house of
delegates.
I am a member of the Chicago Surgical Society.
And the Southern Surgical Society, of which I am very proud.
Sebator HuL. There is perhaps no society anywhere where its
numbers are chosen more on ability and merit than that Southern
Surgical Society
Dr. OcHSNaR. Yes.
Senator HILL.' It is a very limited membership.

Dr. OoCsNFB. Yes. And the American Medical Association, and
the American College of Surgeons, is about all.
Senator HUm. Thank you.
The CHAIRMAN. Dr. Ochsner, you have a prepared statement you
wish to follow I
Dr. OCHNER. I have, sir.

The CHAIRMAN. You may proceed with your statement.
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Dr. OcHNEB. Thank you very much.

I want to express my appreciation first to the chairman and the
members of the committee for the privilege of appearing before you.
It is a great privilege.
EXPERIENCE WITH HEALTH INSURANCE IN GERMANY IN 1896

I will confine my observations mainly to that portion of Senate bill
1606 which appears under Title II-Prepaid Personal Health Service
Benefits, and particularly to that portion of the bill which deals with
Federal control of medical services because, during approximately 2
years of postgraduate medical study in Europe, principally in Germany and Austria, I had ample opportunity to observe thq operation
of state-controlled medicine and to note its effects on the quality of
medical services rendered and the reaction of the people to the system
in general. -

My first direct personal contact with the problem of social insurance
occurred in the fall of 1896 when I was an assistant in an ambulatory
'Krankenkasse" nose and throat clinic in Leipzig, Germany. The clinic
was under the direct personal supervision of a privat-docent of the
university, a man in the forties, of excellent training, high ideals, and
fine personality, and yet I can truthfully say that the services rendered
to the patient were mediocre, about the type of services usually rendered in the city and college dispensaries of this country.
The treatments were mostly simply palliative, rarely curative, and
no time was spent in personal hygiene and preventive medicine for
the simple reason that it was so taken up with trivialities that there
was none left for the more important problems, such as careful personal
histories and general examinations in order to get at the causes of the
nose and throat ailments from which the individual patients were
suffering.
It was my privilege to become well acquainted with the head of
the clinic and one day about 2:30 p. m., after we had all worked without interruption since about 9 a. m., this head physician said to me:
Now, I am going home to my private office in order to supplement my meager
income from the "Krankenkasse" with a little private practice income so that
I can support my wife and baby decently.

From Leipzig I went to Hamburg to serve as extern in the Neues
Allgemeines Krankenhaus located in the suburb of Eppendorf, a cottage hospital, at that time, of some fifteen hundred beds. It was here
that I had my second direct contact with social insurance.
I had been there only a few days when I made the rounds one morning with the head surgeon of the hospital, Professor Kuemmel. We
went to one of the pavilions for the so-called "third-class male pa-

tients," where Professor Kuemmel spent considerable time examining
several of them. As we stepped out of the pavilion he turned to me,

the only American in the group, and with a good deal of emphasis and
some heat said substantially the following:
I have to waste one-quarter of my time ferreting out malingerers.

While there was probably some exaggeration in the statement, I
soon found out by further personal observation that there was much
truthin what he said.
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My third personal experience was in the winter of 1904 and 1905
in the ambulatory "Krankenkasse" clinic of Professor Schleich in
Berlin. At a quarterpast 2 his second assistant breezed into the room
and said in his peculiar Berliner vernacular about the following:
That tin-Lizzie of mine is some girl. I started out at 9 o'clock this morning to
make health insurance calls. I had plenty of time for a good dinner and between
9 and 2 1 made 23 calls.

It was before the days of 'self-starters. Let us figure out approximately how much time he had for each one of those calls. Take off
one-half hour for lunch. That leaves 42 hours for 23 calls, or a
little less than 12 minutes per call. When we analyze just what each
call involved we will get some idea as to just how much of those 12
minutes.he was able to give to getting a history of the patient, examining him, prescribing, and giving personal advice and general
directions.
Senator DONNELL. Doctor, included in that period of time would
be the trips from one place to the other, so he really could not give
12 minutes to each patient, could he?
Dr. OCHSNER. NO.

SIt was a cold, blustery day on the narrow streets of Berlin with a
good deal of new-fallen snow en the ground. When the doctor got to
the home of his patient he had to get out of his car walk to the house,
go up and down from one to four flights of stairs, ikock and open the
door, go into the room, take of his hat and overcoat-they always did
that-question and examine the patient, prescribe for him then put
on his overcoat and hat, go back to the car, crank it, for he had no
chauffeur, get into the car and drive on to the next patient. Further
comment is quite unnecessary, when you think that was 12 minutes'
service.

These three personal experiences gave me an insight into the practical workings of compulsory health insurance as no purely theoretical
knowledge could have given me.
Will Governmet-controlled medicine insure more prompt services?
The claim is made by the proponents of socialized medicine that such
a system will insure prompter medical services because doctors will
be called when the first sign of illness occurs instead of when the condition has become serious.
Actual experience disproves this claim.
Dr. Potts, who made a careful study of conditions in German hospitals, made the following significant observation: "I saw in the
surgical department of the city hospital in Frankfort more drainage
than clean cases of appendicitis." You know the difference between
drainage and clean cases. Compare this with conditions in this country where the number of drainage cases in appendicitis is considerably
less than 20 percent, and I saw in the hospitals of Frankfurtmore than
50 percent.
Senator DONNELL. Doctor, I must confess my ignorance. What is
the difference between a drainage case and a clean case ?
Dr. OCHSNER. In a clean case, you get the patient within 24 hours
and you take out tha appendix and sew up the abdomen. In the
drainage case, you get an abscess varying in size from a walnut to a
coconut.
85907-6-pt. 4----17-
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Senator HILL. Doctor, the patient understands fully whether he has
a drainage case or a clean case, does he not
Dr. OCHSNER. You bet he does.

After 6 weeks or so.

We all know how the mortality rate is increased by letting appendix
cases progress to suppuration before they are operated; how much
longer they have to be hospitalized; and how much greater the nursing
care and general hospital expenses are. Patients suffering from acute
appendicitis who are operated before the appendix ruptures are usually
out of bed in a week; out of the hospital in 10 days; and back at work
in 3 weeks, while those cases when the operation is delayed until the
appendix has ruptured are rarely out of bed in less than 3 weeks and
out of the hospital in less than 6 weeks. The fact is that the nondrainage cases practically all make 100 percent recoveries while the
drainage cases nearly all develop some intestinal adhesion which may
cause discomfort and digestive disturbances for months and even
years.
Senator HILL. They very often get a hernia. Dr. OCHSNER. Often get a hernia yes.

Senator HILL. Which means another operation
Dr. OCHSNER. Yes, indeed.

And not only that, but the mortality

is much greater. Very few men can handle drainage cases with less
than 10-percent mortality, and the mortality in the nondrainage
cases is not more than 1 percent. That is a big difference. And then

there is the expense and all.
Delay in many other surgical and also medical cases is just as harmful. I just give that illustration.
Why is it that patients under socialized medicine in Germany get
less prompt medical attention in urgent conditions than patients do
under our system of private practice
-The answer is that most doctors are overworked and become discouraged, and even disgusted because patients are calling up the
physicians at all hours of the day and night for mere trivialities.
And they magnify the importance of the operation, the disease.
"I am very sick. You have got to come right away." In private
practice that is not the custom.
It is a common practice both in Germany and England for doctors
to disconnect their telephones at night when they retire, and even in
the daytime, to pay no special attention to insistent calls because most
.
of these do not require prompt attention.
Baeumer makes the statement in his book, based on personal experience with the system and after a careful check of the call books of
Krankenkasse patients, that between 65 and 70 percent of all calls
are unnecessary, the Government pays for them, consume the time and
energy of the physician and the resources of the Krankenkasse, and
here is the important part, and prevent adequate medical service and
hospital care for the really sick. His paragraph describing how many
Krankenkasse patients abuse their privileges is very illuminating and
interesting.
Do patients get better medical services under socialized medicine
The claim is made that under socialized medicine a larger portion
of the population would get better medical service. Brend states in
his book that the average time spent by panel physicians in making
a diagnosis is from 3 to 4 minutes. He makes the statement that many
Krankenkasse physicians see from 20 to 40 patients during a 2-hour
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consultation period and that there are some who see as many as 60
to 80 patients during 2 hours.
Well, the kind of service we gave in Leipzig when I was an
assistant there. I think I have told two of you gentlemen. I think I
am the only American-born and educated physician who has ever been
a Krankenkasse physician. I served as a Krankenkasse physician.
The only difference was that I did not get paid. But I did have the
experience of the other men who got paid, and we gave that kind of
service.
A prominent Chicago physician shortly before World War II
visited a panel physician m England and went with him to see how
he handled the waiting-patient problem. As the doctors stepped into
the waiting room the English physician said to the more than 40
patients seated there, "Will those of you who are troubled with headache please stand," and six stood up. He then reached into his desk
and took out six identical printed prescriptions and .handed one to
each of the six standing patients and dismissed them.
Senator HILL. Doctor I think it was Dr. Robert Morris, of Philadelphia, who said that a headache was simply a bell in the tower ringing showing there was something wrong somewhere else, and that
might be in many different places.
Dr. OCHSNER. Of course. The six might have had six different
causes for the headache. They got the same medicine. It was the
same thing in Leipzig. You could not writeout a prescriptioa-suitable to the patient. You wrote out "No. 16." It is just ridiculous.
Senator HILL. Was that German efficiency ?
Dr. OCHSNER. That is right.

Senator HILL. German efficiency.
Dr. OCHSNER. Yes.

Then the physician said. "Will those of you who are troubled with
a cough, please stand," and another group got up and he followed the
same procedure. The others he took one by one into his private
office for a few minutes and by exactly 4 o'clock or in 2 hours the
office was empty of patients.
That gives an average of 3 minutes to each patient. How could he
go into the details of the causes of those sicknesses?
An English writer in commenting on the above facts rightly observed that these are not abuses of compulsory health insurance but
inherent'faults'of the system.
Sir Francis Neilson states thatThe practice of medicine in England is reduced to a question of physical endurance without regard to brains or ability.

Senator HIL. Doctor, in that connection, do you know how long
the British have had this system ?
Dr. OCHSNER. I cannot tell you exactly, but the Germans have had
it 63 years, and I would say the British had it about 30 years.
Senator DoNNEx.
About 1911, was it not, that it began in Great
Britain
Dr. OCHSNER. About 30 years. I did not remember the exact date.
Are more complete records kept under socialized medicine?
The claim is constantly made by the proponents that under such a
system much more complete records of cases would be kept. This
claim is disproved by the following facts. In the Krankenkasse amby-
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latory clinic in Leipzig where I was an assistant, no records were kept
except the name and diagnoses of each patient. There was no record
of the treatment the patient received, nor was there a careful physical
examination made nor any time spent in advising the patients in
matters of personal hygiene. This last is one of the most important
functions of the private practitioner of medicine. Take, in a question
of nose and throat cases, especially, to tell them how to use their bodies.
I was there 10 weeks. I did not have any time. One after the other
came in.
Here comes the worst of the whole thing:
It encourages malingering.
The tendency of so many patients to run to the physician for every
trifling or imaginary ailment and of malingering has a very bad effect
not only upon the professional relations between the physician and
his patient, but upon the mental attitudes of the physicians as a whole.
When a private patient consults his physician, the latter naturally
assumes that there is actually something the matter and he accepts
the statements of the patient at their face value. He makes every
effort to determine the nature of the ailment in order to relieve the
condition; but in compulsory health insurance practice, the physician
sooner or later quite naturally and almost inevitably gets the mental
attitude of-"Now what insignificant matter is he here for again today!" or here is the important thing, "What is the scheme today so
as to get something out of the Krankenkasse fund?"
Senator DONNELL. Now, Doctor, in the German system there was

some cash payment made?
Dr. OCHSNER. Yes.
Senator DONNELL. In addition to the personal services?
Dr. OOHSNER. Yes.
Senator DONNELL. Of course, that is not proposed under S. 1606,

that there should be cash payments ?
Dr. OOHSNER. Not yet. But it amounts to the same thing.
What we have here is called unemployment relief.
The practitioner of medicine obviously becomes a detectiveSenator DONNEL. Pardon me, Doctor. May I have the record show
that while I made this comment as to S. 1606 in contemplating cash
paymentsDr. OCHSNER. Yes
Senator DONNELL. I want the record to be open as to whether or

not S. 1050 does.
My understanding is that it does provide for cash payments.
Dr. OCHSNER. It does. Ybs. That is right.
Senator DONNELL. Yes.
Dr. OCHSNER. The practitioner of medicine obviously becomes 'a
detective instead of a diagnostician and therapeutist, and such a mental attitude on the part of a large portion of the medical profession
is fatal to the best type of medical practice and service.
Do the American people want that kind of medical service?
This bill if enacted into law would inevitably greatly lower the
quality of medical and dental services to a large percent of our citizens.
When we substitute Government control in medicine and dentistry
for independent individual action, we stifle self-expression, individuality, initiative, courage, confidence, enthusiasm, and industry in both
doctor and patient.
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Another serious defect of socialized medicine is that it encourages
quackery. Four years after compulsory health insurance was adopted
in Germany there were 1,713 lay practitioners "charlatans" and
"quacks" in Germany, and in 1929, the last statistics I have been able
to get, there were 12,413. Germany has been called the "happy hunting grounds for quacks." There is a belief deep-seated in the human
mind that the thing which you can get for nothing is worth nothing.
This accounts for the fact that man of the members of the Krankenkasse value the services of their physicians lightly and spend huge
sums in running to "quacks" and n buying all sorts of patent medicines.
There is an increase, then, from the beginning 4 years, from 1887
to 1929, from 1,713 registered quacks to 12,413 in Germany.
While studying in Hamburg I got very well acquainted with about
40 of the attending men. That is what we would call interns here.
While studying in Hamburg I was told by a number of the medical
men that it was a very common practice for Krankenkasse patients
to go to a panel physician principally to get sick benefit allowance
and to step right out of the office, throw away the prescription the
doctor had given them, and to go directly to the office of a "quack"
for advice.
One of the very worst features in any and every form of compulsory health insurance so far devised, or as I believe, can be devised,
is that it unquestionably lowers the confidence both of the individual
and the public in the efficiency and integrity of the medical profession.
Now we naturally come to the question: "Does socialized medicine
increase or decrease the number of days of sickness?" That is one
of the things we always claim. Get there early and you will not be
sick so long.
The average number of days of sickness per insured member which
was 5.9 in 1885, shortly after the sickness insurance law was enacted,
increased to 6.19 in 1890 and to 9.19 in 1913. The average loss from
sickness of the American laboring man before the World War I was
6. days per year. Simons and Sinai says that the number of days
lost due to sickness has increased in Germany more than two and onehalf times from 1888 to 1929.
The question naturally arises: "What are the relative costs of medical services under socialized medicine and our present system 9"
Potts in his report makes the following statements-and I need not
read that all, but what it actually does is this: It increases the paper
work so frightfully that in order to run the system they have almost
as many secretaries and clerks on the paper work as they have doctors
in any area. I will not go into the details of that.
Senator HiuL. We see something of that paper work in the Army
and in the Navy, too, for that matter.
Dr. OCHSNER. Yes. And here they take histories and records like
that, all of that time and money is spent in keeping track and ferreting out these fellows who pretend to be sick.
The number of hospital beds in Germany increased from 70,000 in
1844 to 471,125 in 1927; an increase of approximately 673 percent
while the population increased only about 33% percent in the same
period of time.
If that hospitalization would be so good for them, they would not
have twice as many days of sickness, would they
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This resulted because patients sought admission to the hppital for
all sorts of minor illnesses and pretended sickness when not really
sick.
With this fact I was deeply impressed in Hamburg. I got there
about the middle of November 1896 and almost daily patients were
admitted to the hospital for lumbago-one of the most difficult things
to diagnose-so that one of the pavilions for such pateints was overfilled in a few weeks. When the mild weather came on toward spring
the pavilion became almost empty about as fast as it had become filled
in the fall.
In the meantime they had had free care, free treatment, and took
away attention that should have been given to really sick patients.
Is such a law in strict conformity with our Constitution
Now, there is something for you legal men that you may disagree
with, but I am going to give it anyway.
And there enters a problem worthy of serious consideration. Our
Constitution provides that whatever any individual earns is his to
use as he wishes, and the fifth article of the bill of rights specifies that
private property shall not be taken for public use without just compensation. The proposed bill is a distinct nullification, in spirit
at least, of these provisions because it makes it possible for the Government to take directly 4 percent of the earnings according to bill
1050 of conscientious, moral workmen, and indirectly 4 percent from
the consumers-without their consent, and to give it to the lazy, shiftless,
unmoral individuals for sickness which they may have largely brought
on themselves by riotous, immoral 1 ving. This might be considered
legal, but is it fair?
Increases malingering. The worst feature of the whole bill is that
it increases malingering and thereby undermines the honesty and
integrity of a large percent of the population, including the medical
profession. During my postgraduate studies in Hamburg I was
associated with about 40 physicians and they told me many things
about the evils of socialized medicine. They told me that it was not
the most efficient and conscientious panel physicians that had the
largest practices, but those who were most liberal with sickness benefit certificates. They told me that a new physician in a neighborhood
is always more popular because the people expect to get more sickness certificates from him than from the longer established physicians.
HEALTH IS AN INDIVIDUAL RESPONSIBILITY

One of the greatest responsibilities of life is to learn how to take
care of one's body and to conserve one's health. For the Government
to do more and more for the individual citizen makes for useful
knowledge and the sense of personal responsibility, undermines
character and honor, and destroys initiative and courage.
If the State looks after the individual's health without any expense to himself, it undermines as one writer says, "the will and
desire to be well and to work."
One author describes compulsory health insurance as a curse. He
says that it destroys the morale not only of the insured but of the
medical profession.
Another writer goes so far as to say that compulsory health insurance prevent the lower classes from rising.
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Another writer expresses the same idea in the following words:
Irresponsibility leads to pauperism,

and again,
Guardianship by government of normal adult man or woman has sooner or
later either ended in disaster for the government which adopted it or in the
servility of those governed.

I would add that the servility of those governed usually precedes
the disaster.

Lewis l]rowne in his Stranger than Fiction says:

The worst evil of continued oppression is not so much that it cripples the
bodies of its victims as that it crushes their souls. It robs them of courage
and self-reliance.

The same thing can be said with equal truth and even greater emphasis about those receiving things they have not honestly earned,
and in addition to crushing their souls and robbing them of their
courage and self-reliance it has a tendency to make them leeches, parasites, hypocrites, and even outright liars. It is a fundamental, psychological error to do everything and provide everything for the
weaker members of society.

The only way they can ever hope to

develop strength is by making strenuous effort to overcome obstacles.
Striving makes man stronger while sloth and idleness not only weakens
the body but also the will. Ambition is detroyed in a large percent of
the population when all the provisions of socialized medicine are put
into force.
On pages 68 and 69 of subheading (e), Senate bill 1050, appears
the following:
There is hereby established a National Advisory Employment Service Policy
Council (referred to in this section as the "Council") for the purpose of formulating policies, reviewing administrative operations, and discussing problems of
the employment service-

and I want to emphasizeand to assure impartiality, neutrality, and freedom from political influence in
the solution of such problems.

Ever since reading the foregoing statement of purpose I have been
wondering whether those who drafted that cause understand its full
import, for anyone who is at all familiar with governmental prpcedures and bureaucracy knows that up to date no means of achieving
the ends stipulated have ever been devised in the history of government. No method has ever been found whereby favoritism, 'spoils"
politics, pull, nepotism, paratitism, and graft can be eliminated with
even a reasonable degree of certainty. These are the greatest evils
affecting civilization today. The individual who can solve this problem willnot only be one of the greatest benefactors of the human race
but one of the wisest men the world has so far produced.
8. 1606 PROVIDES SOCIALIZED MEDICINE

If this bill should become a law, it would open the doors to an
evil such as probably no law on our statute books today offers. It
would lower the stamina and integrity of a large percentage of our
citizens at a time when integrity and honesty are two of the greatest
needs of the times. The integrity of the people of this earth must be
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raised and not lowered if civilization is not only to progress but to
survive.
That anyone who is familiar with the actual workings of socialized
medicine and State medicine and who has carefully studied the provisions of Senate bill 1606 can honestly claim that this bill if enacted
into law would not be socialized medicine and State medicine seems
incredible. It would actually put under the control of the Federal
Government the medical care of at least three-fourths of the population of our country. It would certainly be socialized medicine and
the first step to totalitarianism just as it was in Germany.
Senator DONNELL. Doctor, Senator Hill has asked a few' questions
I had in mind, because I though we ought to have this record show
fully your experience, and I am afraid even yetsthe modesty to which
he referred has not caused you to tell us quite as fully as I would
like the record to show.
Would you tell us, please, what type of experience you have had
in this country in your practice in working, how general that experience has been?
Dr. OCHSNER. After I graduated from Rush Medical College, I was
for 19 months an intern in the County Hospital.
Senator DONNELL. Cook County?
Dr. OCHSNER. Cook County, yes, sir.

Senator DONNELL. Illinois.
Dr. OCHSNER. Illinois. I served under three of the most famous
men at that time, not only of Chicago but of this country.
Senator DONNELL. Would you mind giving us their names for the
record ?
Dr. OCHSNmE. Dr. James P. Murphy, Dr. Christian Fenger, and
Dr. J. B. Herrick, who is still living.
Senator DONNELL. Yes, sir.
Dr. OCHSNER. And a few days after I graduated I went to Europe

and studied a year and a half.
And then I came back and I became an assistant to my brother,
who was about as prominent a man as J. P. Murphy.
Senator HLL. What were his initials?
Dr. OCHSNER. A. J.

Senator HaL. Albert J.
Dr. OCHSNER. Albert J. And I became surgical assistant.

Senator HILL. Doctor, excuse me 1 minute. These gentlemen of the
press want to hear what you say. Will you speak a little more into
the microphone?
Dr. OCHSNER. Yes. And then I was his surgical assistant and en-

gaged in general practice in addition.
Senator HILL. Of course, Doctor, if I may interrupt you, you and
your brother had there in Chicago one of the great surgical clinics of
your times?

Dr. OCHSNER. Well, thank you.

Senator HIt. That is true.
Dr. OCHSNER. Well, we did have many visitors.
Senator HILL. I suppose undoubtedly at the time that you all were
so busy there that you, along with the Mayos at Rochester and Dr.
J. P. Murphy in Chicago, were doing the great surgery
Dr. OCHSNER. We had large practices.
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Senator HLL. Lots of practice?
Dr. OCHS4ER. Lots of practice.

Senator HI-:L You did not have any time for malingering, did you
Dr. OcHSNER. No. There is not that in private practice that there
was in Germany. It was terrible. All they came there for was to

get a statement that they were sick and needed to go to a hospital.
You can tell from the increase in hospital service.
And if there are about six 'times as many in the hospital, the really
sick just could not get the services they needed.
Senator DONNELL. Now, Doctor, reverting just a moment to your

own professional experience, would you mind carrying that on down
Do not be too modest. We want this record to show.
You have given important testimony here today, and we would like
to have the record show your opportunities for observation not alone
abroad but in this country too, and your work and your standing.
Dr. OcHsmNE. Well, if you want some more, I became attending
surgeon at St. Mary's Hospital.

Senator

DONNELL. In Chicago?

Dr. OCHSNE. In Chicago. And I have been on the staff of the
Augustana Hospital for 46 years.
Senator DONNEI. Yes, sir.
Dr. OCHSNER. I am consulting surgeon now. I see about one patient a year.
Senator DONNELL. Yes. Now, just go ahead if you will and tell
us, generally speaking, of your experience during the years of your
practice.
Dr. OCHSNE=. All right. I went then, again, as I said, in the opening I think, went to Europe again in 1904 and 1905.
Senator DONNELL. Yes.
Dr. OCHSNER. And did post-graduate work there again.
There in that Schleich Clinic. I did not want to put in too much.
I thought you gentlemen might shut me off before I was through.
Professor Schleich had made quite a contribution to surgery by devising a good local anaesthetic, and he was made head of a clinic in
Berlin. And during the months that I was there, I never saw him,
and he undoubtedly got the bulk of the pay. Senator DONNELL. Now, in your surgical hospital that you and
your brother conducted-Dr. OCHsNER. Yes.
Senator DONNEmu You very modestly said that you had a good
many patients. Did they run into the hundreds or perhaps thousands
over the course of your experience there in the hospital?
Dr. OcHSNER. Yes, they did.
Senator DONNLL. Thousands, was it not?

Dr. OcHsNE.

Yes.

Senator DONNELL. Yes, sir.
Senator HuLL. Senator Donnell
Senator DONNELL. Yes, sir.
Senator HIL. My father was a doctor. I remember well as a small
boy going with him to Chicago and from there to Rochester, Minn.
Senator DONNELL. Yes.
Senator HILL. He took that trip so that he might visit your clinic
in Chicago, and that he might also see Dr. Murphy's.work and go on
out to'Rochester.
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Dr. OCHSNER. Yes, sir.

Senator HILL. I remember as a small boy there in Rochester his
telling me of the enormous amount of work you and your brother were
doing at that time.
Dr. OCH8NER. Well we did.
Senator DONNELL. Doctor, you are listed on this list of witnesses

appearing as "Dr. Edward H. Ochsner, Chicago Medical Society."
Are you appearing for the society, or'are you appearing as a member or just in what capacity?
Dr. OCHSNER. Well, both.

Senator DONNELL. Both.
Dr. OCHSNER. As I said, I have been a member of the Chicago Medical Society for 48 years.
Senator DONNELL; Yes.
Dr. OCHSNER. And I have been a member of the legislative body,
the council, for 30.
Senator DONNELL. Yes, sir.
Dr. OCHSNER. And at one monthly meeting I told them I was coming here, and they appointed me as their representative.
Senator DONNEL. Has the Chicago Medical Society passed any
official action with respect to S. 1606, the Wagner-Murray-Dingell
bill ?
Dr. OCHSNER. Oh, yes.

Senator DONNELL. What is the substance of that action ?
'Dr. OCHSNER. Distinctly opposed to it.
Senator DONNEL. Distinctly opposed to S. 1606
Dr. OCHSNER. Yes; and they have, just last week in a meeting, in
which meeting we passed unanimously, without a dissenting vote, we
endorsed methods of prepayment medical service.
Senator DONNELL. There has been organized in Illinois rather recently an organization under the corporate law of the State to carry
that plan into general effect, has there not, Doctor ?
Dr. OCHSNER. That is right. Prepaid medical service.
Senator DONNELL. And that plan is now being projected over a
large part of the country under the auspices of that organization.
That is correct, is it not?
Dr. OCHSNER. Yes.

Senator DONNELL. You referred to being a member of the House of
Delegates of the American Medical Association.
Dr. OCHSNER. I have been several times.
Senator DONNELL. Several times.
Dr. OCHSNER. Not lately, but I am now,delegate to the Illinois State
Medical Society.
Senator DONNELL. Doctor, as a member of the House of Delegates
of the American Medical Association, did you undertake to present
the views that you thought were proper, and sound, and wise, from
your experience as a physician in that house of delegates?
Dr. OCHSNER. I have at various times.
Senator DONNELL. Yes, sir; and the house of delegates is the representative body of the physicians who belong to the American Medical
Association. Is that right ?
Dr. OCHSNER. Yes; and that includes a large majority of all the
physicians of thp country.
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Senator DONNELL. Yes; something over 125,000 members of the

American Medical Association.
Dr. OCHSNER. Yes.,

Senator DONNELL. Yes, sir; Doctor, you referred to the increase
in periods of incapacity over in Germany, did you not, in your testimony, since the inauguration of this system ?
Dr. OCHSNER. I would include, too, the word "pretended."
Senator DONNELL. Yes; pretended or actual, as the case may be.
Dr. OCHSNER. Yes.
Senator DONNELL. Senator Hill, I would like to offer for the record
at this time, in that connection, a table which appears in a book, the
author of which is Dr. Isadore S. Falk, entitled "Security Against
Sickness," which table appears at page 109, and is headed "Recorded
days of incapacity among insured members of the legal sickness funds,
1885-1933."
This pertains to Germany.
Senator HILL. Good.

Senator DONNELL. I will ask that that be incorporated.
Senator DONNELL. Doctor, I can assure you, on behalf of the committee, that in the absence of the chairman, who.asked me to preside
in his absence, that we greatly appreciate your coming here.
Is there anything further, Senator Hill?
' Senator HILL. I want to join in expressing, my appreciation, Dr.
Ochsner, in your coming from Chicago and making this statement
this morning, and giving us the benefit of your experience and knowledge and of your wise counsel.
Senator DONNELL. I am glad the Senator has expressed himself,
and I think it is appropriate to say that the physicians and witnesses
generally have shown a very fine desire to be of assistance to our committee, regardless of the views of these respective witnesses, and have
come here, many of them, at great personal sacrifice, and we are all
very grateful not only to Dr. Ochsner but to the other witnesses who
have appeared.
Dr. OCHSNER. I certainly appreciate the very courteous treatment
I have received.
Senator DONNE1LL. We are happy to have you here Doctor.
(Subsequently the chairman asked to have inserted the following
excerpts relative to the reference made by Senator Donnell to statistics
in Security Against Sickness, by I. S. Falk (1935) pp. 107-117:)
[Excerpt from Security Against Sickness, by I. S. Falk, pp. 107-117]
STATISTICS ON INCAPACITATING SICKNESS

AMONG INSUBD PERsoNs

Having observed the course of sickness insurance in Germany and its steadily
enlarging scope of benefits, it is not surprising to find that costs have been increasing. The mounting costs are in the first instance a reflection of the fact that
benefits are larger, are paid for longer periods of time, and are allowed to more
persons now than formerly. It is therefore a foregoing conclusion that the
recorded rates of incapacitating sickness among insured persons (i. e., the rates
of illnesses which are reported to the insurance societies and for which benefits
are received) will be found to be higher in recent than in former years.
It will be noted in table 7 that the number of recorded cases of incapacitating
illness showed practically no change between 1885 and 1913, increased after 1922,
reached a peak in 1929, and declined to attain in 1932 the lowest level ever
recorded. The average recorded days of incapacity per insured person (table 8)
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have shown a similar trend, rising almost steadily to a maximum in 1929 and
then declining to a new minimum in 1932. Both of these indices showed increases
in 1933. The average recorded days of incapacity per illness (table 9) have,
however, been showing a somewhat different trend; they increased rather steadily
until 1924, then declined somewhat up to (and including) 1929-when the other
indices were reaching their peak values, increased between 1929 and 1932, and
declined again in 1933. Thus, in recent years, this index has in general shown
some tendency toward an inverse trend from that shown by the preceding ones.'
7.-Cases of illness accompanied by incapacity for work recorded among
insured members of the legal sickness funds,' 1885-1933

TABZ

Average number of cases per

Average number of cases per

insured person

Year

insured person

Year

-

1885.---..-----1900------------..

-

Insured
males

Insured
females

0.423
.402

0.407
.334

1910-.---------.413
.357
1913-...-----.---...
.441
.375
() ............---------....--...-------. -----.

Both
sexes
0.420
.386

Insured
females

0.494
586

0.404
.483

0.461
.549

Both
sexes

.398
.421

1928 ......
1929 -------1930................

602
.631
.443

.493
.526
.396

.562
.593
.426

1931-----..-....- 1932 .....
......
1933 ..------------

.376
309
356

.370
.322
.370

.374
.314
.361

1922-....----.--....
1923--------------1924-....--------

.479
.342
.455

1925----

.472
.339
.394

.477
.341
.432

.548

.460

.524

------

1926...------ ---.
1928 ...........

Insured
males

i Exclusive of the miners' funds in the years prior to 1929.
INo data available for years 1914-21.

TABLE 8.-Recorded days of incapacity among insured members of the legal
sickness funds,' 1885-1933
Average number of recorded

Average number of recorded

days per insured person

days per insured person

Year

1885 . .......
----1900--...--.........
1910 ....------.
.
1913 .........-----

Year

Insured
males

Insured
females

5.93
6.85
7.81
8.44

5.71
6.71
8.53
9.15

Both
sexes

()---------------.................-----------...............................

1922...-----------..

1923--------------1924...-----------1925....----- ------.
1

8.70

6.35
10.67
12.31

11.18

7.94
11.13
12.89

5.89
6.82
8.01
8.66

1926....-..-..-- ..
1927-..-..-........
1928.--.....-...---1929...- . ------..
.

9.66

1931 -...- .-------.

6.96
10. 85
12.53

30-----

..

1932....... ---- ---1933------------.

Insured
males

Insured
females

12.26
12.99
13.78
14.32

11.66
12.77
13.35
13.57

12.04
12.91
13.62
14.04

11.73

11.45

11.63

8.85
8.64

9.73
10.35

9.18
9.27

10.57

11.02

Both
sexes

10.73

Exclusive of the miner's funds In the years prior to 1929.

* No data available for years 1914-21.

The data shown in tables 7, 8, and 9 are taken from more detailed tabulations compiled
by Goldmann and Grotjahn, Benefits of the German Slckness Insurance System From the
Point of View of Social Hygiene, Geneva, 1928; and from Statistik des Deutschen Belchs
for various years.
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TABLE 9.-Recorded duration of incapacitating iUlness among insured members
of the legal sickness funds,' 1885-193
Average number of recorded
days per recorded incapacitaking illness

Year

Insured
males

185 .......-----...
14.1

Insured
females

14.1

Average number of recorded
days per recorded incapaci
tating illness

Year

Both

sexes

14.1

19826 ---...

-.

17.0

1910 --------------1913 -..----------1922--.----.--------

18.9
19.1
18.1

28.9
24.4
23.7

20.1
20.6
20.3

1928------....
..-..-1929-...._........
1930..----------....

1923....---------..
1924-..--..
1925...----------..

18.6
23.5
22.5

23.4
28.2
28.0

20.4.
25.1
24.4

1931..........
.----.
1932-........---.....
1933--.--------.

--.....

17.6

Insured

24.1

28.9

males

1900 ...------------

20.1

Insured

1927-..--..........

females

21.

Both

sexes

25.7

26. 4

23 2

22.9
22.7
26.5

27.1
25.8
28.9

24. 2
23.7
27.8

28.1
28.6
24.2

29.8
30. 2
28.0

28.7
2.3
2& 6

i Exclusive of the miners' funds In the years prior to 1929.
* No data available for years 1914-21.

On the average, there is each year one case of incapacitating illness recorded
for each two insured persons. Statistically, this is equivalent to saying that, on
the average, of every two insured persons one is incapacitated each year (table 7).
The recorded days of incapacity per member mean that, on the average, the insured persons lost about 1 week a year from work in 1885, about 2 weeks in 1929,
and now lose about 1% weeks a year (table 8). The average duration of disabling illness increased from 2 weeks in 1885 to over 4 weeks in 1932-and is now
about 3% weeks within the year (table 9). Women show fewer cases of incapacitating sickness but more days of incapacity than men because their cases are in
general of longer duration.
If the data recorded in tables 7, 8, and 9 are taken at their apparent meaning,
they are very puzzling because there is no explanation in the general trends of.
health or sickness in the German population to explain them. We shall see
directly that their interpretation requires an understanding of a number of factors.
At this point it should be emphasized, however, that the figures which have been
cited are not records of the true or complete occurrence or duration of sickness;
they are only the count of cases of incapacitating sickness, or of days of such sickness, occurring among the insured persons and recorded in respect to the receipt
of benefits (medical services and cash).
SIGNIFICANCE OF THE RBIB

AND FALL IN

TI

INSURANCE BIORNE

BATE

It is a common practice among some writers on the subject of national sickness
insurance to give emphasis to the large increases which have occurred under
insurance in the demands for medical care, in the annual number of days of incapacitating sickness per member, and in the average costs per member. Such
practice leads to serious errors when it is based upon an uncritical comparison -of
the statistics of one year with the statistics of another.
Insurance provision for medical benefit started with a very restricted scope
and became increasingly more liberal as both contributions and reserves increased.
It was therefore inevitable that the requests for medical care, the volume of
medical service, and the costs should increase, entirely apart from any question
concerning the actual amount of sickness, or the rise or fall of sickness. Judging
by American experience (192-31) in a typical uninsured population of low income

(family income of less than $1,200 per annum), on the average only a little more
than 50 percent of the individuals receive any medical care whatever during
a nor-

mnal year. Inasmuch as many of these people have minor-if not major--illnesses
which go without professional attendance, it is no surprise that among insured persons the requests for care and the average number of recorded days of illness increase progressively with increasing opportunity to receive medical care without
direct charge for service at the time it is secured. The published statistics
on

"cases of incapacitating illness" (as in table 7) are more correctly "cases of in-

capacitating illness attended or treated"; the statistics on "days of incapacity" (as
in table 8) are more correctly "days of incapacity attended and certified for cash
benefits"; and the statistics on "duration of incapacitating illness" (as in table 9)
are more correctly "duration of cash benefit of Incapacitating illness." When con-
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tributions and financial resources increase and benefits are made more liberal,
all of these statistics show inevitable increases so long as the benefits still
remain small, inadequate, or restricted.
The statistics of "increasing sickness" under sickness insurance have been
widely quoted and have been taken at their face value by some writers on this
subject. It is therefore pertinent to quote the following passage' from Prof.
Henry E. Sigerist of Johns Hopkins University:
"It has been repeatedly been pointed out that the average number of days of
sickness has increased enormously since sickness insurance was introduced.
While in 1888, 100 insured were ill on an average of 547 days a year, the number
increased in the following way: 1913, 856.6 days; 1924, 1,084.5 daysi.1925, 1,250
days a year. This does notr-mean that the population is less healthy, or that
there is malingering. It is not that the days of sickness have increased, but the
days of treatment Many illnesses that had gone untreated formerly, today
are given medical treatment in time, preventing fatal consequences. The general
health conditions have undoubtedly improved tremendously, and this is illustrated by the fact that shortly after a lost war, famine, revolution, inflation,
and all the disturbances of a postwar period, the German health conditions
were as good as in the best situated, victorious countries. It is further illustrated by the fact that the health conditions are better in the highly industrial
centers than they are in the rural districts."
The official German statistics which show increasing sickness rates also
require other explanations. The statutory benefit period of 13 weeks (1883-1903)
was extended to 26 weeks in 1903. Many funds voluntarily extended the benefit period (for some benefits) to 39 and to 52 weeks; other funds voluntarily
reduced the waiting period before disability benefits become payable or eliminated this period entirely. Other things being equal, it was absolutely inevitable
that the number of recorded days of incapacity for which cash sick benefit
was paid would increase, not because there was any more sickness, but merely
because cash benefit would be paid for a larger part of the period of incapacity
in illnesses of long duration. This point will be explained later. Furthermore,
in the same years in which the cash and medical benefits have become more
and more generous, more severe "risks" have been brought within the scheme.
Women-who have higher sickness rates than men even among noninsured
populations-were added to the insured population in increasing proportions,
and later, medical benefits were extended to dependents. In addition, the resources of sickness funds have had unusually heavy drains in recent years for
the care of those who were injured or partially disabled in the World War and
who found industrial employment after the peace was negotiated. The postwar
collapse of the German currency and the wiping out of the savings of the middle
classes compelled many persons of moderate or advanced ages to resume employment, and, by increasing the average age of insured persons, contributed
to bring increasing loads upon the insurance funds. The declining birth rate
has also appreciably increased the average age and the average need for medical
care.
The influence of changes in the "benefit period" and in the "waiting period"
upon sickness records may be illustrated quantitatively by means of a simple
statistical experiment. There has been so much confusion of thought on this
subject, especially in recent American writings on health insurance, that the
illustration may be of value in clarifying the discussion and may contribute to a
better understanding of the German insurance sickness statistics.
We have the records of all recognized illnesses which occurred among some
9,000 representative families in the United States during the years 1928-31.3 We
proceed to separate the records of gainfully occupied persons from the records
of their dependents and to further restrict the gainfully occupied by excluding
housewives, farmers, farm laborers, professional person, rierchants, businessmen, etc., and all persons under 15 or over 64 years of age-leaving a group substantially like those who would be embraced by an industrial insurance fund
(clerical workers; salesmen; skilled, semiskilled and unskilled laborers-15 to
64 years of age). We then tabulate only disabling (incapacitating) illnesses,
2 Sigerist, Henry E.: European Experience in Medical Organization.
Chapter in The
Medical Profession and the Public. Historical Developments. European Experience in
Medical Organisation. Philadelphia, American Academy of Political and Social Science,
1934. p. 37.
*The Incidence of Illness and the Receipt and Costs of Medical Care Among Representative Family Groups, by I. S. Falk, Margaret C. Klem, and Nathan Sinai. Chicago,

the University of Chicago Press, 1933.
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taking account of the duration of each illness which caused incapacity for gainful
employment.
First. In respect to the average incidence of disabling illness during a year,
we obtain the following figures:
Disabling illnesses per person
Males
Annual family income:
Under $1,200 ------------------------------------------.
--------------------------$1,200 to $2,000.-------------$2,000 to $3,000-------...-----------------------------------..

Both sexes

Females

0.36
.37
.36

0.42
.46
.36

0.35
.36
.36

If these figures are compared with the figures for German sickness insurance
in recent years, cited in table 7, it will be found that they agree reasonably well
and show corresponding variations according to sex.
Second. In respect to the average amount of disability during a year, we obtain
the following:
Days of disability per person (both sexes)
Annual family income:
8. 9
Under $1,200----------------------------------5.7
----------------------------------------$2,000---$1,200 to
- 5.0
$2,000 to $3,000-----------------------------------------If we compare these figures with the data for recent years in table 8, we find
there is moderately close agreement for those in families with the smallest incomes
(under $1,200). This is not surprising, because the population covered in Germany sickness insurance is, in general, in the lowest income brackets. In any
event, in our "experimental" American group the persons in the lowest income
bracket have an average incidence of disabling illness and an average amount of
such illness similar to that recorded in recent years for all insured persons in
the legal sickness funds of Germany.
Third. Let us see what will be the effect upon our figures, for this group of
persons, of counting only the average days of disability which occurred during
a year but within periods of 13 weeks, 26 weeks or 52 weeks, respectively, after
the onset of illness. In other words, we are treating these disabling illnesses
as though they occurred among an insured (instead of among an uninsured)
population with, alternately, a 13-, a 26-, or a 52-weeks' benefit period.
Days of disability per person (both sexes)
Benefit period:
6.4
-----------------------Within 13 weeks---- ---------7.4
----------------26
weeks---Within
8.9
-------------------------------Within 52 weeks
Here we see, for our "experimental" group the effect of variations in the benefit
period upon the average days of disability. Now, let us carry this experiment
a step further by counting only the days of disabling illness occurring (within
each of-the three benefit periods) after 0, 1, 2, 3, 4, or 5 days of disability have
elapsed (i. e., allowing for various waiting periods). The averages then are
as follows:
Days of disabilityper person after the following"waiting periods"

Benefit period:
Within 13 weeks......----...----....---..---..-

Within 26 weeks....---..---.....---------.----

Within 52 weeks....----.....----.--------.......

0

1

2

3

6.4

6.1

6.7

6.4

&9

8.

8.2

7.9

7.4

7.1

6.8

6.4

4

5

5.2

4.9

7.6

7.8

6.2

6.9
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It will be seen, as was to be expected, that the recorded4" average number of
days of disabling illness increases the longer the "benefit period" and the shorter
the '"waiting period," and vice versa. If these figures are compared with those
in table 8, it will also be noted that (a) for a "benefit period" of 13 weeks and a
"waiting period" of 3 days we have for our "experimental" group an annual disability rate of 5.4 days per person and that this is similar to the rates recorded
for the German insured persons in the years 1883 to 1903 when the statutory cash
benefit was payable from the fourth day and for 13 weeks; (b) for increasing
"benefit periods" and decreasing "waiting periods," similar to the extensions
which were made by statute or by the voluntary action of the insurance societies
in Germany since 1903, the disability rates of the "experimental".group approach
those of the insured population for the period 1903-1933.
What has been shown here from an "experimental" American .population can
also be shown from an actual American population. Since 1921, the United
States Public Health Service has been accumulating records on the work of industrial sick-benefit associations through periodic reports furnished by the associations or company relief departments. These records contain data on disability
with various combinations of waiting periods, benefit periods, size of benefits,
etc. Without going into details, our immediate point may be illustrated by the
figures showing the average calendar days of disability from sickness and nonindustrial injuries in 1934 among the insured persons in 16 sick-benefit associations. The figures are restricted to groups in which there is a 7-day waiting
period but different benefit periods.4
Days per person
Males
Benefit period:
--------------------------------------13 weeks...........-----------------26 weeks.........--------------------------------------.............................------------------------------------------52 weeks -----------------------

2.59
3.07
3.91

Females
4.71
5.16
6. 49
49W

NOTE.-The long waiting period (7 days) explains the fact that these figures are lower than those cited
above or in preceding tables. The effect of the benefit period is, however, quite evident.

These comparisons need not be pressed too far. They are intended only to
illustrate the danger inherent in assuming that changing sickness rates reflect
changes in the occurrence of sickness when they apply to years of changing benefit
periods. The difference between a recorded and a true sickness rate should again
be emphasized and caution urged upon those who have been interpreting the
recorded rates of German sickness-insurance experience without reference to the
benefit periods. Otherwise, it is just as grievous an error to say that all of the
increases in recorded sickness rates are to be ascribed to malingering as to say
that "among the insured under practically every system the records show a constant increase of morbidity."'
It is not intended to deny that increasingly liberal cash benefits during sickness
and a rising level of unemployment- have contributed to increase the frequency
and duration of recorded sickness. There is no question that this is true. Indeed, there appears to be no doubt that as unemployment increases, the incidence
of disabling cases declines among insured persons. Inasmuch as this "voluntary"
decline occurs principally among mild and short-term ("bagatelle") illnesses, the
average recorded duration of illnesses increases. (See tables 7, 8 and 9.)' But
to argue or imply, as has been frequently done, that an increase in the recorded
cases of sickness indicates an actual increase in sickness and is therefore an
indictment of insurance is absurd. Such argument ignores the real nature of the
insurance statistics, the changes which have occurred in the population and in
the benefits furnished by insurance, and the enormous incidence of sickness and
disability which goes 'unrecognized or unattended among populations who must
4

Brundage. Dean K.: Disabling Illness Among Industrial Employees in 1984 as Compared With Earlier Years. U. S. Public Health Reports, November 1, 1935, 1, No. 44, pp.

1527-1539.
* Sickness Insurance Catechism. Chicago American Medical Association, 1984, p. 8. *
SThe official summary on this point (Dle Krankenversicherung, 1932, Statistik des
Deutschen Relehs, p. 20) is pertinent: "Je grosser der Antell der Arbeitslosen an der
Gesamtzahl der Versicherten ist, desto niedriger let demnach im allgemeinen die Zahl der
Krankheitsfallle."
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the most imcount the-cost of each individual medical service. Indeed, one ofrecognition
of
portant objectives of an insurance scheme must be the increased
illness and the increased provision of medical attendance. Except for malingerwhich is
ing, exaggeration, and fraud, substantial increase in the medical service
so dong as the
furnished should be interpreted in favor of an insurance program, adequate
care.
volume of service remains (as it still does) far below the level of

Senator HiLL. I must apologize, because I have got to get to another
Committee that is meeting on a bill I introduced.
Doctor, I am awfully sorry I will not be able to stay, but I assure
you I will take much pleasure in reading in the record of your statement.

I am awfully sorry, but I have got a committee on a bill which 1
introduced, which I must attend.
Dr. UNFUG. I know you are busy. Thank you.
Senator DONNELL. Doctor, will you have a seat, sir.
Dr. Unfug has just handed to me a letter dated May 20, 1946, over

the signatures of the president and the secretary-treasurer of the Conference of Presidents and Other Officers of State Medical Associations,
which is a letter of introduction, and-a certification of the authority,
and requests him to represent the executive committee of the Conference of Presidents and Other Officers of State Medical Associations,
before this committee in conection with our consideration of S. 1606,

and to'plesent the view of the executive committee either orally or in
writing or both.

With your permission, Dr. Unfug, we will have this letter copied
into the record, Doctor, and the letter itself will be returned to you.

(The letter referred to is as follows:)

CONFERENCE OF PRESIDENTS AND

OTHER OFFICER OF STATE MmDICAL AssocIAToNS,
537 Republic Building, Denver 2, Colo., May SO, 1946.

Hon. JAMEs E. MURRAY,

n, Committee on EducatioWi and Ltabor,
CaGiiri~
United States Senate,
Washington, D. C.
DmB SENATOR: This letter is to introduce to you George A. Unfug, M. D., of
Pueblo, Colo., a member of the executive' committee of the Conference of Presidents and Other Officers of State Medical Associations. Dr. Unfug is also
president of the Colorado State Medical Society.
Dr. Unfug is authorized and requested to represent the executive committee
of the Conference of Presidents and Other Officers of State Medical Associations
before your Committee in connection with your consideration of 8. 1606, and
to present the views of this executive committee either orally or in writing, or
both.
Respectfully yours,
A. S. BBUNK, President.
HvABVy T. SETHMAN,
Secretary-Treasurer.

Senator DONNELL. Doctor, will you please state your name and

place of residence
STATEMENT OF DR. GEORGE A. UNFUG, PRESIDENT, COLORADO
STATE MEDICAL SOCIETY
Dr. UNirO. George A. Unfug, Pueblo, Colo.
Senator DONNELL You are a practicing physician
Dr. UNFUG. Yes, sir.
85907-6--pt. 4--18
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Senator DONNELL. Will you tell us what your background educa-

tionally and in the practice of your profession is ?
Dr. UNFUG. I am a graduate of the University of Colorado Medical

School in 1926.
After a year's internship I practiced in general practice for 4%
years. Then took a year's postgraduate traning in radiology.
Senator DONNELL. Where did you take that?
Dr. UNFUG. Denver.

Senator DONNEL. In Denver. Yes, sir.
Dr. UNFUG. Since that time for about 14 years Ilhave now been in

the practice of radiology in private practice.
Senator DONNELL. In Pueblo?
Dr. UNkUG. In Pueblo.

Senator DONNELL. Yes, sir.
Dr. UNFUG. All of my practice has been in the city of Pueblo.
Senator DONNELL. Doctor, are you a member of the medical society
of your State?
Dr. UNFUG. Yes, sir.
Senator DONNELL. Do you have an organization plan under which
the county societies elect delegates to some type of organization similar to or perhaps identical with what has been termed the house of
delegates of the State organization?
Dr. UNFUG. We do have.
Senator DONNELL. Yes, sir.
Dr. UNFUG. We have a house of delegates of the State association
which consists of representatives elected by the component societies
in the State..
Senator DONNELL. Yes, sir.

Have you served in any capacity in connection with your State
society ?
Dr. UNFUG. I was a delegate for many years, and am now president
of the State society.
Senator DONNELL. Yes, sir.
Will you tell us, Doctor, please, Ohat is the Conference of Presidents
and Other Officers of State Medical Associations?
Dr. UNFUG. It was merely a study group who met, as you might
call it, consisting of the presidents, presidents-elect,. the secretaries,
executive secretaries, and editors of the various State or regional
journals.
Senator DONNELL. How large an organization is the conference?
Dr. UNFUG. Well, it varies. We have in our bylaws that once a member always a member. It is a new organization organized about a year
ago.

Senator

DONNELL. Yes,

sir.

Dr. UNFUG. And we have only had one conference.
Senator DONNELL. That was the conference held in Chicago on De-

cember 2, 1945 ?
Dr. UNFUG. That is right.
Senator DONNELL. I observe from a booklet which I have before me
that you are listed as being one of the members of the executive committee which consists of 10 members; is that correct
Dr. UNFUG. That is true.

NATIONAL HEALTH PROGRAM

2175

Senator DONNELL. Yes, sir. I observe also that the membership on

that committee is from various States-Mississippi, Illinois, Connecticut, Ohio, New York, Colorado, Iowa, Oklahoma, West Virginia.
How widespread an organization is the Conference of Presidents?

Dr. UNFrm. At our one conference we had 41 State societies and the

District of Columbia represented, and I believe there were 208 present.
I have got that listed here.
Senator DONNELL. Did this meeting at Chicago adopt any resolu-

tions with respect to S. 1606 or the subject of compulsory health insurance?
Dr. UNFUG. They have a resolution regarding legislation beneficial

to the public, which I have in my prepared statement.

Senator DONNELL. You have that in your prepared statement ?
*
Dr. UNFUG. Yes.
Senator DONNELL. All right.

Will you proceed, Doctor, with your statement, as you might deem
proper?
Dr. UNFUG. I appear before you as a representative of the executive

committee of the Conference of Presidents and Other Officers of State
Medical Associations.
Senator DONNELL. Pardon me, Doctor. Here is one document I did
not notice. You did not tell us you were president of this organization.
Dr. UNFUG. I am president of'the Colorado State Medical Society.
Senator DONNELL. The Colorado State Medical Society?
Dr. UNFUG. Yes.
Senator DONNELL. And you delivered a presidential address at

Pueblo, September 20, 1945
Dr. UNFUG. That is true.
Senator DONNELL. As president of the Colorado State Medical So-

ciety?
Dr. UNFUG. Yes, sir.
Senator DONNELL. How long were you president, Doctor ?

Dr. UNFUG. My term expires in September. We are elected for 1
year.
Senator DONNELL. You are now the president of that society?
Dr. UNFUo. Yes.

Senator DONNELL. And by virtue of that you are eligible for mem-

bership in the Conference of Presidents
Dr. UNFUG. Yes.

Senator DONNELL. Thank you, Doctor. Now you may proceed.
Dr. UNFUG. It was not the intent of this organization to have witnesses appear for the hearings on S. 1606, .because we would much

prefer that individual physicians express their views before this committee so that the members of the committee could learn the attitude
of the physician in practice, the physician who will have to furnish
the services provided for in. S. 1606 should it become law.
I have no doubt that the physicians. who have testified have presented this attitude, but there has been so much adverse propaganda
regarding some of our national medical organizations that I fear the
members of this Senate committee might forget that these witnesses
speak for the physicians of the United States and not some inani-.
mate body or building in Chicago. Since individuals were denied
this opportunity, our organization asked for and was granted the
privilege of appearing.
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I might insert there that until yesterday I did not know any State
society had been invited to appear or were permitted to appear.
As the name implies, we represent the presidents and other officers
of State medical associations. These persons are in contact daily with
the other medical practitioners throughout the country, and I believe
are informed of the attitude of those practitioners.
ENDORSEMENT OF TITLE I

I shall confine my testimony to title II of S. 1606 because we as
physicians have endorsed in principle title I of the bill. I would
like to see title I presented as a separate bill,'for with minor changes
I believe it would coincide closely with the constructive programs
for medical care presented by several of our State medical associations
and the American Medical Association.
TITLE I

IS SOCTIALIED MEDICINE

I would also like to see title II of S. 1606 presented as a separate
bill so that its merits could be argued without the introduction of
confusing issues which really have no bearing on the question of
socialized medicine or compulsory sickness insurance. I shall use
the term "socialized medicine" in referring to title II because I
believe this bill does provide for socialized medicine, and I accept
President Truman's definition of the term as given in his message to
Congress on November 19, 1945, and I quote, "Socialized medicine
means that all doctors work as employees of government."
Under the provisions of title II, according to a witness testifying
before this committee in favor of the bill, 80 to 85 percent of the
population would be eligible for benefits under the bill and some of
the -remaining 15 to 20 percent "could be brought in by compact".
Where, may I ask, is the private practitioner of medicine to. get his
patients if he does not work for the Government, under such a comprehensive scheme
For the same reason, to say that physicians "will remain free to
accept or reject patients and to participate in the system full time,
part time, or not at all" is ridiculous and untrue.
In England, with only 40 to 45 percent of the population covered,
the vast majority 'of physicians, especially in smaler communities,
must participate in the scheme in order to make a living.

I would like to digress at this point to state that a majority of the
physicians of this country woul gladly participate in this sicknessinsurance program if it would achieve the stated objectives of the
proponents of the measure. We want good medical care made available to all people of this country. Remember, I said "good" medical
care. This bill will not achieve that objective. That is the main reason
your chairman has had so many physicians requesting the opportunity
to appear in opposition to the bill. No one is better qualified to judge
the quality of medical care than the physicians who furnish that care.
HIGH HEALTH STANDARDS IN

THE UNITED STATES

Physicians are interested in the health of the citizens of this country, and proud of the part they have played in making this one of the
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healthiest nations, if not the healthiest, in the world. I believe that
when comparisons are made between our country and countries with
similar population groups, using the same methods of computing statistics, we will stand at the top of the list in regard to health. This has
been denied by proponents of the bill, but I ask that you study carefully
any vital statistics they have given you to see whether or not they are
computed on the same basis for all countries before coming to any conclusion regarding comparisons between our country and others.
I hope that you will also demand the names, populations, and classes
of the population included in their vital statistics of the countries
which the proponents claim excel us in health records. I have yet to
see these countries listed by name in any speeches or published articles.
Even proponents of socialized medicine admit that our citizens receive the highest quality of medical care. I quote from an address
made by Mr. A. J. Altmeyer, Chairman of the Social Security Board,
in Chicago, December 2,1945:
I believe also that the standards of good medical practice and of good hospital
care in this country are probably second to none in the world today. The medical profession and hospital administrators have a right to be proud of the great

progress these standards represent.

Why, then, do physicians have to fight continually for the preservation of the system of medical practice that has produced this high
quality of medical care?
Proponents of socialized medicine say we are selfish and at the same
time admit that the medical profession donates free service that
amounts to millions of dollars annually.
I might add that estimates of free service rendered by physicians
does not include the charitable services performed daily by the.majority of physicians in their individual offices; and I am not referring
to the poor credit accounts-I mean the cases that never get into the
ledger.
If the proponents do not openly accuse us of selfishness, they do
so by inference. You have undoubtedly heard it said that we should
not oppose this legislation because we have the choice of participating
or not. I have shown you the fallacy of that statement. The attitude
of the true sponsors of this legislation is revealed by the Chairman of
the Social Security Board when he testified before this committee. He
replied to a question by a member of this committee in reference to
physicians who refused to participate, "Yes, if they"-some physicians--went on a strike against the patients, the patients could not
select them."
Does this not imply that the present Chairman of the Social Security
Board intends to force the physicians of this country to participate
in the scheme I call your attention to the fact that the bill states
that the Surgeon Gbneral will prescribe such rules after consultation
with the Social Security-Board.
QUALITY WOULD DETERIORATE

I am frank to admit that the practice of medicine is highly individualistic, and as individuals we may be as selfish as members of any
other group, but I deny that our main reason for opposition is based
on selfishness. We are opposed to socialized medicine because it leads
to an inferior type of medical care, and it is very expensive. Anyone
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who wishes to be fair at all will admit that the medical profession
of the United States has always supported measures, and initiated most
of them, that will improve the quality of medical care and elevate the
standard of public health.
As a few examples, I cite the classification of medical schools, the
inspection and approval of hospitals, the certification of specialists
by the various specialty boards and the organization of the National
Board of Medical Examiners. These are measures which were initiated
and have been continued by the United States medical profession
without outside support of any kind.
Other measures which were started either by or in cooperation with
medical men and which would soon vanish should the medical profession drop its support, are the various State boards of medical examiners and most public-health measures.
Most modern health-promoting organizations originated in this
country under our free system of medical practice. I list a few: The
National Tuberculosis Association; the American Heart Association;
the American Cancer Society, the National Safety Council, and numerous other organizations having to do with diabetes, epilepsy, mental hygiene, arthritis, et cetera.
Another proponent of the measure has stated that this would give
the young man just out of medical school an opportunity to make a
decent living. I do not know about that, but I do know that it would
place him on the same basis as the general practitioner who has been
in practice 20 or 25 years.
It is the same in medicine as in most professions, experience is a
great teacher; and, in general, the practitioner with years of experience
deserves the greater financial return.
In addition, under-this bill the competent or skilled practitioner
would be lowered to the level of the incompetent or unskilled. All
are equal under the bill.
The only differentiation it makes is between general practitioners
and specialists. Among the individuals of each of these classifications
there is a wide variation in competence or ability. In any noncom-

petitive system such as S. 1606 would create, it is a foregone conclusion
that the quality of medical care would sink to the level of the type
practiced by the less competent practitioner. Physicians are human,
after all, and where there is no incentive, human beings do not progress.
Should this bill pass, our medical schools would have great difficulty securing students of the caliber that make good physicians, if
the attitude of students with whom I have talked is any criterion.
The cold facts indicate that most students enter the medical profession
because they want to be their own bosses. This is impossible under
S. 1606.

Some have stated to me that they will quit medical school if S. 1606
becomes law. To me this is one of the greatest dangers inherent in
the bill. If there' is no incentive to the student entering medicine;
if he knows he will be on the same basis after 20 or 30 years of practice
as he will be the first year after he completes his training, what
type of student will be attracted into medicine? The answer is obvious. The good student will look elsewhere, to fields where initiative,
hard work, and ambition are rewarded. Even the proponents stress
the shortage of physicians; can we hope for improvement under this
bill ?
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I would like to insert here a personal criticism of the bill prompted
by my interest in my own field of radiology or X-ray diagnosis and
therapy. For the sake of emphasis and brevity, and because it expresses my personal views, I shall quote from a letter addressed to
the chairman of this committee by Mr. Mac F. Cahal, executive secretary of the American College of Radiology:
This bill offers peculiar significance to the medical specialty of radiology.
Paragraph G of section 214 of the bill is vague and somewhat ambiguous as to
exactly how and by whom X-ray services shall be rendered beneficiaries of
the act.
Apparently, the bill would provide adequate benefits for X-ray diagnosis and
therapy to be rendered by specialists in this field in the case of ambulatory
patients. On the other hand, in the case of hospitalized patients, it appears
that the cost of these special medical .procedures must be borne by hospitals
from the per diem they receive for hospitalization.
Obviously, there would be a tendency to adulterate the quality and the quantity of radiological services rendered hospitalized patients, if hospitals were
compelled to absorb these, costs from the per diem allowance for hospital care.
It should be pointed out, too, that the practice of X-ray diagnosis and therapy
is a medical procedure and the wisdom of paying hospital corporations to furnish
these services is open to question.
The interests of beneficiaries under the act would be much better served if
services rendered by radiologists in hospitals were treated exactly as other
medical services and paid for separately on a fee basis.
S. 1606 WOULD NOT IMPROVE DISTRIBUTION

I note that there have been few physicians testify in favor of title
II of this bill. This in itself is significant, but more significant is the
fact that few physicians supporting this legislation are from rural
areas, they are from the large metropolitan centers, yet the poor health
conditions in rural areas are frequently used by them as an argument
in favor of socialized medicine. Few of them are even in active
practice.
I wonder if any of these witnesses would be willing to move to
these rural areas and practice under the conditions imposed on phy-

sicians by title II.

I believe it would be much more helpful to this

committee to have the opinions of physicians from these rural areas.
Proponents of title II harp on the poor distribution of medical
care and intimate that socialized medicine as embodied in S. 1606 will
correct this weakness in our present system.

There is no provision in

S. 1606 which will bring this about.
The hospital-construction bill, S. 191, will do more to correct the
faults in distribution of medical care than anything yet suggested by
our Government.

A guaranteed income is not the primary objective

of the good physician as many of the proponents of socialized medicine would have you believe. I have the privilege of servingas president of the Colorado State Board of Medical Examiners. In such a
position I have been able to observe the trends as to locations chosen

by physicians starting in practice in our State. Since the war, the
number licensed has increased tremendously in Colorado. A very
small minority have located in the smaller communities of Colorado
in spite of the fact that there are many such towns that offer much
better and more immediate financial returns than can be hoped for in
our larger cities. I have figures with me that will bear this out, but
I do not want to burden you with statistics unless it is your desire to
hear them.
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No; the well-educated physician is seeking more than money; he
is looking for the place that has the facilities that will enable him to
render the best service to his patients and derive that satisfaction that
comes from service well done and for which no monetary considerations can compensate.
He is also looking for the community that will offer good educational and cultural advantages for his family.
The problem of medical care distribution is not unique. There is
a general movement of the population from rural to urban centers.
Solve the general problem and, with the help of S. 191, you will have
solved the medical problem as far as distribution is concerned.
Many statistics have been quoted to impress you with the poor state
of health of our Nation. Those *who have used these are either
ignorant of the facts or are dishonest in drawing the conclusions they
do from the figures quoted. I know the fallacy of the conclusions
drawn from the selective-service rejections has been brought to your
attention. They need not be repeated.
Without having many specific figures available, I still want to draw
your attention to the obvious fallacy in the conclusions drawn from
absenteeism due to illness.
In the first place, two witnesses before this committee, testifying
in favor of the bill, used figures, both supposed to be authentic, that
vary greatly. One witness testified that there was a loss of 600,000,000
man-days annually due to illness and accidents. Another witness gave
this figure as 500,000,000.
How can you place any confidence in any of these figures prepared
by Government employees when there is as much variation as 20
percent? A difference of 100,000,000 man-days is not insignificant.
In addition, I would like to point out, these figures represent a war
year, when most of our young, healthy individuals were in the armed
forces and when those at home were probably working longer and
harder than in a normal year.
These -two witnesses do agree on a figure of "somewhere around
7,000,000" as a number of reasons too ill or otherwise incapacitated to
work on any one day.
They do not tell you how many of these are confined in mental institutions, most of which are now under Government control.
Apparently this figure also includes the mental defectives, the aged
and infirm confined in institutions. More important, I would like
to know how many of this 7,000,000 are absent because of the common
cold.
I do not have the figure-I do have a few figures at present-but
the witnesses I have quoted should have had it available to them. I
am certain a large percentage of the 7,000,000 can be accounted for by
the common cold.
Would any of the sponsors of the bill be so bold as to state that
colds could be reduced by having physicians work for the Government ? Perhaps they might advance the argument that everyone with
a cold would call a physician if this legislation were in effect.
I doubt that this would happen, but if it should, it does not take
an expert in economics to reahze that the cost to the taxpayer would
be prohibitive. All estimates of the costs of such a scheme must be
revised if this is the case.
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I quote from the testimony of another witness, a physician employed by the Government, a proponent of the scheme.

He says,

There is, for example, the cold, the most common of human ailments, and we
are utterly helpless in doing anything about it that is really effective.

The 500,000,000 of 600,000,000 figure includes accidents; There is
nothing in S. 1606 that would prevent accidents.
There is, therefore, no reason to believe that the working days lost
due to illness or accident would be changed by enacting this socialized
medical scheme. I believe other witnesses have given you figures to
prove that absenteeism due to illness and accidents increased rather
than decreased in countries operating under compulsory sickness
insurance.
We believe that voluntary plans can accomplish everything that can
be gained from a compulsory plan and still maintain the type of
medical practice that has produced the highest quality of medical
care in the world. We believe that by cooperative effort between
physicians and government, legislation can be enacted that will utilize
existing facilities of these voluntary plans and give the American
public a truly constructive program for the betterment of the Nation's
health.
RESOLUTION OF STATE MEDICAL SOCIETIE

I submit to you this resolution, which is the composite of the drafts
submitted by the committees of 11 State medical societies and con-

solidated as follows:

RESOLuTION RE HEALTH LEGISLATION BENEFICIAL TO THE PEOPLE

Whereas it is the earnest desire of the medical profession of this country to
provide better health care for the American people and improve health facilities
and standards; Therefore be it
Resolved, That the following principles for a health legislation program be
adopted:
1. Establishment in the President's Cabinet of a Secretary of Public Health
and Medical Welfare, who shall be selected from the ranks of actively practicing
physicians, and under whose jurisdiction every Federal bureau and office, whose
duties are related to health and medical welfare, shall be grouped.
2. Encouragement of medical and other scientific research and study for the
continuous improvement of medical care, by Government grants-in-atd.
8. Provide Federal or State loans, or guaranties of private loans, for the
expansion of hospital and educational facilities, the operation of same to be
entirely supervised, controlled, and carried on by those who own such facilities
and by the medical profession.
4. (a) Establish State-wide voluntary nonprofit health care programs, in every
State, based on the free choice of purveyors of health care; such programs shall
act as a service plan to all in-groups classified as within a special income level
as determined by the plan in each State or regional unit; as an indemnity plan
for those classified as above that income level by each State or regional unit; as
a service plan to the indigent and semi-indigent by contractual arrangement for
payment of charges from county, State, or Federal funds; as a service plan for
all other governmental categories eligible for health care; as a service plan for
all physicians' services to veterans of the armed forces for all illnesses or disabilities eligible under the law.
(b) Any further Federal or State programs for expansion of medical service
to be developed within the structure of the above-described program.
(c) National cooperation with the proposed plans of Maj. Gen. Paul R. Hawley
of the Veterans' Administration in the therapeutic administrations to veterans
for service-connected disabilities. Also for the development of veterans facilities
as teaching hospitals under the medical direction of civilian consultants in the
respective specialized medical departments.
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(4) All State-wide medical care programs on either a service or indemnity
care basis shall be incorporated under special State enabling acts or by already
existing state statutes relating to nonprofit producers' cooperatives. This will
provide for either a prepayment or a reimbursement contractual service.
(e) Group cooperation and reciprocity, on a national level, by all voluntary
State medical and hospital care (Blue Cross), programs, should be accomplished.
5. We suggest establishment in communities where feasible of a public information and educational service adequately financed, to advise all of the people
with respect to proven measures to prevent illness, hygienic and sanitary measures, and where to go to seek help when ill or injured.
6. The function of government, Federal and State, should be to encourage- and
assist, rather than to compete with, reputable voluntary health insurance plans.
Resolved, That every State medical society be invited to study, adopt, and
activate these principles on the State level, and that they be submitted to the
AMA council of medical service and public relations for immediate consideration
as a pattern for a national health program.

Upon motion, this resolution was adopted by unanimous vote of the
Conference of Presidents and Other Officers of State Medical Asso-

ciations in Chicago, December 2, 1945. At this conference there were
present 208 persons, representing 41 States and the District of
Cohimbia.
In Colorado, we have had our Colorado Hospital Service, or Blue
Cross, in operation for several years. It now covers approximately
35 percent of the population of the State.

Much has been said regard-

ing the rural population in regard to medical care.
In Colorado, these groups have been organized in several counties
on a county-wide basis, most of them in recent months. It has been
our experience that 25 to 30 percent of the entire rural population of
a county can be enrolled within 2 weeks after the organization machinery in a county is completed.
We also have a medical service plan in operation, known as Colorado
Medical Service. It began operation in May 1942 and was confined
to the city of Denver.
At the annual meeting of the Colorado State Medical Society in
September 1945, it was voted to operate Colorado Medical Service on
a State-wide basis.
In spite of the fact that little was done until about 1 month ago as
far as the State was concerned, Colorado Medical Service on May 11,
1945, had 125.000 subscribers, or approximately 12 percent of the total
population of the State. Approximately 25 percent of 'the population
of Denver subscribes to Colorado Medical Service. About 5,000 new
subscribers are added each month.
No attempt was made until 1 month ago to secure participating
physicians throughout the State, and only one letter has been sent out.
Almost no personal solicitation has been made. In spite of this, over
800 out of about 1,300 eligible physicians have agreed to participate.
I believe these figures prove that the public desires a voluntary
method of budgeting their medical expenses. It is my own opinion
that the Government could serve the public best by encouraging these
voluntary systems rather than attempting to regiment the public and
the physicians. These plans are flexible; they can be utilized to include various groups.
At the present time we are negotiating with the Veterans' Administration so that the veteran may be cared for at home by a physician
of his own choice.
I have conferred with our local county commissioners relative to
the care, through our Colorado Medical Service, of the indigent and
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the beneficiaries of old-age pensions. They were very enthusiastic,
and at a meeting of the Association of County Commissioners and
Clerks of the Fourth Commissioner's District held August 29, 1945,
they presented the following resolution which was adopted unanimously.
That whereas the Wagner-Dingell bill and various other bills have been offered
in the National Congress which might lead to an absolute socialization of
medicine;
And in view of the fact that medical care of ,pensioners and general relief
cases has been suggested on a prepaid medical care plan;
We do therefore urge the Colorado State Medical Society to make a thorough
investigation of the possibility of such a plan, with the view of putting it into

operation if such a plan be practical. We, therefore, express a general approval
of such a plan and offer our full cooperation to our local and State medical

societies in any investigation necessary to determine the usefulness of such a
plan.

This commissioners' district comprises 14 counties in southeastern
Colorado, and includes two of the three most populous counties in the
State.
The majoi difficulty in putting such a plan into operation is that
the Federal Government prohibits any deduction from benefits paid
old-age pensioners.
In conclusion, I want to express to your committee the appreciation
of the executive committee of the Conference of Presidents and Other
Officers of State Medical Associations for the opportunity of presenting our views.

I want to stress again that you will find us cooperative in any program that will improve the quality and distribution of medical care
in the United States.
You have had many figures and statistics presented to you in these
hearings. It was Mr. LaGuardia who said, with reference to the feeding of the hungry peoples of the world, "Ticker tape ain't spaghetti."
By the same token, statistics will not improve the quality or distribution of medical care.
The British Medical Association, after 35 years' experience with a
limited form of compulsory sickness insurance, has decided that it
does not desire a more comprehensive scheme such as proposed in
England at present, and has even threatened to boycott such a scheme
if it becomes law. This should be warning enough, for no argument
can equal experience.
I have had little contact with full-time teachers in the larger medical
schools, but I believe I have had considerable contact with physicians
in active practice. I can truthfully say that I have never encountered
a physician who favors compulsory health insurance.
I hope you will give some thought to the resolution passed at our
conference in Chicago last December. I have had little time to study
the bill introduced recently by Senator Taft, S. 2143, cited as the National Health Act of 1946, but from a superficial review of the bill,
it is my personal opinion that this bill fulfills most of the objectives
outlined in that resolution.
Senator DONNELL. Doctor, you state that you have never encountered
a physician who favored compulsory health insurance.
Have you discussed this topic with a great many physicians?
Dr. UNFUG. Yes, sir. Many. It has been my job in the past 9 months

to study this situation.

I
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Senator DONNELL. Yes sir.

Has the Colorado Medical Society expressed itself officially with

respect to S. 1606 ?
Dr. UNFUG. We have not had a meeting since this bill was intro-

duced.

Senator DoNNE.LL I see.

Doctor, among the physicians to whom you have talked, on the
subject of compulsory health insurance and from whom you have derived the statement that you have never encountered a physician who
favors compulsory insurance, would you tell us, please, whether you
have talked to a good many Colorado physicians on that subject?
Dr. UNFUG. Yes, sir.

I have visited many of our county societies. Preceding my trip to
Washington I visited five different county societies in a week.

Senator DONNELL. Did you obtain an expression of opinion in those

societies?

Dr. UNFUG. Yes, sir; I have.
Senator DONNELL. An official expression, or just the result of con-

versations?
Dr. UNFUG. Just the result of conversation and discussion during
the meeting.
Senator DONNELL. Would you state, please for the record what the

general consensus of opinion was that you there discovered in those
societies?
Dr. UNFTG. It has been my observation that the doctors in these

various county societies are unanimously opposed to any form of
compulsory sickness insurance.
Senator DONNELL. Now, Doctor, you refer at page 6 of your testimoney, to the matter of X-ray diagnosis and therapy.
I call your attention to the provisions at page 68 of the bill, which
defines "hospitalization benefit" to mean an amount as determined
by the Surgeon General after consultation with the Advisory Council
of--

not less than $3 and not more than $7 for each day of hospitalization, not in
excess of 30 days, which an individual has had in a period of hospitalization;
and not less than $1.50 and not more than $4.50 for each day of hospitalization
in excess of 30 in a period of hospitalization; and not less than $1.50 and not
more than $3.50 for each day of care in an institution for the care of the
chronic sick.

Doctor, in your opinion would those figures be adequate to cover
the actual cost of hospitalization, including X-ray treatments and
X-ray examinations?
Dr. UNFUG. I do not believe that they would be sufficient to include

any form of X-ray service.

Senator DONNELL. Yes, sir.

Now, Doctor, you mention also the certification of specialists by
the various specialty boards.
I take it that is one of the instances.of improvement in the quality
of medical care, and the elevation of standards of public health in
which you deem it trie that the medical profession has interested
itself; is that right?
Dr. UNFUG. Yes, sir.
Senator DONNELL. Would you tell us, please, what these specialty

boards are, and what it is to which they certify.
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Dr. UFU. If I may cite from my personal knowledge, since I
am a radiologist: This is typical of all the specialty boards, I believe.
In order to protect the public and prevent the man who might go
out and buy an X-ray machine and call himself a specialist from
doing just that, a specialty board known as the American Board of
Radlology was created by the radiologists themselves and they hold
examinations.
They specify rules as to qualifications before you can be admitted
to the examination. You have to fulfill a certain amount of postgraduate training and other requirements before you are even admitted
to the examination.
Then you take the examination, and receive your certificate, if
successful, certifying you as a specialist in radiology.
Senator DONNELL. Doctor, there are quite a number of different

branches of specialties, are there not
Dr. UNFUG. Yes.
Senator DONNEL. Eye, ear, nose, throat, radiology.' Approximately
how many would you be able to estimate there are of the specialty

branches?
Dr. UNFUG. This is merely a personal estimate, but I would estimate

there is about 15 different specialty boards.

Senator DONNELL. About 15 specialty boards.

Dr. Urruo. At the present time.
Senator DONNELL. Those boards consist of men who are, in the

general opinion of the profession,.qualified to pass respectively upon
the qualifications of specialists in their own particular branch covered
by those boards; is that right?
Dr. UNFUG. Yes, sir.

anat is true.

TOO MUCH AUTHORITY TO SURGEON GENERAL

Senator DONNELL. And the bill itself provides at pages 45 and
46 thatthe practitioners from among those included in subsection (a) of this section
who shall be qualified as specialists or consultants and entitled to the special
rates of compensation provided for speelalists or consultants shall be those so
designated by the Surgeon General.

In your judgment, Doctor, is it reasonably practicable that one individual, even though he be the Surgeon General of the United States,
would be qualified to pass upon the technical requirements and what is
necessary to insure that a man meets one of these 15 specialties, we
will say, is qualified to act as such ?
Dr. UNFUG. I do not. I do not think any one man can judge as to
the qualifications of a man in another specialty as to whether he can
pass certain requirements, and so on.
Senator DONNELL. Certainly, it would be very difficult for one man
to be able to pass competently upon whether or not a man measures
up to eye qualification, nose qualifications, ear qualifications, throat
qualifications, radiology qualifications, to each of the 10 or thereabouts
additional specialities, would it not I
Dr. UNFUG. That is true.

Senator DONELL I note also that this designation by the Surgeon
General is, however to be in accordance with general standards previously prescribed by him after consultation with the Advisory Council.
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Now, I call your attention to the fact that the membership of the
Advisory Council, as you doubtless recall, under the act, at page 42,
includes not only medical and other professional representatives butpublic representatives, in such proportions as are likely to provide fair representation to the principal interested groups that furnish and receive personal
health services.

I will ask you to state, without any criticism of the idea of the
Advisory Council including various branches of activity, labor or
other branches, ask you to state whether, in your judgment, it will
materially assist the Surgeon General in determining Dr. John Jones'
qualifications as a specialist to have the advice of a board or council
which may or may not include even a majority of medical men?
Would that be of great assistance ?
Dr. UNFUG. I do not think so, and I think that is one of the weaknesses in the bill, that the Advisory Couhcil is not made up entirely
of medical men, because if you will read the duties delegated to the
board, every one of the duties is a medical problem; and I do not
believe that it would.
Senator DONNELL. I do not know that I would concur.at this moment, at any rate, with that view that the Council should consist of
all medical men, but certainly, Doctor, it is true, is it not, that in order
for a council to be of assistance to the Surgeon General in prescribing standards to him on which he should determine whether or ,not
a given group of persons is qualified to serve as specialists in the eye,
ear, nose, and throat treatments, it'is not apt to be very helpful if the
Council consists of laymen in all branches of activity who are not
technically informed as to the requirements of that particular
specialty.
I am correct in that,. am I not?
Dr. UNFUG. That is very'true.
Senator DONNELL. Yes, sir.

Dr. UNFUG. I do not mean'to be critical, either, Senator, but I do
think that lay people should be represented, but the duties as outlined
there are purely medical.
Senator DONNELL. I beg your pardon, Doctor?

Dr. UNFUG. I say, I am not critical either. I do think lay representatives should be represented some place in this set-up.
Senator DONNELL. Yes.
Dr. UNFUG. But under the existing bill, and that is what we are

discussing, the duties outlined relative to the Council are entirely
medical.
Senator DONNELL. And I take it, also, Doctor, that you would concur in the view that it is not of great assistance to the Surgeon General
in enabling him to perform his duties under subdivision (c) of section
205 in determining who shall be designated as qualified to furnish
specialist or consultant services that he shall have been advised by a
council which consists in considerable part of persons not necessarily
doctors at all?
That would not be very helpful to him?
Dr. UNFUG. No. I cannot see where it would be helpful.

Senator DONNELL. Yes, sir.

Doctor, on page 47 of, the bill, referring to the lists of persons
who will be given to the general public, from whom they may choose
doctors under this panel, it states that:
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Such lists of names shall include general or family practitioners and qualified
specialists and consultants, respectively, and with respect to qualified specialists
and consultants the class or classes of specialist or consultant services for which
each has been qualified.

Do you think, Doctor, that that provision is as adequate a safeguard to the public as our present system of specialists boards which
now prevails in advising the public as to who is or is not qualified

to act?
Dr. UNFUG. I do not. I do not think any one is as well qualified

to judge as one practicing that specialty.
Senator DONNELL. Yes, sir. I do not want to be unfair in regard
to this list. I take it that the list is made up of persons under the bill
S. 1606 who shall have received the approval of the Surgeon General.
But you have already discussed that, namely, the fact that the
Surgeon General, aided by this Advisory Council, may have designated certain persons as qualified does not, as I understand it, in your
judgment, afford as adequate protection to the public as a system
under which a specialty board consisting of specialists in those lines
pass upon the qualifications.
I am correct am I not, in that assumption ?
Dr. UNFUG. Yes, sir.
Senator DONNELL. Doctor, is there anything further that has

occurred to you this morning that you desire to supplement your
testimony with
Dr. UNFUG. Senator, early in the testimony I know there was much

said about public opinion polls.
Sanator DONNELL. Yes, sir.
Dr. UNFUG. What they revealed.

I would like to add to the record a Gallup poll which appeared in
the Pueblo Star-Journal and Chieftain, May 19, 1946, the heading of
which is: "Controversy over health insurance has not stirred public
to take either side."
It is rather long, and I do not care to read it, unless you want it.
I will be glad to submit it for the record.
Senator DONNELL. Will you submit it for the record, please, and it

may be set forth in the record.
(The article referred to is as follows:)

[Pueblo Star-Journal, May 19, 1946]
CONTROVERSY OVER HEALTiz INSURANCE HAS NOT STIRRED PUBLIC To-TAKE EITHEB

SIDE
AVERAGE MAN LIKE IDEA OF MEDICAL INSUILNCE, BUT IS
WHO SHOULD ADMINISTER PROGRAM

NOT DEFINITE ON WHO

(By George Gallup, Director, American Institute of Public Opinion)
PRNCETON, N. J., May 18'.-Although the. question of public health insurance

has been the subject of bitter controversy among medical groups and in Congress,

the public's opinion as to how the program should be carried out has not crystal-

lized very definitely as yet.

The great majority of people, a poll just completed by the institute shows,
think the idea of having insurance to take care of doctor, dental, and hospital

bills is a good one.

But the public does not seem to have made up its mind as

to how to pay for doctor, dental, and hospital expenses under such a plan.
Some suggest private, voluntary programs, others some kind of Government
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program, such as is proposed in the Wagner-Murray-Dingell bill, while still
others prefer private or community charity.
The poll likewise brings out these facts about public attitudes concerning the
health program:
1. The general public has not yet become familiar with the Wagner-MurrayDingell medical sururance bill. Fewer than 4 in every 10 persons polled said
they' had heard or read about it. As discussion about the bill continues, presumably this situation will change.
2. The typical American family estimates that it spent about $50 last year
to cover all doctor, dental, and hospital bills.
3. The majority say they would not be willing to pay any more for medical
insurance than they now pay in doctor and hospital bills, and about half say they
would not be willing to pay as much. -The median average of what people at
time say they would be willing to pay for a health insurance program, including
doctor, dental, and hospital is $30 a year.
4. Opinion is almost evenly divided on whether people would get better medical care than they are now getting if the Government took over the job of administering a health insurance program.
One indication of the generally uncrystallized public opinion on the issue of
health insurance can be seen from replies to the question:
"What do you think should be done, if anything, to provide for the payment
of doctor, dental, and hospital bills for people in this country?"
The replies show a wide variety of ideas. A total of 17 percent suggest voluntary health insurance programs, such as the Blue Cross hospitalization plan;
another group comprising 12 percent, propose medical insurance under social
security; a third group of about equal size (11 percent) suggest special grants
for hospitals and clinics to care for the needy. Another group of 6 percent propose private or community charity, and 12 percent give miscellaneous suggestions. Of the remainder, 16 percent say they don't know what should be done,
and 26 percent do not think anything should be done.
Other questions put to voters in the poll follow:
"Have you heard or read about the Wagner-Murray-Dingell health insurance
bill which would require weekly pay deductions from every worker and employer
for medical, dental, and hospital insurance?"erc
Percent
------------------

Yes---------------------------------------

87

6
---------------------------------------No-- ---------People with a college education are the best informed---66 percent said they
have heard of the bill.
P
4
------------------------College --------5
-----------------------------High school --------74
26
Grammar or no school---------------------------------"Just making a guess, about how much did you pay for doctor, hospital, and
ere
dental bills during the past year?"
Percent
Nothing -------------------------------------

$25 -----------------Under $50---------------------$25Under

-----

---

-----

$5
00------------------------------------------------------------------------$50-$100
----Over $100---------------------------------------Don't know-----------------------------------------

1
116

Median average, $50.
"How much would you be willing to pay a year for you and your dependents
to join a health insurance plan which would pay all doctor, hospital, and dental
bills?"
-----------------------Nothing ---------Under $25 ..------------------------------------$25 to $50 -..------------------------------------------$54-$100---------------------------------------------------

-------------------Over $100-----------------------------------------------------------Don't know------Median average, $30.

9

3
15
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"If the Government handled a health insurance program do you think you
would get better medical .care or not as good medical care as you are now
getting?"
Perc
------Better-----------------------------------------------------------------------Same ------------.-Not as good--------------------------------------------------------- --No opinion-.-------

32
23
35
10

Senator DONNELL. Doctor, would you cast your eye over it.
I have another from the Washington Post of May 19, which I
presume is probably the same, and I will ask you to state whether
or not in what you are putting into the record there appears this
paragraph:
The general public has not yet become familiar with the Wagner-MurrayDingell medical insurance bill. Fewer than 4 in every 10 persons polled said
they had heard or read about it.

Is that not what you are putting in the record ?
Dr. UNFUG. Yes, sir.
Senator DONNELL. I think that has some bearing on determining
whether or not this bill is the outgrowth of great popular demand or
whether it arises from the views of gentlemen in Congress and official
departments in Washington.

That quoted sentence is in what you are putting in the record
Dr. UNFUG. Yes, sir. That is the purpose for which I wanted to
introduce this.

The statement has been made that there is great

public demand.
Senator DONNELL. I referred to that as a quoted sentence.

In fact,

it is two sentences, a quoted paragraph, and that is in what you are
putting in the record .
Dr. UNFUG. Yes, sir.
Senator DONNELL. Can you spare that copy ?

Dr. UNFUG. Yes, sir.
Senator DONNELL. It will be returned, if you would like to have
it back.

Would you like to have it back 9
Dr. UNFUG. Yes, I would.

Senator DONNELL. Very well. It will be returned.
Is there anything further?
Dr. UNFUG. I have a personal letter addressed to a friend of mine
that I would like to read for the record.
Senator IDNNELL. From whom is the letter?
Dr. UNFUG. The letter is from Clifford L. Graves, whom I do not
know, but I do know the recipient of the letter.

It was written while both of these men were in England during
the war.

Senator DONNELL. Very well.
Dr. UNFUG. This is addressed to Dr. Kenneth D. A. Allen, and
starts off:
DEAR CowLoEL AuL : In further inquiries about the national health insurance
scheme in Great Britain, I have become aware of a certain inaccuracy, or rather
incompleteness, in the article I sent you several weells ago. I am correcting
this in the enclosed pages which have been extracted largely from Whitaker's
Almanac which is the British equivalent of our World Almanac.
The main deficiencies in the paper that I submitted to you are:
(1). The weekly contribution is not 1/7 as I stated but 2 shillings for men
and 1/7 for women. Cost is shared alike by employee and employer.
85907-46--pt. 4--19
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(2) The fund comprises both health insurance and pensions and the 2
shillings a week is so partitioned that the health insurance fund gets 11 pence
and the pensions fund 13 pence. This means in turn that the doctor's share of
10/6 a year represents approximately 23 percent of the health insurance yield,
and not 12% percent as I reported.
In point of fact, I think that the chief objection to the system is not its
financial pyramid, but rather the prostitution of medical practice. Dr.. Lurring
gave me another striking example of this when he cited his experience with
the inspectors.

I might state, Dr. Lurring is a practitioner of medicine in England
in one of the smaller communities.
Dr. Lurring gave me another striking example of this when he cited his
experience with the inspectors. These men are recruited from the medical
profession, one of the prerequisites being that the applicant must have engaged
in panel practice for 10 years before he can be made an inspector. The initial
salary for such an inspector is 750 pounds a year which slowly increases to
about 1,000 pounds. In other words, inspectors are men who are willing to
become medical policemen after 10 years of practice and on a salary that would
be acceptable only to & man who has made a dismal failure of private practice!
Dr. Lurring had a visit from one of these personages shortly after he entered
practice and the whole procedure was obviously engineered to intimidate young
men into a meek acceptance of financial restrictions. The charges that the
inspector made were based on a minute analysis of all the presriptions that
Dr. Lurring had written in the preceding 3 months, a total of some 4,000.
Although this was almost 10 years ago, Dr. Lurring vividly remembers the
humiliation of having to answer questions such as the following:
Why had he written for trinitron grains 1/100 when the national formula
dose is 1/130?
Why had he written for only 1 ounce of cod liver oil when it was cheaper
to put up a bottle of 8 ounces? (It turned out tifat this particular cod liver
oil was for instillation into the eye.)
Why the large quantities of cod liver oil with malt extract? It turned out
that the "large quantities" amounted to about a pound per month per patient.
Why had he prescribed several drugs for one patient? This turned out to be
a throat gargle and some aspirin.
Why had he written for antuitrin-S? This happened to be on the advice of the
consulting gynecologist.
And so on, ad nauseam.
OJdly enough, it is only the conscientious physician who is thus annoyed.
The one who underprescribes is never bothered at all. But just fancy the
ignominy of having to knuckle under to an inspector who combines ignorance
with arrogance. The prospect is enough to make every right-thinking medical
man shudder.

Then he merely says he will send this by courier.
Signed "Clifford L. Graves."
Senator DONNELL. The doctor to whom that is addressed is a

reputable physician, is he?
Dr. UNFUG. He was the chief consultant in radiology to General
Hawley in the European theater.
Senator DONNELL. I see.
And the doctor gave you this letter that you might use as you
deem proper; is that right?
Dr. UNFUG. Yes, sir.
Senator DONNELL. Is there anything further you have to offer,

Doctor?

.

Dr. UNFTU. I have a statement here from Dr. J. W. Amesse, of
Denver, who was requested by Senator Murray to make a statement in
writing, and I will present that for the record.
Senator DONNELL. Very well. That may be presented into the
record.
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(The statement referred to is as follows:)
COLORADO STATE MEDICAL SOCIETY,
Denver 2, Coto. May 24, 1946.
Hon. JAMES E. MURRAY,

Chairman, Committee on Education and Labor,
United States Senate, Washington, D. C.

DEAR SENATOR MURRAY AND MEMBERS or THE COMMITTEE: I have the honor as

a representative of the Colorado State Medical Society, to forward herewith for
your information and consideration a statement outlining our opposition to
certain features of Senate bill 1606. Although not an officer of the society, it
was felt that a diversified experience in medical practice, which covers a period
of 48 years, might qualify me for a hearing. After graduation at the University
of Michigan in 1898, I served for a year as surgeon for a mining company before
joining the United States Public Health Service, where I remained for 11 years
stationed in various parts of the world as a commisisoned officer. Resigning
in 1910, I entered the private practice of medicine in Denver, and with the
exception of 2 years in the Army during World War I, have been active in this
field to the present time.
In 1918, 1929, and 1938, I had unusual opportunities, during extensive tours of
Europe, to observe the operations of state-controlled medical practice. In 1929
I was provided with a general letter from our Senator (Mr. Phipps) to all European embassies and in 1938 I carried a personal letter from the Italian Ambassador at Washington to a member of Mussolini's Cabinet with the request that
I be given every courtesy in the national health department of Italy. My conclusions were wholly against the system of compulsory health insurance. Neither
the people nor the physicians were satisfied; the sick rates and the death rates
were not reduced.
Although unable to visit Denmark, we were reliably informed that this small
country was able to carry out a very satisfactory program of voluntary health
insurance to which the Government contributed. We were impressed with the
absence of preventive medicine in public health administration and especially
in Austria and Germany, the cumbersome machinery and excessive medical certification which required so many officials and employees that political control was
inevitable. Unnecessary demands were made upon physicians since the system
obviously lent itself to fraud and false representation. Malingering was rampant. It was clear, however, that the plan was accepted only because the economic position of the workers was so weak it forced submission.
The intrusion of a third party in the confidential relationship of doctor and
patient was everywhere resented and it was pointed out that an impersonal
basis, reaching almost to a mechanical stage, must inevitably destroy the quality
of medical service and in turn the fundamental principles of medical ethics.
After a fair appraisal of this radical departure from orthodox practice of
medicine, I felt that we in America can as well do without this Teutonic contribution to socialism as we have other German ideas and ideals during two periods
of exhausting warfare, begun by the Bismarck school of philosophy.
The Colorado State Medical Society has also directed me to bring to the attention of your committee the system of prepaid medical service for employed persons and their families. It was years before the type of federalized health
insurance contemplated in Senate bill 1606 was suggested that the medical
profession conceived the idea of properly supervised medical-service plans to
meet the needs of those who suffered from unpredictable or catastrophic illness.
Organized medicine was not driven to it by the propaganda of commercial insurance directorates or the demands of pressure groups. The concept was offered
as a further demonstration of our commitment to public welfare and community
health; it is in accord with our recognition of a broader horizon in a profession
that refuses to become static.
From the first unit, established in the State of Washington nearly 30 years
ago, this movement has expanded until it now embraces more than 20 entire
States and scores of individual communities in other areas, with a combined
enrollment of 2,500,000 men, women, and children.
Practically all of these plans operate in conjunction with hospital (Blue Cross)
services, reducing thereby the overhead cost of administration but retaining
complete independence. For a small monthly pay-roll deduction the subscriber
therefore receives all the attention he requires of the doctor and the hospital in
any emergency. At present most of these organizations are concerned only with
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surgical and obstetric care but more complete coverage is contemplated when
sufficient reserves have accumulated.
It is a peculiarly democratic development, sharing in popularity with the
Blue Cross, in which a physician may capitalize in an ethical manner on his
natural talents, his training, industry, experience, and character. The State
Medical Society of Colorado has been kept thoroughly informed in all phases ///
of this movement; it has been alert and vigilant In estimating the type of organization which would best conform to the conditions that present themselves in a
sparsely populated State of enormous size, divided into mountainous regions
and great plains, with varied industries and only a few cities of considerable
population. Officers of the society had familiarized the membership, through
personal inspection, with the administration of such plans in other parts of
the United States. In 1939, permission was given by the house of delegates to
further explore the system and establish a unit on the county level. After two
further years of study, the medical society of the city and county of Denver,
on August 5, 1941, voted to establish a plan for surgical and obstetrical care
and a committee was appointed to outline the essential administrative details.
The plan was soon Incorporated under the laws of Colorado; a board of trustees
was selected consisting of 10 members of the society and 5 lay members representing business, labor, and the legal profession; a responsible firm of insurance
counselors was engaged and actuarial problems given the closest study. In
December 1941, a contract was effected with the Colorado Hospital Association
(Blue Cross) whereby, for the sum of $2000 generously advanced, without
security or interest, by lay friends of organized medicine,"certain services would
be offered to the plan, including office space, furniture, accounting systems, and
printing. It also embraced the exclusive right and responsibility for the sale
and servicing of all subscription agreements issued by the plan and formulated
exclusively by the trustees. The hospital service agreed to render bills on all
outstanding contracts and to account monthly to the plan for all sums collected.
Nothing in this arrangement with the Blue Cross was to be construed as the
practice of medicine by a hospital or the providing of hospitalization by the
medical plan. The cost of these services was fixed at 10 percent with a slight
variation in this amount, according to the ratio of medical and hospital contracts
Participating physicians in our Colorado Medical Service, Inc., were enrolled
rapidly so that within a year more than 80 percent of the membership in the
medical society of the city and county of Denver had signed the required forms.
On this date more than 92 percent are participating.
In the meantime, the plan has been adopted by all the adjoining counties so
that the entire metropolitan area has come under the benefits of the movement
Although this innovation in medical service was organized during years of
peace it has functioned well during the war period. More than 110,000 Coloradoans are now protected through this plan. This is over 20 percent of the
population of metropolitan Denver to which the plan has been limited until very
recently. In September 1945, the house of delegates of the Colorado State
Medical Society approved the operations of Colorado Medical Service and by
unanimous vote elevated the plan to State level. Officers of county and district
societies have been fully informed in the method of enrollment, and we have
reason to feel that in a short time all employed persons in the State may enjoy
the privileges of this nonprofit medical service plan. The subscription rates
bring it easily within reach of the low-income group, the monthly charge for
a single person being 75 cents, for two persons $1.50, and for an entire family,
$2. The income limitations are: $1,500 for the 12 months immediately preceding the service date, in the case of a single employee; $1,920 for man and
wife, and $2,400 for a family. All persons in each group are eligible for membership. Complete services are provided for subscribers within the stated
income limits. The participating physician may charge the subscriber a supplemental fee only if his income is in excess of the bracket for the 12 months
immediately preceding. Fees for surgeons are, of necessity, moderate; payments are made within a short time of operation and complaints are relatively
few. Free choice of physicians is assured. With the State government offering
excellent facilities for the care of the indigent and of persons temporarily unemployed, no citizen in Colorado is deprived of medical care. What has been
done for Colorado can be achieved by similar means, in every other State.
There is every indication that voluntary prepaid medical service plans will be
accepted throughout the United States within a short time.
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In conclusion, the Colorado State Medical Society believes, with Newsholme,
of England, that one of the striking defects of national sickness insurance is that
it "may deaden the spirit of adventure which one must develop for the highest
form of expression in life." We believe that the simple but effective American
way herewith proposed is an alternate measure worthy of full consideration by
your committee.

Respectfully yours,

JOHN W. AMESSE, M. D.

Senator DONNELL. Anything further, Doctor
Dr. UNFUG. That is all.

Senator DONNELL. Doctor, I take this opportunity on behalf of the
committee to thank you for making this trip and giving us the benefit
of your testimony.
We are very grateful and appreciate your coming.
Dr. UNFUG. Thank you very much.
Senator DONNELL. The committee will be recessed until 10 a. m.,

Friday, May 31, to convene again in this room unless notice of some
other place shall be given.
(Thereupon, at 11:45 a. m., Wednesday, May 29, 1946, the committee recessed until Friday, May 31, 1946, at 10 a. m.)
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FRIDAY, MAY 31, 1946
UNITED STATES SENATE,

COMMITTEE ON EDUCATION AND LABOR,

Washington, D. C.

The committee met at 10 a. m., pursuant to adjournment, the Honorable James E. Murray (chairman) presiding.
Present: Senators Murray and Donnell.
The CHAIRMAN. The hearing will come to order.
The first witness this morning is Dr. Franz Goldmann, associate
clinical professor of public health, Yale University School of Medicine.
STATEMENT OF DR. FRANZ GOLDMANN, ASSOCIATE CLINICAL PROFESSOR OF PUBLIC HEALTH, YALE UNIVERSITY SCHOOL OF
MEDICINE
Dr. GOLDMANN. I understand my assignment is to give you a brief

review of the lessons we may learn from foreign experience with the
operation of compulsory health insurance programs.
The factual statements I am planning to make are based on 12
years of practical experience in Germany, 2 years of practical experience in Luxemburg, intensive study of the problem in France, and
countless conferences with hundreds of experts, medical and nonmedical, from Great Britain, France, Austria, and a number of South
American countries.
May I say that the opinions I am expressing are my own and must
not be construed as reflecting the opinions of the institutions of
higher learning with which I am affiliated.
However, I wish to emphasize that these opinions are more or less
identical with those of the vast majority of the persons who have
intimate knowledge of the actual operation of programs; and may
I further add that my stand on this whole problem can be described
by quoting Sir George Newman: National health-in every country in the world, everywhere and all the timedepends first upon knowledge of the science and art of medicine, discovered,
tested, verified, proved, and then upon its social application by the medical
practitioner, by the state, and by the people of that state. Without that knowledge there is no knowing, without that application there is no going.

Turning now to my subject, I wish to point out that there are
many lessons that can be learned from both the achievements and

the shortcomings of foreign policies in organizing compulsory health
insurance: It is important to realize the reason why a growing number of countries throughout the world have adopted such programs.
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These are the reasons:
(1) The recognition of the inadequacy of individual savings.
(2) The recognition of the weakness of what is called the publicassistance approach-or, using American .terminology, "the relief
system;"

(3) The recognition of the limitations of voluntary health insurance.
INADEQUACY OF INDIVIDUAL SAVINGS

I do not think it is necessary to elaborate on the first point, the inadequacy of individual savings, but I do think it might be useful
to say a few words on the other points.
WEAKNESSES OF PUBLIC ASSISTANCE

APPROACH

The principle of public assistance, or relief, and the procedures
necessary for its implementation, have inherent weaknesses. Restriction of medical care at public expense to persons in need jeopardizes
preventive action. It comes too late to prevent complications, serious
illness, and chronic stages of illness. It comes too late to make the
most economical use of taxpayers' money. It requires, by necessity,
the definition of the conditions under which medical care shall be
made available; and that implies' a "means test"-the very thing the
self-respecting citizen detests. It involves tremendous administrative
costs and red tape, and it discourages the practice of preventive
medicine.
These are the reasons why all experts abroad are against the continuation of this system and for its reduction to the irreducible
minimum.
LIMITATIONS OF VOLUNTARY HEALTH INSURANCE

- As to voluntary health insurance, the experience may be stated as

follows: Voluntary health insurance is of limited applicability. It
has been tried out in a score of countries for at least a hundred years.
From this experience, we may say that voluntary health insurance
can provide for selected services at reasonable cost, but not for complete medical care, if the plan is operated on the basis of the individual
practice of medicine and the fee-for-service method of payment. It
can serve selected economic groups, those able to pay the full contribution, but it cannot be utilized by the large number of people struggling
to make ends meet and maintain the pride of economic independence.
Moreover, there is great danger of multiple, financially weak, and
competing organizations developing in the same community. Vested
interests are created that cannot be dislodged later when better plans
are under consideration.
These are the three reasons why one country after the other turned
to compulsory health-insurance programs. It must be borne in mind
that the compulsory health-insurance systems now in operation in
some 30 countries, usually form a part of a comprehensive system of
social insurance, or social security, covering all or a number of the
following hazards: Sickness; maternity; injury; temporary disability
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from sickness, maternity, and injury; long-term disability from sickness, and injury; and death from sickness, maternity, and injury.
COMPULSORY HEALTH INSURANCE DOES NOT CHANGE THE PRACTICE OF
MEDICINE

What is changed by compulsory health-insurance legislation is the
method of raising funds for the support of professional and institutional services. Instead of paying if and when service is received and
in proportion to the amount of service rendered, people are required
to pay in advance small average amounts, in return for which they
are entitled to obtain any or all of the services available under the
program. People do not receive something for nothing. They pay
for their own care.
What is not changed is the institution of private practice of medicine, dentistry, and related professions, the institution of voluntary
hospitals, and the institution of voluntary health agencies.
Compulsory health insurance started in the eighties of the last century although there were predecessors in a few countries. One of
the Arst countries to adopt this system in principle was the United
States, which did so as early as 1798.
Senator DONNELL. What did it do in 1798
Dr. GOLDMANN. In 1798 the Act for the Relief of Sick and Dis-

abled Seamen was adopted, which was a classic example of the principle of compulsory-health insurance, because it required every sailor
on a merchant ship to have 20 cents a month deducted from his pay
roll, and this money was put into a common fund, out of which the cost
of his care was paid. That is essentially the principle of compulsoryhealth insurance, although applied to one occupational group only.
May I add at this point, that after due consideration of the advantages and disadvantages of this method, Mr. Williamson, in the
House of Representatives, stated that this was by far the most equitable
method of settling the problem.
Senator DONNELL. How long did that legislation stay in effect
Dr. GOLDMANN. Until 1884, I believe; anyhow, nearly 100 years.

And it was changed not because the principle did not work, but for
quite different reasons.
The first country to introduce compulsory health insurance in recent times was Germany, and a number of other European countries
followed suit. Before the First World War compulsory health insurance programs were in operation in about 10 European countries.
Beginning in the twenties, and more frequently since the thirties,
there developed similar programs in nearly all parts of the world, so
that by 1941 programs had been adopted in about 30 countries in
Europe, Asia, South and Central America, and Australia; and in 1943
Mexico adopted such type of legislation.
Of course, these programs vary tremendously from one country to
another. It would be a grave mistake to pick out one program and
state: "This is compulsory-health insurance." All we can do is to
try to find out common elements, to trace trends of development, to
discover what, according to foreign experience, needs improvement,
and what is obviously inadequate.
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EXTENSION OF COVERAGE IN OTHER COUNTRIES

The first point of importance is that there has been a definite tendency to extend the coverage; that is, to include larger groups of the
population. Originally, the programs were for relatively small
groups. Gradually, they were extended to include most of'thsocalled manual workers and the salaried employees, or what we would
call white-collar workers up to a certain income. The principle was
applied also to persons in forestry, commerce, agriculture, domestic
service and, in a number of countries, to professional services.
Even more important is the fact that the family dependents of the
so-called breadwinners were included. Before the war there were a
substantial number of 'countries which provided for the family of
dependents the same type of service, but not always the same amount
and scope, as was offered to the insured person.
Furthermore, it is important to note that in a number of instanes
voluntary members are accepted. The services and benefits of the compulsory program are made available to people who enroll voluntarily.
The machinery of this program and the services and facilities available under the program were made also available to other groups on
behalf of whom the national government, state government, or local
government paid.

The typical example is the inclusion of recipients

of unemployment compensation, war veterans, and recipients of pensions in a number of countries.
Before the war there were countries where from one-fifth to onethird of the total population were covered, and there were other
countries where about two-thirds and even four-fifths of the population were included.
SUBORDINATION

The second trend
cash benefits second
operation, way back
compensation of the

OF CASH BENEFITS

which deserves mention is the tendency to rank
to medical care. When the plans were put into
in the eighties, the primary emphasis was on the
sick person for losses due to disability. In other

words, the sick received a certain amount of money, usually a fraction

of his wages, and was supposed to use this money to maintain a decent standard of living, during the period of his disability. Little
attention was paid to the more important points, namely, the restoration of health and preventive service.
This policy has changed completely during the 60 years of operation.
It was realized that it was utterly wasteful to compensate the sick
for a condition such as a disabling illness without doing something
about the elimination of the cause of that disability; that is, without
providing the best medical care. However, I would like to point out
that not all countries have done as much as they ought to have done
in this respect.
I give you as an example the ratio of expenditures for medical
care to cash payments for compensation. I am using the year 1933,
because that is the latest year for which we have reliable infQrmation.
At that time, the ratio of expenditures for medical care to cash payments for compensation was 3 to 2 in Germany; 4 to 1 in Denmark;
3 to 1 in Poland, and about 3 to 1 in France. In Great Britain the
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greater part of all expenditures was still made for cash compensation
rather than for medical care, and I do not hesitate to point out that
this is a definite shortcoming of.the British system, which, incidentally,
is completely and freely admitted by every British student of the
subject.
EXPANSION

OF BENEFITS

The third trend is the development of medical care on a much larger
scale than originally contemplated. The early programs offered some
medical care, but that was limited in type, scope, amount, and period.
In a growing number of countries changes have taken place, and at
present thenajority of countries with relatively well-developed programs offer' the -following services: Physicians' services, specialists
as well as general practitioners in the home of the patient, the office
of the doctor, the clinic and the hospital; maternity services, includ.ing prenatal, obstetrical, and post-natal care, by physicians, graduate
nurses, nurse midwives-which is a special feature of many programs abroad-and housekeeping aids, hospitalization, including care
in general hospitals, special hospitals, and convalescent homes-care
in convalescent homes is a very important feature in some of the programs and certain drugs and appliances.
This is a broad statement. There are tremendous variations in detail, but the more advanced programs offer the services listed. A good
many of them include certain dental services, although very few
offer complete dental care.
What is of great importance in this respect is the growing emphasis
placed on services designed to attain early diagnosis and early and
thorough treatment. In a number of countries the organizations administering compulsory health insurance have included preventive
health services for well persons into the scope of their programs despite the fact that this was supposed to be done by 'public-health
agencies. They did so because the public-health agencies failed to
provide sufficient preventive health services.
The mechanism of compulsory health-insurance programs was utilized to provide for such services as periodic health examinations of
children and adults, and also for the support of public-health services.
IMPROVEMENT IN QUALITY OF SERVICE

The fourth trend is the growing emphasis placed on the improvement of the quality of service. One of the most important features
of foreign programs is the exclusion of nonmedical practitioners from
the service, on the theory that this service should be rendered by men
and women who had the highest standard of training and experience.
The quality of medical care improved in a number of countries by
providing for the services of consultants and specialists and by estabishing standards for the performance of physicians and other members of the profession, in order to make sure that the treatment plan
would be the best and at the-same time economical. Finally, very
much emphasis has been placed on the provision of diagnostic services
and therapeutic procedures. All this serves to ease the very difficult
task of not only maintaining but improving the quality of care.
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In this connection an interesting development must be mentioned.
In some countries there were nonmedical practitioners, but they were
not admitted to the service and therefore had a grudge. In Germany
the nonmedical practitioners were among the earliest followers of
Hitler because they realized the only chance of "getting in" was by a
political change.
I do not want to leave any doubt that the situation in regard to
,quality is far from being ideal. There were great difficulties to
overcome. In every country the license to practice medicine, dentistry, and so on, entitled to participation; and there was very little
these countries could do concerning additional requirements were
read into the law; because, quite properly, the medical, dental, and
other professions insisted that once somebody was licensed he had
to be admitted. This made it very difficult to see to it that those
who were not of highest caliber would be eliminated.
Another drawback was the free-choice principle.. Because of it,
the countries adopting compulsory health insurance had to admit any
duly licensed member of a health profession, regardless of degree
of competence.
Furthermore, and this is probably the most important lesson we
can learn, the system of individual practice was the prevailing practice. In this country, the term "solo practice" is often used to denote
this system. One country after another realized that it was of great
importance to adopt an entirely new policy; namely, the policy of
putting the organization of pro essional services on the basis of 'the
group practice of medicine." This term denotes a system under
which a varying number of doctors and representatives of other
professions work together in teams, pool their experience, skill,
facilities, equipment, and their auxiliary personnel, and of course,
their expenses. All of this serves to improve the quality of medical
care and at the same time, to reduce its cost.
It is very important to note that there has been growing interest
Sin the development of group practice in combination with compulsory health insurance. Without going into detail, I should like to
refer to the proposals made by the medical planning commission of
the British Medical Association and to various resolutions adopted
by the British Medical Association, all of which recommend the
gradual development of a system of group practice throughout the
country, with so-called health centers serving as bases. The British
Medical Association has prepared a most interesting draft of a model
health center, in order to expedite the development of such facilities.
Exactly the same situation can be found in many other countries.
In Chile, for instance, from the very beginning of compulsory health
insurance the emphasis has been placed on development of group practice, with doctors working in clinics or health centers on a part-time
basis.
The same has happended in countries such as France, where "dispenseur mutuels" were established, and in Peru and in Germany where,
unfortunately, the "ambulatorian" were used in the fight between
sickness, insurance organizations, and the medical profession. These
group practice units were abolished by Hitler because of the fact
that this method of organization was fundamentally different from
what Hitler had in mind.
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ORGANIZATION OF PROFESSIONAL SERVICES

As to the organization of professional services, some very interesting facts deserve mention. First, collective agreements usually
superseded individual agreements. Instead of letting the individual
doctor negotiate-which may result in his exploitation-'-the national
organizations of the medical, dental, and other professions made collective agreements with the administrations in charge of the compulsory-health-insurance programs.
Second, the principle of utilizing the services of physicians, dentists, pharmacists, and other professional persons engaged in private
practice has been preserved. Contrary to widespread belief, with
very few exceptions, there has been no use made of the system of
civil-service physicians. The prevailing policy is to utilize the services of professional persons in private practice and to make participation in the program possible for those willing to participate in the
program.
This means that the participating physicians serve patients who
pay directly, or in some instance, promise to do so along with patients
on behalf of whom the insurance plan or a public agency such ap
the Welfare Department, pays the bill. This is the usual pattern
in nearly every country with compulsory health insurance. Some
shortcomings should be pointed out.
In a number of countries the doctors tried to take on too many
patients; and that was not conducive to the effective practice of good
medicine. Recently some countries limited the number of patients
the individual doctor could accept, and this ceiling applied to patients
covered by the insurance program. For example, it was decided
that there should be one doctor for about 600 insured persons. Including the family dependents, one doctor would serve approximately
1,100 to 1,200 persons.
Third, the patient is free to choose his doctor from those participating physicians whose offices are in a certain area. The patient receives a list. In Great Britain, this list is referred to as the "panel";
hence, the term "panel system." However, free choice is not unlimited. One restriction applies to specialist service. It is a rather
common policy to expect the patient to see his general practitioner,
his family doctor, or the physician in attendance, before consulting
a specialist. This has been done in the interest of specialists as well
as the patients who cannot be expected to know precisely what specialist they need.
There are also restrictions as to the geographic area. Free choice
applies to doctors with offices in a given district, although exceptions
are made if warranted.
METHOD OF PAYING DOCTORS

The methods of paying physicians and other professional persons
may be summarized as follows:
The flat rate system is the prevailing method. In many countries
the doctor, and the same applies to other groups, receives a flat rate,
based on the number of persons on his lists, that is, so much per person
on the list for a certain period of time. This is what the British call
"capitation fee." This method is not only in the British Common-
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wealth, but also in other countries. In addition the physician receives a mileage allowance, which takes care of the time and expenses
involved in attending patients in their homes.
In some instances, the flat rate is not based on the number of persons
on the list of the practitioner but on 'the number of sickness cases
attended during a certain period such as a month.
The second method of payment which is in use, but not common,
is the fee-for-service method. Wherever it is employed, it is based
on a special fee schedule agreed upon between the administrative
agencies and professional organizations concerned.
In some countries, both systems are being used side by side, the
typical example being New Zealand, where the fee-for-service method
was introduced in November 1941, and the flat-rate system before that
had been introduced in March 1941.
In a few instances, fixed salaries are paid for part-time or fulltime work. It is very significant that this system is used primarily
to compensate doctors in rural or thinly settled areas. It can be
found in parts of New Zealand and in rural areas of other countries,
in other words, at present it is the exception rather than the rule.
ADMINISTRATION

Finally, a few words about administration. One very marked trend
of great importance is the trend from lay control to professional
supervision and direction of professional matters. Increasingly,
physicians, dentists, pharmacists and other groups were charged with
administrative functions, each group being responsible for their own
field, while the administration of cash benefits was left to nonmedical
people. However, there are tremendous variations. To give an example, and I am choosing this deliberately, in England, the "approved
societies" administer the cash benefits, and the "insurance committees"
administer the medical services.
In this connection, it is important to note that the problem of
building a suitable administrative organization proved to be beset with
difficulties. The general principle was to vest self-governing statutory bodies with administrative responsibility, rather than utilizing
existing public agencies. To carry out the principle of self-government, the administrative bodies were composed of representatives
of the insured persons, the employers-for reasons which I shall explain later-and, in a number of instances, the representatives of the
public health services, so as to bring the administrative organization
into close relationship with others,
This meant the creation of autonomous semipublic agencies. The
disadvantage is obvious, and I wish to emphasize this point, because,
in some countries the medical professions are very anxious to have a
similar administrative organization.
The drawback is this: By establishing two sets of administrative
units, one, the public agencies responsible for public health in general, and another one, the insurance organizations responsible for the
medical care of the persons covered by the program, a "state within
a state", is created and the medical care programs are separated from
all other services. Even if one tries to overcome this difficulty by
the establishment of a "coordinating committee," it is well to bear in
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mind that coordination is, of course, a typical "Ersatz" product, it
can go far toward bridging the gap, but can not eliminate the difficulties arising out of a dual system.

Another problem was created by the large number, and quite different types of administrative agencies. At the time when the compulsory programs were introduced, there were vested interests. There
were medical care plans in industry; there were voluntary health insurance organizations; there were fraternal orders, clubs, and so on.
In an effort to appease these groups, the governments unfortunately
often accepted existing units, inadequate as they were, and vested them
with responsibility for the administration of the new service. The
result was unsatisfactory, and I shall give some pertinent figures
on this later.
Realizing the weakness of such organizations, some countries began
to merge small administrative units and to create large administrative units based on districts, rather than on the occupation of the
various groups of insured persons.
FINANCING

Before discussing the cost, it might be advisable to say a few words
about the method of financing compulsory health insurance. The
prevailing policy has been to emphasize the so-called contributory
principle, that is, to have those who are to receive service or who are
directly concerned contribute to the program, instead of through general taxation. Usually the employees and the employers share in
the contributions to the program, the usual method being pay-roll
deduction. These shares vary. In some countries they are 50-50;
Great Britain and France, for instance. In other countries, two-thirds
are borne by the insured person, and one-third by the employer. There
are still other patterns.
Of course, if a person is self-employed, he or she pays the full
contribution.
Subsidies from general tax funds are a very minor feature, in most
countries, the subsidy from general tax funds constitutes a small fraction of the total. In a few countries, it is somewhat larger.
For instance, in Norway, three-tenths of the total expenditures are
defrayed by subsidies from general taxation, and in Great Britain,
approximately 15 to 20 percent. The figures vary somewhat from
year to year.
COST OF ADMINISTRATION

As to the cost of administration, I noticed in the recent literature
a good deal of interest in this aspect, and this is why I would like
to give you a few figures. It has to be borne in mind that medical
care as provided under these programs includes a large variety of
services and benefits in kind, namely, the services of physicians and
dentists, hospitalization, drugs, and appliances, and many other services. In other words, the scope of the medical care program is relatively wide. Furthermore, disability insurance-that is the payment
of cash compensation-is part of the program, and the administrative
costs of those benefits also appear in the total administrative costs, too.
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Finally, the administrative costs must be related to the number
of persons receiving service, and not to the number of insured persons. In many countries in addition to the insured, the following
persons are covered: the family dependents, voluntarily insured persons, war veterans, workmen's compensation cases-which, incidentally, account for a very large number and beneficiaries of pension-insurance programs.
Now, a few figures: I am giving data on Germany, since there has
been a good deal of discussion of the German figures. In Germany
the total administrative cost of all types of sickness insurance orgahizations in charge of the programs described before ranged from about
8 to 10 percent of the total income in the period from 1920 to 1935.
They ranged from 7.7 percent up to about 10 percent of the total expenditures in the same period; and they constituted 8.6 percent in
1936. These figures can be checked by going to the sources.
In England and Wales we find a different picture. There approximately one-sixth to one-seventh of all'expenses for medical care plus
disability insurance go to pay for the administrative costs. In Norway, the percentage of administrative costs was 8.5 percent in the
early thirties, and in France, it was 7 percent at that time. This will
suffice, because it shows one point very clearly; namely, that there are
countries where the costs of administering the inclusive program are
very reasonable. Every businessman knows that administrative costs
of about 10 percent are reasonable, and in a good many countries they
-

are below 10 percent or in the neighborhood of 10 percent. There are

exceptions, however, one of them being Great Britain, and at this point
I would like to refer to what I said before; the primary reason is that
Great Britain, by force of circumstances, had to tolerate many thousands of small administrative units that had been in existence before
1910.

I believe- there were 7,000 units, a number which is by far

too large. These units had to be accepted for reasons of expediency.
The British have to pay for this policy now by increasing relatively
large administrative expenses.

Senator DONNELL. Doctor, is that a political expediency to which

you refer
Dr. GOLDMANN. I believe so; yes, sir.
It is very interesting to compare foreign experience with experience
in this country, if I may add one word on this. For the last 9 years,
I have been studying the medical care programs in this country, and
I am interested in getting details about administrative costs. Here
are some of the figures pertaining to the Michigan Medical Service and
the California Physicians Service, two of the most advanced medical
society plans, i. e., the voluntary health insurance plans sponsored
by medical societies.
The Michigan Medical Service paid the following percentage of its
total income for administration: 20 percent in 1940; 15.6 percent in
1941; 15.4 percent in 1942; 12 percent in 1943; 11.4 percent m 1944.

The California Physicians Service, in the early forties, spent 18.9
percent on administration, and the proportion was even higher at times.
I have not been able to get more recent reports that might show a
decline.
What I want to bring out is this: any health insurance plan requires

money for administration. It does not make any difference whether
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it is voluntary or compulsory. If you look at these figures, which refer
to plans with very limited service--you find that a very large portion
is spent on administration. Compare that with programs which administer a wide variety of services plus disability, and I believe one
conclusion is perfectly obvious; there is no point in trying to accuse
foreign programs of wastefulness in administration. I maintain this
although I am the last to say that the administration of foreign programs Is ideal.
This leads me to the problem of administrative personnel.
Senator DONNELL. Doctor, I did not understand the last word in
one of your sentences.
Dr. GOLDMANN. I said I was the last to say that the situation
was ideal. May I elaborate on that I still believe that in some of
these countries the number of administrative units is too large, and
that by merging these units and creating large, effective, and financially.
strong units, it would be possible to reduce the administrative costs
still further. That applies to Great Britain more than to any other
country.
ADMINISTRATIVE PERSONNEL

Now, as to the administrative personnel. In newspapers I have
read statements which came as a surprise to me, and so I went back
to the sources. Here are the figures which can be checked by looking up the original publications.
In Germany, the administrative personnel needed for this whole
program-and I repeat: medical care plus disability insurance can
be estimated at approximately one employee for every 2,000 persons
receiving service. This is an approximation, of course. The ratios
have changed somewhat over the years. Needless to say, after the
Hitler regime came into power the ratio developed unfavorably, because political consideration entered the picture. This personnel
includes all the office personnel comprising about four-fifths of the
total, the field workers, one-half people who visit the patients in
the home, auxiliary personnel, including chauffeurs; and the medical,
dental, and nursing personnel employed in administrative work.
DATA ON "MORBIDITY"

Another point which has aroused considerable interest lately is the
so-called "morbidity" under health insurance programs.
May I say that I am not planning to talk about that. I am prepared
to talk about the frequency of utilization of disability benefits, because
this is what the figures show. The figures show the frequency of
compensation for disability. It is obvious that such data is influenced
by a number of factors.
First of all, there is the question of the type of disabling condition.
Taking Germany, because that country has been taken up in earlier
hearings, I understand, we find that the most frequent disabling
conditions among male persons were injuries, industrial as well as
nonindustrial; colds, influenza, and similar conditions; and rheumatic conditions.
Among female persons, colds and related conditions; injuries; sore
throat; women's diseases; and fatigue occurred most frequently.
85907-46-pt. 4--20
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It must be borne in mind that a very large proportion of alL the
persons covered by the German program were women. Most of thepi
were married women who were working and also had to take care of
the household and the family. That, of course, influences the frequency of disability.
Secondly, disability figures are influenced by extensions and improvement in medical care. As soon as the period of hospitalization
is extended from 13 weeks to 26, or from 26 to 39; as soon' as new"
services are added such as convalescent care, which in general extends
over 4 to 5 weeks; and as soon as there is more emphasis on thorough
treatment and preventive medicine, it is obvious that the period of
disability is tending to increase, simply because that more longer and
better service is made available, and people want to avail themselves

of these services.
Thirdly, the figures are influenced by changes in the waiting period
or the duration of benefit. If the waiting period is cut down from
7 to 4 days, or from 4 days to 1 day, it-is perfectly obvious that as
a result a larger number of patients is registered. If the period of
disability payment is extended from 26 to 52 weeks, the recorded
figures necessarily grow larger because they include patients with
chronic conditions who would not appear if compensation were extended only to 30 weeks.
Fourth, there is the effect of economic condition, such as the degree
of employment, of control measures, of the health conditions, and
the age composition. If there are many old people, you have, of
course, more disability. If there are many women, you have more;
and the figures clearly show that the rate is much higher among
women than among men. If you have occupational diseases, if there
are a large number of miners insured, and the number of miners is
very large in some of these countries, of course, more disability can
be expected.
Here are figures on the cases of disability per 1,000 insured persons
a year in Germany. For every 1,000 insured persons, the following
number of cases of disability were reported: 420 in 1885, 386 in 1900;
421 in 1913, 417 in 1930, and 400 in 1933.
To understand the meaning of these figures, it is necessary to compare them with American experience. We have a large number of
studies which show the frequency of disabling illness among selected
groups. We find that the American figures show that there are 500
-cases of disability per 1,000 white persons a year.
The days of disability per insured person and year, in 1885 were
5.9; in 1900, 6.8; in 1913, 8.7; in 1930, 11.3; and in 1933, 9.3. Approximately 9 to 10 days a year were lost by the average person insured
under the program. As you probably know, this figure is very close
to the figures we have experienced in this country.
Now a few data on average duration of the case of disability in
Germany. The figures are, in 1885, 14 davs: in 1900, 17.6 days; in
1913, 20.6 days; in 1930, 27.2 days; and in 1933, 25.6 days.
Again, may I call your attention to the fact that these figures reflect the tremendous changes which have taken place during these
60 years, the gradual extension of medical care, more service for
longer periods of time, the extension of the duration of the benefit,
with a large number of insurance organizations providing compensa-
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tion for half a year, if not longer. Allthese facts must be kept in
mind, and if you compare these data with comparable American
figures, you will find something very interesting.
SUMMARY

Let me now summarize foreign experience in general terms. (1)
The principle of compulsory health insurance has proved to be sound,
appropriate, and in accord with democratic ideals. At present, it is
applied in some 30 countries. (2) The existing programs, imperfect
as some of them are, have benefited the patients, participating members of the health professions and hospitals, and the countries at large.
(3) Many of the shortcoming carried over from the early stages of
development have been removed; some have survived and need to be
eliminated. Noteworthy is the steady endeavor of all countries to
make more and better provisions, the British plan for a national
health service affording the best example of this trend. However,
despite remarkable advances, many foreign schemes still leave considerable room for improvement.
(4) No country ever has expected compulsory sickness insurance to
provide complete medical care for all the people. The reason is obvious. A program based on the application of the insurance principle
can serve only persons able to make regular prepayments, and it is
hard to establish and to administer in thinly settled areas. For these
reasons, all the countries having compulsory sickness insurance programs also maintain complementary programs of medical care financed
out of general tax revenues. Many countries permit voluntary health
insurance programs to operate, provided that these plans meet reasonable standards.
The CHAIRMAN. That concludes your statement, Doctor ?
Dr. GOLDMANN. I have some more statements here, but I wonder

whether you would prefer raising some questions first?

The CHAIRMAN. Do you wish to raise any questions at this time ?
Senator DONNELL. I wanted to ask him some. However, if he

has any more of his statement, I would prefer that he continue.

The CHAIRMAN. You may proceed, then, with your statement.
SHORTCOMINGS IN

OTHER COUNTRIES

Dr. GOLDMANN. J.should like.to say a.few words about the reasons

for the shortcomings of some foreign programs.
I have, by inference, pointed to some of these reasons, but I would
like to summarize them in order to make it quite clear why they are
shortcomings.
The first reason is that actual practices in some countries were at
variance with principles.
For instance, we find an inadequate spread of risks and costly
administration due to the continuation of small units. That is a very
basic point.
The second reason: there is not only the continuation of small units
but also the separation of insurance programs from all other health
services, something which is not conducive to the solution of the problem of devising a constructive program of national health service.
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Finally-and this in my -personal opinion is the most important
shortcoming-until about 5 or 10 years ago, very little emphasis
was placed on the development of group practice of medicine. It has
been only in recent years that this idea was advanced vigorously. If
that had been done earlier, I believe a good deal of the criticism would
not have arisen.
The British, for instance, are fully aware of the limitations of their
program. On the other hand, they are also perfectly convinced of
what they call "the immense gains' they have made under the program. I believe this broad statement applies to the majority of all
countries, judging from the opinions I have heard and read.
The criticism of foreign programs very often is based on impressions rather than facts. Very often, we find that people use the
writings of opponents of the programs who were more or less unknown
or rejected in their own countries. We also find a good deal of misinterpretation of statistical data.
This, I believe, concludes my statement.
The CHAIRMAN. Doctor, you made some observations with reference to' the character of the medical care rendered under the compulsory system in Germany. Some witnesses have testified here with
reference to that matter and have pointed out that it has resulted
in a very serious deterioration of the quality of medical care that the
people received.
Some examples were given, where, as the result of the physicians'
undertaking to handle too many patients, they would have them
assembled in a room, and the doctors would ask all those suffering
from a headache to please stand up. At that point, a group would
stand up, and he would give each one of them the same prescription
within a very short period of time. Then he would ask for all those
suffering from a cold or from some other ailment, and he would treat
them likewise, and in that way go through a great, large group of
people; indicating, of course, a very poor character of medical care
being rendered in that country under the compulsory system.
Have you any comments on that situation
Dr. GfLDMANN. I have seen "rush medicine" in many countries.
I have heard about these complaints, and I happen to know that such
things happen nearly everywhere. Of course, I am riot willing to
defend such practices. I think they are merely an indication of the
fact which I pointed out before; namely, that the whole probleni of
adequate organization of professional service has not been tackled
as it should have been.
I have had a chance to see the clinics of the German insurance organizations, where I noticed that the finest type of medical care was
given; there was no doubt about that;
I have watched very many men, outstanding specialists as well. as
general practitioners, and I might say that the large majority of them
did a good job.
In every country you will find a certain number of physicians who
practice what is usually called "rush medicine." You will find the
number to be larger if there is no limitation on the number of patients
that may be accepted.
A doctor in private practice may say, "I am sorry. I cannot take
you." That happens every day in this coiutry. You are told 4
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weeks from today you may have an appointment, or 6 weeks from today. If you are serving under an insurance program, you cannot tell
these people to come 4 weeks from today. You cannot do it.
There should have been a limitation on the total number of patients
to be accepted. In fact, that has been done, but too late. It should
have been done much earlier.
The CHAIRAN. Then the fact that such things have occurred in
some countries under compulsory health systems, would be no reason
why a more perfect system could not be developed in our country?
Dr. GOLDAw]
N. I might put it this way: with the knowledge we
have at present, looking back over 60 years of experience, we should
be able to devise a system which would not only provide for the organization of payment, but also for the establishment of high standards
of service throughout the country.
The CHAIMAw. That is all for the present.
Senator DONNELL. Doctor, are you acquainted with the professional
reputation -of Dr. Edward H. Ochsner of the Chicago Medical
Society?
Dr. GomDaNN. No sir.
Senator DoNNE. He testified here at length a few days ago, and
he is a man of very wide experience there, and, as was brought out by
one of the members of this committee who is not here today, a man
who has had very exceptional observational facilities and experience
in his line.
You said a little while ago, Doctor, as I understood it, that a good
deal of the criticism which has been directed against the compusory
medical insurance systems in foreign countries could have been
avoided if the group practice had been more extensive. Did I understand you correctly on that?
Dr. GOLWMANN. Yes, sir.
Senator DONNELL. There has, then, been quite a considerable quantity of criticism directed against the administration of these systems
in other countries, has there not
Dr. GoaLDAw. I would put it this way: there has been a good deal
of criticism of details of procedure. There has been little criticism
of the principle involved.
As ar as I know, none of the important professional organizations
has gone on record against compulsory health insurance as such. They
have continuously, and sometimes rather violently, and I believe quite
correctly, pointed to certain shortcomings and wanted these shortcomings to be eliminated. They have not suggested the abolition of
the system. The only exceptions are a few people whose writings are
widely known in this country, who turned out, as was anticipated by
every expert, to be ardent Nazis. They advocated the abolition of the
system, not because they had anything against the principle, as such.
They advocated the abolition because they recognized that that whole
program was a bulwark of democratic forces. Men like Erwin Liek
have repeatedly published very sharp remarks against the program.
He was an ardent Nazi.
Senator DONNELL. You regard the fact, as I understand it, Doctor,
that the professional organizations abroad have not condemned the
principle of compulsory health insurance, as being a strong recommendation for such systems; is that right
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Dr. GOLDMANN. Yes, sir.
Senator DONNELL. In other words, the professional organizations,

organizations of men of that profession, you regard as being entitled
to confidence; and their attitude is to be considered as of importance;
is that-right-?
Dr. GOLDMANN. Yes, sir. May I give you one of the latest reports of
the British physicians, the so-called Interim Report of the Medical
Planning Commission of the British Medical Association, published
in 1942 ?
This is what they had to say:
The National Health Insurance system has stood the test of 30 years and has
proved itself fundamentally sound, efficient and capable of development * * *
[It] has proved a greater success than was anticipated either by its supporters
or by its opponents. Today it is an integral part of the social structure.

Now, that means they are absolutely for this principle. At the same
time, for some 20 years they have suggested a number of changes.
Senator DONNELL. Now, what organization was that? Dr. GOLDMANN. That is the British Medical Association. They had
a special commission.
Senator DONNELL. Now, Doctor, the point I am getting at is this:
You regard the expression of opinions by medical associations in
England and foreign countries as-being of importance and as carrying
real weight, do you not?
Dr. GOLDMANN. I do think so, because I believe that the official
statements of the representatives ofthe various organizations must
carry weight.
Senator DONNELL. Yes; well, now, Doctor, do you not think that the
official statements of such an organization as the American Medical
Association, consisting of over 125,000 of our physicians in this country, is entitled to real weight in determining what should be done in
this country?
Dr. GOLDMANN. Of course. I am in perfect agreement with you
on the fact that the opinions of such an important organization must
be heard, but we are obviously talking about two entirely different
things, sir. In England, a professional organization has made a
statement on the basis of experience.
ATTITUDE OF THE AMERICAN MEDICAL ASSOCIATION

Now, the American Medical Association-and I am happy to say
I have very many good friends in that associationSenator DONNELL. You are a member of it, are you not, Doctor,
yourself ?
Dr. GOLDMANN. I am not. Because I am not engaged in the practice
of medicine. I am a member of the American Public Health Association and several others. I believe I know a good deal about the AMA,
and I think it is my duty to know about it. and I have a great respect
for it, but the fact remains that what the AMA says is based on the
evaluation of reports from others.
Senator DONNELL. And is it not also based, Doctor, upon the experience of 125,000 physicians in this country as to what they have found
in the development of medicine in this country, and as to their observation of conditions which prevailed here, which led them to have very
definite conclusions; is that not true?
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Dr. GOLDMANN. It leads them to very definite conclusions on this

country. But very few of them have ever had a chance to work under
a compulsory health insurance program.

If I, as a person, had to

judge of that, I would spend a year in a country which had a program,
to see how it works. Maybe after that, I would have an entirely different opinion; I do'not know. But that is what I would do.
Senator DONNELL. Now, Doctor, I am not in any sense deprecat-

ing-I could not if I tried, nor would I try to deprecate-the value
of your experience or your observations, but the point I am making
is that here is the American Medical Association, consisting of the
great majority of our physicians, who presumably are acquainted with
local conditions in our country, who know our physicians in our country, who know our people in our country, and just as much entitled to

express opinion as the British Medical Association with respect to
conditions in Britain, so it would seem to me that we are entitled to
look at 'least in part to the American Medical Association in this
country for their opinions, based on their knowledge of conditions and
tendencies and professional achievements in our own country.
Do you not agree with that?
Dr. GOLDMANN. Senator, I have read a number of statements ap-

pearing in journals of State medical societies, and I am very sorry to
say they were full of errors. That is my point. I think what is important to emphasize is the fact that the vast majority of the doctors
of this country are not familiar with these details and cannot be expected to be. After all, this is a specialty. This is as much a specialty
as, shall we say, surgery or psychiatry. You do not expect a psychiatrist to perform an operation. You do not expect a surgeon to be
able to take care of cases of eye diseases in general.
Why, then, do you expect the average doctor to know all about the
economic aspects that involve all these very intricate problems ? That
takes years of study.
Senator DONNELL. Now, Doctor, even if it be true that the doctors

in this country in large part are not as closely in touch with all the
details of the administration of compulsory insurance in New Zealand
and Germany and Great Britain as some of you gentlemen who have
studied it are, I would undertake to suggest-and I believe you will
agree with me-that the doctors in this country are at least familiar

with the sentiments that prevail in this country, the traditions of
our country, the habits of our people, the professional efficiency of the
doctors in this country, and their opinions as to how this kind of a
thing would work in this country are entitled to at least some respectful consideration.
That is true, is it not? You agree to that, do you not?
Dr. GOLDMANN. Certainly.

Senator DONNELL. Now, Doctor, you said at the outset, as I under-

stood it, that the opinions that you were about to express were, in
your judgment, substantially those of the great majority of all students or experts. I do not recall exactly your statement, but am I
correctly quoting you
Dr. GOLDMANN. Yes, sir.
Senator DONNELL. Now, Doctor, could you tell us, please, the names

of a few of those persons who have studied this question, who in your
opinion concur with the views that you have generally expressed this
morning? And as you give me their names, would you be kind
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enough to tell me also, in each instance, if you can, the respective
book or publication.in which the opinions have been so expressed
by those other gentlemen who have studied the question
Dr. GOLDMANN. The literature on this subject fills libraries.
Senator DONNELL. Could you give us just a little; not the whole

library, but some of it.
Dr. GOLDMANN. I could not possibly, Senator, because that would
take about 2 hours.
Now, let us start out with the British. I just happened to have in
front of me, the name of Sir Henry B. Brackenbury, whose opinions
carry weight, because he is a very high ranking member of the British
Medical Association.
Senator DONNELL. Does he have a book?
Dr. GOLDMANN. He has a large number of articles.
Senator DONNELL. Where do they appear generally

Dr. GOLDMANN. In British as well as in American journals.- I

believe that a few of these articles were published in this country,
too.

Senator DONNELL. Very well.
Dr. GOLDMANN. Then I mention Sir George Newman, who has

written a book on The Building of a Nation's ealth, I believe it is.
Then we have Sir Arthur Newsholme, who has written a series of
publications, called International Studies, which contain a lot of material on compulsory health insurance in many countries. That is a
series of publications.
Now, these are outstanding British authors. I do not remember the
names of the experts in France.
Senator DONNELL. Pardon me, Doctor; could I interrupt you just

a minute?

Was that Dr. Newsholme?

Dr. GOLDMANN. That is right, sir.
Senator DONNELL. Now, do you agree with the observations of

Messrs. Simons and Sinai with respect to Dr. Newsholme:
Sir Arthur Newsholme, because he has made the most extensive survey of
health care in many countries, and also because of his scientific background and
official experience, speaks with perhaps the greatest authority of anyone in this
field.

Do you agree with that?
Dr. GOLDMANN. I believe he was one of the outstanding experts in

this field; yes, sir.
Senator DONNELL. Now, might I at this point quote just the follow-

ing from what Sir Arthur-Newsholme said:
We may safely lay down the proposition that while insurance is a valuable
provision against contingencies, it is harmful to the extent to which it conduces to contentment with the status quo and fails to provide means for diminishing the evils insured against. * * *
Our present national system of insurance against sickness is hitherto an
imperfect instrument even for the treatment of diseases. The great majority
of cases medically treated by the doctor in his contracts are slight in character;
and voluntary and poor law and public health hospitals provide for a high proportion of the total serious cases. There is extremely inadequate provision for
medical consultation in difficult cases, for the treatment of various diseases
needing the skill of the specialist, for skilled nursing, and for gentle treatment
Above all, there is relatively little provision for hospital treatment of thousands
of patients who, without it, cannot be successfully treated.

That is set forth in this book of Messrs. Simons and Sinai, at page
162.
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The CHAIRMAN. What is the date of that V
Senator DONNEz . The date of the book by these gentlemen is 1932.
As to the date of the article, I see that it is 1925. That was his statement at that time.
Dr. GOUDANN. I am in complete agreement with the statement.
I call to your attention, sir, that I said when I- described the scope
of service that in a few countries the scope of service was utterly
inadequate. I did not want to mention Great Britain at that point,
but one of the countries I had in mind was Great Britain. There
are some more.
But that has nothing to do with the principle of health insurance.
That is a deficiency of the British program.
I wish to make it quite clear that every British student of the subject, as well as every visitor to Great Britain, has, of course, found
the same shortcomings. I might even want to add some more criticism.
Senator DONNELL. You know the reputation also of Mr. Alban
Gordon, do you ? Have you heard of him ?
Dr. GOLDwxANN. I do not remember his name right now.'
Senator DONNEL. He is cited here by Messrs. Simons and Sinai.
You know those gentlemen, I believe; you know who they are
Dr. GOIMMANN. I certainly do.
Senator DONNELL. And you are familiar with that book, the Way
of Health Insurance?
Dr. GOLDMANN. I have read it, years ago, yes, sir.
Senator DONNELL. Do they concur, generally speaking, with the
views that you have suggested in your testimony here today, Doctor?
Dr. GOLDMANN. I do not think so.
Senator DONNEL. And I observe that they say:
We know that Alban Gordon is one of the sharpest critics of the British

system. He sums up his attitude by saying:
"After 11 years of operation, including 4 years of war and 5 still more difficult
years of peace which have followed it, the National Insurance Act has abundantly
justified itself as an experiment, if as nothing else. It has proven conclusively
that a national compulsory scheme of health insurance was urgently needed, and
was not only possible but practicable. The whole stream of opposition that
flowed so strongly in 1911 and 1912 has dried up, or, at any rate, dwindled down
to the muddy channel of an occasional 'press stunt,' and the threats to repeal the
act have ceased forever, for no government in the country would dare even to
propose such a thing."

Mr. Gordon said that, did he not? Do you not know, as a matter
of fact, Doctor, that notwithstanding that very fine picture which he
gives, although he is cited here as a critic of the British system, that
within the last few weeks in the London newspapers, there have been
vigorous oppositions by the British Medical Association to the. extent
of the system which was proposed, and which has been before Parliament, and if I do not draw the wrong conclusion, it has been passed
upon within the last day or two in the House of Commons.
Is that not correct
Dr. GOLDMANN. I am familiar with the fact that the British Medical
Association is opposed to certain features of what is called the National
Health Service.
Senator DONNELL. Yes.
Dr. GOLDMANN. Which, incidentally, has nothing to db with the
National Insurance Act which has been passed yesterday, but is a
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separate thing and has been deliberately separated from the insurance
program so as to focus the whole interest on the health service, as such.
There is a relationship between the two bills because part of the contributions paid in to the social insurance system is going to be used
to finance the national health service. Part of the money is going to
-come from necal -taxation, from' national funds, as well as from
local funds.
Now, the Medical Association has consistently advocated the. extension and improvement of the scherie. I would like to quote here what
the British Royal Commission in 1926 had to say:
National health insurance should be continued on its present compulsory and
contributory basis.

I should like to quote Sir William Beveridge, because he was instrumental in shaping this policy:
The popularity of compulsory health insurance today is established, and for
good reasons--

and so on, explaining why it is.

Now, the British Medical Association is opposed to certain details;
namely, the proposition that fixed salaries should be paid, and that
the sale of medical practice should be forbidden in the future. That
is a typical British situation, a British problem. And there are some
other things. That is what they do not like in the bill.
But I have not heard a single statement, and to my knowledge
there is not a single statement, indicating that the British Medical
Association. is against the service, as such. They do not like the
features mentioned, and they want to have something better.
Senator DONNELL. NOW, Doctor, I do not want in any sense to mis-

represent, but I want to quote this; I think I should do it in fairness.
It is from this book of Messrs. Simons and Sinai just preceding the
comment of Mr. Gordon, which I have read, and which speaks for
itself. These doctors say, after quoting Sir Arthur Newsholme:
While this criticism is directed at
siderable accuracy to all insurance
insurance. It must also never be
country having once started on the
tendency to retrace its steps.

the British situation, it applies with concountries and certainly to those without
forgotten that, whatever its defects, no
health insurance road, has ever shown a

Then it quotes Mr. Gordon, as I see it, in support of that general
view.

So these gentlemen, Messrs. Simons and Sinai, certainly are trying
to give an unbiased view, would you not say so, from what I have
quoted
That is, they have pointed out the criticisms. They have
pointed out to some extent at least those who advocate it.
But it is not true, Doctor, that there is a great difference of opinion
among experts as to whether or not the system in England and the
system in New Zealand and the system in Germany have been successful? Am I not correct in that ?
Dr. GOLDMANN. May I phrase it in a somewhat different way.
if I may?
Senator DONNELL. Certainly.
Dr. GOLDMANN. There is little difference of opinion about the fact
that we do not know anything better at present.
There is a good deal of difference of opinion about a number of
procedures.
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For instance, as I,pointed out, should group practice be emphasized
or not? Should all the specialist services be made available, and
if so, how
To what extent shall we provide for diagnostic services? Such matters are disputed.
And, of course, the cruix of the problem is the rate of pay or the
method of paying th doctors.
Senator DONNELW

. doctor, just to summarize it: Many of the

students on this question point out serious defects which, notwithstanding the lapse of years, still persist, both in Great Britain and in
Germany and in New Zealand also; that is correct; is it not? In the
administration of their insurance systems?
Dr. GOLDMANN. There is nothing ideal available in any country

in the world. There is nothing ideal.,
Senator DONNELL. I say, though, that the experts on this question
point out, do they not, that notwithstanding the passage of all these
years in these various countries, since 1884 in Germany and since

about 1911 in Great Britain, serious defects do even yet exist in the
administration of those systems? Experts agree o4 that; do they
not
Dr. GOLDMANN. Yes; of course. There are defects in every country
in the world. We are always hearing from everybody that the application of medial -science and knowledge Jags behind theprogress of
medicine.
You can read that in every journal in this country, in exactly the
same way.
Senator DONNELL. And, Doctor, as to New Zealand, about which

we have had quite a little testimony here. New Zealand is a country
in which, although you might not agree with this characterization,
there has been a grave problem developed there in the last few months
with respect to the national health situation.
Dr. GOLDMANN. A grave situation has arisen for two reasons, one

being the scarcity of doctors during the war. Of course, you cannot
run such a program if you do nothave doctors. Doctors were rare.
The second reason was the insistence of the profession on the feefor-service method of payment, which resulted in a number of rather
undesirable developments, known to everybody, which could have
been prevented.
Senator DONNELL. Now, in New Zealand, is there a combination
thereof the fee-for-service and the per capita system?
Dr. GOLDAwNN. No; they are operating side by side, you know.

There are areas where you have the fee-for-service method. There
are also areas where you have the capitation method.
But on the whole, in recent years, the medical profession has insisted on the fee-for-service method. That is where the trouble
started.
Senator DONNELL. And in this bill, S. 1606, before us, there is the

combination of the two plans, is there not; the fee-for-service and the
per capita method?
Dr. GOLDMANN. I do not think it is a combination.

It is the choice

between them. Doctors may choose either one or the other.

Senator DONNFLL. The two plans are provided for in S. 1606?
Dr. DOLDMANN. Plus salary, plus a combination or a modification
of these methods. That is what the bill says.
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Senator DONNELL. Doctor, is it too strong a statement with respect

to New Zealand, without going into all the details of it, in your judgment, for me to say that there in the last few months, the system has
almost collapsed ? Am I correct in that or not?
Dr. GOLDauNN. I cannot answer this question; because I have not
been there, have not seen the details, and- am not prepared to make
any statement without having had a chance to spend at least 6 or 8
weeks there, talk about the situation with everybody there, and get all
the facts.
Senator DONNELL. You know, as a matter of professional knowl-

edge, that there have been many grave problems, at least, in New
Zealand ?

Dr. GOLDMANN. Yes; there were difficulties for the two reasons I

mentioned before.
Senator DONNELL. Now, Doctor, you said that in Great Britain,
political expediency has brought about the inclusion of too many
large administrative units.
Dr. GOLDMANN. That is correct.
Senator DONNELL. Do you not think, Doctor, that such a difficulty

is easily possible to develop in our own country ?
Dr. GOLDMAN. Of course it is possible.
Senator DONNELL. Now,

octor,.in regard to the number of persons

that are required to administer the Compulsory Insurance Act, you
gave a figure of some 1 for every 2,000?
Dr. GOLDMANN. One full time employee for approximately 2,000

recipients of service.
Senator DONNELL. That is in Germany.
Dr. GOLDMANN. Yes.
Senator DONNELL. Now, I do not have the bodk right here at hand,
I do not think, but my recollection is that we had testimony here very
clearly some time back quoting from a book which said that the number
of persons in Germany, number of employees, was approximately 1 for
every 100. Do you disagree with that?
Dr. GOLDMANN. I completely disagree with it, because I had a chance
to watch things there for 12 years, and I have never had that
impression.
And here is the source where you can find accurate data on this:
Statistisches Reichsamt, Die Krankenversicherung (Federal Statistical Office, Sickness Insurance), which regularly published very detailed reports on all phases of sickness insurance. They always give
complete data on administrative costs, and so on.
In addition, at regular intervals they have special reports on administrative personnel. That can be checked very easily by going to
these official sources.
Senator DONNELL. The book to which I referred was one which I
do not have here, by Mr. Crownhart, which I have in my office. That
is the one that makes the statement.
Dr. GOLDMANN. I know Mr. Crownhart's book, and in fact I remember that very well. As I stated before, I can only repeat that his
statement does not tally with the official statistics.
.Senator DNNELL. Now, Doctor, going back to this question about
the expediency in Great Britain that has brought about the adoption
of too large a number of- administrative units; just reduce down to
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common, ordinary language, that we would use on the street, and
take the situation in our country.
Is it not easily possible that political pressure brought from all
over the country would tend to bring about, as it has in other phases
of governmental activity, a constantly increasing number of employees of the Bureau administering it, on the theory, perhaps, that
it is necessary to have more and more persons in each community,
such as the medical administrative officer, who has to pass upon the
need. for specialist and consultant services, under the terms of subdivision (d) of section 205, as an illustration
Is it not true that there is bbund to be-or if we do not say "bound
to be," at least apt to be, a strong pressure brought on Congress and
on the Surgeon General and on the Federal Security Administrator
to give more and more service, and more and more employees throughout our country?
And is that not apt to result, just as in Great Britain through
what you called expediency, and what you think of as political expediency? Is that not apt to result m an increasing number of
employees in the administration of this plan all over this Nation?
Do you not think that is true?
Dr. GOLDMANN. On the basis of available figures, I would be inclined
to believe that a program such as that visualized in S. 1606 probably
would require from 50,000 to 70,000 employees. That is on the basis
of available experience. I do not think that is much, because, after
all, you cannot have a service, and facilities, and so on, without having
an administration.
As I pointed out before, all the voluntary plans, of course, know
that. That is why they devote a good deal of their time to administration. ,
Now, I cannot think of anything worse than the development of a
huge system of tax-supported service, which employs the means test.
That, of course, is the alternative. The alternative, or one of the alternatives, would be a program limited to the low-income groups, and
to have tax support for that.
If you have that, you will need a large number of administrative
personnel for the purpose of checking on eligibility and determining
eligibility. That is going to be an enormous problem, and certainly
by far greater than anything you can expect under an insurance
program.
Senator DONELL. Well, Doctor, regardless of whether some
changes in this bill might increase the number, certainly to administer
this bill as it is written, in your judgment, would require from-I
believe you said sixty to seventy thousand persons.
Dr. GOLDMANN. I would say from 50,000 to 70,000. It depends,
of course, on the total number of persons covered.
The CHAIRMAN. Will you permit me to ask a question

Senator DONNEM. Certainly.
The CHAIMAN. Senator
agner, who has been a student of this
subject for a great many years, has pointed out that we already have
a Social Security Board set-up, and it is already administering a
social-security program of very broad character.
He points out that with very few additions it would be adequate to
administer this billS. 1 06, if it became a law.

2218

NATIONAL HEALTH PROGRAM

What have you to say to that Are you familiar with the present
set-up of the Social Security Board? '
Dr. GOLDMANN. Not enough to be able to judge on the statement.

But, some of this personnel may well be utilized for certain aspects.
Of course, you still will need some additional personnel, but that is a
relatively small number, as I pointed out.
The CHAIRMAN. But we already have a system of unemployment
compensation, for instance, where all of the workers of the country
are included; and then we have also the old-age benefits, and so
forth.
Dr. GOLDMANN. Yes, sir.

The CHAIRMAN. So"that many of the employees already operating

under the present Social Security Administration could take on some
additional duties.
Dr. GOLDMANN. There is no doubt about that. That should be

possible.
Senator DONNELL. Doctor, they are administering cash benefits

today rather than wholesale medical and surgical and dental and
nursing services; are they not ?
Dr. GOLDMANN. Who ?

Senator DONNELL. The Social Security organization.
Dr. GOLDMANN. You mean here' in this country ? The Social Secu-

rity Board here in this country ?
Senator DONNELL. Yes; the Social Security Board here ii this

country, the employees that chairman is speaking of, are handling
dollars and making the collection of funds and the disbursement of
moneys. That is what they are doing in the main; is it not?
Dr. GOLDMANN. No, sir; they do both.
Senator DONNELL. But so far as any wide distribution of services,

individual services, to people, is concerned, certainly this bill, S. 1606,
which would include doctors services, medical services, hospital services, dental services, nursing services, to 107 to 112 million people,
would include a vast number of functions that are not today being
administered by the Social Security Board.
That is correct; is it not
Dr. GOLDMANN. It would implySenator DONwELL. I say that is correct, is it not. Doctor?
Dr. GOLDMANN. Yes.
Senator DONNELL. Yes; certainly.

Now, I want to go back to Dr. Ochsner's testimony here. You have
never met the Doctor ?
Dr. GOLDMANN. I do not remember him right now. It may be.
I know several thousand physicians you know. If I see his face, I

might say, "Oh, yes; I know him."
Senator DONNELL. Could I ask you, before you forget it; you say
that you are not a practicing physician ?
Dr. GOLDMANN. Right now, I am not in practice.
Senator DONNELL. You have practiced; have you not ?
Dr. GOLDMANN. Yes, sir; of course.
Senator DONNELL. You are a member of the Yale University
faculty V
Dr. GOLDMNN. Right. For the last 9 years, I have been concen-

trating on research, teaching and consultant service, in organization
and administration of medical care programs.
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The CHAIRMAN. At this moment, Doctor, could you give us a little
of your background in medical education, and so forth?
Senator DONNELL. Including your practice in this country.
Dr. GOLDMANN. Yes, sir.

I am a graduate of the University of Berlin, Germany, having
studied medicine in Heidelberg and Berlin, schools which are known
to you.
Senator DONNLL. I am wondering whether the doctor is going to
start with his first medical experience or his graduate experience.
Would you be kind enough to just start out with your educational
background from the beginning, chronologically, if you do not mind,
Doctor?

Dr. GOLDMANN. Oh, yes; certainly.

I have studied medicine in Germany, at the Universities of Heidelberg and Berlin.
My medical degree was taken in 1920 at the University of Berlin,
after which I spent 2 years in the hospital, the usual routine, which
in Germany is called "assistantship." It is very much like internship
in this country.
From 1922 to 1929, I was affiliated with the City Health Department of Berlin in various positions, starting out as a research fellow,
and ending up as assistant director of the division.
From 1929 to 1933. I was with the Department of the Interior of
the German National Government. I was one of the three publichealth experts employed by the division of health services, in charge
of policy-making; that, I think, describes it best.
In 1933, I was fred by the Hitler regime because of what was called
my political convictions and because, as the letter of dismissal states,

I could not be regarded as a reliable servant. In this, they were
correct.
After this, I worked with the Health Section of the League of Nations as consultant, and was in Paris for a while. I mentioned that
before. I was in Paris making studies. After that, I was in China
in practice, primarily in laboratory work. I worked for 2 years at
the German Luxemburg border, and I was in Luxemburg in active'
practice and came to this country in 1937.
I do not know whether you need any further information. I am
the author of some 70 publications on problems of medical care.
I wish to point out that this problem of compulsory health insurance
to me is a rather incidental subject. Most of my writings concern
hospital affairs and other matters. But unfortunately, I have written
several times on compulsory health insurance, too, which is perfectly

understandable, because that is one of the problems involved; snd
sometimes people think I am only interested in this aspect, which is
not true.

Senator DONNELL. Doctor, were you born in this country or born

abroad?

Dr. GOLDMANN. I was born abroad.

I forgot to say that I am an

American citizen. I might also add that I worked for the Office of
Strategic Services in 1944, if this is of interest to you.
Senator DONNELL. Doctor, I do not mean by this question to make
the slightest implication against your loyalty.

2220

NATIONAL HEALTH PROGRAM

Dr. GOLDMANN. No, sir; you are welcome to any information you

wish to have, sir.

Senator DONNEL.. I have a very immediate reason why I am inter-

ested in knowing your background. I want to find out what experience you have had in this country, with its experience, sentiments,
and so on.

Now, you were born where?
The CHAIRMAN. One at a time, please.

Senator DONNEx.

Yes; I want him to tell everything fully.

Dr. GOLDMANN. I came to this country in 1937 and joined Yale

University at the School of Medicine, Department of Public Health.
Senator DONNELL. Yes.
Dr. GOLDMANN. Since that time, I have completely concentrated on

the study of medical care programs in this country. I have made
intensive studies in some 20 States, studying various types of organized
programs, industrial programs of medical care, voluntary health insurance plans, public medical care plans-that means tax-supported
services of all types-through Blue Cross plans, etc., and a long list.
On the basis of this experience, I have published a number of papers
and two books dealing with American policies and procedures in organizing medical care.
I think the number is about 15 or 20 by now.
Incidentally, I have just in print a series of four articles on
pending health legislation, which take up all the bills, not just the
Wagner-Murray-Dingell bill, but also the mental health bill and the
dental bill, and so on. I have copies here for you if you want them.
In other words, I have concentrated on- the study of developments
in this country, which I think I can do relatively easily because
of my former background and experience, because I am familiar with
the various factors involved. *
Senator DONNELL. Doctor, I have no question with respect to your

opportunity to know whereof you speak, and this is not said in the
slightest disparagement of you.
I think in evaluating the testimony of a witness, it is important
to know of his background, and I am sure you will not take any
offense at it.
Dr. GOLDMANN. Not at all, sir.
Senator DONNELL. I started to ask you a while ago where you were

born.
Dr. GOLwMANN. I was born in Germany, in the Rhineland.
Senator DONNELL. Do you mind giving us the date of your birth
Dr. GoLDMAxN. Not at all.
Senator DONNELL. What was that 9
Dr. GOLDMANN. January 2, 1895.
Senator DONNELL. 1895.

And your education prior to your pro-

fessional education was in Germany; is that right ?
Dr. GOLDMANN. Yes, it was the usual thing; what is called gym-

nasium. That is not quite identical with college, but you know that.
Senator DONNEL . Since you came to the United States in 1987,
you have been naturalized
Dr. GOLDANN. Yes, sir.
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Senator DONNELL. You are a naturalized citizen of this country
Dr. GOLDMANN. Yes, sir.

Senator DONNELL. And, Doctor, since you have been in this country,
have you practiced medicine or surgery at any time I
Dr. GOLDMANN. In this country I have deliberately refrained from
taking out a license, because I did not see any pomt in my going
into practice in this country, since I thought that my experience could
be much better utilized by going into public health work; which
I did.
Senator DONNEL. So you have not practiced medicine or surgery

in the United States of America
Dr. GOLDMANN. No, sir; and I am not planning to.

Senator DONNEL. All right.
Are you acquainted with Dr. Isadore Falk?
Dr. GOLDMANN. Yes sir.
Senator DONNELL. Have you been associated with him in investi-

gations and in conferences of one kind or another?
Dr. GOLDMANN. I believe that some 5 or 6 years ago, I was here
several times for conferences, and I would not be surprised if it was

more than two or three times. After all, you must not.forget that
I have beengiving consultant service to a number of Federal agencies;
in fact, the Department of Agriculture was the department for which
I worked a good deal in recent years, and I have made a number of
studies of their experimental health programs in rural areas.
You see, I also have done something for the Social Security Board,
as well.
Senator DONNEIL. What work have you done for the Social Security Board ?
Dr. GOLDMANN. They had some conferences years ago on problems

of prepayment plans, and there were 20 or 30 people invited, and

of course, I was invited, too, because I was regarded as an expert in

this field.
Senator DONNELL. Are you a member of the physicians forum, of

which Dr. Boas is the head?
Dr. GOLDMANN. NO, sir.

Senator DONNELL. Are you a member of any societies, medical
societies, in this country ?
Dr. GOLDMANN. Yes, sir.
Senator DONNELL. Which ones

Dr. GOLDMANN. The Americari Public Health Association.
Senator DONNELL. Any others?
Dr.. GOLDMANN. Oh, yes. The American Academy of Political and
Social Science, the American Association for the Advancement of
Science, and so on, and so forth.
The CHAIRMAN. Is that American Academy of Medical Science the
institution that Dr. Baehr is connected with I
Dr. GOLDMANN. No, sir. Mr. Baehr is connected with the New
York Academy of Medicine.
Senator DONNELL. Are you connected with the Committee for the
Nation's Health, Physicians Committee for the Nation's Health
Dr. GOLDMANN. Yes; I have signed their statement.
Senator DONNELL. You have signed their statement?
85907-4---pt. 4---21
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Dr. GOLDMANN. Yes; concerning voluntary health insurance.
Senator DONNELL. Are you a member of the Committee of which

Mr. Ickes is the head, or the acting head?
Dr. GOLDMANN. I do not know what you mean.
Senator DONNELL. I do not recall the exact name of it: Professional

and scientific society of some type. He testified before us some
weeks ago.
Are you a member of that committee?
Dr. GOLDMANN. I am sorry.

I do not know, sir, what you are

referring to.
Senator DONNELL. Now, Doctor, I wanted to ask you just a few
things along these lines:
Dr. Ochsner testified about the tendency that he thinks people
have, when you have governmental insurance at your beck and call,
so that you are entitled to it at any time, to seek treatment when they
really do not need it.
Do you think that that tendency has manifested itself in foreign
countries?
Dr. GOLDMANN. There is a certain tendency on the part of a small
number of people to make excessive demands. There is a certain
tendency on the part of a small number of doctors to give excessive
service. That has been experienced in every country in the world
and is exactly what I have been told here by my friends, who are
administering public medical-care programs in this country. That
seems to be an international feature.
I would put it this way: I would say that the vast majority of the
people-shall we say 90 to 95 percent, probably-are honest and
decent and fine people who do not want anything they should not have.
Senator DONNELL. Doctor, I do not think Dr. Ochsner's point was
one which attacked the integrity of the people. He was dwelling on
what he thinks, I judge, is a psychological fact, that is to say, if I do
not feel well some morning, if I have free Government insurance

around the corner, I am apt to go around there, even though I would
not do it if I did not have free insurance.
Dr. GOLDMANN. That is perfectly correct, and that statement is

perfectly valid.
The only problem now is how should we interpret such a situation
Shall we discourage the people from seeing the doctor early and
getting his advice, or shall we encourage people to place confidence
in him, even at the risk of finding there is nothing wrong?
Now, I believe in preventive medicine.
Senator DONNELL. Yes.
Dr. GOLDMANN. And you cannot practice preventive medicine un-

less you make it easy for the people to see the doctor and get his
advice.
In my opinion, it is a very grave mistake to make it difficult for
people to see the doctor.
Now, we have to pay a price for that. If we want to practice preventive medicine, we have got to admit the fact that there will be
people who come in, although in our own judgment they do not need it.
But, sir, the patient is no diagnostician. He is no expert. He does
not know anything about the nature of the disease, but he would like
to know about his trouble.

/
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I would like to go a step further: The moment you have a wellorganized social service, then all the problems of the patient will be
met, because many of his troubles are troubles which do not fall into

the sphere of medical units after the diagnosis has been made, but
which fall really in the field of social case work. And you cannot
have social case work in individual practice, because no individual
doctor can afford that.
Senator DONNELL. I think Doctor, the point, at least in my own
mind, to which Dr. Oschners testimony led, was not any criticism
of the individuals who would avail themselves of those services, but
rather as tending to show that this type of bill, which gives everybody all of the treatment he needs, is going to provide such a tremendously heavy load that the physicians in this country are not
sufficient in number to provide these services.
Dr. GOLDMANN. All right. The ratio of doctors in active practice
to population in this country before the war-and I am now talking
about physicians in active practice-was one physician for approximately 900, or something like that. That is the figure. I do not recall
the details, but it was something like 1 for 900.
In foreign countries with compulsory health insurance, the ratio
was 7 for 1,200, 1 for 1,300, 1 for 1,500. In short, if you look at the
ratio of doctors only not wondering about their qualifications we have
a relatively favorable ratio in this country.
Senator DoNNEL. Doctor, have you made any study to determine
whether or not the number of doctors in this country could provide
the services that are required and are guaranteed, I take it, by S. 1606,
to the people of this country I
Have you studied that question 9
Dr. GOLDMANN. I have not made a study, because, as I pointed out
before, I am interested in the general field, and not necessarily in all
the details.
Senator DONNELL. I see. The point I aim getting at is the point
that was made by one of our witnesses a few days ago, which I termed
the "selling short" point; that if we pass this act, the Government is
agreeing to give all these services, is agreeing to give them, as I gather
from your testimony, at any rate, from physicians, a large majority
of whom are opposed to the plan. And, at any rate, there is a positive
guaranty in the bill, as I read it, to give these services.
His point was that there are not enough doctors in the country to
give what this bill is guaranteeing to give.
Now, I understand you have not studied the statistics on it and
are not this morning testifying as to whether he was correct or not.

Dr. GOLDMANN. I do not think Icould, but the point is simply this:

it depends upon the number of doctors who would render service. I
do not know about this.
Senator DONNELL. Now, Doctor, you referred to the quality of service abroad. Are you able to tell us, generally speaking,.if you would
be willing to express your opinion along that line,. how the quality of
service of physicians and surgeons in the United States today compares with the quality of service which you generally find in Great
Britain or Germany
j

.
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Dr. GOwLDANN. Well,: this problem has been studied by a large
number of experts, and none of them was able to answer this question,
for the very simple reason that you do not have a yardstick with
which to measure quality.
What you can do is to define the qualification of doctors, the qualification of specialists, let us say, and see how that compares with this
country.
What you can do is to compare the services received and find out
whether they represent the best in medicine in our opinion.
But it is a nearly impossible job to compare quality in general, simply
because quality is nothing you can express in terms of figures or anything else. There are a lot of subjective elements in that.

Senator DONNELL. You would not, therefore, undertake to answer a
question here as to whether or not the quality of service rendered
in this country generally speaking compares favorably with the
quality of service rendered in Great Britain or Germany?
Dr. GOLDMANN. I cannot answer this, for the reasons stated..
Senator DONNELL. Very well.
Now, Doctor, I am not going into all the detail of this bill. We
would be here all day toda and tomorrow, too, if we started that.
I do want to ask you only a few questions along one line, and that
is this:
Take a case of a patient who is down sick with some disease and
feels that he is getting worse, and does not have confidence in the
doctor that is treating him.
Do you think that there is sometimes an advantage in the patient
being entitled to change doctors under a situation like that ?
Dr. GOLUMANN. I do think a patient should have the right to change
his doctor, provided there are valid reasons for such change. I am
very much opposed to an unqualified statement to the effect that a
change of doctor should be made possible. Because experience has
shown-and you will find that true right here in the District of
Columbia and everywhere-that the patients do what is called "shopping around" from one doctor to another. That is neither in the
interests of the doctors nor in the interests of the patients, nor in the
interest of the taxpayers. In other words, if the patient has a valid
reason why he wants to have another doctor, he should have another
doctor.
Senator DONNELL. After all, the patient and his family are trying
to look at it from what they think of as the best interests.
Dr. GOLDMANN. Right, sir.
Senator DONNELL. And there is a certain degree of presumption of
correctness in theirjoint decision, is there not
Dr. GOLDMANN. Yes of course.
Senator DONNELL. dOW, Doctor, under this S. 1606, as I see it, if
the per capita system is prevailing in a given community, and I live
in that community and Iam taken ill, and I have already signed up
to go to Dr. Jones, and as he progresses with my case I do not think
he is handling it properly, and then I say, "Well, I want to leave and
go over to Dr. Williams," but lo and behold, Dr. Williams' panel list
is complete and he cannot take any patients: do you not think in a
case like that there is apt to be a grave hardship to myself as a patient.
when I want to leave Dr. Jones and go to Dr. Williams, and I find
that Dr. Williams' list is filled and he cannot take me I
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Dr. GOLDMANN. Well, it is a hardship, and it happens every day in
this country. It happens every day. You will want to have that outstanding man, and that outstanding man will tell you, "I cannot take
you now, but I can give you an appointment for later."
I experienced that a few days ago myself, incidentally: "I can give
you an appointment 6 weeks from now."
So there you are.
Now, a doctor who is much in demand of course also will lose a
patient once in a while.
Senator DONNELL. Yes.
Dr. GOLDANN. And there will also be what we might call vacan-

cies, do you not see So if you really want to have the services of
that other doctor, I do not see any difficulty in that.
Senator DONNELL. Doctor, I think we might differ on that.
As I read the bill, if Dr. Williams' list is filled, it is filled, and if I
want to go on there, I cannot go on because the Surgeon General has
the power to designate the maximum number of patients that any
doctor may take where the per capita system prevails.
However, we agree, do we not, that regardless of whether that
difficulty exists today, it is a grave thing from the standpoint of the
particular thing in the individual case.
Dr. GOLMANN. Well, that depends on the individual case.

I have discussed that with very many of my friends in practice,
this very point and they tell me very franldy that sometimes they
are dealing with patients whose motives for coming to them are not
quite clear, do you not see?
I am not prepared to say that the list is closed for good. A list
changes every 3 months, every 6 months, because there are always
patients who want to change, and that is fine, and I am very much
in favor of making it possible for patients to change. But I do not
think that that is a serious shortcoming of the bill.
The CHAIRAN. Doctor, if the bill, in its pAsent form, does not
permit the elasticity which should exist there, it cold be very easily
remedied by amendment, could it not
Dr. GOLDMANN. Yes, of course.
The CHAIRMAN. So that, even though a doctor's panel is completely

tilled, there is no great difficulty in having him take one more patient?
Dr. GOLDMANN. I believe that a reasoable administration always
would adjust such things.
In fact, I cannot think of any administrator who would be that

Atupid.

Senator DoNNELL. Doctor, you as I gather, are inclined to think

that there is a trend toward professional control of medical affairs;
is that right?
Dr. GOLDMANN. Yes.

Senator DONNELL. And you regard that as a wholesome trend

Dr. GOLDMANN. I believe that is one of the most important elements
in this whole picture: the professional direction and supervision of all
professional matters. This is the heart of the whole administrative
organization.
Senator DONNELL. Well, then, Doctor, what do you think of a provision in this bill which subordinates the Surgeon General of the
United States to the Federal Security Administrator; who, under the
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law, is not required to be and today is not a member of the medical
profession
Dr. GOLDMANN. Well, I do not thi klthere is any need for the Federal Security Administrator being a member of the medical profession, because he has very many other things to administer.
But the Surgeon General is the chief of this service, and that is
what counts.
In other words, it is an established principle of a sound, public
administration to have at the head of an administrative unit giving
specialized service, a specialist; which does not mean that this specialist is not responsible to some other persons appointed on a political
basis. That is a perfectly sound thing; as long as the professional
people have the necessary authority to do what in their professional
judgment has to be done.
Senator DONNELL.-In this connection, Doctor, I would again read
into the record, this language in section 204 (a) :
There is hereby established a National Advisory Medical Policy Coungil (herein
referred to as the "Advisory Council") to consist of the Surgeon General as
Chairman and 16 members to be appointed without regard to the civil-service

laws by the Surgeon General and with the approval of the Federal Security
Administrator.

Also, the fact as set forth on page 38 of the bill, that the Surgeon
General:
* * * with the approval of the Federal Security Administrator, shall prescribe and publish such rules and regulations and require such records and reports, not inconsistent with other provisions of this act, as may be necessary to
the efficient administration of this title.

And also, the general provision in 203 (a) that:
The Surgeon General of the Public Health Service shall perform the duties
imposed upon him by this act, under the supervision and direction of the Federal
Security Administrator.

Are you familiar with those provisions of the bill?
Dr. GOLDMANN. Yes, sir.

The CHAIRMAN. Doctor, if you have any suggestions to make with
reference to proposing an amendment to any of the provisions of
this bill, we would be glad to have you make them. Because, of
course, that is the purpose of this hearing: if there are any defects
in the legislation, which would prevent a proper administration of
it, we want to find out about it.
This bill is not necessarily a "must" bill just in its present form.
It is subject to amendment by the committee when we come to study
it in executive session.
Dr. GOLDMANN. Yes, sir.
I have here before me a few copies of a series of papers which have
appeared in the New England Journal of Medicine. One of these
papers deals with the national health bill in detail and contains a
rather lengthy discussion of provisions, in which I have taken the
liberty of suggesting certain improvements which I think should be
made.
The CHAIMAN. Is that statement amongst the other statements
which you are prepared to leave with us for the benefit of the committee
Dr. GOLDMANN. Yes, sir.
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The CHAIRMAN. Then we would be very glad to have them filed with

the committee as part of your testimony.
(The information referred to is as follows:)
[The New England Journal of Medicine, May 16, 1946]

HEALTH BILLS PENDING IN CONGRESS

PART ONE
Franz Goldmann, M. D. New Haven, Conn.

d,,,,,,,

The fight over a national health program is on. An unprecedented number of
bills for the improvement and extension of health services is pending in Congress.
We may be confused by this flurry of legislative activity and may differ in our
opinions about the merits of these bills, but we may be said to be at heart
on the side of any program designed to adjust the health services to the rapid
progress of medical science and the profound socio-economic changes that have
taken place since the nineteenth century.
Naturally and inevitably, one question is immediately raised. Is there any
need for a nation-wide health polly as contrasted to local development of
health programs? To answer this question one must define the unmet needs.
PULBUC-HEALTH SERVICES

There is need for the extension and strengthening of the basic public-health
services. Despite creditable achievements in the development of communitywide services designed to prevent illness and promote good health, the goal is
far from being reached. Full-time health units are operating in less than two
thirds of all countries, and many of these are without adequate staffs and
sufficient funds. The annual per capita expenditure for local health work is
$0.61, whereas about $1 would be necessary to meet at least the most urgent requirements, and $2 to $2.50 to meet them all. But the problem is not only one of
allotting more money; its solution also requires a reorganization of administrative structure.
Historically, the responsibility for the administration of local health services
has been vested in the city, town, village, or township. Many of these units
are too small in population or too weak in resources to employ the necessary
full-time public-health personnel. After years of study, a committee of the American Public Health Associationa headed by Dr. Haven Emerson, has proposed a
plan whereby the 8,070 counties and their contained cities in the United States
can be served by 1,197 units of local health administration. More than twothirds of these units would serve several counties. It is imperative to create
service districts rather than to continue the administration of public-health
services by small political units.
FACILITIES FOR MEDICAL CARE

There is need for more hospital beds, for better distribution of the various
types of hospitals, and for improvement of the quality of many facilities for
medical care. In response to an ever-growing demand, the number of hospital
beds in this country has increased from about 35,020 in the early 1870's to 1,729,945
in 1944, or from approximately 1 bed to more than 12 beds per 1,000 population,
although it must be borne in mind that some 550,000 beds are in Federal hospitals
restricted to certain groups.
Despite and because of this great progress, we must not rest on our laurels.
There are shortcomings that ought to be eliminated. The over-all bed rate falls
short of present standards. According to the prevailing opinion, 4.5 beds in
general hospitals are necessary for every 1,000 persons, but the actual rate is
below 4.0. In mental hospitals 5.6 beds would be necessary, but only 4.6 beds
are available. In tuberculosis hospitals there is need for 2 beds for every death
This is the first of a series of four lectures on medical sociology given at the Harvard
Medical School during February and March 1946. They were sponsored by the Depqrtment of Preventive Medicine and wereprimarly intended for third-year students.
2 Associate clinical professor of public health Yale University School of Medicine.
' Emerson. H., and Luginbuhl, M. Local Health Units for the Nation. New York: The
Commonwealth Fund, 1945, p. 4.
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from this disease, but there are available only 1.3 beds per death from tuberculosis. Obviously, a substantial number of additional beds must be provided
to meet the requirements of the time. No illusion should be entertained about
the magnitude of this task.
The distribution of t)e existing hospitals is extremely uneven. At present,
the best supplied States have about three times as many hospital beds per 1,Q00
population as do the States with the lowest bed rates, and this inequality is
even greater when only the general hospitals are considered. Hospitals are
located where money is abundant and where there is enough wealth to build
them and enough purchasing power to pay for their services. The wealthier
States comprise about one-quarter of those in the Union. The poorer parts of
the country, the very.regions undersupplied with hospital beds, have more need
for modern-treatment services.
Certain types of facilities are conspicuous by their rarity. This applies primarily to chronic-disease hospitals and convalescent hospitals, which are necessary for the proper and humane care of the sick as well as for the effective and
economical operation of general and special hospitals.
To place emphasis on the number, rather than the quality of medical-care
facilities would be to ignore a fundamental of hospital policy. The hospital
at its best is a superb institution. Many hospitals meet the highest standards,
but many others need to be improved, and hundreds of institutions in actual
operation are hospitals in name but. primitive infirmaries in'fact. At present,
approximately two-third of all hospital beds are in hospitals approved by the
American College of Surgeons as meeting the standards considered fundamental
to good hospital care, and most of them are in the large cities. It is noteworthy
that the American College of Surgeons excludes hospitals with less than 25
beds from inspection and approval. According to a special survey made in 1939,
nearly one-third of all registered and nonregistered facilities for medical care
and more than one-third of such general and related hospitals had fewer than
25 beds. In 1944, it was found that nearly one-fifth of the hospitals registered
by the American Medical Association had less than 25 beds. The excuse for the
existence of such small facilities is that many of these hospitals offer the only
in-patient service in small communities. All the facts point to the necessity of
reorientation of hospital policy to assure high standards of care throughout the
country.
The shortcomings mentioned have discouraged highly skilled physicians from
settling in small communities and have induced those practicing in small communities to move to large cities at the earliest possible moment. They have
deprived many a country doctor of easy access to a hospital and of the opportunity for intellectual growth and technical assistance.
Since the increase and expansion of hospitals have taken place without overall planning, governmental and nongovernmental activities in the hospital field
are uncoordinated. They duplicate each other in some communities and are
entirely lacking in others. What is needed is a Nation-wide hospital policy devised, accepted, and carried out by all groups concerned, and concerted action
rather than isolated effort.
District health centers, although they are essential to successful public-health
work, have just begun to develop. At present they are intended to attain a
functional and administrative coordination of all local health activities by
housing under one roof a variety of clinics and also 'certain bureaus for the
administration of health work within districts. In connection with the formulation of plans for an integrated hospital system, the potential value of publichealth centers to broad health programs has been the subject of much debate.
It might be wise to develop the old type district health centers into centers of
both preventive health activities and medical care for the whole community by
making them the headquarters of physicians and related groups in private practice as well as of personnel employed by public and private agencies.
DISTRIBUTION OF PHYSICIANS

There is need for better distribution of competent physicians and members of
allied professions. The large majority of the physicians in actual practice are
graduates of approved schools, but many of the older physicians have had little
opportunity to do more than occasional postgraduate work. Early in 1942,
about every fifth physician reported himself as a specialist, but only about
18,000 names were listed in the Directory of Medical Specialists.
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There is a good deal of disagreement concerning what constitutes a satisfactory ratio of physicians to population. Before the war, there was 1 doctor
in active practice for every 935 persons, and this ratio was unsurpassed by any
other country. How many physicians will be needed in the future is problematical. The only experience gained relates to organized programs operating on the
basis of full-time group practice. Some of these plans, rendering complete service, need 1 physician for 1,000 persons and others 1 for every 1,200. What
is not known is the ratio of physicians to population under a broad health
program operating on the basis of the individual practice of medicine. In estimating future demand, allowance must be made for full-time service by physicians in public-health work, for the administration of hospitals and clinics and
medical-care programs and for special services, such as those of the Veterans'
Administration.
The distribution of physicians leaves much to be desired. At present, they are
concentrated in densely populated areas, large urban centers and relatively rich
sections of the country; they are rare, if not lacking, in thinly settled areas,
small communities, and relatively poor sections. As might be expected, the location of doctors in the past was primarily influenced by the purchasing power of
the people in a given community and to some extent by the availability of good
hospitals and social and educational advantages. Significantly, the largest
number of physicians per unit of population was found in the sections of the
country with the largest dollar amount of retail sales per capita. Equally significant is the fact that the accredited specialists, with negligible exceptions.
are practicing in large communities with good hospitals.
ORGANIZATION OF PROFESSIONAL SERVICES

There is need for organization of professional services according to the
requirements of the time.
With the rapid advance of scientific medicine, the sum total of knowledge and
skill has become so great that it cannot be mastered by any single person.
The family doctor loses his patients, since people expect more than before from
the physician and tend to consult a specialist without first seeing the general
practitioner. Inevitably a growing number of-young physicians, for one reason
or another, are anxious to specialize in one of the many narrowly bounded
specialties and refuse opportunities to gain experience in general practice.
All too often the patient is regarded as a mere aggregation of parts, seen only
through an optical' instrument, and is referred from one specialist to another
without receiving the services of a physician. The following story written by
a British physician,' speaks for itself.
The need for the general physician is illustrated in this true story of six
specialists and no doctor. There was a man with inframammary pain who
betook himself to a cardiologist, who suspected a spinal-cord lesion and sent
him to a neurologist, who diagnosed spinal osteoarthritis and sent him to a
radiologist whose X-rays revealed nothing. * * * Being still in pain he went
a little later to a chest specialist who discovered nothing but suspected a psychoneurosis and sent him to a psychiatrist who refused to get to work until the
man had been to a clinical pathologist who reported that all blood examinations
were normal. The patient returned to the psychiatrist and was still in conference
with him when last heard of.
One is therefore Justified in asking whether the wheels of history are to be
turned back and specialization is to be curbed, or whether the family doctor
shall be strengthened by being made the link between patient and specialist. The
answer is clear. Effort must be concentrated on the smooth cooperation of general practitioners and specialists, so that the general practitioner can readily
be the family doctor, the specialist can complement him as he ought to, and
the patient can receive the optimum in quality, efficiency, and economy of service.
The wide recognition of the need for a new approach to the organization of
professional services explains the current interest in the development of group
practice of medicine.
It is high time to proceed to sound organization of more group-practice units
of different types in large cities and smaller communities, so as to gain experience about the best method of organization and the potentialities and lmita
tions of this form of medical practice.
* Hubble, D.

Future of Family Doctor: Lancet 2: 462, 1940.

2230

NATIONAL HEALTH PROGRAM
EXTENT OF MEDICAL CABE

There is need for more and better treatment of disease and defects. Innumerable studies on this subject have appeared. A digest of statistical data fills
a volume of more thin two hundred pages. 5 The findings differ in detail but are
alike in regard to the essential facts.
The extent to which medical care is actually received depends largely, although
not only, on ability to pay. This is contrary to American ideals, which call for
equal service to all according to need. In general, persons in the high-income
brackets receive relatively much more service-and in many cases better carethan do those in the middle-income and low-income groups, although the need
for service tends to increase with decreasing income. The proverbial statement
that the rich and the poor receive good service is correct with respect to those
of the former who have chosen their parents well and consequently do not
have to worry about their sickness bills and for those of the latter residing in
large cities and for those living outside large cities when they need hospitalization.
Until a few years ago there was a large group of forgotten men and womenthe self-supporting persons with low moderate incomes. It is of great significance that the picture has begun to change since the development of voluntary
health-insurance plans. There is accumulating a large body of evidence showing
that the removal of the economic barrier between those ready to render service
and those demanding medical care eliminates much of the inequality of service
so typical of earlier times. A pertinent example is afforded by the experience
of Blue Cross plans. The studies of the Committee on the Costs of Medical Care,'
based on the famous investigation by Roger I. Lee and Lewis W. Jones, arrived
at the conclusion that 107 admissions per 1,000 population would be necessary
to provide satisfactory hospital care. Actually, the average number of admissions
among the 20,000,000 persons covered by Blue Cross plans is 107 per 1,000 eligible

persons. It should be borne in mind that the majority of the subscribers to the
Blue Cross belong to the middle-income group and before the initiation of insurance programs received only half the amount of hospital care that they now obtain. Twenty million persons constitute only a fraction of the total population,
however, and the situation in general leaves much room for improvement. According to the United States Public Health Service,' in 1942 the civilian population
of the continental United States obtained in non-Federal general and allied special hospitals care equivalent to 0.92 day per person. This compares with 1.4 days
believed to be necessary. In Massachusetts, the number of days of hospitalization was 1.4 per person per year, but in Mississippi it was only 0.3.
The gap between the volume of service actually received and the standards
of good medical care is much greater if service outside the hospitals is considered.
In 1945, about 5,000,000 persons were enrolled in voluntary prepayment plans
covering physicians' services and the majority were eligible for limited service
only. In many rural areas and small communities professional service is received
only in emergencies. In dental care, the extraction of teeth is the service most
frequently performed, and conservation of the teeth and prophylaxis play a distinctly minor role.
The question of adequacy or inadequacy of medical care has been, and still
is, the subject of heated discussions. Some medical authors have consistently
denied that there is much inadequate medical care. The results of the selective
service examinations came as a shock to those who had been doubting Thomases,
but did not surprise those who had closely studied the many surveys of health
conditions in various economic groups and in urban and rural areas. By April
1945 nearly 5,000,000 male registrants, or 30 percent of those examined, had been
classified as unfit for military service. Of the young women applying to the
Women's Army Corps, over one-third had been rejected because of physical and
mental defects. As Dr. Roger I. Lee" has remarked, the figures are sobering.
However one interprets these data, it is certain that the health conditions of these

young men and women in the prime of life are nothing to be proud of.

In this

connection it deserves mention that a total of 1500,000 young men inducted with

defects were readily rehabilitated for military service, and this experience clearly
5 Social Security Board. Medical Care and Costs in Relation to Family Income. Bureau
Memorandum 51, Washington, D. C., 1943.
SFalk, I. 8., Klem, M. C., and Sinai, N. The Incidence of Illness and the Receipt and
Costs of Medical Care Among Representative Family Groups.
mittee on the Costs of Medical Care, Chicago 1983, p. 124.

SHealth Service Areas.

Health Service, 1945, p. 5.

Publication 26 of the Com-

Public Health Bulletin 292, Washington, D. C.: U. S. Public

SLee, R. I. What Is Adequate Medical Care?

J. A. M. A. 129 : 989, 1945.
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proves that much can be achieved by providing for more and better medical care.
What, then, are the major reasons for the existing inequality of service? Many
persons go without adequate medical care because they lack the money to pay for
it and are unwilling to accept charity. Some do not seek it because they are
not health-conscious or prefer to rely on the drug clerk, an almanac or the advice
of the old woman next door. Still others do not desire the services readily available to them, believing that they will not get their money's worth. Everyone
knows that there is illness and defect for which little can be done in the light
of present knowledge but it should be realized that there is also much illness
and defect for which much could be done.
COST OF MEDICAL CARE

There is need for organization of group payment for medical care. - Authors
writing for popular consumption often refer to "the romance of medicine."
The story of the advance of medical science does read like fiction, but unfortunately there is another side to this picture; hospital bills and doctors' charges are
nonfiction.
The rise of scientific medicine has greatly increased available knowledge and
skill and made medical care more efficient than ever. With this, medical care
has become more complex and more expensive. Profound economic and social
changes have had a strong bearing on need, demand and ability to pay for all
the services that modern medicine has to offer, with the result that the gap has
been'widening between medical science and medical practice.
The actual medical expenditures of a large fraction of the population are
insufficient for adequate care, and they are ill related to the actual needs. People
spend primarily on such services as are readily available and economize on those
that cannot be easily obtained. They are inclined to make certain expenditures
that would not be necessary to the same extent were there a complete program
of medical care. Proportionately, medical-care expenditures do not figure largely
in the total expenditures of the average family. The patient who has to carry
the full burden of costs when they occur, however, finds neither consolation nor
help in the knowledge that the average costs of medical care represent a small
fraction of the expenditures of all families. What matters to him is that he hasto pay for the service. Medical costs are unpredictable, unbudgetable and often
unbearable. As the head of a family of four with a combined family income of
$1,800 once remarked, "If I get sick I go broke paying the hospital and doctors.
Then I worry so that I get sick again."
The full benefits of scientific medicine cannot be reaped unless available knowledge and skill are applied to all the people, and this implies the development of
organized payment plans designed to make the cost of medical care predictable,
budgetable and bearable. We cannot afford not to develop organized payment
plans, because they serve the interests of all-the patients, the health professions,
the hospitals and the Nation. The average expenditures of all families and
individuals for medical care are fairly constant and in recent years have constituted 3.5 to 4.0 percent of their incomes. The country as a whole spends
4 percent of the national income on all health services. This money, if spent
wisely, can buy more and better service for all.
DISABILITY

There-is need for protection of the Individual and the family against economic
losses resulting from disabling illness. Serious disease brings with it not only
high expenditures for professional and institutional services but also substantial
losses in income, depletion of savings of both. As stated by a California senate
committee,' "Under the present system a siege of sickness brings many families
to bankruptcy."
Provision medical care alone cannot solve all the problems of the sick. Protection of the patient from want caused by reasons beyond his control is a
fundamental function of any organized social order based on moral principles.
Moreover, quick and thorough restoration of health can be accomplished only
if the patient is able to maintain a reasonably fair standard of living during the
time he is prevented from working and earning. Provision for the financial support of those temporarily disabled by illness must go with any medical-care
program if waste of money and effort is to be avoided. Provision for persons with
* Report of the California Senate Committee to Investigate the Advisability of a Health
Insurance Act. Fifty-first session: April 12, 1985, p. 17.
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long-term disability is a necessary part. of a comprehensive social-security
program.
MEDICAL RESEARCH

There is need for broad and deep research in medicine, its underlying sciences
and its social use. In the past, research in the cause, prevention, and treatment
of disease depended largely on support from endowment income, gifts, and foundation grants. Powerful indeed was the influence thus exerted on medical research, and great were the accomplishments of those research workers fortunate
enough to obtain some modest support for important projects. But all too often
long-term fundamental research in clinical medicine and the basic sciences had
to be sacrificed for short-term and fragmentary research, if not solely for confirmatory studies or barren projects. Studies of prime importance had to be
discontinued prematurely because of lack of money, whereas studies of secondary
importance were carried on because they were financed by earmarked funds.
Preoccupied with clinical studies, most of the medical schools neglected research
in the socioeconomic aspects of illness and of medicine. Institutions other than
the prominent universities found it difficult to develop adequate research programs. 'Many gifted research workers, unable to afford the financial and personal sacrifices expected of them, left institutions of higher learning to accept
positions with industrial companies or other organizations willing to give them
both the opportunity to concentrate on their chosen fields and the necessary
implements.
As Dr. Vannevar Bush " has said so well, "Further progress requires that the
entire front of medicine and the underlying sciences of chemistry, physics,
anatomy, biochemistry, physiology, pharmacology, bacteriology, pathology, parasitology, and so forth, be broadly developed." To this list one may add the
socioeconomic and psychologic aspects of illness and the socioeconomic aspects of
medicine.
The constant and rapid increase in the cost of medical research, coming at a
time when the old sources of income are dwindling, has thrown the whole problem into sharp relief. The experience during the war has clearly shown how it
can be brought closer to a satisfactory solution. It is now widely recognized that
substantial support from tax funds is necessary if research in medicine, its
underlying sciences and its social use, is to be developed as intensively and extensively as it ought to be at the threshold of the atomic age. Intelligent cooperation is needed in establishing an adequate research program: voluntary organizations, public agencies, and individuals must be brought together in the place of
reliance on the isolated efforts of a few organizations and some philanthropists,
and international cooperation in research must be fostered. Since the fateful
day of August 1945 on which the atomic age was ushered in, it has become
clear to all but those trying to escape from reality that the development of a
better social and economic order depends largely on the international cooperation
of the intellectual workers and scientists. One may well paraphrase an old
rallying cry by saying, "Scientists of the world, unite " This is the banner we
must hold high in the future.
MEDICAL EDUCATION

There is need for support of undergraduate and postgraduate medical education. The future physician should be competent in health guidance as well as
in the diagnosis and treatment of disease. He should also have an understanding
of the socioeconomic 'relation of his profession and be able to participate in the
formulation and operation of health programs.
Reorientation of the curriculums of medical schools along these lines is in
process. The development of broad and effective teaching programs requires
full-time teaching, and this means additional funds to provide the medical schools
with men of high caliber who are ready to make teaching a career.
Not less important is a new policy in regard to the selection of students of medicine. At present, many promising young men and women find it difficult, if not
impossible, to study medicine because they lack the money for the long period
of education. The available scholarships are few. Moreover, there seem to be
medical schools that restrict the number of students from certain groups. This
impression was confirmed by recent events in the state of New York. In regard
Science: The Endless Frontier.
Printing Office, 1945, p. 9.
"oBush, V.

184 pp.

Washington, D. C.: Government
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to adequate educational provisions for Negro students, the record is anything
but unblemished.
The great upheaval of the war has brought with it a wave of enthusiasm for reinterpretation of democratic concepts. The training program of the armed services, whatever may be said against it, certainly had one excellent feature. It
made it possible for qualified young men without resources of their own to study
medicine. This is democratization of education, and from this principle there
should be no retreat. If the individual is to be given the freest possible play for
his talents, a large number of adequate scholarships must be provided for promising young men and women planning to enter the medical profession.
DEMOCRATIC IDEALS

The task now facing this country is gigantic. It is beyond the power and the
financial resources of any individual, any single group or any single State, and
requires Nation-wide effort for its execution.
In reviewing the facts, repeated reference has been made to the relation of the
various problems to democratic ideals. To give this presentation its proper
perspective a few remarks may be added on the philosophy underlying the present movement for a national health program.
The Virginia Bill of Rights of 1776 stated that all men have certain inherent
rights, namely, "the enjoyment of life, and liberty, with tie means of acquiring
and possessing property and pursuing and obtaining happiness and safety." The
Declaration of Independence, emunciating the fundamental democratic tenet that
men possess the natural rights of life, liberty, and the pursuit of happiness, did
not go so far as the Virginia Bill of Rights. By tacit consent, however, the words
of the Declaration of Independence have been interpreted as including the right
to obtain health service.
With the evolution of democratic thought its individual doctrines, particularly
those of equality, freedom and social justice, have assumed new meanings. Abstract objectives are being redefined and clarified in the light of the needs and
potentialities of the present civilization. A growing number of statements include in the fundamental human rights the right to medical care. A report made
in 1939 by a Senate subcommittee states: "
"The ideals and principles of American democracy call for equality of- opportunity. Such equality of opportunity certainly cannot exist unless all groups
in the population have access to those health services needed to prevent and cure
disease, and to promote vitality and well being."
There is nobody in this country who would object to this statement. The
difference of opinion arises when the methods of social action come up for discussion. Some people question the feasibility of over-all planning for health
service, talking deridingly of "planomaniacs" or flatly refuse to accept any
change in existing patterns. Those holding such opinions should remember
Thomas Jefferson's words:
"I am not an advocate for frequent changes in laws and constitutions. But
laws and institutions must go hand in hand with the progress of the human
mind. As that becomes more developed, more enlightened, as new discoveries
are made, new truths discovered and manners and opinions change, with the
change of circumstances, institutions must advance also to keep pace with the
times."
HEALTH BILLS PENDING IN CONGRESS
PART Two
Franz Goldmann, M. D.,' New Haven, Conn.
On November 19, 1945, President Truman sent a message to Congress requesting
legislation for adoption of a national health program. In it, he stated: "We
should resolve now that the health of this Nation is a national concern; that
financial barriers in the way of attaining health should be removed; that the
health of all its citizens deserves the help of all the Nation."
1 U. S. Senate. Preliminary Report from the Committee on Education and Labor on
8. 1620. 1st sees., 76th Cong.: Rept. 1139, August 19839 p. 17.
1 This is the second
of a series of four lectures on medical sociology given at the Harvard
Medical School during February and March 1946. They were sponsored by the Department
of preventive medicine and were primarily intended for third-year students.
s Associate clinical professor of public health, Yale University School of Medicine.
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To meet present problems the President 8 recommended the adpotion by Congress of "a comprehensive and modern health program for the Nation, consisting of five major parts, each of which contributes to all the others." The proposals deal with -construction of hospitals and related facilities, expansion of
public-health, maternal and child-health services, medical education and research, prepayment of medical costs and protection against loss of wages from
sickness and disability. Immediately following the reading of this message, the
new Wagner-Murray-Dingell Bill (S. 1606 and H. R. 4730) was introduced.
THE NATIONAL HEALTH BILL

Summary of Provisions
The general intention of the National Health Act of 1945, sponsored by Senators
Murray and Wagner and Representative Dingell, is to provide for a national
health program. The bill is arranged in two parts. Title I deals with the
extension and improvement of already existing health services. Title II proposes the introduction of prepaid personal health service benefits.
Title I makes provision for the generalization of programs for the prevention,
treatment, and control of venereal diseases and tuberculosis, of general publichealth work and of maternal and child-health services, including programs for
crippled children, and for a unified system of medical care for needy persons.
Pertinent details are described in a Senate committee report * as follows:
"State plans to be approved must provide that programs be in effect in all
political subdivisions (1) by 1949 for public-health programs; (2) within 10
years after date of approval of first State plan for maternal and child-health
service, and (3) immediately, for plans for medical care of needy persons.
"(1) State plans for public health must provide for extension and improvement of public-health work toward achieving nationally accepted standards;
(2) State plans for maternal and child-health services must provide that the
services and facilities furnished shall be available to all mothers and children
in the State or locality; (3) State plans for medical care of needy persons must
assure meeting in full the need of individuals for medical care throughout the
State * * * and may not impose citizenship or residence require* *"
ments.
To finance the expansion of the services the Federal Government is to pay
not less than 50 percent and not more than 75 percent of the State expenditures made for the various programs mentioned. The allocation of funds is
based on a so-called "variable-matching" basis, so as to give the poorer States
special aid.
The present division of administrative authority remains unchanged. At the
Federal level the public-health program Is to be administered by the United
States Public Health Service, the maternal and child-health programs by the
United States Children's Bureau and the program of medical care for the needy
by the Social Security Board. As in the past, the administration of direct
service is to be left to the States and their political subdivisions.
Title II deals with the controversial problem of health insurance. This program covers every currently insured person and applies to all employees in
industry and commerce (except railroad workers), agricultural and domestic
workers, employees of nonpofit institutions, and all self-employed persons,
such as independent farmers, small businessmen, and professional persons. In
addition, the family dependents of all those insured are to be automatically
eligible for service, and the recipients of retirement or survivor's benefits under
the Social Security Act are included. The basic principles, therefore, are broad
coverage, effected by including the large majority of the American people, and
service to the family rather than to the breadwinner only.
The scope of- the service proposed is fairly comprehensive, and its extension
would be possible under certain conditions. There are included the services of
physicians and dentists, specialists as well as general practitioners, home nursing, laboratory services and hospitalization up to 60 day in any benefit year.
Hospital care may be extended up to 120 days if sufficient funds are available.
The organization of professional services is based on the utilization of the
system of 'private practice of medicine, dentistry, and allied professions and
the application of the free-choice principle. As the bill clearly states, "Any
* U. S. House of Representatives. National Health Program: Doe. No. 880, p. 2, 79th
Cone., 1st sess.
*National Health Act of 1945. Senate Committee Print No. 2, 118 pp. Washington,
D. C.: Government Printing Office, 1945, p. 1.
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physician, dentist, or nurse legally qualified by a State to furnish any services
be qualified to
* *shall
included as personal health service benefits
related profesthe
of
members
furnish such services." The physicians and the
sions are free to join the program, if they so desire. As it should be under a system guaranteeing freedom of choice, "any group of physicians, dentists, or
nurses, or combinations thereof" are to be admitted to the service, and thus a
firm legal basis is created for the development of group practice of medicine.
The patients, too, have free choice, although with limitations. The bill states,
"Every individual entitled to receive general medical or general dental benefit
those from whom he shall receive such
shall be permitted to select * *
benefit * * * and to change such selection." Wisely, the bill proposes
that "the services of a specialist or consultant shall ordinarily be available
only upon the advice of the general or family practitioner or of a specialist or
consultant attending the -individual." If enacted, the bill will serve to give the
general practitioner or the family physician a key position in the program and
to prevent the indiscriminate use of specialists.
As regards the method of paying for the services of general practitioners,
the bill permits the fee-for-service system, the per capita basis-that is, a flat
rate for each person on the list of the practitioner-salary compensation and
a combination or modification of these methods. The decision will rest with
the general practitioners in a given area, and the majority vote is to be binding.
The remuneration of specialists is based on function, by the paying of special rates
to "those qualified to furnish * * * specialist or consultant services."
Hospitalization is to be provided by all hospitals willing to participate in
the program, the sole criterion of admission being their standards of professional
service, personnel and equipment. Thus, voluntary as well as governmental
hospitals will be utilized.
To finance'the service the bill proposes to employ the method of prepayment,
but does not specify the rate. From sentences in the bill and statements by
the President and others it may be assumed that the rate will approximate
the average proportion of the income actually spent on medical care by all
persons and families. As the President pointed out in his recent annual message
to Congress, "The system 'of prepaid medical care which I have recommended
is expected eventually to require amounts equivalent to 4 percent of earnings up
to $3,600 a year."
The administrative organization of the service is based on two principles.
Public agencies, rather than nongovernmental organizations, are to be vested
with administrative authority, and decentralization of administration of direct
service is emphasized by dividing powers and functions between Federal agencies,
on the one hand, and State and local agencies on the other. At the Federal
level, the responsibility for the program rests with the Surgeon General of the
United States Public Health Service, who is to act under the supervision and
direction of the Federal Security Administrator and after consultation with
the newly established National Advisory Medical Policy Council. This council
is to advise the Surgeon General with reference to questions of general policy
and administration and is to consist of the Surgeon General, as chairman, and 16
members to be appointed by him. The membership of the council includes
medical and other professional representatives and public representatives. The
guiding principle is to provide for broad representation of all groups concerned,
so that the Surgeon General and his staff can have the benefit of the advice
of all who have something to contribute. At the State and local levels, the
facilities and services of State and local departments or agencies will be utilized
preferably, and here also advisory committees, called local-area committees,
are to be established.
Discussion of provisions
Any plan for the improvement and extension of health services must be judged'
strictly on the basis of merit. Unbiased analysis of the national health bill
shows strong and weak points.
The provisions of title I can be expected to exert a powerful and beneficial
influence for the badly needed further extension and improvement of general public-health, maternal and child-health services. At long last the sound
development of uniform medical-care programs for the needy will be initiated.
But there are weaknesses that should be eliminated. As it stands, the bill
evades the undeniably intricate problem of unification of the administration
of health services at the State levels, thus continuing the policy of vesting authority in a multitude of State agencies. To give an example, 22 of the
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crippled-children programs are administered by agencies other than health
departments. The measure requires the establishment of a single public-assistance agency to administer or to supervise the State's medical-care program
for the needy. Thereby it would bring about a considerable improvement but
would also perpetuate the old evil of dual administration, the public-assistance agencies being responsible for the medical care of the needy and the
health agencies having authority for the medical care of self-supporting persons as well as preventive health services for all. At the Federal level not
less than three agencies are charged with administrative responsibility, and
co-operation and correlation, typical Ersatz products, are recommended. The
sections dealing with medical care of the needy fail to eliminate the utterly
inadequate method of making cash allowances for the payment of bills and
do not require the use of the prepayment method for the support of services to
the needy.
Title II invites many comments on both strong and weak points. The right
to medical care is established for all those covered by the program, wherever
they live and whatever their income. With this there is being approached the
realization of an old American dream-that of the equality of opportunity
for everybody to obtain adequate medical care. Fairly complete service is
organized for the majority of the people under one program, in contrast to
the old policy of offering more or less limited service to selected socioeconomic
groups under different programs. Broad coverage is essential from an actuarial
point of view, since it makes for effective and economical operation of a plan
in which risks and resources are pooled. The scope'of the service, fairly comprehensive as it is, compares favorably with that of many voluntary healthinsurance plans in operation. Continuation of the system of private practice
of medicine, dentistry and related professions and freedom of choice, as proposed in the bill, are the very principles for which the professions have been
fighting ever since organized care of the sick has existed. Thus, the professions
are offered a unique opportunity to make the program work. The system of
voluntary hospitals is maintained in conformity with the concepts and wishes
of those who want scope and a chance for voluntary effort and philanthropy.
Preventive medicine is encouraged through the combination of an organized
program for the care of the sick with a system of services for the prevention
of illness and the promotion of good health; the inclusion of diagnostic laboratory services; the inclusion of preventive services and of periodic physical examinations- or periodic examinations in the case of dental service; and easy
acces to early treatment. The quality of medical care is promoted by the comprehensiveness of the program; the exclusion from the service of persons other
than legally qualified physicians, dentists and nurses; the encouragement of
group practice; the availability of consultant and specialist services; the many
provisions for the maintenance of professional and hospital standards; and the
provision of funds for research and professional education. The proposed
method of raising funds for the support of the program is sound and has a
long and honorable record in this country as well as a score of foreign countries. It is superior to other methods of finance, because it substitutes organized self-help for charity from the few to the many, eliminates application for
aid and determination of eligibility on the basis of financial need and relieves
the administration of the cumbersome procedures inherent in any system utilizing the so-called "means test."
On the debit side of the ledger quite a few items have to be entered that deserve
careful consideraiton. The success or failure of any health program, no matter
how it is financed, depends on the willing and understanding cooperation of the
members of the various health professions: in other words, doctors can make
or break it. The Wagner-Murray-Dingell bill gives the members of the professional groups important rights and defines- them in detail, but it contains
nothing about the duties of the professions, except for the statement that the
general practitioners in the local areas who are participating in the program have
a collective responsibility to provide the general services. The question is therefore warranted whether a satisfactory operation of the program can be expected
if the individual physicians have freedom of participation and the medical profession has no collective responsibility for the availability of professional services.
As asserted by Becker." "This is indeed the central problem of all political
philosophy and practice, the problem of the one and the many-the difficulty
a Becker, C. L. Freedom and Responsibility in the American Way of Life.
New York : Alfred A. Knopf, 1945, p. 3.

121 PP.

NATIONAL HEALTH PROGRAM

.

2237

being to reconcile the desirable liberties of the individual with the necessary
power of Government in such a way as to do justice as well as may be to the
desires and the interests of all individuals and classes in society."
In this connection attention must be called to the difficulties that are certain
to arise from the lack of Nation-wide licensure. The diversity of State laws is
anything but conducive to the better distribution of physicians.
The statements covering the proposed administrative organization need amplification and reformulation. In rewriting the pertinent sections each of the following points should be treated under separate headings and elaborated on:
Distribution of administrative powers, duties and functions among the various
levels of Government, including the creation of effective local units of administration; professional direction of the service at the Federal, State, and local
levels; participation of the health professions, hospitals, and various health and
welfare agencies in the organization and administration of the service; and the
relation of the prepaid personal health services to other medical-care programs
and health services under public and voluntary auspices. Emphasis should be
placed on utilizing the prepayment service for all rather than operating one
program for the majority of the self-supporting people, another for recipients of
public assistance and still another for veterans. The unique opportunity to unify
the administration of all health services must not be missed. Preventive health
services and medical-care programs should be under a single agency. For reasons
of expediency the bill omits any proposal that would bring order out of administrative chaos and is content with the makeshift arrangement of coordination.
But even this idea is not followed through, since little is said about coordination
at'the State and local levels.
Another weak point is the exclusion of drugs. The difficulties involved in the
effective and economical organization of supply with drugs are indeed great.
As it stands, the bill raises knotty problems. Many physicians-and not only
those in rural areas-dispense their own drugs in attending patients. Are they
to receive payment for an office visit'made by the patient only for the purpose of
having his prescription refilled? Are the drugs furnished as part of the hospital
care to be included in the "reasonable cost of hospital service"? Would exclusion of drugs from the contract induce the hospital to make substantial extra
charges for this service?
The proposed rates of payment for hospitalization do not cover the actual
cost of care in the best hospitals and thus penalize institutions maintaining
the highest standards.
The fee-for-service system of payment, one of the various methods offered for
selection, has implications that seem to be overlooked by many physicians. As
ample experience has shown, combination of the free-choice panel system with
the fee-for-service method of payment makes it obligatory to employ cumbersome,
annoying, and costly devices for the control of expenditures. This lesson has
been learned by many medical societies cooperating with public agencies in the
administration of programs of public medical care or sponsoring voluntary
health-insurance plans. To hope for a satisfactory operation of the program
without such controls is to display a naive faith.
Important as the shortcomings of title II are, they are outweighed by its
advantages. In both titles of the bill, phraseology and arrangement leave much
room for improvement. Even experts will have to spend countless hours on the
analysis of the bill-and may still miss a point. It will be doubly difficult for
the general reader, not to mention the busy physician, to avoid misinterpretation and erroneous conclusions. A bill dealing with questions reaching to
the heart of the anxieties of everyone should be logically and clearly organized
and written in a language fully understandable to the common man.
Relation to a broad-national health program
According to its title, the bill Is to provide for a national health program.
Actually, it deals with two essential parts of it-namely, public-health services
and organized care of the sick. Missing from the bill are proposals for the
construction of hospitals and related facilities, the protection of the sick against
economic losses caused by disabling illness and the care of patients with protracted illnesses:.
Tle first problem is taken up in the Hill-Burton bill, to be cited as the Hospital Survey and Construction Act. Disability insurance is to be included in
the revision of the Social Security Act The problem of services and facilities
SQuoted by special permission.
85907-46--pt. 4--22
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for the care of the chronic sick afflicted with physical ailments and of. persons
afflicted with mental or nervous diseases is to be studied by the Surgeon General
of the United States Public Health Service, and is to be reported on with recSommendations for legislation not later than 3 years after the effective date
of title II of the Wagner-Murray-Dingell bill.
All the bills mentioned are interdependent Adoption of title I of the WagnerMurray-Dingell bill and rejection of title II, adoption of the whole bill'without
passage of complementary bills, such as the hospital-constpuction bill, or enactment of the Hill-Burton bill without provision for organized payment for services, would seriously hamper the development of an effective and economical
national health program. No country alert to its social obligations in the field
of health service can afford the luxury of piecemeal procedure and half measures.

HEALTH BILLS PENDING IN CONGRESS'
PART THBEE
Franz Goldmann, M. D.,' New Haven, Conn.
In addition to the national health bill, many other proposals are pending in
Congress. They deal with construction of essential medical-care facilities, organization of health-service programs and promotion of medical research and profes-

sional education.

Some of these measures are complementary to the national

health bill, and some are alternatives to it.

HOSPITAL SURVEY AND CONSTRUCTION BILL

Description
The Hill-Burton bill, or. hospital survey and construction bill (S. 191),

is

designed to assist the States in surveying their needs for construction of necessary
hospitals, developing programs to meet existing needs, and building public and
other nonprofit hospitals in accordance with such programs.
To attain these objectives the adoption of a number of fundamental principles
Ia proposed. A balanced program of hospitals and related facilities is to be
developed throughout the country. It includes public-health centers, various
types of hospitals--namely, general, tuberculosis, mental and chronic-disease
hospitals, and other types-and facilities such as laboratories, out-patient departments, nurses' homes, an dtraining facilities for nurses. Instead of calling for
the building of Federal hospitals, the bill proposes to assist the States in developing hospital programs, this assistance being confined to public and nonprofit hospitals and related facilities. The first step to be taken by the States would be a
survey of all medical-care facilities within its boundaries. This inventory would
be followed by the formulation of a State-wide building program. The project
would have to be submitted to the Federal authority in charge and, if approved,
would be subsidized by Federal grants-in-aid.
The number of beds to be provided under the terms of the bill is defined in
detail. The total of general hospital beds for any State is not to exceed 4% per
1,000 population, except that in States having less than 12 and more than 6
persons per square mile, the limit shall be 5 beds per 1,000, and in States having
6 persons or less per square mile, 5% beds per 1,000. The total number of beds
for tuberculosis patients is not to exceed two and a half times the average
annual deaths from tuberculosis in the State over the 5-year period from 1940
to 1944, inclusive. The total number of beds for mental patients is not to exceed
5 per 1,000 population and that for chronic-disease patients 2 per 1,000. The
number of public-health centers is not to exceed 1 per 30,000 population. It
should be borne in mind that these figures refer to projects assisted by Federal
funds. To assure the building of qualitatively adequate hospitals the bill requires
the formulation of general standards of construction and equipment for hospitals
of different classes and in different types of location; the establishment by the
States of minimum standards for the maintenance and operation of hospitals;
State reports on the hospital situation; and approval of State plans. Of prime
1 This is the third of a series of 4 lectures on chemical sociology given at the Harvard

Medical School during February and March 1946. They were sponsored by the Department
of Preventive Medicine and were primarily intended for third-year students.
2 Associate clinical professor of public health, Yale University School of Medicine.
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be availimportance are the bill's requirements that adequate hospital facilities
of
account
on
able to all the persons residing in a State, without discrimination
hospital facilities
race, creed, and color; and that provisions be made for adequate
for persons unable to pay for care.
and,
Authority for the administration of the program is vested in the States
responsible
what is most significant, in a single State agency as the sole agency the Federal
for both the survey and the administration of the hospital plan. At
States
level, the responsibility rests with the Surgeon General of the United
Public Health Service, whose administrative regulations and other functions
are subject to the approval of the newly created Federal Hosmital Council.
At the state as well as the federal levels advisory committees would be estabof
lished. The state advisory councils are to include not only representatives
the
of
also
but
nongovernment organizations or groups and of state agencies
general public. The Federal Hospital Council is to consist of the Surgeon
General of the United States Public Health Service as chairman and eight members appointed by the Federal Security Administrator. Five of these members
must be experts in hospital and health activities, and three will represent the
consumers of hospital services. All appointed members of the council are to
serve on a part-time basis. The Council is authorized to appoint special advisory and technical committees.
The cost of both the survey and the construction program is to be shared by
the Federal Government and the States. The bill includes an initial appropriation of $5,000,000 for the surveys and a total of $375,000,000 for construction
purposes, to be spent over a period of 5 years. This money will be allotted to the
States according to definite schedules. The States are to receive 50 percent of
their own expenses, but not less than $10,000, for surveys and planning, and
from one-third to three-fourths of their total expenditures for construction.
The provisions of the measure are to be incorporated in the Public Health
Service Act and thus become an integral part of the law governing the development and administration of health services under public auspices. The HillBurton bill, as described, has been passed by the Senate and is being considered
by a committee of the House of Representatives.
Advantages and disadvantages
For the first time in American history the development of a broad and balanced program of hospital and related facilities is under active consideration.
If passed, the Hill-Burton bill will put an end to the haphazard growth of facilities, with the resultant uneven distribution of all types of hospitals and the
deplorable lack of certain special facilities. Due emphasis is placed on quantitative standards. The introduction of the approval system will serve not only
to distribute the hospitals better but to improve their quality where indicated.
The poorer States are to obtain relatively more financial aid than the wealthier
ones. The administrative control is vested in the States, as it should be, and
unification of the administration is proposed. The State advisory councils are
composed of representatives of all groups concerned and are thus truly democratic. Enactment,of the bill will influence the distribution of physicians and
related groups, since it provides for the "workshops" so essential to the practice
of modern medicine. The quality of medical care can be expected to improve
in areas hitherto undersupplied with adequate hospitals.
The value of the bill in its present form is considerably impaired by several
shortcomings. The measure does not contain provisions for the maintenance of
hospitals and payment for professional services. It is satisfied with reasonable
assurance on the part of States applying for grants that financial support will
be available for maintenance and operation. To quote a hospital administrator
who testified at the Senate committee hearing; "If people are too poor to build
a hospital, they'll probably be too poor to run one." Adoption of the HillBurton bill without the simultaneous passage of bills for the organization of payment for hospital and professional services will create serious problems in nany
areas. The danger of "ghost hospitals" must be avoided.
In vain does one look for a statement on the staffing of the hospitals. The
nature of standards for the operation of hospitals is left to the States to determine. It is not, specified whether the hospitals are to be open to all qualified
physicians or to be restricted to some of them, whether they are to provide
luxury services, or whether the physicians will be permitted to charge unlimited
fees. These are questions that require clear answers in the bill.
The proposals concerning the powers and functions of the Federal Hospital
Council are-contrary to the time-tested principles of sound public administration.
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Although composed of persons who devote nearly all their time to their private
interests, the Council has considerable authority, including the veto power, and
important administrative functions. The Surgeon General of the United States
Public Health Service and the Federal Security Administrator are made figureheads. Yet they are the very persons officially responsible to Congress and the
public for the proper use of. large sums of tax money. Such an administrative
structure is utterly unsuitable. Councils composed of part-time members should
exercise advisory functions only.
The bill fails to make reference to regional organization of hospitals. For
years, experts in all civilized countries have been contending that the pattern of
hospital organization that was satisfactory in the nineteenth century has become
obsolete in this age of rapid transportation. The future hospitals should be
developed to serve regions rather than political units, a main hospital functioning as the center of an integrated system of district hospitals, rural hospitals, and
health centers.
Finally, the amount of money to be appropriated appears small, considering
the immediate needs for replacement of obsolete buildings and additions.
DENTAL-HEALTH

BILL

Senators Aiken and Pepper have introduced a bill. (S. 1099) designed to amend
the Public Health Service Act so as to provide assistance to States in developing
and maintaining dental-health programs. The prevention, treatment, and control of dental diseases are covered, as well as research in dental health care and
pertinent educational projects. The program is to be financed jointly by the
Federal Government and the States, along the lines followed in the past for
health services assisted under the Social Security Act.
As it stands, the bill is too indefinite to warrant detailed discussion. Its main
value lies in the fact that it directs attention to a sadly neglected field of health
service; calls for the inclusion of preventive, therapeutic, and educational services in one program; makes provision for research and professional education;
and proposes incorporation of organized dental-service plans in the Public Health
Service Act.
MATERNAL AND CHILD WELFARE BILL

Description
The maternal and child welfare bill (S. 1318) is sponsored by Senator Pepper
and other Senators, including Senator Murray. Its stated objective is to make
more adequate provision for the health and welfare of mothers and children and
for services to crippled children. The bill is organized in three parts, covering
maternal and child health services, services for crippled children, and child welfare services.
The maternal and child health services are made available to all mothers
during the maternity period and to all children up to 21 years of age, regardless
of income, race, creed, color, national origin and residence. The program provides for complete health service, which is defined as follows: "
* * medical,
nursing, dental, hospital, and related services and facilities required for maternity care, preventive health work and diagnostic services for children, school
health services, care of sick children, and correction of defects and conditions
likely to interfere with the normal growth and development and the educational
progress of children." To promote quality of service, the State agencies are
required to establish standards for professional personnel rendering medical,
dental, nursing and related types of care or service and standards for hospital
and other institutional care and services, to provide for adequate remuneration
of professional persons and to furnish opportunities for postgraduate training.
The patients are to have free choice of physician, hospital, clinic or health-service agency. Payment to physicians participating in the program is to be on a per
capita, salary, per case or per session basis or, in the case of consultations or
emergency visits, on a fee-for-service basis. The last-named method would
herefore be the exception rather than the rule. In line with principles established
under the Social Security Act, approval of State plans is mandatory, and these
plans must provide both for financial participation by the State and for a program
effective in all parts of it.
The proposed service would be financed jointly by the Federal Government and
the States. The bill makes an initial appropriation of $50,000,000 for payments
to States that have submitted approved plans for developing such programs and
providing such care and service, and it defines in detail the schedule for the
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allotments to the States. The United States Children's Bureau is to have administrative responsibility at the Federal level and is aided by Federal advisory
committees. State agencies are to be the heart and center of the proposed administrative organization, and they are to be assisted by general advisory councils,
composed of representatives of the public as well as of the professions and
agencies and by technical advisory committees.
The services for crippled children are to be expanded by adoption of tlsame
basic policies as those proposed for the extension of maternal and child ealth
services. The initial appropriation for grants to States is set at $25,000,000.
The child-welfare services are designed to curb delinquency, and their extension is to be financed by an initial appropriation of $20,000,000.
Advantages and disadvantages
A bill dealing with maternal and child health service is certain to find a
sympathetic response. As Sir George Newman once wrote, "The safeguarding
and nurture of motherhood and child life must be a first requirement in the
building of any nation." What, then, are the relative merits of the health
provisions of the maternal and child welfare bill?"
The measure would make service available to everyone without discrimination,
provide for completeness of service and develop the program gradually over a
ten-year period so as to stimulate the improvement of standards as well as of
essential facilities and services. These are highly commendable features. But the
bill also has many weak points.
The health provisions of the bill are a halfway measure, since one age group
and one condition-maternity-are singled out. The family is divided, and
this is contrary to the basic principle of serving the family as a unit. The
demarcation by age is artifical and poses intricate administrative problems.
The people to be served will wonder why a married woman gets medical care
when she is pregnant but not when she is sick, and why persons older than
twenty-one are excluded. It would be wiser to concentrate on the passage of a
health bill designed for both children and adults and covering all health conditions.
There is little in the bill concerning the organization of professional services.
No definition of professional personnel is given, in contrast to the national health
bill, which clearly states that licensed physicians, dentists, and nurses shall be
qualified to render service. Does this omission, imply that nonmedical practitioners can expect to be admitted? The term 'group practice of medicine" does
not appear in the bill. This is all the more regrettable because effective childhealth service requires organized teamwork by specialists and general
practitioners. The funds for the support of the program are to be obtained by general
taxation. This raises the old question of the relative merits of general taxation
and insurance.' In deciding on the future policy, utmost cose should be taken
to avoid the establishment of two systems of raising funds for the support of
services for self-supporting people.
The sum to be appropriated is extremly modest, to say the least. The amount
of $50,000,000 for distribution to the States in the first year exceeds the allocations for the program for the wives and infants of enlisted men (EMIC) by only
$7,000,000. It is hard to see how a program for all the mothers and all the
children in the country can be operated with the funds suggested, even if the
birth rate should decline in the years to come.
THE NATIONAL MENTAL HEALTH BILL

The national mental health bill (H. R. 4512), introduced by Representative
Priest, supersedes an earlier bill, the National Neuropsychiatric Institute Act.
Its objective is to amend the Public Health Service Act to provide for research
relating to psychiatric disorders and to aid in the development of more effective
methods of prevention, diagnosis, and treatment of such disorders. The term
'psychiatric disorders" includes diseases of the nervous system that affect mental
health.
To carry out these purposes, the bill proposes the authorization of four important policies. These are the allotment of grants-in-aid to universities, hospitals, laboratories, and other public or private institutions and to individuals for
such research projects as are recommended by the newly established National
Advisory Mental Health Council; the construction and equipment of buildings
'Goldman, F. Public Medical Care.
1945. Pp. 179-190.

226 pp.

New York: Columbia University Pres,

2242

NATIONAL HEALTH PROGRAM

and facilities to be known as the National Institute of Mental Health, which
is to be part of the National Institute of Health; the admission and treatment at.
the institute of voluntary patients as well as patients of St. Elizabeths Hospital,
in Washington, D. C.; and the development of training and instruction in matters relating to the diagnosis, prevention, and treatment of psychiatric disorders.
Altho gh nongovernmental institutions would play a large role in education and
reseah, the National Institute of Mental Health would serve as a focal point
for research, experimentation, and advanced or specialized training, and as a
clearing house for the collection and dissemination of information concerning
advances in the prevention, diagnosis, and treatment of psychiatric disorders.'
This program is to be administered by the Surgeon General of the United
States Public Health Service at the Federal level and by State mental-health
authorities at the State level. The National Advisory Mental Health Council,
consisting of the Surgeon General and six members, is created and is charged
with the review and recommendation of research projects, the collection and
publication of information on studies in the field of mental health and the recommendation of grants for training of personnel.
The bill proposes an initial appropriation of up to $4,500,000 for the building
and equipment of the new institution and of a total of $11,000,000 for the current
expenses of the pqrogram during the first year.
In December 1945 the House committee reported favorably on the bill with the
amendments.
There can be no doubt that this legislative proposal is a step in the right
direction. One can only express the hope that it will be enacted and soon be
followed by a bill for the improvement of facilities and services for persons
with mental deviations. In many parts of the country such a service program
lags behind the present knowledge of mental deviations and the methods for
their proper treatment.
NATIONAL INTITUTE OF DENTAL RESEARCH BILL

The National Institute of Dental Research bill (S. 190), introduced by Senator Murray, is designed to provide for, foster and aid in coordinating research
relating to dental diseases and conditions and to establish, the National Institute of Dental Research. It authorizes Federal grants-in-aid to the States
for research in the prevention and control of'dental diseases and conditions, as
well as the establishment of a Federal institute as part of the National Institute
of Health, which will serve as a central research and training institution and
a coordinating agency. Closely following the lines of other health bills, the
measure vests the Surgeon General of the United States Public Health Service
with administrative responsibility and creates the National Advisory Dental
Research Council to review research projects, collect and publish pertinent informatio nand review applications for grants-in-aid.
The initial appropriations for this program include up to $1,000,000 for the
building and equipment of the institute and $730,000 for each fiscal year to
cover the current expenses of the program.
Everyone who has carefully studied the many earlier surveys of mouth conditions and the recent findings made in connection with. the Selective Service
examinations is aware of the magnitude of the dental-health problem and will
lend support to any proposal for intensive research. This purpose, however,
is not served by the offer of several dissimilar proposals in different bills. There
appears to be need for agreement on the policy to be pursued, as well as for
concentration of legislative effort.
NATIONAL

SCIENCE FOUNDATION

BILL

The National Science Foundation bill (S. 1720), introduced by Senator Kilgore, is a compromise bill succeeding the earlier Kilgore bill (S. 1297) afid the
Magnuson bill (S. 1285). One of its objectives is to advance the national health
and welfare, and its general policy is clearly stated in the following words:
"Full development and application of the Nation's scientific and technical resources is essential for * * * the national health and welfare."
Use of tax funds for the support of research by both governmental agencies
and nongovernmental organizations is the core of the proposal. Of the total
funds not less than 15 percent are to be expended for research and development
in health and medical sciences. These allocations are to supplement rather
4

National Medical Health Act.

H. R. Rept. No. 1445.
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than supplant the functions or activities of other governmental agencies authorized to engage in scientific research and development. They are to be made
for projects approved by the administrator and undertaken on behalf of theNational Science Foundation. Freedom of research and publication is assumed
by the provision that every effort is to be made to eliminate restraints on the
free expression of scientific views and to ensure full freedom in the exercise
of creative talents, in the development of new ideas and in the method of research. Any person engaged in such research and development activities is
not precluded from discussing, writing or publishing his own findings and .conclusions.
,
In addition to research, undergraduate and postgraduate education would be
supported by tax funds. The bill contemplates an authorization to award
scholarships and fellowships to persons for scientific study or scientific work
at nonprofit institutions of higher education or other institutions, selected by
the recipient of such aid, for such periods as the administrator may determine,
in the United States or in foreign countries. With this the door to medical education is opened to many qualified students lacking the necessary financial resources.

To administer this program, the creation of a special central agency, theNational Science Foundation, is proposed. This agency has a divisional structure and includes eight divisions, one of which is the Division of Health and
Medical Sciences. The Interdepartmental Committee on Science is to correlate
and appraise research activities of all Federal agencies engaged in or concerned
with this field.
Full-time administration of the foundation is the guilding principle of organization. A full-time administrator is to be appointed by the President by and with
the advice and consent of the Senate. There is to be a full-time deputy administrator, appointed by the President, and full-time divisional directors and staff
members, all appointed by the administrator. The National Science Board of
nine members is established to advise the administrator on all matters of major
policy or program or budget, and divisional scientific committees of not less than
5 and not more than 15 members will serve the divisions in an advisory
capacity. The members of the board, the divisional committees and the staff
of the foundation are to be chosen without regard to their political affiliations
and solely on the basis of their demonstrated capacity to carry out the purposes
of the foundation and their fitness to perform the duties of their office.
The Kilgore bill expresses the best scientific thinking, is drawn in conformity
with the wishes of those interested in the promotion of unhampered research
and deserves enactment. It has been passed by the two Senate committees
concerned.
RESEARCH PROVISIONS OF THE NATIONAL HEALTH BILL

The national health bill or Wagner-Murray-Dingell bill, in title I includes
research and the performance of demonstrations in the definition of public-health
work; declares demonstrations to be part of the maternal and child health
program and the services for crippled children; and requires the United States
Children's Bureau to make and aid in the financing of such studies, demonstrations, investigations and research as will promote the efficient administration
and operation of this part of the bilL
Title II, which deals with prepaid personal health service benefits, contains the
following important section:
"For the purposes of encouraging and aiding the advancement and dissemination of knowledge and skill in providing benefits under this act and in preventing
illness, disability and premature death, the Surgeon General is hereby authorized
and directed to administer grants-in-aid to noprofit institutions and agencies
engaging in research or in undergraduate or postgraduate professional education."
It is indeed gratifying to find so much emphasis placed on research, but it is
disturbing to notice the absence of an over-all plan to correlate the various
provisions scattered in many bills.
This presentation, intentionally limited to some of the major bills introduced
in 1945, shows that there is a wave of enthusiasm for health legislation. Porter
R. Lee' once wrote: "The crystallizing of enthusiasm into programs is a wholesome development. It betokens all awakened community alert to its social obliSLee, P. R. Technical Training for Social Work. Address delivered at the opening of
the New York School of Philanthropy, New York, 1918.
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gations; and an awakened community is a bulwark of progress. Moreover, concepts, ideals, and enthusiasm are of little effect until they do crystallize into
programs." We find ourselves in a situation that resembles what Voltaire called
the embarrass de richesse (the embarrassment of riches).
In deciding on the various legislative proposals, we are faced hot so much with
the problem of rejecting obviously inadequate measures as with the hard choice
between good and better plans. Let us keep in mind that long-term strategy,
rather than stop-gap tactics, assures ultimate victory in the fight against disease,
defects, human suffering, and poverty. The question to be answered may be
formulated as follows: Do we want piecemeal legislation, with its inevitable result
of fragmentary and unequal development, or comprehensive health legislation,
with its promise of substantial achievements throughout the country? The issue
is well stated in a recent report of the United States Public Health Service: "The
Nation cannot afford to be content with less than a comprehensive program-a
program to apply throughout the length and breadth of the land, in every community, all the knowledge we have for prevention of disease, the relief of suffering
and the promotion of health." *
[The New England, Journal of Medicine, June 6, 1946]

HEALTH BILLS PENDING IN CONGRESS
PART FOUR
Franz Goldman, M. D.,' New Haven, Conn.
Julian Huxley once wrote, "To speculate without facts is to attempt to enter
a house of which one has not the key." The desire to avoid speculation and
obtain factual information on pending health legislation seems to be strong,
judging fro, the fact that some of the bills are on the best-seller list of ,the
Superintendent of Documents in Washington.
Important organizations, representing large groups of the population, have
officially endorsed the major legislative proposals now in Congress. Many people from all walks of life favor Government action in the whole field of health
service, on the ground that protection of the right to health is a fundamental
function of any society aspiring to a genuine and rational economy of human
resources and values.
ATTITUDE OF THE MEDICAL PROFESSION

In general, the medical profession supports the hospital survey and construction program embodied in the Hill-Burton bill; the expansion and improvement
of general public-health, maternal and child-health services, proposed in title I
of the national health bill; disability insurance as recommended in the WagnerMurray-Dingell bill of May 1945; and Federal aid for medical research and
education as proposed in the National Science Foundation bill, the mental health
bill, the national health bill, and other pertinent measures.
But the physicians are not unanimous in their opinions on pending health
legislation. A few insist that they are against any plan, and resent any encroachment on what they believe to be their own territory. Others prefer to
pass responsibility to the economists by maintaining that if the standards of economic independence of the poor and the Indigent are raised, the problem of
medicine will take care of itself. Still others doubt that any plan can be a
success so long as certain evils are permitted to persist. A physician recently
wrote to Senator Pepper, "As long as the United States is a place of easy divorce,
quick-lunch counters, and horn-tooting automobile drivers, and as long as the
Smiths try to keep up with the Joneses, this will be a land of constipation,
stomach ulcers, coronary thrombosis, and emotional instability, and I don't think
any 'plan' is going to help a great deal." s
6 Federal Security Agency.
1944. P. VII.

Annual Report of the United States Public Health Service,

I This is the last of a series of four lectures on medical sociology given at Harvard

Medical School during February and March 1946. They were sponsored by the Department
of Preventive Medicine and were primarily intended for third-year students.
2 Associate clinical professor of public health, Yale University School of Medicine.

and the promotion of health." *

8 Medical Economics (November 1945 : u. 7). Ouoted by special permission of the copyright owner, Medical Economics, Inc., Rutherford, N. J.
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Many ore willing to accept Government participation in the organization of
medical care, provided that it is confined to service for the control of comImunicibale diseases, care of the mentally sick and defective, and programs for
the needy and special groups, such as the veterans. Here and their voices of
doubt can be heard questioning the wisdom of supporting the legislative proposals
officially endorsed by organized medicine. Some writers point out that the HillBurton bill leaves the door ajar for serious Federal interference in local affairs.
Some physicians fear that the Kilgore bill would restrict the traditional freedom
of scientific research by bringing politics into science.
What is of paramount significance is the unqualified opopsition of the American
Medical Association to compulsory health insurance, as proposed in the national
health bill, and to a system of tax-supported medical care, as recomirended in
the maternal and child welfare bill. This attitude on the part of physicians is
not universal. Two organizations of physicians, composed of members of the
American Medical Association, have repeatedly gone on record in favor of compulsory health insurance. Early in 1946. the Committee on Medicine and the
Changing Order of the New York Academy of Medicine stated,its belief thus:
"It

inay be desirable to conduct caref!'l w-'peri-,ents at State and local levels-

with the compulsory Government insurance, so that we way have in the near
future comparative experience with the relative values of voluntary and compulsory procedure." 4
Much of the opposition to legislative proposals dealing with medical care is
due to misinformation concerning the contents of the bills, unfavorable personal
experiences with some program, fear of a revolutionary change in the traditional pattern of practicing medicine, and unfamiihu'lty of physicians with the
history of organized care of the sick. As John Locke once wrote, "New opinions
are always suspected and usually opposed, without any other reason but because they are not already common." In the center of the debate at present
is the method of compulsory health insurance. At the risk of laboring the
obvious, it must be stated that health insurance by law is organiz d self-helpfinanced by money that the self-supporting people are asked to save for the purpose of paying for their own care. What is changed by such legislation Is the
method of raising funds for the support of professional and institutional services.
Instead of paying if and when service is received and in proportion to the amount
of service rendered, people are required to pay in advance small average amounts,
in return for which they are entitled to any or all of the services available under
the program. What is not changed by such legislation is the institution of
private practice of medicine, dentistry, and related professions, the institution
of voluntary hospitals and the institution of voluntary health agencies. Being,
as it is, a method of organizing payment for medical care, compulsory health
insurance is neither a cure-all for social evils nor the gateway to the millennium.
T here is nothing new about compulsory health insurance. It was adopted in
this country as early as 1798, when the Act for the Relief of Stick and Disabled
Seamen was passed. At that time this method of raising money was considered
the most equitable one, as Mr. Williamson stated in the House of Representatives.
At present compulsory health-insurance programs are in operation in some 30
countries in Europe, Asia, South America, and Australia, and in Mexico. The
potentialities and limitations of this method are known to every student of the
subject, and experience is more than ample. If Congress should pass the pertinent measure, it would be possible to avoid, rather than to repeat, the many
mistakes made in 60 years of trial and error. With the knowledge now available
plan can be designed that provides not only for the organization of payment
Iult also foi the establishment and maintenance of high standards of service
throughout the country.
The arguments advanced against the compulsory-health-insurance title of the
Waftner-Murray-Dingell bill and against the maternal and child welfare bill are
many and varied. Those based on misinformation need no discussion here. Of
the others, two deserve special consideration-the assertion that socialized
medicine is just around the ocrner, and the assumption that so-called political
medicine is about to be imposed on the American people.
SOCIALIZED MEDICINE

The term "socialization," and with it the term "socialized medicine," have
been used in a shifting sense. The latter term actually has two quite dissimilar
*Baehr, G.
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Bull. New York Acad. Med. 22:115, 124, 1946.
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meanings. 5 It may denote a system of medical care organized on the basis of
the political and economic theory of socialism. Such a program calls for public
ownership of all facilities for medical care, with the abolition of nongovernmental ownership for institutions; for the employment of all professional personnel by public agencies, with the discarding of private practice; and for public
administration of all health services, with elimination of nongovernment agencies. None of the bills under consideration propose the adoption of such a
program.
The term "socialized medicine" may also mean a program of medical care
organized for the purpose of adapting medicine to social needs and uses, with
no regard to Socialist doctrines and methods. In this sense, American medicine
has been socialized for some time and to a considerable extent. At present,
about three-fourths of all beds in registered hospitals and probably about half
*ofall clinics are ininstitutions built from tax funds and operated by local, State,
and Federal agencies. Many and diverse socioeconomic groups are entitled to
medical care at the taxpayers' expense. They include several million recipients
of public assistance and many millions of self-supporting people, such as the
veterans, merchant seamen, Indians, and Eskimos, wives and infants of enlisted
men, the medically needy, and ecrtain employees of the Federal Government.
In the fiscal year 1943-44, the total expenditures of tax funds for medical care
of civilians amounted to at least $900,000,000. The workmen's compensation
acts, which are in force in all the States but one, require medical care to be
furnished to those covered, and in 1943-44, $140,000,000 was spent for this
purpose.
Taxation and insurance by law have been the two methods employed to finance
medical-care programs in the past, and these are the very methods proposed for
the organization of payment for medical care in the future.
The bugaboo of socialized medicine can frighten only those who mistake
"social" for "socialistic." It is about time to stop fighting over terminology and
to concentrate time and effort on the intricate task of working out the method of
-action that best promises to achieve the ends desired by all.
POLITICAL MEDICINE

The second argument, which expresses a fear of political interference, if not
political control, derives from the fact that in the past the selection of patients,
the appointment of personnel, and the methods of institutional administration
were in some instances influenced by the desire to make friends, gain votes, and
reward favorite sons (and daughters) for faithful political activities. But the
picture is not so black as some persons would have one believe. There are many
-examples of good government in the field of health administration. What is
more significant, a growing number of agencies and communities have been
making constant and deterinined efforts to clean their own houses and to
eliminate the taint of political medicine.
The danger of political manipulation of a Nation-wide system of medical care
cannot be lightly dismissed, but it can be'averted. Let us now resolve to establish
the tradition of good government in every community. If we fail in this task,
we shall be admitting our unwillingness to exercise one of our precious constitutional rights and duties.
The major bills now under consideration have one element in common: They
require all appointments to administrative positions to be made strictly on the
basis of merit. Enactment of these measures will go a long way toward eliminating political interference in the administration of health services. It will
afford a unique opportunity not only to deprive the last politicians of happy
hunting ground but also to generalize professional direction and supervision of
professional matters.
VOLUNTARY HEALTH INSURANCE

Voluntary health insurance as an alternative to a compulsory program has
been repeatedly recommended by the American Medical Association. In 1938,
this organization announced its support of voluntary cash indemnity insurance
plans to cover, in whole or in part, the costs of emergency or prolonged illness.
At the same time the association recommended the expansion of workmen's
compensation laws to provide for meeting the costs of illness sustained as a
'Goldmann, F.
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result of employment in industry, and thus endorsed the principle of required
insurance for occupational diseases. I June 1945, a so-called constructive program for medical care was adopted. One of its 14 recommendations called for
the development in or extension to all localities of voluntary sickness-insurance
plans and provision for the extension of these plans to the needy under the
principles already established by the American Medical Association. In December 1945, the house of delegates adopted a resolution calling for the Nation-wide
organization of locally administered prepayment medical plans sponsored by
medical societies, which would, it was held, achieve all the objectives of the
Wagner-Murray-Dingell bill with far less expense to the people and would provide the highest type of medical care without regimentation. In February 1946,
the board of trustees issued a 10-point restatement of the association's previously
announced 14-point program.' Standards for the acceptance of prepayment
plans were established. A detailed plan for the development of the voluntary
health-insurance program was announced to be in process of being worked out
by a subsidiary organization known as Associated Medical Care Plans, and a new
unit, the Division of Prepayment Medical Care Plans, was created to administer
the voluntary plans under American Medical Association auspices.
The question is justified whether past experience warrants the belief that the
American Medical Association can accomplish its objectives.
In 1945, about 2,600,000 persons were enrolled in so-called medical-society
plans. They accounted for approximately half the total membership of voluntary
prepayment plans covering physicians' services. At a time when purchasing
power was at an all-time high point, only an insignificant fraction of the population had decided to take advantage of the services offered by medical societies.
Although the plans had been in operation for several years, some of them had
failed to attract substantial numbers of subscribers. A case in point is the
western New York medical plan in Buffalo. This plan, established in 1940 and
serving 6 counties with large populations, reported 40,000 subscribers as of the
middle of 1945. With the exception of the programs in Oregon and Washington,
the great majority of the medical-society plans offer extremely limited service,
In 1945, two-thirds of the persons enrolled were eligible only for surgical service
in hospitals, and in many instances this service was restricted by ceilings on
eligibility, the period of care, or the total amount of cost. Only 1 person in 17
was eligible for physicians' care at the home, office, and hospital. In short, the
majority of the medical-society plans are distinguished by the fact that exclusions
exceed inclusions.
The eligibility requirements often contain a clause barring from the prepaid
service persons and families with incomes above the comfort level. In some
instances this level is set as low as $1,500 for a single person and $2,500 for a
family. By establishing income limits, the majority of the medical-society plans
have insured the poorer risks and disregarded the more favorable ones, thus
acting contrary to the basic principle of insurance, have made the proposition
unattractive to large families, management, and labor and have placed the participating physicians in the unenviable position of investigators who have to
check the family income to detect the patients who earn more than the limit.
The total cost of medical-society plans varies too widely to allow generalizations. The most successful plan, the Michigan Medical Service, in the middle
of 1945 charged monthly rates of $0.70, $1.60, and $2.25 for single subscribers, a
family of two and families including all unmarried children up to 19 years of
age, respectively. These prepayments covered surgical service in the hospital
and some ancillary services. The physicians were free to make additional
charges to those whose average annual income exceeded $2,000 in the case of
single persons and $2,500 in the case of families. The Michigan Hospital Service,
an outstanding Blue Cross plan, charged monthly rates of $0.80, $1.80, and $2,
respectively, for ward care and $1, $2.20, and $2.40 for semiprivate care. To
qualify for fairly complete hospital care and surgical service in the hospital, a
single person had to make monthly prepayments ranging from $1.50 to $1.70, and
a family of three or more had to pay in advance from $4.25 to $4.65 a month.
These amounts equaled 1.2 and 1.4 percent, respectively, of the income of single
persons earning $1,500 a year, and 2.5 percent and 2.8 percent, respectively, of
the annual income of families earning $2,000. It must be borne in mind that
in 1945 an annual income of $2,000 was barely sufficient to cover the ordinary
living expenses of the average city family with three members. Substantially
higher rates and larger proportions of the income would be needed to extend the
* National Health Program of American Medical Association.
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scope of the services. High prepayment rates, however, defeat their own purpose,
since only a small fraction of the population only can afford to pay them.
Most of the medical-society plans in actual operation discourage preventive
medicine by excluding health examinations, by using deterrents, such as the
deductible clause, and by confining medical care to catastrophic illness instead
of trying to reduce, if not prevent, the occurrence of serious conditions by providing for early diagnosis and early treatment of disease. Limited in scope
as those plans are, they cannot foster psychosomatic medicine. In many cases
a premium is placed on surgery, little effort being made to establish and enforce
standards covering the competence of those rendering the service for which payment is claimed.
In summary, many medical-society plans are organized merely for the purpose of
making financial arrangements for the payment of doctor's bills. Little attention
can be paid to the improvement of the quality of service. Judging from the
numerous articles appearing in medical journals, many of the physicians participating in these plans are dissatisfied and are looking for something else.
Not a few show keen interest in cash-indemnity plans, although the shortcomings of this method have been proved time and again. In California, the Alameda
County Medical Society, in opposition to the State medical society, recommends
such a plan, and other county societies are said to have voiced their approval.
In Wisconsin, the State medical society has just made an agreement with
commercial insurance companies, which are to underwrite a limited indemnity
policy, and many physicians are beginning to wonder why the medical society
should "sell out" to companies organized for profit.
The policies adopted by medical society in the past were dictated by necessity.
The physicians drawing up the prepayment programs entertained no illusion
about the impossibility of establishing at reasonable cost a voluntary healthinsurance program providing for complete service, offering unlimited free choice
of physicians and paying the participating physicians on a fee-for-service basis.
Societies that tried it failed. In California and Michigan, the medical societies
had.to drop their original full coverage contracts because of heavy financial losses.
Between the Scylla of excessively high prepayment rates covering complete service
and full payment for professional services and the Charybdis of moderate prepayment rates for complete service with extremely low fees for the physicians, the
medical societies chose the only safe way-the offer of inexpensive and limited
service to the subscribers and the promise of full payment to the physicians.
These facts, stated and commented on in countless publications in medical
journals, indicate that the American Medical Association has taken on a
Sisyphean task. It seeks to develop a satisfactory national health-insurance
program by voluntary action, although the natural limitations of the voluntary
method are well known. It desires to achieve the goal of country-wide organization, although the rank and file of the physicians are divided concerning the
basic principles to be applied. Stormy debates are going on over the advantages
and disalvantages of cash-indemnity plans and service plans, of combination
and separation of professional services and hospitalization, of complete coverage
and partial coverage of service, of rigid and liberal eligibility requirements and
of individual practice and group practice. The American Medical Association
believes that it can make the enactment of a health-insurance law superfluous
by promising something better in the future, although a broad and balanced health
program is needed now.
Whatever the fate of the various health bills may be, the wide discussion
of the proposals will set in motion many changes in community planning for
health services in general and for more effective organization of hospital and
professional services in particular.
The problems we are now facing are highly complicated.. Their solution
requires accurate analysis of facts, correct appraisal of existing medical-care
programs, fearless use of reason, constructive criticism of any proposal for the
improvement of health service and single-mindedness in carrying out what
appears to be a sound policy and one that is in accord with democratic ideals.
As Franklin Delano Roosevelt said in his Jefferson Day address, written
shortly before his death: "The only limit to our realization of tomorrow will
be our doubts of today. Let us move forward with strong and active faith."

Senator DONNELL. I have no further questions, Mr. Chairman.
The CHAIRMAN. Doctor, among other things, the witness, Dr.
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Ochsner, criticizing this proposed legislation, says that it encourages
quackery, and he says;
Another serious defect of socialized medicine is that it encourages quackery.
Four years after compulsory health insurance was adopted- in Germany, there
were 1,713 lay practitioners, "charlatans" and "quacks" in Germany, and in
1929, the last statistics I have been able to get, there were 12,413. Germany
has beeen the "happy hunting grounds" for quacks.
There is a belief deep seated in the human mind that the thing which you
can get for nothing is worth nothing. This accounts for the fact that many
of the members of the Krankenkasse value the services of their physicians
lightly and spend huge sums in running to "quacks" and in buying all sorts
of patent medicines.

Have you any comment to make on that?
Dr. GOLDMANN. Yes, I will be glad to make a comment on that.
And now I do remember Dr. Ochsner. In Germany, as in a few
other countries-namely, this country, and parts of Switzerlandthere was given permission to practice to certain groups of people who
did not have the medical education required.
In Germany, until Hitler came into power these people were
not admitted to the insurance system at all, which was one of the
most important policies. Of course it was a highly controversial point,
because these people did not like it. I pointed that out before. They
were barred from it on the very ground that they would not be
qualified to render service. They were not allowed to acquire any
degree or use anything resembling the medical degree.
In other words, they could not designate themselves as, shall we
say, "doctor of naturopathy," or something. That was not allowed.
There was a clear distinction made between physicians and nonmedical people, who were allowed to do a few minor things, but
were not allowed to do anything in the way of practicing medicine,
or anything even resembling practicing medicine, and were strictly
supervised; in fact, so strictly supervised, that their activity amounted
to practically nothing.
My considered opinion is this: If S. 1606 fails to limit participation
in the service to those with the highest qualification meeting the
highest standards, then I would say, "Do not touch it any more."
The moment you want to open the door to people other than the
medical, dental, nursing, and kindred professions, the moment you
consider anything like that, I would say "Stop."
I would say, "No use."
That certainly is going.to deteriorate the quality of medical care.
The CHAIRMAN. Doctor, further in the testimony of Dr. Ochsner,
he said:
One of the very worst features in any and every form of compulsory health
insurance so far devised, or, as I believe, can be devised, is that it unquestionably
lowers the confidence both of the individual and the public in the efficiency
and integrity of the medical profession.

Have you any comment on that

Dr. GOLDMANN. Well, it happens time and again in every country
in the world, that the public reputation of the medical profession
unfortunately is a little bit damaged. I am referring, for instance,
to the events in New York State, under the workmen's compensation
laws. Such things are highly undesirable, and, of course, very, very
unfortunate.
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I have no excuse for such things. I mean it happens any time,
everywhere, in every country; and all we can do is to see to it that it
happens as little as possible.

The CHAIMAN. Well, now, Doctor, since you have been in this

country, you have made the acquaintance, I am sure, of a vast number of medical practitioners in America.
Dr. GOLDMANN. Yes.
The CHAIRMAN. And you regard them as men of high integrity

and good qualifications?
Dr. GOLDMANN. Very much so.

. The CHAIRMAN. And have you become quite familiar with the pro-

lem of the distribution of medical care to the people of this country?
Are you familiar with the fact that there is a large section of our
population that are not at the present time getting the modern medical
care that they should be entitled to
Dr. GOLDMANN. Yes, sir.
The CHAIRMAN. You feel, then, that there is a great need for devising a plan whereby medical care can be more equitably distributed
in this country ?
Dr. GOLDMANN. I do think so, and this is based as I said before,

on the studies I have made in a large number of areas, industrial
areas, rural areas, large and small cities. It is always the same picture.
Except for a few areas, highly industrialized, densely populated,
well equipped with hospitals, having excellent doctors, and so onexcept for these centers, you find a very definite need for improvement.
You might assume that many of the doctors who live in large communities and are facing heavy competition there, after all, would be
perfectly willing to settJe in smaller communities, which would improve the situation, provided they found hospitals, good hospitals,
and good clinic facilities. That is where the shoe pinches.
Of course, that is one point only.
They have to make a living, too. That brings up the problem
of organizing payment for their services. These are the two reasons
why doctors are reluctant to go to small communities.
I have just returned from a trip to Texas and Mississippi, and I
want you to know I am giving most serious consideration to these
problems.
I am talking about this with everybody I can meet, beginning with
the-president of the medical society, and so on to the last person I can
get hold of, the farmer, his wife, everybody, to get their reactions.
There is only one opinion among these people; that we need more
and better doctors in these areas, and that we need.good hospitals or
at least good health centers.
The doctors*would not come, because we cannot pay for their full
service, so that is why we need a payment plan.
That is what you hear in the rural areas.
The CHAIRMAN. You are familiar with the hospital construction bill

recently considered ?
Dr. GOLDMANN. Yes, sir.
The CHAIRMAN. Do you believe that that is a move in the right

direction
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Dr. GOwMANN. I believe it is an excellent bill, except some minor

details concerning the administrative organization, which does not
matter in this connection.
I think that is an excellent bill and, personally, I have done what I
could to tell everybody that that bill should be supported.
The CHAmMAN. Now, Doctor, you have also said that the great

majority of the American people are honest, patriotic people who
desire to be honest and fair and decent in their attitudes toward life,
generally, and that you feel that only a very insignificant portion of
them would be guilty of malingering or other practices of that kind?
Dr. GOLDMAN.

I do think so.
The CHAIMAN. Do you think that a compulsory health system

could be put into operation in this country which would have the
complete cooperation or the practically complete cooperation of the
American people?
Dr. GOLDANN. I would put it this way, Mr. Chairman: I believe it

would have the complete cooperation of some 90 to 95 percent. It
would have the intelligent cooperation-that is the point-the intelligent cooperation of some of 90 to 95 percent of the people; provided
that the service is of good quality; provided that the doctors and
dentists and so on, are well-qualified people, and that the hospitals
meet high standards; and provided that you combine this whole program with an organized health education campaign.
You should not forget that you have got to provide for health
education, not only education in personal hygiene and healthful living, which, of course, will reduce the need for such a program but
also education in the intelligent and discriminating use of available

services. In other words, education in the active and intelligent
cooperation. And provided that these requirements can be met, I
believe the bill will work.

The CHAIRMAN. The educational proposal that you suggest there

is mist important. It is most important to educate the people so
that they may be able to take advantage of proper methods of living,
and so forth, so as to cooperate in bringing about a situation of good
health in the country.

Dr. GOLDMANN. Yes, sir.

Senator DONNELL. You are familiar with the position of the American Medical Association on this matter of compulsory health insurance?
Dr. GOLDMNN. Oh,yes, sir; absolutel.
Senator DONNELL. You know it is opposed to it
Dr. GOLDMANN. I know it, and I would like to add that I always
see to it that these facts, are known to everybody, because I do not
want anybody to get just one side of the picture. I want to add that
I just had correspondence with a trustee of the American Medical
Society, inviting him to speak before students, because, I do not want
them to get only one side. I prefer to have the qther side given by
a representative of that organization.
.That indicates, I hope, that I do everything I can to try to bring the
viewpoint of the AMA to the knowledge of the people, leaving it to
them what opinions they are going to form for themselves. That is
their business. But they have got to get the facts.
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. The CHAIRMAN. Doctor, are you familiar with the National Physicians Committee, which is associated with the American Medical
Association ?
Dr. GOLDMANN. Yes, sir; I seem to be on their mailing list because I

get all their pamphlets and releases all the time, and I have a collection of their literature.
The

CHAIRMAN.

Do you think that the literature which they have

distributed in the country is misleading and does not contribute to a
proper understanding of the questions that are involved in this
situation ?
Dr. GOLDMANN. The information is definitely misleading and confusing.
The CHAIRMAN. And if that goes to all of the medical profession in

the country, it confuses them, does it not ?
Dr. GOLDMANN. It does.

The CHAIRMAN. Of course, we have 125,000 physicians in the coun-

try, and as a general rule, those men are very actively engaged in their
profession, in the practice of their profession, and they do not usually
have the time to sit down and study out these problems completely,
and.they depend upon literature that they get from sources on which
they can depend.
Dr. GOLDMANN. Yes, sir.

The CHAIRMAN. And this kind of literature would be entirely confusing to them, would it not?
Dr. GOLDMANN. It certainly would.
Senator DONNELL. The house of delegates of the American Medical

Association is composed of representatives throughout the country of
the physicians and surgeons, is it not, Doctor ?
Dr. GOLDMANN. Oh, yes.

The house of delegates represents the

State medical societies, of course.
Senator DONNELL. And you know as a matter of general knowledge,

that they have given what they think is thoughtful and careful attention to this proposed legislation.
You know that, do you not?
Dr. GOLDMANN. I know that, and I just want to point out that there

is a very marked difference between the statement by the AMA and
the releases by this committee.
That gives you the whole story. I have been told by many of the
outstanding members of the AMA that they are a little bit disturbed
by the content of these releases and the effect of these releases by
an organization which the AMA itself, a few years ago, praised.
Senator DONNELL. The American Medical Association house of

delegates, however, has expressed very strongly and clearly its opposito, to compulsory health insurance, has it not ?
Dr. GOLDMANN. Very clearly, definitely and unqualifiedly it has

come out against compulsory health insurance; yes, sir.
Senator DONNELL. Th:.t is all.
The CHAIRMAN. Doctor, that literature which has been sent across

the country by the National Physicians Committee does not contain
the arguments that are being made by the house of delegates or the
American Medical Association itself; is that not true ?
Dr. GOLDMANN. No, it uses a number of arguments which are, to put

it mildly, incorrect. And it makes a number of statements which
alre not in line with the clear verbiage of the bill.
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I have nothing against people who wage a political fight, use "nice"
words and call people names. That is all right in a political fight.
But here we are talking about health service. And it is my considered opinion that whatever you want to say against it should be
said on the basis of tenable grounds, giving tenable arguments. I,
myself, have pointed out a number of arguments which could be used.
But all of these shortcomings can be remedied, and that is the point.
The CHAIRMAN. Thank you, Doctor.

We appreciate your appearance here today and the testimony that
you have given us.
The statements that you have published will be part of the record
here and will be considered by the committee.
We thank you very sincerely.
Dr. GOLDMANN. Thank you.
The CHAIRMAN. At this point I would like to insert a statement on

the New Zealand health program submitted to the committe by Mr.
W. B. Sutch.
(The statement referred to is as follows:)
STATEMENT BY

W. B. SUTCH

oF NEW ZEALAND

During my present stay in the United States, I have been struck by the character of some of the unwarranted criticisms leveled against the New Zealand healthbenefit program, viz:
1. That it is "socialized" medicine.
2. That it has resulted in a deterioration in the quality of medical care.
3. That it has led to unreasonable patient demands on the time of the
doctor.
4. That it has been abused by the doctor.
5. That it faces failure and bankruptcy.
New Zealand's health benefits include free treatment by a general practitioner
at home or office, hospital care, treatment in the out-patient department of a
hospital, maternity care, pharmaceutical prescriptions, X-ray diagnostic services,
physical therapy, visiting nurse service and part payment of specialists' fees.
These services are free to all members of the public, but as in the field of education, individuals are at liberty to make their own arrangements and some do
in fact.
When I say the benefits are tree I do not imply thereby that someone is getting
something for nothing. The money to pay for the benefits comes out of the
social-security fund, which is financed largely by a special social-security tax on
the income of every income receiver in the Dominion. The money thus raised
goes in part to pay the fees to doctors, hospitals, nurses, pharmacists, and so
forth, who elect to participate in the scheme. Practically all do.
Now as to the charges made against the New Zealand system.
First, that it is "socialized" medicine. If this charge is another way of
saying that New Zealand has state medicine, then the critics had better take
a closer look at us. State medicine is the provision of health services to the
general public by salaried practitioners paid by and under the direction of
the government. Most countries have some state medicine. Even the United
States has it-your public general hospitals and clinics for the poor, your tuberculosis add mental-disease hospitals, for instance, or your free medical service
to veterans through the Veterans' Administration and for merchant seamen
through the marine hospitals of the United States Public Health Service.
The New Zealand health-benefit program is not state medicine because the
overwhelming majority of doctors still make their living from patients' fees.
This is your present system here. In New Zealand, with the exception of a
handful of physicians in sparsely settled areas, who are on salary, and another
Director, procurement and shipping, southwest Pacific area, United Nations Relief and
Rehabilitation Administration. Former economist to
the Minister of Finance, New Zealand
Government; member of the New Zealand delegation to the Imperial Conference, 1986
of the New Zealand delegation, League of Nations, 1937; author, The Quest for Security
in New Zealand. 1942, Poverty and Progress in New Zealand. 1941.
85907-46-pt 4--28
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small group who prefer to be paid so much per person per year under their care
(capitation payments), the general practitioner derives his income from fees
charged for services rendered. The only difference from the common practice
in your country is that the fee is paid by the social-security fund, rather than by
the patient, or is repaid by the fund if paid by the patient. The doctor is free to
arrange with the patient that he pay an additional fee, and some in fact do; it is
my impression, however, that the majority of doctors by and large abide by the
general purpose of the health-benefit system and confine their charges to the
liberal amount paid by the social-security fund. And let me add that I think
that most of them prefer that to the old arrangement under which the doctor
tends to assess the ability of the patient to pay fees, soaking the rich where he
can, giving free service to the very poor, and being generally unhappy about the
whole business because his training makes him a doctor and not a tax assessor
or a real-estate appraiser.
Now the general purpose of the system-and this brings me to the heart of
the matter-is simply this, to make sure that people in need of medical care can
get it, Irrespective of their economic circumstances. New Zealand decided in
1938, when we passed our Social Security Act, that the health of the people is as
much a public concern as education or fire protection; and that like education
and fire protection, health services should be available to all. Now there are
several ways to get health services to the people. One way is the hit-or-miss,
catch-as-catch-can method in effect in most countries and such as we had. That
we found to be unsatisfactory. Another is state medicine-all doctors on the
government pay rolL A third method and the one we chose was the creation
of a fund, to which all would contribute on the basis of their ability to pay, and
out of which we would pay the doctor, the hospital, the nurse, and the dispenser
of drugs, for services and materials rendered as people need them. This is
the system we have. All contribute, through a 5-percent social-security tax
on income; all benefit, by applying for and getting health care as they need it
The arrangement is in effect merely a pooling of risks, since all of us, including
the healthiest, have occasion to see a doctor or to use a hospital at some time or
other and it makes no sense to deprive some of us of medical care simply because
we do not have the money to buy it at the particular time we need it.
Today everybody in New Zealand has access to medical care. Though many
medical and organizational problems remain to be solved that is the outstanding
fact about our health-benefit program. In spite of wartime shortages of doctors
and nurses, it has meant more health services to more people than at any time
in our history. That is progress, and progress in the right direction, and although
I for one would like to see more group practice and less individual practice, more
emphasis upon the organization of district health centers and less upon the
maintenance of the status quo, I cannot help but recognize that in its aim to
remove considerations of cost from the receipt of medical care, the Government
has beeh successful.
Now as to quality of care. Quality is hard to measure. I don't want to pass
judgment on the quality of health services in New Zealand today. I am not a
medical man. Speaking as a layman, however, I wish to point out that the whole
case for the alleged deterioration in the quality of care rests upon the assumption
that we have had a wholesale reorganization in the pattern of medical practice.
That assumption has no basis in fact. Our doctors are the same doctors we had
in 1940, before the establishment of the medical benefit. Patients still choose
their own doctors. Doctors are still free to accept or reject patients. What they
do with patients, short of malpractice, is still their own professional concern.
Hospital boards still run their own institutions and drug dispensers their own
establishments. The.only difference from the old arrangement is the source
of the money for payment. Why this should make any difference with respect
to the quality of service rendered is a complete mystery to me and I am sure to
any impartial observer.
It is true, that a few doctors have probably taken advantage of the security of
income afforded by the fund to go in for overconsultation with patients. That
is bad. No one defends it. The Government, I may say, is well aware of this
fact and is discussing with the New Zealand branch of the British Medical Association what should be done about these few doctors whose actions may not
be in accordance with professional ethics. Where, as in both New Zealand and
this country, the number of patients to be seen and the frequency of visits is left
strictly to the professional judgment and.private conscience of the doctor, it is
difficult to prove abuse. Responsibility for proper policing is not wholly the
Government's, I may add. The profession, too, has a responsibility.
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I want to say a word about the related subject of doctor income. One of the
more frequently heard objections to any kind of rational reorganization of health
services is the alleged effect upon the doctor's economic rewards. He will make
less money, it is said, and because he will make less money, the argument goes
on, his incentive to give the best .that is in him will be seriously impaired. This
comment is not, of course, particularly flattering to the doctor; but assuming it
to be true, what are the facts? The fact is that never before in the history of
the Dominion has doctor income been so high, never before have the economic
rewards for the general practitioner been quite so attractive. The combination
of opportunities to render medical service unhampered by patient ability to pay,
plus a guaranteed payment per service, has served to put the medical profession
in New Zealand nearer the top of the economic pyramid than in any other
country. It is the opposite of what some of the critics of health benefits have
feared. Doctors have not become poorer. If anything, the medical profession
is getting too great a share of the national income.
The other kind of abuse to which it is said our system lends itself may now
be mentioned-unreasonable patient demands on a doctor's time and effort.
There is some of that, too; not as much however as observers 10,000 or more miles
away think they see. Of course there are a few neurotics in New Zealand, as
there are In this country, too. They may pester the doctor for trivial or imaginary
ailments. They are overanxious about a condition very well in hand from a
professional point of view. If they think their present doctor is unsympathetic
to their needs as they see them, they go to another. They shop around, This
is no new problem. We had such people before. You have them now. The
problem, however, is minor and is one of proper administration. Regulations
have been issued, the effect of which is to spot the hypochondriacs and support the
doctor in his refusal to give more service than the situation warrants Some of
these neurotics, I may mention in passing, are really emotionally or mentally
unwell, and need more rather than less medical attention.
You will have gathered from all I have said that the intervention of the Government in the relations of doctor and patient, hospital and patient, and pharmacist and patient, is restricted to the economic sphere. The Government pays the
bill. It doesn't tell the doctor how to practice medicine or the pharmacist how
to compound prescriptions. Of bureaucracy, therefore, if I may use that muchabused word, there is relatively little, and I mention it not because it is an issue
in New Zealand, but because I understand it has become one in this country,
however imaginary it may be in relation to our system.
Lastly, a word about the bankruptcy which the Journal of the American
Medical Association says stares us in the face. We finance oursocial-security
program, as I've said, out of the recepits of a 5-percent tax on income. This
source is supplemented by a governmental contribution out of general revenues.
This tax, since the beginning of the program, has provided about three-fourths
of the receipts of the fund; a registration fee about 3 percent; and the Government contribution the balance. Most of the fund's expenditures are for cash
benefits for the aged, widows, orphans, invalids, the sick and unemployed, and for
our children's allowance scheme. The health benefits last year represented about
30 percent of the fund's expenditures; and administration, including the cost
of tax collections, about 3 percent.
Since the fiscal basis of the social-security program-cash benefits and health
benefits together-rests upon taxes, and these are geared to yield enough to pay
the benefits, the case for the charge of bankruptcy rests in the last analysis upon
the ability of the national economy to pay these taxes. About that, there is not
in my opinion any question. Unless we go into an economic tailspin which will
curtail our whole standard of living, what we put aside out of current income
will suffice to meet our obligations for cash benefits and health benefits. New
Zealand's policy of full employment will insure this.
Ony a few months ago, in order to meet expanded pension payments which
are now in operation, Parliament strengthened the fiscal base 'by raising the
social-security tax from 5 to 7% percent, effective later this year. We were
enabled to do this by reducing our national security or war tax from 7% to 2/
percent, which means a net saving to taxpayers for both taxes combined of 2%
percent. We spent hundreds of millions of pounds for the war, much of it out
of increased taxes; we think it will not be too difficult to find 5,000,000 pounds
for health benefits It is worth at least that much to us in the improved health
and well-being of our people.
Our system of health benefits is still young in New Zealand. It has problems
and it is experiencing the usual growing pains. It has had to meet special
diffi-
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culties because of the war. But it stood up under the trying conditions of wartime; and we haven't the slightest doubt that it will gain strength and efficiency
in the next few years. And, whatever the Government in office-for the opposi.
tion party also subscribes to social security-the system is here to stay.

(Subsequently the chairman submitted for the record a statement by

C. E. A. Winslow of the Yale University School of Medicine:)
YALE UNIVERSITY SCHOOL OF MEmCINB,

HIrTORICAL LIBARY,
New Haven, Conn., June 28, 1946.
Hon. JAMES E. MURRAY,

Chairman,Education and Labor Committee,
United States Senate, Washington, D. 0.
My DEAR SENATOR MURRAY: May I-from the standpoint of a teacher and
student of public health--express my earnest hope that the national health bill
(S. 1606) introduced by Senator Wagner and yourself may be favorably reported
by your committee?
I gather from the press that title I dealing with grants to States for public
health services and medical care of the needy is not controversial since it
represents, in the main, a continuation of well established policies. I shall
therefore address myself to title II on prepaid personal health service benefits
which contemplates a new and important advance in national policy. It involves
a comprehensive plan of contributory insurance to cover the cost of complete
medical care for the bulk of the American people.
Of the need for some program which will make the facilities of modern medicine available for our population, there can be no possible doubt. We have in
this country, in proportion to population, more and better doctors, more and better hospitals, more and better dentists and nurses than any major nation in the
world. And yet the lower half of our population, from an economic standpoint,
actually receives less than half the medical care which it needs and which is
actually received only by families with incomes over $10,000 a year. This inequality (which has been demonstrated again and again by all careful studies) is
a direct challenge to our American creed of equal opportunity.
The problem cannot be solved by voluntary prepayment programs such as the
Blue Cross plan for hospitalization and the plans for medical care offered by certain State medical societies. Such programs may be helpful in spreading costs for
families of reasonably high income; but they cannot by any possibility reach
down to those families which most need assistance. Nor will it suffice to increase
appropriations for the care of the indigent or to rely on the generosity of individual physicians. The great mass of our employed population will continue
to refuse pauperization either by the physician or the State; and will continue
to go without medical care if it cannot obtain it as a right, for which funds have
been duly set aside.
So far as more than half a century of world experience ias shown us, there are
only two ways in which the vast resources of medical care can actually be made
available to the bulk of the population. One of these is universal service by
salaried physicians employed by the State, in force in the Soviet Union and comparable to our system of State education. The other method, and the only other,
is compulsory insurance.
The' system of prepaid personal health service provided in S. 1606 is not state
medicine. It is an orderly procedure for collecting the funds to pay for medical
care when the emergency of sickness may arise. It is a method of payment, not a
method of service. The service is to be provided exactly as at present by existing
hospitals and existing physicians-the chief practical difference being that payment of bills is guaranteed. I personally hope that the system of group practice
by voluntary groups of physicians affiliated with voluntary hospitals will increase
in the future with payment to the group on a capitation basis. But the bill in no
way requires this. It provides that physicians may render service as individuals
if they wish, and that the physicians in any area may decide whether they shall
be paid on a fee-for-service, on a capitation, or on a salary basis. Administratlop
is to be decentralized to meet varying local conditions and guided by advisory
councils representing the professions and the general public.
Finally, the program for a prepaid personal health service proposed in this bill
would not involve the expenditure of any considerable sums of new money. The
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"consumers" as a group in recent years spent about 35 percent of their income on
medical care, and this proportion of the income would be sufficient for all the
objectives now in mind; but the service would be available for all and not merely
for the favored few who alone have received it in the past. This bill represents
a sensible, orderly, and economical procedure for pooling our financial resources
so that those who need medical care most urgently may receive it, automatically
and without loss of self-reSpect.
This is an end which should be attained with a minimum of needless delay. The
passage of this bill would constitute the most important contribution to the health
of the American people which can be made at the present time.
Sincerely yours,

I

'C. E. A. WiNSLOw.

(The claimant also submitted the following statement on compara-

tive death rates of the United States and other countries, prepared by
the Social Security Board:)
[Memorandum]
JUNE 18, 1946.

To: Senator James E. Murray.

From: I. S. Falk.
Subject: Comparative death rates of the United States and other countries.
In accordance with your request transmitted by Mr. McMurray, I am sending
you data on the comparative death rates of the United States and other countries.
I. S. FALK.
COMPARATIVE DEATH RATES OF THE UNITED STATES AND OTHER COUNTRIES

(Prepared by-Social Security Board)
Table 1 gives the age specific death rates for males in the specified countries
where such death rates were lower than the corresponding death rate for males
in the United States. The death rates of infants under 1 year of age is in
terms of 10,000 live births. For instance, the table indicates that the United
States death rates for infants under 1 year of age per 10,000 births in the 3-year
period 1934-36 was 641. Six nations in that general period had infant death
rates lower than that in the United States. These were New Zealand, The Netherlands, Norway, Australia, Sweden, Denmark, and Switzerland. All the other
nations for whom information was available had death rates exceeding those
of the United States. The striking fact in this table is that (a) at no age are
death rates in the United States the lowest, (b) the death rates in the United
States are comparatively most favorable for infants under 1 year of age. The
comparative position of the United States becomes worse as we pass from infancy
to older ages. Thus, while for male infant death rates the United States is in
seventh position, in death rates of children in ages 1-to 4, it is in ninth position,'
and progressively its ranking becomes less and less favorable as we pass to the
older age groups.
Table 2 parallels table 1 except that It is for females. With minor exceptions,
the picture is the same.
In the testimony of Dr. Sensenich of the American Medical Association, the
point was stressed that the favorable position of New Zealand with respect to
death rates resulted from the fact that their death rates were., restricted
to the white population only, while in the United States both whites,and nonwhites were included. But even where we limit comparison to whites, better
still the native-born whites only, New Zealand and a number of other countries
still have death rates significantly lower than in the United States.
Table 3 shows life expectancy of native white males in the United States
on the basis of the death rates of 1939-40, compared with life expectancy of
white males in foreign countries on the basis of prewar death rates in these
countries. It shows that at no age is life expectancy in the United States
the highest, 1. e., death rates the lowest. Moreover, paralleling tables 1 and 2,

it shows that the United States compares most favorably with respect to life
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expectancy at birth and its position becomes comparatively less favorable
with advancing age. At birth the United States is in fifth or sikth position,
being tied with Denmark. At age 20 it is in ninth position. At age 40 it is in
twelfth position, and at age 60 it is in thirteenth position, or the last of the
countries with which it is compared.
Attached, also, for your information are photostaie copies of a table from
the Monthly Bulletin of Statistics of the League of Nations showing comparative infant mortality rates for a large number of countries for males and
females combined. Again the relative position of the United States is essentially the same as that shown in tables 1 and 2. These statistics indicate that
for no year for which we have data, and at no age do we have the lowest death
rate. This is the case even when we restrict the comparison to native-born
white population. Therefore, in terms of death rates, we are not the healthiest
nation in the world.
TABLE 1.-Death rates, by age, for males in selected countries for specified period,
equal to or less than corresponding United States rate, 1984-86
Age
Country

Period

-

M
S" a s 3

United States-....

1934-36

s

a

s12)s

1936

9
10
14
12
15

16
16
24
18
25

24
21
()
24
34

34
29
47
39
40

46
37
55
53
49

() (9) (3) (9) 21 26 27 32 40 53
487 40 16 13 24 30 32 34 43 6
) ( ( 12 24 30 31 34 41 54

England and Wales.---

14
14
15
15
16

23
23
46
30
33

Canada--------------Switzerland-----...----.
Germany....-------.---

1937
1937-38
1932-34

27
()
35
41
38

22
21
()
25
33

345
474
506
460
513

. 1934-36

Finland.------..

1937

--.....
1931-35

Hungary.f29pr
Bulgaria. ,--- -------.
Portugal ,,-------- ---

E1( 1937

1933-86
1930-32

Greece..:..------------1927-29
Spain------------ -----. 1920-31
Japan--------------- 1934-36
Chile-----------------

1930-32

S

s

S

0.t

s

(8 ()

(
()

13 20 29 29 31 42 56

)
)

°

(3)

(

(

(
3)

() ( )

(3) (1)

)
)

()

()

352
347
315
401
345

558
565
495
619
542

1,266
1,282
1,238
1,291
1,287

95 145 227 362597 1,346

85 134 196 296 449 ()

98
105
100
91
102
89

135
143
149
144
143
119
150

88272421
20 276 400
209 314 ()
188 303 407
207304 460
17 261 415
207 315

(

(

97 295

(

66 1,881
()
677
()
181
714
661
(
714 1,

()

)

(
)
) (7
439 702
21 8)
140 198 2
(3)
()() 59 I 73() 101 (3)

(3) (3) ()

)( (

9

( (3)
( (

230
208
197
263
210

71 104 143 242 363 562 1,178
85 130 191 299 464 711 ()
75 113 116 256 408 654 1,367

4 35 46 52 74 109 156

1) 13 25

(to (4
(fo (ags
) () ) (8 (
(
() ()

()

67 96 145
54 79 132
67 89 132
78 115 179
69 96 142

4214 11 1824 2427 34 4465

1936-37
() (s) 15 22 ()3741 5065
Belgium........------Luxemburg---------..
1935-36 ()
47 18 15 ( 3) 3
36 52 66
()
62 73
( ()
----................
1934-36
Latvia
---Ireland-..t-----()(
()8))
()
Ireland
r--e---d----- ----- 1935-37
193-7
5 47 63 71
)
37 43 58 72
)
1
. 1933-35 ('
--Austria.---..-----..
3844 4 69
(
(
)(
Italy-----.....----------1935-37
) () (
1 ) 31 35 40 54 74
1937
Scotland-----........
France..--------------..
1935-36
) ()
13 () (3)
( ()
(
Estonia----..........------.......------- 1933-35
)
) (
)
( ( ( (

Northern Ireland------

aS

641 49 18 15 25 35 40 48 65 81 116 160 214 331 476 715 1,393

1935-36
New Zealand...----.--Netherlands.--------- 1933-35
Norway -........----1931-35
Australia.........-..---1932-34
Sweden---....
.--..--1934-36

Denmark-..----

4

(

45 52 66

3)
(3)
n
()

(3

89 118 172 260 35 555
146208 27 459 ()

155 ()

()

(

301 454 600 1

.()

-

I

( (

(

(

R)

(

1 Rates per 10,000 live births.
s Rate of 129 per 10,000 for ages 0 to 4 comparable to rate of 175 per 10,000 for United States, 1934-86.
8 Rate per 10,000 population; denotes higher rate at specified age than United States rate.
* Rate of 1,220 per 10,000 for ages 70 and over.
* Rate of 1,167 per 10,000 for ages 75 to 89.
Source: League of Nations, Economic Intelligence Service: Statistical Yearbook of the League of Nations,
1941-42 Geneva, 1943. League of Nations, Health Organization: Annual Epidemiological Report, Corrected Statistics of Notifiable Diseases, for the year 1938; Geneva, 1941. Department of Commerce, Bureau
of the Census: Vital Statistics Rates in the United States, 1900-40; Washington, 1943.
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TABLE 2.-Ieath rates, by age, for females in selected countries for specified
period, equal to or less than corresponding United States rate, 1934-S6
[Rate per 10,000 population]
Age

a

United States.....

3S

2

a

.

S o

1934-36

509 43 15 12 21 30 35 40 51 59

New Zealand.--.----..
.
Netherlands---------Norway ------------Australia-----------Sweden -----------Denmark.-----------...
Canada-.-------------.
Switzerland
.........Germany.------------England and Wales-. - .
Belgium.........------Luxemburg..-------.Latvia.--------------Ireland..--------......
.
Austria.------------Italy.---....--------..
..
Scotland-.--.-------..-France.-------------Estonia.------------

1935-36
1933-35
1931-3
19321934-36
1934-36
1937
1937-38
1932-34
1936
1936-37
1935-36
1934-36
1935-37
1933-35
1935-37.
1937
1935-36
1933-35

286
366
390
367
392
()
(3)
405
()
504
(3)
()
(3)
(*

Northern Ireland-------

1937

Finland-----..
--------.. 1931-35
Hungary-------------1937
Bulgaria..- -----------....
1933-36
Portugal.....---------------1930-32
Greece----....
.-------.
. 1927-29

23
()
31
36
30

11
11
12
12
13
11
() ()
35 14
() (3)
) (3)

7
9
12
9
(3)
8
()
11
10
11

()

()

43 14 ()
(3) (3) (3)

()
(3)

()

)
()

)
)

10
14
(3)
14

19
18
(3
21

()

()

15
19
17
20
19
20
(

21
27
25
25
26
()
30

21
21
(3)
26
31
26
29
29
29
27
32
32

) (3) (3)
) (3 () (3)

(3) (I
() (

()

( )
(
(
(
(
(3)

SX

S

-4

Period

Country

(3) (3) (3)
(3 (
)
(3) (3) (3) ()
) ()
() ()
3)(3) (3)
(3)
(3)3)

)
(

-------...... .....
1934-36
Chile------------- . 1930-32

() 35
) () ()
29 31
(3)(3)
) ()
(')

(3)

()
12

3)

3

(

)

)
3

()
)
(3) (3)

3

()

s

s

.

I0

84 116 157 252 377 591 1,291'

27
25
38
30
32
31
34
30
32
28
35
32

29 41 55 80
32 39 55 83
40 47 59 79
37 44 61 86
36 45 61 83
38 45 65 88
42 52 61 90
33 43 57 87
37 46 63 91
35 44 62 90
40 49 67 94
41 40 69 86
(3) 50 52 62 85
(3)
(3) (3) (3)
37 44 55 71 100
() 46 54 66 90
36 44 54 75 108
(3) 49 (3) 77 106
(3) 50 53 59 87
() ()48 (
()
(3)
) (
80 101
49 57 74 107
))
3) 72 91
) )
74 90
3)
()
111

Japan

()

.9

) (

)

117
125
111
118
118
132
117
130
134
129
135
150
117
(3)
146
135
148
142
120

176
199
160
178
180
207
192
2.2
210
205
208
(3)
183
(8)
229
213
250
220
187

295
317
253
293
30o
8
300
364
353
334
331
369
293
370
374
353
()
330
3

(3)

(1)

(3)

142
145
141
124
149

224
238
214
201
209

358
()
346
323
335

458
534
418
469
501
565
518
590
589
557
543
(3)
482

1,110
1,235
1,156
1,110
1,243
(
1,160
(3)

()
1,267
1,222
()
1,175
1,106

)

()

()
(4
(4)
479 1,142

(3)

(3)

571

(
()
519 1,155
566 ()
514
27

(

f)

Rateg per 10,000 live births.
SRate of 101 per 10,000 for ages 0 to 4 comparable to rate of 140 per 10,000 for United States 1934-36.

I

SDenotes higher rate at specified age than United States rate.
' Rate of of 1,001 per 10,000 for ages 70 and over.
ARate of 1,119 per 10,000 for ages 76 to 89.
Source: League of Nations, Economic Intelligence Service: Statistical Yearbook of the League of Nations, 1941-42; Geneva, 1943. League of Nations Health Organiation: Annual Epidemiological Report,
Corrected Statistics of Notiflable Diseases, for the year 1938; Geneva 1941. Department of Commerce,
Bureau of the Census: Vital Statistics Rates in the United States, 1900-40; Washington, 1943.

TABLE 3.-Average future lifetime of native white males in the United States at
1939-40 death rates, and of white males in foreign countries at death rates

for recent.prewar years'
At birth

New Zealand-----Netherlands..--- .
Australia...........
Sweden-----.........
United States ...
Denmark........
Norway...----- --.
Switzerland---Englandand Wales.
Germany.-----.
Canada...--.
South Africa-...

Eire................

At exact age 20
65.5
65.1
63.5
62
62.0
620
81.0
00.7
602
59.9
59.0

Netherlands-.---..
New Zealand-....-.
Denmark-...---.
Sweden----...--....
Australia----........
Canada--.----.....
Germany_--------Notway.--..-----..
.
United Statess...-..
England and Wales.
Italy..........
.

59.0 Eire --------.

580 Switzerland...----

At exact age 40
50.9
49.9
49.8
49.4
4. 8
48.7
48.2
47.7
47.3
47.1
46.8

Netherlands------Sweden ..-----...
Norway.--....--Denmark--------New Zealand--Canada...-------Australia...------ .
Germany-------...
Italy--------..
...Eire-..---.. -----...
England and Wales-

46.8 United States 2--.

46.5 Belgium----....

At exact age 60
32.8
32.5
32.4
32.1
32.0
31.6
31.1
30.8
30.4
30.3
29.6

Norway----....
.
Sweden...--...
Netherlands....
Canada----....
Denmark ----..
New Zealand-...
Australia--..--..
Eire-..------..
Italy------.....
Germany ......
South Africa...
29.6 Latvia------29.5 United States s..

17.0
16.
16.3
16.0
16.0
16.0
15
15.5
15.2
15.1
15.0
14.7

14.7

SFigures for foreign countries are taken from Population Index, vol. 8, No. 3, July 1942, pp. 244-24.
SDeaths registered in the United States are increased by 3.1 percent to allow for incomplete registration.
No allowance is believed needed for most of the other countries.
Source: Estimates of Future Population of the United States 1940-2000. National Resources Planning
Board, August 1943, p. 7.
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LEAGUE OF NATIONS-GENEVA-MONTHLY BULLETIN OF STATISTICS. SEPTEMBER 1945
INFANT MORTALITY-DEATHS UNDER 1 YEAR PER 1,000 LIVE BIRTHS

As a general rule, the rates given in the table are calculated from the number
of deaths under 1 year occuring in the course of a calendar year and the number
of births registered during the same year. If sudden clfanges take place in the
number of births (e.g., as the result of mobilisation, demobilisation, etc.),
the rates thus calculated are less correct than those which would be obtained
on the basis of the deaths under 1 year in the course of a year and the births in
the course of the preceding 12 months. The rates for Germany, BohemiaMoravia, the Netherlands, and since 194f, England and Wales are calculated in
this way.
Another method of correcting the rates would be to determine how many children borii in the course of a calendar year died during their first year. Thus, for
Belgium, the infant death rate given in the table for the year 1941 is 84, whereas,
on the basis of the number of children who were born in 1941 and who died
during their first year (i.e., in 1941 and 1942), the rate would be only 75 percent.
Where the registration of births is incomplete, the infantile death rates are
obviously too high. In some cases, the fall in the rates may therefore be due to
an improvement in the registration of births or to registration of births which
occured in previous years (e.g., Spain, 1940, Mexico, etc.).

Country

Average
1-25
6-3
1921-25 1926-30 1931-35

1936

1937

1938

1939

1940

1941

1942

161
198

162

150

168

19438

AFRICA

Egypt:
AtI------------B -------------------Mauritius..........-------.
Union of South Africa
(white population)......

144
224
142

152
218
141

165
208
161

164
205
142

163
205
163

73

67

63

59

52

49

50

98
74
United States.......-----.
71
White population -....
112
Others.....--------'223
Mexico I---------------116
Argentine-.......-------Barbados.-------. -----...
265
Chile 1.-------Colombia 1 .............-Costa Rica -.......------.. " 234
Ecuador '------------..
Guatemala I----.-----.....
175
British Guiana.-----.....
176
Jamaica .-----........--Nicaragua
-................
Salvador 1.................
Surinam...---------..
--1133
Trinidad and Tobago--...
105
Uruguay..................Venezuela --..............--

93
68
63
104
173
113
'263
229

75
59
54
90
134
97
240
248
* 156
4166
1659
145
S105
144
143
S105
140
72
122
100
149

66
57
53
88
131
97
198
252
153
153
151
91
120
131
99
120
63
97
92
135

63
51
47
79
125
106
221
236
156122
142
101
166
129
92
117
59
99
99
139

61
48
44
74
123
91
19
225

163

142

51

48

48

60
45
41
.75
123
82
223
200
150
123
139
100
84
104
103
105
59
109
83
121

54
40
37
65
118
84
175
195
154
157
141
132
97
98
130
117
70
119
93
115

54
40
37
63
117
78
164
194

120
121
95
16
62
104
82
132

56
47
43
74
126
90
180
217
140
132
158
102
104
112
109
121
62
106
86
122

166
98
131
127
136

149
89
144
134
139

129
108

120
185

156

160

107
54
121

127
59
147

116
56
132

140
140

AMERICA

Canada....--------------

ASIA

Ceylon ...........-------------........
Cyprus...------------..............
Straits Settlements.....-------Federated Malay States Unfederated Malay States.

India:

Bitish province .......
Burma.....------.------

Japan...------------

-----..................
Palestine-Jewish-.................
Moslems.------Philippines I------

'

172
158

160
140
1 129
98

190
161
199
178

175
152
203
182

182
141
173
146

166

105
171
142
170

161
131
151
147
151

182
185
159
*180
S126

178
207
137
178
96
193
157

170
195
120
151
76
166
151

161
195
117
122
69
136
134

167
223
114
112
59
128
139

S191

157

Footnotes at end of table.

162

140
156

113

204

136

99

110
93
109

132
121

/
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Average
Country

1936

-

1937

1938

1939

1940

1941

1942

1943

1921-25 1926-30 1931-35
EUROPE

Germany:'

72
68
64
65
62
62
---- -------- -- ----- ----A .-----------------66 .--63
63
60
60
64
66
74
94
122
B .------------------.
72............
69
83
92
93
99
117
136
Austria------.------------70----73
60
76
85
91
113
152
Danzig -------..------67
77
84
85
73
73
74
79
82
95
100
Belgium.................
'144
127
123
136
139
144
150
144
147
147
156
Bulgaria I..---------------46
47
55
50
58
59
66
67
71
82
82
Denmark..-----.-------99
103
143
109
t
135
120
130
109
113
124
143
Spain ...---------------77 --.----------91
89
95
106
107
---------.
Estonia..------..
67 ---59
88
70
68
66 , 9
72
88
96
Finland..-----------------71 1 75
73
91
63
65
65
67
73
89
95
France ------.------- ----------------.
.----99
122
114
122
--------------------Greece.-------...
Hungary:"
o 131
151
128
134
122
------ -------------------------A..---------------------134....
117
130
121
131
134
139
157
172
187
B ...-----------------80
69
74
66
66
67
73
74
68
70
69
Ireland----------------51---33
36
37
28
32
47
51
53
53
Iceland-- -----. ----------108 ...-115
103
97
106
109
100
105
119
127
Italy -....---------.....
----------------70
68
85
80
85
95
96
Latvia...-----.-----------.
--------113 t 122 .--.---..
120
128
145
155
8 167
Lithuania 11 --..--------..
----- ---- ---82 ----......
67
71
86
108
110
Luxemburg..----..------210
345
303
276
227
225
243
190
277
278
267
--Malta ..---------....------37----37
42
42
45
49
52
-----Norway -....-40
40
43
39
34
37
38
39
45
56
64
-Netherlands-..---.-.----------- -140 ............
136
141
137
147
Poland I..............------------133
131
151
126
120
137
151
140
146
i 146
146
Portugal---..------------183 .---.
166
189
176
183
178
175
182
192
201
Rumania 1---------------52
54
64
61
54
55
61
62
65
70
78
United Kingdom.. ------s 49
51
60
57
61
53
58
59
62
68
76
England and Wales...
" 65
69
83
78
69
70
80
82
81
85
92
Scotland -------------78
76
77
86
70
75
77
77
78
79
82
Northern Ireland....-.
29
20
37
39
89
42
45
43
50
58
60
Sweden...--------------I 40
38
41
46
43
47
43
47
48
54
65
Switzerland ..----------..
-----122 1121 .
124
130
147
155
Czechoslovakia..--------..
100
98
99
94
95
---- ----------- --- -----Bohemia-Moravia ..----- --------79 . 79
66
73
69
85
97
103
115
Sudeten Territories *---------------.
135 ......
----------------- ----. 156
--...
---.......
-- .
Slovakia......-----...
144 -----------------141
153
137
151
------.
Yugoslavia I..---------......
OCEANIA

58
Australia--.....----------.
119
.
.---------.
Hawaii-----...
New Zealand ---------.-----43
Europe population
------Maoris .--------.---

52
95
41
37
108

41
74
39
32
98

41
73
41
31
110

38
69
39
31
92

38
59
50
36
153

38
52
42
81
115

38
45
37
30
87

40
40
40
30
125

39
39--37
29
98

36
39
31
90

I Provisional or approximate figures.
2 Egypt: A. The whole country. B. Only localities having a health bureau; the registration in these
localities is more complete.
S1922-25.
S1935.

S1933-35.
* Germany: A. Including the Saar territory, Australia, the Sudeten districts, Danzig and Memel. B.
The Reich within the boundaries of 1937, i.e., including the Baar territory. The aggregate rate for the territories under A and the western provinces of Poland was 72 in 1941,77 in 1942, and 82 n 1943. For the Polish
provinces alone, the rate was approximately 135 in 1942 and 136 in 1943.
7 Belgium: Not including children born alive, but who died prior to registration. If they were included
the rates would rise by 7-8 points.
* Bulgaria: Within the frontiers of the Treaty of Neuilly, 1943: I-VI (I-VI, 1942: 182).
SFrance: -As from 1939, not including Alsace-Lorraine (corresponding figure for 1988: 66); 1942, 1943, not
including Corsica.
1' Hungary: A. Aggregate rates including, for 1989, also the northern territories; for 1940, in addition,
Subcarpathia; for 1941, in addition, Transylvania; since 1942, in addition, the southern territories, 1943:
I-XI (I-XI. 1942: 153). B. territory of the Treaty of Trianon.
U)Lithuania, 1939, excluding Memel.
" Rumania, 1940,1942 without the ceded territories; 1942: including Beesarabia and Northern Bukovina.
s 1944: England and Wales, 48; Scotland, 06; Switzerland, 42.

The CHAIMA. Dr. Joseph S. Wall is our next witness. Doctor
Wall, will you state your full name and the organization that you
represent?
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STATEMENT OF JOSEPH S. WALL, M. D., ON BEHALF OF THE
AMERICAN ACADEMY OF PEDIATRICS
Dr. WALL. I am Joseph S. Wall, M. D A. M.,.D. Sc., a physician
in the private practice of medicine in the district of Columbia for 49
years, the last 40 yearsspecializing in pediatrics.
Formerly a member of the Board of Medical Examiners of the
District of Columbia.
Professor of pediatrics, School of Medicine of Georgetown University, until retiring in October 1945.
For 7 years medical director of the Child Welfare Society of
Washington and of its eight child-health centers, until the latter were
taken over by the Department of Health at the solicitation of the
society.
Member of the American Medical Association and of the Southern
Medical Association. Past president of the Medical Society of the
District of Columbia.
President, from November 10, 1944, until January 17, 1946, of the
American Academy of Pediatrics, and at present chairman of its committee on legislation.
Sometime member of the board of directors of the American Association for the Study and Prevention of Infant Mortality and of the
American Child Health Association.
Member of the Medical Advisory Board of the Children's Bureau,
United States Department of Labor.
Member of the board of editors of the archives of pediatrics, the
District of Columbia Medical Society's Annals, and of the clinical proceedings of the Children's Hospital.
Consulting pediatrician to the Columbia Hospital for Women, the
Doctors Hospital, and the Christ Child Convalescent Home.
For 50 years, the coming October 1, a member of the staff of the
Children's Hospital of Washington and at the present time chairman
of its medical staff of 165 members.
Mr. Chairman, this is a statement on behalf of the American
Academy of Pediatricians.
OPPOSITION TO 8. 1606

The objections of the Academy of Pediatrics to the enactment of
S. 1606 are based upon the general principles that such would be deleterious to the interests of the children of the country, aside from
its harmful effects upon the science of pediatrics and the education
of pediatricians.
THE AMERICAN. ACADEMY OF PEDIATRICS

In justification for, requesting the privilege of appearance before
this committee in opposition to the enactment of the National Health
Act as at present written, we would submit the following information
concerning the composition, activities, and purposes of the American
Academy of Pediatrics.
The academy is a national organization of nearly 2,000 children's
specialists. It is in reality an international and hemispherical or-
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ganization inasmuch as its membership includes children's physicians in Canada, Mexico, Cuba, Puerto Rico, and all of the republics
of South and Central America save one.
The purposes of the Academy of Pediatrics are set forth as follows
in its constitution:
Article III, section 1: The object of the academy shall be to foster and stimulate interest in pediatrics and correlate all aspects of the work for the welfare
of children which properly come within the scope of pediatrics. The academy
shall endeavor to accomplish the following purposes:
(a) To establish and maintain the highest possible standards for pediatric
education in medicalschools and hospitals, pediatric practice and research;
(b) To perpetuate the history and best traditions of pediatric practice and
ethics;
(c) To maintain the dignity and efficiency of pediatric practice in its relationship to public welfare;
(d) To promote publications and encourage contributions to medical and
scientific literature pertaining to pediatrics; none of which objects is for pecuniary profit.

Furthermore, the academy has demonstrated its active interest in
the welfare of the children of the Nation by inaugurating last year a
"study of child-health services"'throughout the State, county, and
city in our country. This study is now in actual progress under the
direction of able administrators and investigators and contemplates
a work of 2 years' duration at a cost of approximately a half million
dollars. The funds for this State-wide investigation of the needs of
children have been provided from the limited reserves of the academy
itself and from other organizations interested in the welfare of children, including a grant-in-aid of $116,000 by the National Foundation for Infantile Paralysis. This study also has the assistance and
cooperation of the United States Public Health Service and of the
Children's Bureau of the United States Department of Labor.
The aims of the academy and of its individual members are encompassed in the first paragraph of this study committee's report, namely:
To make available to all mothers and children in the United States of America
all essential preventive, diagnostic and curative medical services of high quality,

which used in cooperation with the other services for children, will make this
country an ideal place for children to grow into responsible citizens.

Our objectives and aspirations coincide exactly with those of the

more vocal social and political reformers, utopian evangelists, and
some fanatical crusaders whose enthusiasm too often outruns the
boundaries of common sense and realism. We, too, seek diligently the

Holy Grail symbolic of perfection in mother and child protection from
the vicissitudes of ill health. Our quest differs not from that of the
social crusaders, our goals and desires are equally alike, but the methods of attaining these ends, from our point of view, do not agree in
many respects with the programs thrust upon us, usually without our
knowledge and without the utilization of that experience we possess
in the practice of pediatrics which should be recognized as necessary
in determining the success or failure of any projected planning for
child betterment.
CRITICISMa

OP TITLE I

The academy approves of the objectives of title I, part A relating to
grants to States for Public Health Services, but feels that greater effort
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should be made in health legislation to care for general measures of
sanitation relating to factors bearing upon health such as water supply, food and milk supply, sewage disposal and the like. Nor can the
academy approve of the actual prohibitions contained in the National
Health Act as outlined on page 13, lines 12 to 17 inclusive, to wit:
The term does not include: construction of hospitals, water supplies,
sewerage or other waste-disposal systems, or of other facilities: operation or maintenance of hospitals (except hospitals for persons afflicted
with infectious diseases), water supplies, sewerage or other wastedisposal systems; and related matters.
Title I, part B, is in reality an abbreviated version of S. 1318 (the
Pepper bill), dealing with grants-in-aid to States for maternal and
child health services, including the care of crippled children, although
much of the detail of S. 1318 has been omitted.
The academy sees no necessity for and objects to the blanket coverage
for "all mothers and children in the State or locality who elect to
participate in the program" (p. 16, lines 2,3, and 4).
Present organic law, the Social Security Act, as amended, provides
for support from the Federal Government to States,- "especially in
rural areas and in areas suffering from economic distress," under
title V, parts 1, 2, and 3, covering practically the identical needs of
children now set forth in title I, part B, of the National Health Act
of 1946, the coverage being limited because of the specification of funds
to be allotted for these purposes.
The academy has always urged that the Congress grant adequate
appropriations to carry out such programs for maternal and child
health and crippled children's services for needy persons. Representations have recently been made on the part of the academy to the
Ways and Means Committee of the House to remove the financial
restrictions now specified under title V of the Social Security Act, in
order that more adequate funds shall be made available to the Chtldren's Bureau to extend provisions of its present programs.
The absence of a "means test" with the opening of the doors in title I,
part B, to "all mothers and children in the State or locality who elect
to participate in the program" (p. 16, line 8), together with the provisions of title II, section 201 (a), thatEvery individual, who is currently insured, and has been determined by the
board to be eligible for benefits under this title in a current benefit year, shall

be entitled to receive personal health benefit--

constitute serious objections, in the opinion of the academy, to the
adoption of such legislation.

An act conceived to provide adequate medical care for those in low
economic groups, which actually discriminates against these individuals by diminishing funds available for their medical care'due to
the inclusion of all persons, regardless of income or financial status, is
certainly of questionable justice or equity.
We object to the provisions of title I, part B, and of title II, because
of the omission of an adequate and equitable means test in determining
eligibility for benefits under the program. On the other hand, the
Academy of Pediatrics favors the expenditure of Federal and State
moneys for the benefit of those in need and unable to provide proper
medical care from their own resources.
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MEANS TEST UNDER 8. 1606

Strange as it may seem, the proposed National Health Act does
incorporate in its paragraphs several means tests, one of which is
implied and others directly named, one of the latter having application
both to "the quick and the dead."
The first means test of sorts is that which specifies a ceiling to
taxable wages up to $3,600 a year, although not mentioning a floor,
but which thereby excludes all but the wage earner (or self-insured)
(p. 76, lines 14, 15 and 16) from personal health benefits under this
section.

This exclusion from personal health benefits or persons

who have no "means," who are, furthermore, the very individuals
whose need the act is intended to relieve from a humanitarian standpoint, is supposed to be rectified by section 209 (a) of title II, which
reads as follows:
Notwithstanding any other provision of this title, any or all benefits provided
under this title to individuals entitled to such benefits may be furnished to other
individuals for any period for which equitable reimbursements to the account
on behalf of such other individuals have been made or for which reasonable
assurance of such reimbursements has been given by public agencies of the
United States, the several States, or any of them or of their political subdivisions,
such reimbursements to be made in accordance with agreements and working
arrangements negotiated by the Surgeon General with such public agencies and
in accordance with contracts into which the Surgeon General may enter. Services
furnished as benefits to such other individuals shall, as far as may be practical
in each area, be of the same quality, be furnished by the same methods, and be
paid for through the same arrangements, as services furnished to individualsentitled to benefits under this title.

The confusion of such compensatory provisions and the extreme
probability that they will ultimately be utterly enforceable by reason
of the complicity and obvious entanglements inherent in the scheme,.
may readily be appreciated, and may well strike terror to the hearts
of State health administrators who are not without some unhappy
experiences in the administration of sundry other Federal-State legislative acts.
A second means test appears under the caption "Medical Care for
Needy Persons," on page 28, beginning with line 4, to wit:
(8) provide that the State agency shall, in determining need for medical care,
take into consideration (a) the requirements of individuals claiming medical
care under the plan, and (b) any income and resources of an individual claiming
medical care under the plan, which must be taken into consideration with regard
to an individual claiming assistance under a State plan approved under the Social
Security Act, as amended.

The following section, 133, (b), (2), also concerns itself with the
financial testing of needy persons with a closing paragraph relating to
a means test for the dead, to-wit:
Provided,That any part of the amount recovered from the estate of a deceased.
recipient which is not in excess of the amount expended by the State or any
political subdivision thereof for the funeral expenses of the deceased shall not
be considered as a basis for reduction.under clause (b) of this paragraph.

I should like to interpolate at this point an item in the proposed
act relating to a "means test" which I have not included in the body
of this statement asit relates to the practice of dentistry, nursing and
other benefits, and not solely to the practice of medicine.
Section 211 (a), page 60, beginning on line 9:
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The Surgeon General and the Social Security Board jointly shall have the
duty of studying and making recommendations as to the most effective methods
of providing dental, nursing, and other needed benefits not already provided or
not currently furnished under this title, and as to expected costs for such needed
benefits and the desirable division of the costs between (1) the financial resources of the account or other public funds, and (2) payments to be required
of beneficiaries receiving such benefits, and shall make reports, with recommendations as to legislation, on such benefits from time to time but not later
than two years after the effective date of this title.

Thus it will be seen that certain means tests are found in the proposed act but, afar from the usually acknowledged purpose of such
eligibility requirements, are to be applied to the lowest stratum of
society, the poor, the needy and the unemployed, while the individual
to whom a means test should in all equity and justice be applied is
utterly exluded from such an examination. Not only that, but the
bill welcomes him with open arms to its health benefits, whether he
be a bank president, a moving-picture magnate, or other "malefactor
of great wealth." The invitation is extended in line 13, page 77, which
states: "The term 'employee' also includes an officer of a corporation."
In the light of these paradoxical provisions of the proposed act, the
prophetic words of St. Matthew become crystal clear as recorded in
the twenty-fifth chapter, twenty-ninth verse, of the Parable of the
Talents, where is written:
For unto every one that hath shall be given, and he shall have abundance; but
from him that hath not shall be taken away even that which he hath.

The framers of the bill naively admit the strong possibility of its
failure to accomplish the ends intended by actually writing into its
content the following striking prophetic passages, to wit:
Section 204, (f), page 47,-beginning on line 10:
The methods of administration, including the methods of making payments
to practitioners, shall(1) Insure the prompt and efficient care of individuals entitled to personal
health service benefits;
(2) Promote personal relationships between physician and patient;
(3) Provide professional and financial incentives for the professional advancement of practitioners and encourage high standards in the quality of
services furnished as benefits under this title through the adequacy of payments
to practitioners, assistance in their use of opportunities for postgraduate study,
coordination among the services furnished by general or family practitioners,
specialists and consultants, laboratory, and other auxiliary services, coordination among the services furnished by practitioners, hospitals, public-health centers, educational, research, and other institutions, and between preventive and
curative services, and otherwise-

Testimony before this committee by witnesses fully informed as to
the facts demonstrates beyond all doubt that the treatment of patients
under governmental systems now in existence abroad, is neither
prompt nor efficient. If the adjective "prompt" is used to denote

swiftness and dispatch, observations of the workings of the panel system in the average English surgery would fully bear out the designation of "prompt," all of which is not consonant with the designation of
"efficient," but denotes an opposite relationship.
The promotion of personal relationships between physician and
patient, named in this section of the bill, implies the frank admission
that the proposed act will destroy those sacred obligations which now
pertain to this confidential accord. The numerous detailed reports
incident to administrative technics, subject to the inquisitive scrutiny
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of hundreds of Government employees,, would alone jeopardize confidential relationships between physician and patient, to say nothing
of the impossibility of preserving such a relationship in the fastmoving whirl of mass practice of medicine associated with assembly
line methods of procedure.
In regard to the effect of the proposed act upon medical education,
we would refer to the excellent summary submitted to this committee
on April 17, 1946, by Dr. Victor Johnson, secretary of the council on
medical education and hospitals of the American Medical Association,
in which he has outlined the historic development of medical education
in the Nation to its present high level, solely through private initiative
and the force of public opinion
In contrast to this continuous trend toward higher standards and
greater opportunities for.the education of undergraduate and graduate physicians, Dr. Wilburt Davison, dean of Duke University Medical School, reports the following observations concerning his study
of medical education in Germany which has witnessed, under socialized medicine, the decline and fall of medical teaching with total
destruction of the high standing once the enviable position of German medicine and formerly acknowledged throughout the world.
This study was made at the behest of the United States Army (Transcript of the Association of American Medical Colleges, vol. 21, No. 3,
May 1946). Dr. Davison reports as follows:
The German medical schools, which were good in 1912, have not kept pace
with the advances in medicine. Except for an occasional specialist who has
become famous, the German graduates, even those who took postgraduate

work as assistants, are not equal to the average American senior medical student. The reasons are: Lectures without adequate laboratory and clinical
work; too many students with little or no selection (of the 6,000 total university students at prewar Munich, 4,000 were medical) ; inadequate facilities;
and faculties which are too small, the members of which do not know modern
non-German medicine, whose salaries depend upon the number of their students so that they are tempted to encourage an increased enrollment, who
also examine their own students and thus may lower standards, and who have
too much private practice. Furthermore, the segregation of research workers
from the medical schools into Kaiser Wilhelm Institutes has reduced the
productiveness of German medicine, so that the medical journals for a generation have been of little scientific value. As a result, although accurate
figures are not available, German physicians, in addition to being poorly
trained, are too numerous. Unfortunately most of the Germans do not realize that improvement, reorganization, limitation, and supervision of medical
education is necessary.

Munich is a word made infamous throughout the civilized world
as expressive of weakness, intrigue, and failure. It may now assume
the honor of representing the German center of diploma mills to
supply the 'panel doctors" needed in their system of socialized medicine although they possess only the qualifications of the average
fourth year American medical student.
As to the status of graduate physicians in England, the secretary
of the British Medical Association, several years after the institution of State medicine in that country, admitted that the Ministry of
Health had to form classes to educate physicians through postgraduate
courses because of their lack of knowledge in the care of children.
(Personal interview with the writer.)
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INADEQUATE DEFINITIONS

The Academy of Pediatrics would ask the franiers of the bill what
constitutes a "practitioner,"as the term occurs in the pages of the proposed act?
If the health and lives of young infants and children, who are
entirely bereft of the ability to exercise judgment in the choice of a
physician, will be entrusted to the tender mercies of cultists, pseudophysicians, and various ill-trained camp followers of the profession
of healing, what of the evil results upon the health and lives of the
young of our country ?
Throughout the bill there is no definition or designation' as to
what constitutes a "physician" or a "practitioner," but a number of
terms which vary in verbiage and significance.
The following variations occur:
Page 44, lines 2 and 3: "general or family practitioners."
Page 45, lines 14 and 15: "practitioner or group of practitioners."
Page 45, line 22: "the practitioners."
Page 46, line 8, et seq., states:
In establishing such standards and in designating such specialists or consultants the Surgeon General shall utilize as far as is consistent with the purposes
of this title standards and certifications developed by competent professional
agencies and shall take into account the personnel resources and needs of regions
and local areas.

This phraseology evidently limits the selection of specialists and
consultants to persons holding the degree of doctor of medicine as
such are the only practitioners of the healing art who are subject to
"certification" by duly accredited boards of examiners in the various
specialties.
Page 47, line 1, occurs: "the names of medical and dental practitioners."
Page 47, lines 5 to 9:
Such lists of names shall include general or family practitioners and qualified
specialists and consultants, respectively, and with respect to qualified specialists
and consultants the class or classes of specialist or consultant services for which
each has been qualified.

Page 48, lines 9 and 10. Herein first appears the phraseology:
Does this wording
"general medical and family practitioners.
designate holders of the degree of doctor of medicine only, who are to
receive "payments from the account"
Page 48, lines 21 and 22, repeat the words "general medical and
family practitinoners," as do several paragraphs in subsequent pages
of the bill.
Page 50, line 6. Now appears the word "physician" for the first
time. What is its meaning?
Page 50, line 18: Speaks of a "general or family practitioner,"
while a continuation of this section on page 54, line 6, contains the
designation "general medical or family practitioner," Paragraph
(m) of the same section, lines 10 and 11 uses the words "the advice of
a legally qualified attending physician.'
Page 57, line 10, the wor physician" appears again. Section 213,
pages 63 and 64:
The Surgeon General is hereby authorized and directed to administer grantsin-aid to nonprofit institutions and agencies engaging in research or in undergraduate or postgraduate professional education.
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One may ask what is encompassed in this directive and does it apply
to institutions granting the degree of doctor of medicine only
Section 214, page 65, carries the caption "Definitions" and reads as
follows: Paragraph (b) :
The term "general medical benefit" means services furnished by a legally quali-

fied physician or by a group of such physicians, including all necessary services
such as can be furnished by a physician engaged in the general or family practice
of medicine, at the office, home, hospital or elsewhere, including preventive,
diagnostic, and therapeutic treatment and care, and periodic physical examination.

The above queries are based upon the evident ambiguity of section

205 (a), page 45, reading as follows in part:
Any physician, dentist, or nurse legally qualified by a State to furnish any
services included as personal health service benefits under this title shall be
qualified to furnish such services under this title,
And so forth.

If the National Health Act proposes to entrust the health and very

lives of the citizens of the Nation, more especially of its children, in
which we are particularly interested, only to legally qualified physi-

cians holding the degree of doctor of medicine, such a concrete definition should appear under the heading of "definitions" and should
apply in retrospect to the several designations of "practitioners"
throughout the body of the bill.
Perhaps the bill was drawn to include various cultists and so-called
practitioners of the healing arts who attempt to cling to the skirts of
medicine but in reality form but a fringe of imposters possessing no
medical learning, but endowed with an abundance of egotistical guile
and deceit. The members of the profession of medicine we represent
are entitled to know the answers to these queries concerning their possible bedfellows in event of the adoption of this legislation.
CENTRALIZED ADMINISTRATION

The Academy of Pediatrics objects to a single individual being given
the over-all medical care of 130,000,000 of Americans, with a segment
of some 40,000,000 children transferred to the Children's Bureau as
physician in chief. It is not unthinkable that the executives of these
two governmental bureaus who are its present distinguished and able
incumbents, might, through changing political fortunes, be replaced
by others whose ability to successfully administer affairs of health of
such magnitude would be questionable.
In this connection, I would bring to your attention a report by a subcommittee of the advisory committee of the Children's Bureau on
Maternal and Child Health Services and on Services for Crippled
Children which was adopted by the committee of the whole on November 9,1945. The subcommittee report was prepared and presented
by Dr. Allan M. Butler, who has previously testified before this
committee of the Senate. This committee discussed many fundamental principles pertaining to such legislation as proposed in S. 1318.
The wording of the report is as follows:
Certain reservations as regards the Jurisdiction of the Federal administrative
agency under this bill, its departmental allocation and the integration of this
agency, and the proposed maternal, infant, and child medical care program with
other Federal health plans were discussed. Before giving critical consideration
to the details of the proposed legislation the committee wishes to make it clear
that such consideration does not necessarily constitute an endorsement of the
85907-46-pt. 4--24
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proposed allocation to a bureau in the Department of Labor of authority to
develop and direct such an extensive medical-care program.
The committee recognizes the farreaching and sigificant contributions of
the Children's Bureau to maternal and child health, especially in the fostering
of high standards of medical and welfare services. However, in such a program
as envisaged in this major step in the development of a Federal health program
problems of State's responsibilities and relationships with Federal agencies are
involved which demand consideration of ability to integrate the proposed program with those for the provision of health and medical services for the remainder of the population.
The committee recommends that Congress give careful study to the problem
of the proper agency to conduct this program and of the relationship between
governmental agencies concerned with medical and health services.

The distinguished Senator from Florida has read to this Senate
committee certain amendments he is proposing, during the presentation of which he used the following words:
Last year, I introduced (for myself and Mr. Walsh, Mr. Thomas of Utah, Mr.
Hill, Mr. Chavez, Mr. Tunnell, Mr. Guffey, Mr. La Follette, Mr. Aiken, and Mr.
Morse) Senate bill 1318, whose purpose is to provide for adequate maternal and
child health and crippled children's services and child-welfare services in all the
States.
Although all of the provisions set forth in S. 1318 are not specified in this bill
to which we are now addressing ourselves, some will be included in amendments
which are being proposed. * * * ,
Let me add only that those amendments are proposed after long consultation
and most sympathetic cooperation among the sponsors of the two bills. I happen
to be one of the sponsors of the maternal and child-welfare bill and am in favor
of its passage, but I am equally strong in my support of the pending measure,
the Wagner-Murray-Dingell bill, and we have worked together, the Children's
Bureau and others who are sponsors of the maternal and child-welfare bill, so
that these amendments might be fitted into 1606, and if 1606 should be adopted,
then it would cover, essentially, what appears in the maternal and child-welfare
bill also.

In view of the fact that there may be this merging of some of the
principles of S. 1318 with S. 1606, now under consideration by you I
would respectfully ask permission of the chairman to submit for the
record an analysis and report on S. 1318 submitted by the committee

on legislation of the American Academy of Pediatrics and adopted by
the later at its annual meeting in Detroit, January 15-18, 1946.
Senator DONNEL. The requested permission is granted.
(The material referred to is as follows:)
ANALYSIS OF THE PEPPER BILL, S. 1318, BY JOSEPH S. WALL, M. D., PRESIDENT,
AMERICAN ACADEMY OF PEDIATRICS

(Idential bills have been introduced in the House-H. R. 3922, by Representative
Mary T. Norton (New Jersey); H. R. 3994, by Representative Augustine B.
Kelley (Pennsylvania); H. R. 4059, by Representative Ellis E. Patterson
(California).
On July 26, 1945, Senator Claude Pepper, of Florida, introduced the Maternal
and Child Welfare Act of 1945, for himself and the following cosponsars: Mr.
Walsh, Mr. Thomas of Utah, Mr. Hill, Mr. Chavez, Mr. Tunnel, Mr. Guffey, Mr.
La Follette, Mr. Aiken, and Mr. Morse. The bill was referred to the Senate Committee on Education and Labor. Senator Pepper presented the bill with certain
remarks and received permission to continue the speech in the Congressional
Record "to contain a statement by me and a summary of the nature and purposes of the bill."
Among the purposes of the bill, the Senator from Florida in his speech states:
"This bill, which I hope will have early consideration by the Congress, provides
for gradual yet substantial expansion of existing State programs of child health
and welfare instituted a decade ago under the Social Security Act. Step by step,
over a period of the next 10 years, the bill makes possible the enlargement and
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strengthening of these public services in accordance with the requirements of

each State."

It may be said that no "existing State programs of child health and welfare
initiated a decade'ago under the Social Security Act" embrace the revolutionary
principles advocated in S. 1318 but, on the contrary, the provisions of title V of
that act-provide Government subsidies for three types of service, i. e., maternal
and child health, crippled children, and child welfare, to beneficiaries especially in
rural areas and in areas suffering from severe economic distress, with absolutely no provision that a free Government dole be granted to every pregnant
mother and to every child under the age of 21 within the United States including
the District of Columbia, "or any Territory or possession of the United States."
The Social Security Act in no way provides for unlimited free medical services
for "all mothers and children in the State or locality who elect to participate
in the program," provided that the mothers be pregnant and that the children
be under the age of 21 years, an age limitation which may permit some beneficiaries to enter both categories with much consequent confusion to both patient
and administrative authorities as to where they rightly belong.
The bill proposes to provide for the general welfare,. thus possessing the cloak
of constitutional respectability under section 8 of the qons.tution which provides that the Congress shall have power to lay and collect taxes, duties, and
so forth, to pay the debts and provide for the common defense and general
welfare of the United States.
TITLE I-MATERNAL AND CHILD HEALTH SERVICES

Section 101, page 1, line 9 and page 2, line 1 et seq: The bill states: "For the
purpose of enabling each State to provide and maintain services and facilities to
promote the physical and mental health of mothers during the maternity period,
and of children, including medical, nursing, dental, hospital, and related services
and facilities required for maternity care, preventive health work and diagnostic
services for children, school health services, care of sick children, and so forth."
Yet Senator Pepper (speech of presentation, p. 4, par. 6), says: "The bill does
not contemplate a construction program, such as is provided for in S. 191 or in
similar provisions of other bills. But pending the passage of a broad program for
construction of health facilities, State health departments will be able to use
some of the funds provided in this bill for necessary remodeling of facilities."
Page 2, lines 9 and 10: Here is stated, "including demonstrations and training
of personnel for State and local maternal and child health services." Does this
mean the establishment of a kind of medical West Points as proposed in Congressman Dickstein's H. R. 713 or of State medical normal schools? Probably
not. The kindergarten training will be Federal and be provided to its wards
by the Children's Bureau as directed on page 6, lines 1 and 2, wherein the
Bureau is authorized to provide "opportunities for postgraduate training of
professional and technical personnel." Where and how such training will be
effected under the tutelage of the Children's Bureau is not further explained in
the bill.
Page 2, line 13: For the fiscal year ending June 30, 1946, there is authorized
the sum of $50,000,000, "and for each year thereafter a sum sufficient to carry
out the purposes of this title." Practically, this same sum of $50,000,000 was
authorized for carrying out the EMIC program which reached approximately a
million beneficiaries. The absurdity of expecting this amount of Government
ironeys to cover the necessities of all who would embrace the benefits of the
Pepper bill, an unpredictable portion of some 3,000,000 mothers and some 40,000,000 children under the age of 21, need not be dilated upon, except to remark
that after the first year the appropriations have no limit but the stratosphere
in arithemetical digits. In this respect the bill is patterned on many previous
legislative acts which are steered through the Congress in a manner similar to
a poker game with a penny ante to begin with, but with an ultimate jackpot
resembling a mountain of blue chips. The cost of this legislation would in the
end enter the realms of billions, not millions if its proponents have their way.
Page 2, lines 15 to 19: Herein appears one of the many inconsistencies in the
bill. The individual States are authorized to prepare plans for developing such
programs and providing such care and services (named hereafter) which must
be approved by the Chief of the Children's Bureau but there are certain other
"musts" associated therewith, the first and most emphatic "must" being admittedly the approval of the Children's Bureau.
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The second "must" appearing in section 108 (a), as well as in 208 (a) and
308 (a), respectively, prescribes what the State plans shall embrace and if complied with, according to the letter of the law laid down in this section, page 8,
lines 5, 6, and 7 (the concluding paragraph), "The Chief of the Children's Bureau
shall approve any plan which fulfills the conditions specified in subsection (a)."
In this respect, the history of the EMIO program is replete with the conflicts and
disagreements arising from the apparent authority of the States to originate
plans and of the Federal Government defining in detail the regulations under
which such plans should have their birth and development.
Furthermore, to pass ahead for the moment and to visualize confusion worse
confounded, one reads on page 8, under the heading "Federal advisory committees," section 105, beginning on line 9, the following: "The Chief of the Children's
Bureau shall formulate general policies for the administration of this title
* * *." But previously in the bill (p. 4, line 9 (4), appears the directive
that the State "provide for the administration of the plan by the State health
agency * * *." Who wins the toss-up concerning this division of authority?
What about the "administrative policies" of the Children's Bureau which will
govern the proposed act? One might turn for an answer to experiences under
the EMIC program and more especially to Information Circular No. 1, issued
December 1943, the title of which on the front cover is "Administrative Policies"
but including within its covers what can only be construed as "regulations."
The foreword states, in part, as follows:
"The Children's Bureau will use these policies as the basis for approval of the
related portions of State emergency maternal and infant-care plans * * *."
"The administrative policies of. the Children's Bureau have been developed
within the framework of the congressional acts and the regulations of the Secretary of Labor, and in accordance with the intent of Congress as shown by the
legislative history and as interpreted by the Bureau and by the Solicitor of the
Department of Labor." In one section containing six pages of the "EMIC
Administrative Policies, Minimum Regulation for Hospitals Participating in
the Program," the word "must" appears 3 times, "should," 3 times, and "shall"
appears 47 times.
Apparently, and in fact, the words "policies" and "regulations" are used conterminously by the administrative authorities of the Children's Bureau and the
tremendous power of administrative flats issued therefrom is admitted by the
Associate Chief of the Bureau in a published statement entitled "The Children's
Bureau and Postwar Planning for Child Health (Journal of Pediatrics, voL 25,
No. 4, October 1944), to wit: "The regulations of the Secretary of Labor governing
allotments of funds to States for the EMIC program are published in the Federal
Register and have the force of law." Violation of such policies and regulations
by a long suffering State will not only violate the law (according to the above
paragraph) but will instantly penalize the State by having the paternalistic
purse snapped shut even if, in the administration of the plan (in theory formulated by the State)" there is a failure to comply substantially with any provision
required by section 103, or section 203, or section 803, respectively, to be included
in the plan, he (the Secretary of Labor) shall notify such State agency that
further payments will not be made to the State under such plan, or" * * *
and here follows a provision that the State will be put in 4F until it falls into
line or has been rehabilitated (p. 27, line 24, et seq.).
Let us return for the moment to the statement of the Associate Chief of the
Children's Bureau above quoted, namely, that "the policies of the Bureau have
been developed within the framework of the congressional acts and the regulations of the Secretary of Labor, and in accordance with the intent of Congress * * * and as interpreted by the Bureau and by the Solicitor of the
Department of Labor."
During the history of EMIC the writer has had occasion to bring to the attention of the Children's Bureau certain interpretations of its own and of the solicitors of the Department of Labor which were obviously at variance with the wording of the law as viewed by the mind of a layman and not through the spectacles
of a lawyer clouded by the snarls of legal technicalities (Journal of Pediatrics,
vol. 26, No. 1, January 1945, pp. 93 and 94).
Now comes forward a champion of justice and right thinking who has much
the same views and dares to express them in no uncertain terms. He is the Honorable Lewis B. Schwellenbach, recently appointed as Secretary of Labor, formerly a Senator in the Congress and latterly a judge of the United States District
Court of the State of Washington. Three days after taking office on July 1, 1945,
he issued the following statement after conference with President Truman, who
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gave to it the Presidential blessing as indicated in the closing paragraph of the
press release, to wit: "The President indicated considerable interest and told
him (the Secretary) that he would issue it (the order) from the White House."
SCHWLLENBACH TELLS EMPLOYEES THEY CAN"T'"CIBCUMVENT" LAWS

Lewis B. Schwellenbach, the new Secretary of Labor, in an unusual move today
served notice on his departmental associates that he expected them "to execute
the laws" and not to ignore or attempt to circumvent them because they thought
these statutes should have been written or interpreted differently by Congress
and the courts.
The Secretary's action was disclosed in a White House statement which sai4
that "with the approval of the President" Mr. Schwellenbach "has issued following General Order No. 1":
"I am issuing this order now before any specific instance arises so as not to
subject anyone to embarrassment. Perhaps because my previous experience has
been in the legislative and judicial branches of the Government, I am peculiarly
sensitive to the importance of this question.
"I must insist that in this Department there is given full recognition to the fact
that it is the function of this Deuartment to execute the laws. The duty of an
officer in this Department is to accept the laws as Congress has written them and
as the courts have interpreted them.
"The fact that he may think the Congress should have written or the courts
should have interpreted a law differently in no case justifies him in ignoring or
attempting to circumvent the law. I will expect full cooperation in this policy."
Mr. Schwellenbach told reporters he had no particular instances of misinterpretation in mind, but that he knew from past experience it was "an old Washington custom" for the executive department to interpret congressional legislation in any way it saw fit. He added that while he was in the Senate he was
interested in laws that "I wouldn't have recognized after some of the departments
got through with them" (Washington Evening Star, Tuesday, July 3, 1945).
The writer has quoted at length the Secretary of Labor's criticism of the practices of some Federal departments in evidence of the fact that legislation is often
subjected to the whims and fancies of those in authority in subordinate positions
with evil results and would venture the observation that of such stuff is bureaucratic government by regulation and regimentation composed.
To return to the regular order.
Page 2, line 25: Appears the wording "children under twenty-one years of
age." When is a child not a child? Should the Congress so specify this designation of the word "child," it would expose itself to sharp criticism of having
abducted through the draft, and perchance in some possible future military service law, mere children of 18 and 19 in defiance of the principles of the Society
for the Prevention of Cruelty to Children; child-labor laws must need be expanded
in scope; the "age of consent" laws promptly revamped, while the study and
practice of pediatrics should in all equity be enlarged to embrace a portion of
geriatrics.
Page 8, line 15, (2): One may wonder what are "the special problems of
maternal and child health"-how are they to be ascertdined and how qualified?
Page 5, line 19, section 103: Delineates the necessary attributes
a State
plan in order to qualify for the receipt of Federal moneys, subject to of
the limitatien that they must be approved by the Chief of the Children's Bureau, although
the latter shall approve such plans if in accordance with the requirements of
this section 108, whether the Chief likes them or not, all of which constitutes
a sort of Washington merry-go-round.
Now witness the beginnings of socialized Federal and State medicine.
Page 4, line 8: Following the phrase containing a directive that the State
provide facilities (although not a constructive program in the opinion
of the
framers of the bill) appear the words that services and facilities "furnished
under the plan * * * shall be available to all mothers and children who
elect to participate in the program." It is obvious that this feature of free
Federal medical services extended to all who would embrace them constitutes
a pilot exploration, insidious, revolutionary, and devastating in its effects
upon
the private practice of obstetrics and pediatrics, which, if enacted into law, would
mean annihilation of both special branches of medicine and the liquidation of
their adherents upon whose services the Government depends for the distribution of its beneficences.
Herein goes into the discard any "means test" or financial qualification as to
need which sets apart this proposed act as one of startling novelty
In the annals
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of congressional legislation. Even the EMIC program was qualified by a general
"means test" in that its benefits accrued only to the wives and infants of servicemen of the fourth, fifth, sixth, and seventh grades and to aviation cadets, the
lowest paid classes in the armed forces. The legislative history of EMIC shows,
also, that some appropriations committeemen questioned sharply the omission
of a means test in this measure.
Congress, together with the American people, believe in a means test. As a
matter of fact, the Federal Government insists upon the most widespread application of the means test ever required, namely, the income tax which is based
directly upon the financial situation of the individual.
Appropriations for the care of well children of working mothers under the
Lanham Act are based upon a sliding scale of the means test and contributions
are insisted upon from the parent embracing the facilities of these day nurseries.
Page 4, line 9, (4) : Note the words "provide for the administration of the plan
by the State health agency * * * and for appropriate coordination of the
plan with the general public-health and medical-care program of the State health
agency: Provided, That in carrying out the purposes of this title, the State
health agency may develop agreements or cooperative arrangements with other
State or local public agencies whose functions include the provision of services
similar or related to the services furnished under the State plan." The word
"public" used in this section is not akin to the "old tie schools of England"
called public, but in reality, private, but means governmental as opposed to
private-a differentiation recognized on page 23, lines 16 to 19, also relating to
cooperation "with State and local agencies, public and private, concerned with
child health, education, child welfare, and related subjects."
This directive first quoted constitutes a prohibition (by omission) of agreements
or cooperative arrangements with such private agencies as the Blue Cross, industrial indemnity sick benefit plans, prepayment plans of private organizations medically or otherwise initiated, but is at variance with and constitutes an inconsistency with the directive on page 6, line 3 et ,seq., stating that State plans
will provide "such use of health centers, hospitals, clinics, and health service
agencies, public and voluntary, as will achieve the satisfactory distribution and
coordination of preventive, diagnostic, consultative, and curative services for
mothers and children furnished by general practitioners, specialists, public health
personnel, laboratories, and others." The first directive is prohibitive of agreements with private (voluntary) agencies, the second would seem permissive-but
who knows what is meant by either except, perhaps, the interpretive ruling of a
solicitor of the Department of Labor which may later appear as a Federal fiat
in the columns of the Federal Register.
Page 4, line 20: "be made part of the State plan for maternal and child health
services submitted in accordance with the provisions of title V, part 1, of the
Social Security Act." Senator Pepper in his speech (p. 3, par. 5) says: "The bill,
which I hope will receive early consideration by the Congress, provides for gradual
yet substantial expansion of existing State programs of child health and welfare
initiated a decade ago under the Social Security Act."
If that be the purpose of the bill, what is the necessity of usurping by new,
over-all legislation, strikingly revolutionary in character, the orderly, legal
functions of established governmental agencies which have accomplished much
acknowledged good in aid of maternal and child interests throughout the States,
but which have done so under careful, yearly scrutiny of regularly ordained
appropriation committees of Congress after convincing justification of needs
presented by officials of the bureaus involved.
Page 4, line 6: The State is commanded to provide "such methods of administratiion as are necessary for the proper and efficient operation of the plan"
while on page 29, line 8 (sec. 501), "The Chief of the Children's Bureau, with
the anproval of the Secretary of Labor, shall make (note the word make) and
published (it is presumed in the Federal Register, thereby having the force of
law) such rules and regulations as may be necessary to the efficient administration
of this Act." One might with unquestioned propriety ask Who's Who, under
such ambiguous phraseology.
Page 5, line 7, (B): The State is commanded to construct "standards for
professional personnel rendering medical, dental, nursing, and related types of
care or servirps. such standards to be established by the State health agency
* * *." EMIC and other experiences prove beyond peradventure that the
Children's Bureau and not the State agencies have heretofore established such
standards for professional personnel and for hospitals, in evidence of which
we have quoted above EMIC Circular of Information No. 1 with its array of
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shouldds" "musts," and "shalls." This would answer the question "Who's who?"
Page 5, line 13: The State is directed to provide "such methods of administration of medical care as will insure the right of mothers and children, or persons
acting in their behalf, to select, from among those meeting standards prescribed
by the State health agency in accordance with methods set.forth in the State
plan, the physician, hospital, clinic or health-service agency of their choice (provided that-the physician, hospital, clinic, or health-service agency selected may
refuse to accept the case), and where no such selection is made, the State plan
shall set forth the method by which care will be made available." Herein, according to the proponents of the measure, lies the great virtue of the bill in possessing choice of physician, hospital, or clinic, but what are the limitations of
such choice?
They are (1), only from among those meeting "standards" theoretically prescribed by the State health agency, but in the light of past experiences in the
administration of EMIC and Social Security title V, established by remote control in Washington by regulations alive with shoulds, musts, and shalls, which
have the force of law.
(2) The bill graciously concedes that a physician, hospital, or clinic may refuse to accept the case, that is, not enter the "panel" of preferred and acceptable
funcVonaries. What if the majority of physicians, in the language of Calvin
Coolidge, do not choose to run the gamut of the slings and arrows of outrageous
fortune inherent in the bill? They are without the pale and so are the beneficiaries of government largess if their chosen ministers of health, whom they
may have always sought in times of illness, are not included among the elect.
(3) If the mother or child is thus bereft of medical aid from one of their
choice, or if they fail to make a choice, the State will provide it, willy-nilly, the
element of choice having disappeared and that of compulsion by the State taking
its place.
Page 5, line 24: The question of adequate remuneration "for persons and institutions providing medical care and related services." Who is to establish what
is to be considered as "adequate remuneration"? Past experiences with governmental experimental medical practice indicates that remuneration will be far
from adequate and that the fee schedules will be established by bureaucratic
edicts which will remain as immutable as the laws of the Medes and Persians
and that they will be fixed by remote control almost as distant from some State
localities as Iran itself.
Page 6, line 9: "Payments to individual physicians for care furnished under
this title (shall be) on a per capita, salary, per case, or per session basis, or,
in the case of consultations or emergency visits, on a fee-for-service basis."
In the opinion of the majority of pediatricians (as ascertained by poll) and
probably of most physicians, the four methods first named are repugnant to the
principles of medical practice and destructive of the sound policy that the laborer
is worthy of his hire.
Page 6, line 13, (4): The key to the question of "ample remuneration" from
governmental agencies, fully demonstrated throughout the years in their finan-.
cial relationship to physicians and hospitals with which we are all familiar, is
discovered in the wording of this paragraph, to wit: "Purchase of care from
public or voluntary hospitals and other health-service agencies Included under
the State plan (shall be) on a basis related to cost for providing such care." The
same relationship, to judge from experiences under the administration of the
EMIC program, will be applied to remuneration of physicians under S. 1318;
namely, on a basis of relationship only to the value of the services they render,
perhaps even to that of a second cousin twice removed.
Page 6, line 20, (8) : From past experiences, our compassionate sympathy
should be extended to the State agencies who are required under this provision
to "make reports (paper work) in such form and containing such information
as the Chief of the Children's Bureau may from time to time require, and comply
with such provisions as the Chief of the Children's Bureau may from time to
time find necessary to assure the correctness and verification of such reports."
Page Z line 3, (9): The State plan must "provide 'cooperation' (of what
nature the legislative proponent sayeth not) with medical, health, hospital,
nursing, education, and welfare groups and organizations in the State."
Page 7, line 6, et seq.: Herein, as in most medicosocial legislation proposed
or in operation, commandeering, and confiscating the intellectual ability of
physicians, appears the red herring commonly dragged across the trail, to wit:
The advisory council and the technical advisory committees, both appointed by
the State health agency while both are sufficiently and well diluted with "other

2276

NATIONAL HEALTH PROGRAM

persons" or "other professional groups" to insure the physician-membership a
diminutive and ineffective minority.
SThere is lacking an important explanatory phrase preceding the word advisory
, in each instance in the above provisions, namely, the words "hand picked," which
should have been inserted in the interest of truth and veracity. The bill does not
even possess the modest controlling interest vested in the selection of members
from a "panel," as in the Wagner-Murray-Dingell bill, nor of the indulgence that
any three members may demand a meeting of the advisory council, as provided
in the Hill-Burton bill, S. 191.
Time will not permit a discussion of the failures of "advisory committees,"
whose advice is eagerly sought when its presence in the administrative picture
needs be painted large upon the canvas of cooperation, but in the passage of
time such advice is usually relegated to an oblivion wherein its still, small voice
disappears in the mist of remembrance only.
These same observations are equally pertinent to the Federal advisory committees (p. 10, line 8) appointed by the-Chief of the Children's Bureau.
Page 8, line 5, paragraph (b): The bill directs that "The Chief of the Children's Bureau shall approve any plan which fulfills the conditions specified in
subsection (a), which we have just analyzed above." The Chief is unfortunately
vested throughout other remaining sections of the bill with the right and prerogative of wielding an administrative tomahawk to effectively decapitate
this particular directive in paragraph (b) relating to obligatory approval of
State plans.
Page 8, line 8: Under the title "Payment to States." Methods of computing
and paying Federal subsidies are outlined under the direction of the Secretary
of Labor, who will estimate such sums as are to be paid to the States on the
basis of (a) reports, and (b) "such other data as to such estimated expenditures, and such investigation as he may find necessary." Evidently the lengthy
reports required from the State agency may not receive full credence.
Page 10, line 8, Federal advisory committees: The Chief of the Children's
Bureau shall formulate general policies (note the conterminous meaning of the
words "policies" and "regulations" to which we have called attention above)
for the administration of this title after "consultation with (1) a conference
of State health officers, and (2) an advisory committee composed of professional
and public members." The dilution of an advisory committee by such public
members who participate in the discussion of policies which are largely or
purely medical in nature is certainly open to question, to judge by past performances of similar groups within the knowledge of the writer.
Page 10,. line 21: Here begins title II-Services for Crippled Children. In
wording and phraseology, both title II and title III (relating to child-welfare
services.) are quite similar to title I just considered.
In the first paragraph of title II appears the directive that the States shall
provide and maintain services and facilities for the care of children who are
crippled, otherwise physically handicapped, or suffering from conditions which
lead to crippling or physical handicaps * * *. Note again the directive to
provide and maintain facilities, although the bill is claimed not to be concerned
in construction of facilities. Note, also, the widening vista of the designation
of what constitutes crippling, so that it may include, under Children's Bureau
interpretation, such conditions as allergy, asthma, diabetes, nephritis, tuberculosis, lues, and other chronic diseases to which children are heir. But this is
mere quibbling, as the Pepper bill provides medical care for all humans under the
-age of 21.
Page 13, line 6, .(4) : This paragraph permits agencies such as those of welfare,
or State crippled childrens' commissions, or school boards, now administering
crippled childrens' programs under title V, part 2, of the Social Security Act, if
approved by the Children's Bureau, to continue to function but they must transfer
their functions to the State health agency prior to July 1, 1950, which will necessitate many changes in present State laws.
Page 13, lines 21 and 22: Repeats the wording of title I that agreements or
cooperative arrangements may be developed by the State agency with other State
or local public agencies, to which attention has been called above.
Page 16, line 13, (10) : Provides (a) for a general advisory council "composed
of members of the professions or agencies, public and voluntary, that furnish care
or services under the State plan." The use of the word "or" in this paragraph,
together with its use in a similar paragraph in title I (p. 7, line 8) actually permits the entire elimination of the medical profession from membership on the
advisory council, if the State so desires to interpret the proposed statute.
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SERVICES

Page 20, line 1: The first section, 301, contains a new feature regarding State
plans as it authorizes payments in line 15 "to States for use by cooperating State
public-welfare agencies which have developed jointly with the Children's Bureau,
and had approved by the Chief of the Children's Bureau, State plans for developing such programs and providing such services and care." The word "jointly"
now, appears for the first time in the bill, to indicate a provision for joint State
and Federal association in the development of programs.
Page 22, line 25, (6) : The control of the Children's Bureau is now made more
complete and certain in a new wording, to wit: (the State) "provide such methods
of administration as are found by the Chief of the Children's Bureau to be necessary for the proper and efficient operation of the plan * * *."
This, in reality, is the proper wording to explain what will actually be the remote control exercised by Federal bureaus over the States. The wording under
title I, page 4, beginning on line 24 (6) "provide such methods of administration
as are necessary for the proper and efficient operation of the plan," repeated in
exactly the same wording in title II, page 14, line 5 (6), omits the clause "as are
found by the Chief of the Children's Bureau to be necessary," but there can be
no shadow of doubt but that the title III injunction will in reality be the method
employed in the similar and otherwise identical paragraphs in title I and title II.
Page 23, line 16, (8) : This paragraph introduces a new wording as contrasted
with comparable paragraphs in title I and title II. It also for the first time uses
the word "private" as applied to local agencies concerned with child health,
education, child welfare, and related subjects.
TITLE IV-ADMINISTRATION

Page 27, line 16: Several constiuent parts of this title have been discussed
above, especially the one relating tho failure of administration of a 'State plan
to "comply substantially with any provision required by section 103, or section
203, or section 303."
Page 28,, line 24: Authorzies appropriations to enable the Children's Bureau
to train "personnel for Federal, State, and local service," previously pointed
out.
TITLE V---GENERAL PROVISIONS

Page 29, line 7, et seq: Section 501 directs that "the Chief of the Children's
Bureau, with the approval of the Secretary of Labor, shall make and publish
such rules and regulations as may be necessary to the efficient administration
of the act."

It would seem fitting to permit this title just quoted, which appears on the
last page of S. 1318, to close this discussion of the bill as it reveals so clearly,
honestly, and without guile, who will make and publish the rules and regulations
of an act, which, if adopted by the Congress, has the potentiality of wreaking destruction upon the teaching and practice of obstetrics and pediatrics, and the
possible obliteration from the practice of medicine of their adherents, with the
consequent evil Influence upon the welfare of the mothers and children of our
country.
CONCLUSIONS

1. S. 1318, as introduced by Senator Pepper, merits the unanimous disapproval
of the medical profession, the members of which, obviously, will be commandeered
to become the purveyors of medical care to all who will "embrace the benefits
of the program." Those physicians who do not "choose" to participate will be left
to their own resources to survive or perish, in competition with Government
practice fortified with the bait of free service dangled before the consumer in
the form of a Federal dole.
2. The bill contains no definition of "physician," "practitioner," or "others,"
which implies that the high quality of medical care promised in the measure may
be entrusted to cultists, quacks, and charlatans, to the extreme detriment of its
beneficiaries.
3. The bill, which in its initial appropriations mentions mere millions, will

ultimately necessitate the expenditure of an amount in billions, as any fair

statistician may prove, thus adding to the burden of excessive taxation to be
borne by the citizens of this country already groaning under the weight of a
national debt of than 261 billions of dollars.
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4. The' revolutionary changes in the practice of obstetrics and pediatrics will
work actual detriment to the interests of mothers and children and thereby
defeat the very purposes which this legislation purports to accomplish.
5. The centralized Federal control deprives the States of their constitutional
prerogatives assured them by the founding fathers in the conduct of their own
affairs.
6. The statistics of the draft, by twisting and distortion, have been used by
propagandists to prove that the young of our Nation under inadequate medical
care grew up into a band of weaklings.
The realities are, that the Nation put into the field an Army of 15,000,000 men
and women whose physical fitness was such as to win the greatest war in history,
wherein our GI appeared rather in the role of superman than that of a physical
wreck, to say nothing of the vastly greater army of those in production who
were physically fit and able to contribute the sinews of war which led to victory.
7. In speaking for the American Academy of Pediatrics we would quote a resolution defining its attitude which was adopted several years ago after study
and discussion of the first Wagner bill, to wit:
"Resolved, (1) That the American Academy of Pediatrics approves in principle the objectives of the National Health Act as it relates to children, but
recommends that the Senate Committee on Education and Labor ,give further
detailed study to its provisions, with the counsel and advice of practicing physicians and professional organizations who together will form the instrumentalities
through which the success or failure of the act will be determined.
"(2) That the American Academy of Pediatrics, regarding the provisions for
maternal and child welfare, and the care of sick children, favors the use of
public funds to provide such services to those groups of the population unable
to pay for medical services, to the end that the standards of medical care may
be maintained at a high level among such groups."
8. At the annual meeting of the academy held in St. Louis, November 1944,
this body unanimously authorized the formation of a committee on postwar
planning, which, with the aid of the Children's Bureau and the USPH Service,
was empowered to conduct and is now engaged in conducting a study of the
needs qf children in every State and locality, with the end in view of meeting
these needs, not by revolutionary Federal fiat based upon assembly-line methods,
but by orderly democratic processes to be evolved after the completion of this
study and survey. As to how these aims may be accomplished without trespass
upon the civil liberties of the American people, the academy has expressed the
following opinion:
"The financing of such extension of medical services for children cannot be
reduced to any one simple formula. It may be provided for by direct payment
to the physician by or for the individual receiving the services, by the extension
of voluntary insurance plans on a local level, by compulsory insurance plans
(extension of social security), by direct taxation on local or State level, by
Federal grants-in-aid from tax funds as a joint responsibility of local, State,
and Federal Government. The determining factor should be the situation existing at the local level and undoubtedly a combination of the various methods of
financing may be needed in many.pl~aes."
By correspondence and by personal interview with many members of-the Academy of Pediatrics, and pending their expressed opinion which 'will be voiced at
the annual meeting called for January 15, 1946, we would feel authorized to
indicate its opposition to the legislation analyzed above and to oppose its
enactment.
Adopted by the American Academy of Pediatrics January 17, 1946, in annual
meeting in Detroit, Mich.

Dr. WALL. In conclusion, I would call your attention to the follow-

ing resolutions adopted by the Academy of Pediatrics on January 17,
1946, to wit:
The American Academy of Pediatrics, in annual session at Detroit, Mich.,
January 15-18, 1946, after careful consideration of proposed legislation in Congress as it relates to child health services reaffirms its resolution as adopted at
its 1939 session, namely:
"That the American Academy of Pediatrics, regarding the provisions for maternal and child welfare (referring to the National Health Act of 1939) favors
the use of public funds to provide such services to those groups of the population
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unable to pay for medical services, to the end that the standards of medical care
may be maintained at a high level among such groups."
The Academy of Pediatrics does not favor the use of Federal funds for those
able to provide good medical care from their own resources.
The Academy directs the attention of those considering proposed legislation
to its fact-finding study of child health services now in progress which, at its
conclusion, should assist in the development of sound programs at State levels
based on demonltiated needs.
Pending the completion otthis study, it is recognized that urgent needs exist in
some States that should be met in the immediate future. To this end the academy
recommends that additional Federal funds be made available for grants-in-aid to
the States under existing maternal and child health and crippled children's
programs of title V of the Social Security Act, as amended.
The academy would welcome the privilege of sending its representatives now
or at any time to confer with those responsible for the preparation of child
health.

Thank you very much.
Senator DONNEL. Doctor Wall, I want to express, on behalf of the

committee our appreciation for your statement and the obvious amount
of work that has been required in its preparation. We appreciate the

thoughtfulness and the contents of the statement, and we would thank
you to convey to the Academy of Pediatrics likewise an expression of
the appreciation of this committee.
You had nothing further to add
Doctor WALL. Nothing further to add.
Senator DONNELL. The committee will stand in recess. I am not
advised by the chairman as to the date or hour at which further hearings will be held. Notice will be given in due time to the members of
the committee and to persons who may be expected to appear.
. The committee is now in recess.
(Whereupon, at 1:15 p. m. Friday, May 31, 1946, the committee
was in recess to meet again at the call of the chairman.)
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UNITED STATES SENATE,
COMMrITEE ON EDUCATION AND LABOR,

Washington, D. C.
The committee met at 10 a. m., pursuant to notice, the Honorable
James E. Murray (chairman), presiding.
Present: Senators Murray and Donnell.
The CHAIRMAN. The hearing will come to order.
The first witness this morning will be Mr. Lewis. Alfred Baker
Lewis.
Is Mr. Lewis here ?
STATEMENT OF ALFRED BAKER LEWIS, PRESIDENT,
UNION CASUALTY CO.
Mr. LEwIS. Alfred Baker Lewis, my name is, and I am president
of the Union Casualty Co., in New York. I live at Greenwich, Conn.
Our company is engaged exclusively in the business of writing
group accident and health insurance for unions.
The CHAIRMAN. Mr. Lewis, if you desire, you may be seated and

make yourself comfortable. If you would like to stand, you may
stand.
Mr. LEWIm. I would like to stand.

The CHAIRMAN. That is all right.
THE UNION CASUALTY CO.

Mr. LEWIS. Nearly always the union, we find, takes the initative in
asking for this sort of insurance for its members and tries to get the
employers to pay the premium.
It usually amounts to 2 percent. Sometimes, if dependents are included, 3 percent of the pay roll as part of their collective-bargaining
arrangement with the employer.
Our company is a very small one, and we reinsure our policies.
In some cases, our policies are insured by the National Casualty
Co. of Detroit, and we reinsure them, but we were a pioneer in this
business, though we only started in 1943. We were a pioneer in the
accident and health line as distinguished from the group life insurance line.
We found that the interest shown by the members of organized
labor in the problem of group accident and health insurance for their
members has -grown by leaps and bounds until today there are very
few unions that do not hope or plan in the fairly near future, if they
2281
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do not already have group policies, to get one for their members as part
of their collective-bargaining arrangementOur company, operating exclusively in this field, would be put out
of business if the national health bill was -passed, and if the bill-I
think that the number is S. 1050-which provides for part payment to
people who are out of work in cash as distinguished from actual
medical service, were passed as well. But nonetheless, despite the
fact that our company would be put out of business, I am in favor of
this legislation.
HEALTH INSURANCE

WILL REDUCE INDUSTRIAL STRIFE

I am impressed by the need for it. I am impressed by the fact
that it is and will be an important factor in cuttig down industrial
strife. If you fail to pass it, you can count on increased industrial
strife over this particular issue. I want to take up-that'ioint about
industrial strife. We have been just through a long-drawn-out coal
strike in the bituminous field, and the length of the strike depended
solely, entirely on this issue.
The first demand that the United Mine Workers made was that: "We
want a group accident fund for our members."
And the employers flatly said, "We will not bargain over that issue.
We will not give it to you."
And throughout most of the strike there was no negotiation going
on, no attempt to reach-an agreement, because of this particular bone
of contention-both sides were adamant on it.
If you had removed that bone of contention by having a law such as
this, and the companion piece of legislation which would provide part
of their pay for persons temporarily disabled by illness or nonindustrial accidents, then that particular issue would have been out the
window.
I do not want to say, when you are dealing with the United
Mine Workers, you would not have had a strike, but the strike would
not have lasted as long.
We know that from our experience in the anthracite coal mines.
And this issue was removed there and within less than 2 weeks an
agreement was reached between the employers and the union.
During the war, the problem of getting employers to agree to pay
for accident and health insurance for their employees was not a very
difficult one. Most of the employers were in the excess-profite-tax
bracket. That meant that the Federal Government was paying 85Y
cents on every dollar that they paid for group insurance for their
employees, and most of the wise employers were willing to pay the
remaining 142 cents for a policy which was clearly greatly desired
by their employees, and which had a powerful tendency to cut down
on turn-over, which was an important problem during the war, because an employee had his group insurance as long as he worked for
the particular employer. They had-an agreement with the union.
When he quit and went elsewhere, he lost the group insurance and his
rights under the contract.
Today the tax situation is totally different, and you can be certain
that the employers are going to be very much more adamant in their
opposition to granting this sort of thing in the future than they have
been in the recent past.
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In still another way the matter of legislating group accident and
health insurance through collective bargaining makes for industrial
strife, and this is something which ought to appeal to the non-New
Dealers on your committee, because we have found that nothing-and
I am speaking literally-nothing adds more powerfully to union
morale than when they get accident and health insurance policies for
their members.
Their members are prouder of their union. They take a bigger interest. They come to the meetings more regularly. They become unionconscious through being insurance-conscious.

This sort of insurance

strengthens union feeling and union morale among the members, so
that again you can be certain that antiunion employers are going to
fight this thing much harder in the future than they have in the
past. )Vhen you meet a growing desire on the part of the ranks of
organized labor for this insurance on the one hand, and a much more
adamant opposition to giving it by the employers on the other hand,
it is certain that this particular matter will be a bone of contention in
industrial strife for the unions unless you pull it out of the field of
collective bargaining by a law.
Now, such a law, it seems to me, is perfectly reasonable. It is part
of the desire for greater social security that is all over the world. It
is not just in the United States. It is part of a world-wide demand
for greater security. And we have to do something for it. The necessity is perfectly plain. It is so plain that it seems to me it is undoubtedly a duty upon the Government to act.
OUR HEALTH STANDARDS ARE TOO LOW

I think there is such a duty upon the United States Government to
act for this reason: We are the richest country in the world-nobody
denies it-but in view of our wealth, our standing in health is little
short of a national scandal. Now, I mean that quite literally.
In infant mortality, we stand only seventh among the civilized
nations of the world. We ought to be first. There is no reason in
the world why we should not be first. We are only seventh.
In death rate for children and for adolescents we are worse than
seventh, depending on the particular age group. We are anywhere
from eighth to eleventh. It is a fact that out of our war we lost by
death through enemy action just short of 300,000 people. And we are
killing about that many every year by deaths from preventable causes.
Now, when you have this situation in the richest country in the
world, you need a change.
Our Government recognizes today that it is duty-bound to provide
social-insurance protection against the losses due to unemployment,
against the losses due to old age, and against the losses due to industrial accidents. There is not the slightest reason in common sense
why we should not provide also for losses due to sickness. Both medical losses on the one hand and financial losses on the other.
Now, if there is reason to provide part of their pay for men able
to work and out of a job, there is even more reason to provide part of
their pay for men who have been working but now cannot because of
illness or because of nonindustrial accidents. I say "nonindustrial
accidents" because industrial accidents are covered under workmen's
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compensation. That is the principle behind the national health bill.
As I said i it is in line with the tremendous world-wide demand for
better social security.
I want to say that failure to adopt it is going to add discontent
and it is going to add powerfully to distrust in ordinary democratic
processes of government. People will say, "Fascist governments
gave it to us," which they did.
"Communist governments give it to us," which they do.
When that comes up, why cannot a perfectly -reasonable demand
for social security on the part of workers be granted under democratic
processes? In most democratic countries it is granted. In Great
Britain, in the British Commonwealth of -Nations, in France, and
elsewhere, you have this type of insurance. Let us then in the United
States join in and do the same sort of thing.
Most companies recognize that security is a powerful leverage, a
powerful factor for better satisfaction among the employees, and
therefore they continue to pay their salaried employees, sometimes
several months, if they are laid off by illness.
I need hardly tell you the Federal Government did the same thing
with your colleague, Senator Glass, when for years he was unable to
perform his senatorial duties, but he did not get his pay deducted at
the same time.
If companies do that with salaried workers, why should not an
arrangement for the same thing through Government action be taken
for the hourly rated employees . The hourly rated employees get less
pay. They are less able to save for sickness than are the salaried officials. And yet what the companies do, nearly all of them, voluntarily, for their salaried officials, they do not do for their hourly rated.
employees.
That makes the hourly rated employees rather angry and sore and
discontented, anLit is a matter of obvious injustice in the economic
point of view.
Now, let us do justice to the hourly rated employees.
They need two things: They need part of their pay, and they need
medical care.
CASH DISABILITY BENEFITS SHOULD BE PROVIDED

Senate 1050 is not actually before us, but Senate 1050 provides for
part of their pay, and I think it is perfectly reasonable to assimilate
the payments which are made for persons whb are out of work because of illness or nonindustrial accidents, to the payments made to
people who are unemployed.
That is sound common sense, and sound industrial statesmanship.
On the basis of our company's experience, 1 percent would cover
part of their pay for people who lose jobs because of illness or nonindustrial accidents.
We pay for accidents from the date of the injury, and for illnesses
after 1 week.
t believe that is a reasonable proportion, and we pay 60 percent of
their average pay for people who are laid off up. to 26 weeks or 52
weeks, whichever the case may be. That happens to be more than
other companies provide, but the difference between 26 weeks and 52
weeks is a good talking point.

1
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Between you and me and the door post, it is not of much importance
from an actuarial standpoint.
We estimate that the cash benefit of 60 percent of their pay takes
about 1%6 percent of the pay roll. The amount which is provided for
unemployment insurance is a good deal less than 60 percent of their
average pay, so that 1 percent of the pay roll would be ample to cover
that particular proportion or part of their pay.
This is similar to unemployment insurance for people who cannot
work because of disability due to sickness.
Now, up to this point there cannot be any possible objection on the
part of doctors. Providing part of their pay for people laid off because of illness would help the doctors. It cannot hurt them.
UNJUSTIFIED OPPOSITION OF MEDICAL PROFESSION TO 8. 1606

But when it comes to a national health bill proposal to provide
actual medical care, we find apparently that most of the doctors,
organized in the American Medical Association, object.
Senator DONNELL. You say "apparently."
Mr. LEWIs. I say apparently and I will explain why.
They start to scream, "socialized medicine." It is my opinion your
committee should pay no attention to that.
In the first place, if socialized medicine means anything, it means
a Government bureaucracy in which doctors and physicians and
dentists have no say, arbitrarily assigning patients to doctors and doctors to patients.
There is absolutely no such a thing provided in this bill. The bill
specifically provides, in section 205, subsections (a) and (b), that
there shall be full and complete choice for patients for doctors and of
doctors for patients.
Senator DONIELL. What sections are those?
Mr. LEWIS. 205 (a) and (b).

I suggest that if this bill passes the only difference for doctors in
the medical practice would be that many poor persons who now get
no or inadequate medical service, unless a doctor gives them free service, would get service. That is on the one hand.
And the doctor who gives it to them on the other hand, would be
paid for his service instead of having to give it free, or at best being
compelled to dun his patients, which no doctor likes to do, in order to
get bills paid, or perhaps by tending to limit the services for underpaid persons not to what is best from the point of view of curing the
disease and curing the patient, but from what he thinks the patient
can pay for.
If the bill passes, medical practice will be very little different from
what it is today, except that the doctor will get paid a definite sum for
work he either does free now or tries to get out of if he has not a social
conscience-and obviously, no matter how much social conscience he
has, the amount of free work he can do is limited by what a wealthy
patient can pay for.
Qualifying specialists and fixing various sums and rates of pay for
medical services under the bill would be done by the Surgeon General
and his Advisory Council. The Advisory Council, as provided in
the bill, would be controlled by representatives of the medical, dental,
85907--46-pt. 4--25
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nursing professions, together with representatives of the hospitals,
and of course, some representatives of the public.
I want to say further, most of the doctors who object to .this bill
actually do not know what is in it.
The doctor for my children at Greenwich, 2 years ago, when the
Wagner-Murray-Dingell bill first began to be talked about, and the
American Medical Association began to get angry with it, sent out a
bill one month and he sent out a printed statement in opposition to
the Murray-Wagner-Dingell bill, a printed statement which was full
of misconceptions.
I questioned him and said, "Did you ever read the bill"?
He said, "No."
I said: "Did yqu ever read the printed statement you sent out ?"
He said: "No, I just got it from the county medical association with
the recommendation that I send it out."
That doctor is a highly intelligent man. A well-paid man. His
patients are well-paid people. He ought to be intelligent about this,
but his objection is purely because somebody told him to do it and so
he did it.
He does not know the first thing about what is in the bill, and he
did not know the objetcion raised by the American Medical Associa.
tion.
Socialized medicine or not-and as I said, this bill is not socialized
medicine, if the word means anything-we need badly more medical
care. When we are the richest country in the world and only seventh
in the ranks for infantile death rate and 8, 9, 10, and 11 for children
and adolescent death rate, we need better medical care, and I think
this bill would go far in providing it.
Just because I am engaged in the business of writing group accident and health insurance for unions, I am acutely conscious of the
fact that you cannot do this job by collective bargaining. There
has been a tremendous increase in the last few years in the number
of persons covered by these so-called voluntary schemes. Most of
them are arrived at by collective bargaining. There are nearly
2,000,000 workers today who have some form of group insurance,
but that group insurance is mostly group life insurance and very
inadequate accident and health benefits.
Another thing, collective-bargaining procedures are too slow.
Most of the policies, as I said, provide inadequate group accident
and health insurance, and for those reasons I have explained-opposition from employers-that is certain to be a great deal tougher in
the future than it has been in the past.
Now, you have another thing, and this is highly important.
These voluntary policies arrived at .by collective bargaining provide no medical benefit for people who remain at work. No insurance company can afford it, the expenses would be too much. Our
company would like to, but we cannot.
The only way is if a fellow is sick enough to lay off work. Otherwise, you have to spend almost as much as you spend in benefits
checking on every single fellow who claims he had to go down
because he had a toothache or his eyes were not so good, or something
like that. I know from my own experience. I have been to' a
doctor in the past 3 or 4 years over a dozen times, but in no case
have I had*to lay off work.
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VOLUNTARY INSURANCE DOES NOT MEET THE PROBLEM

You need medical care provided for people who are not yet sick
enough to lay off work. Now, no group policy I know of arrived
at by collective bargaining provides such medical care. I want to
emphasize that because it is important, and I do not believe any
group-insurance policy provided by private companies ever will be
able to do it, because the danger of malingering is much too great.
Now, I do not have to tell you that from a medical point of view
that is wrong. It is important that most ailments should be treated
early, before they are so serious that a man has to lay off work.
That is perfectly obvious in the case of venereal disease, which is
normally not so crippling that a man has to quit, and yet it should
be treated. It is obviously the case for tuberculosis, and it is true
of dental work, and most ocular troubles, most eye troubles.
Some of our policies do provide for hospitalization and surgical
treatment for the dependents of male employees.
When I suggested that it be provided for the dependents of widows,
New York insurance department said, "We never heard of any such.
thing," and turned down the policy, very foolishly, in my judgment.
Relatively few policies do provide f6r dependents, even for surgical
and hospitalization. Also, the insurance companies protect themselves by providing that appendectomies and tonsillectomies are out
of the picture for maybe a year and maybe 9 months after the policy
goes into effect.
Most important of all, when you leave this matter of better health
insurance to collective bargaining, you find that the people that need
it most do not get it. Only the strongest unions, the best paid people,
get it. The lowest paid people do not get it at all. And they are
the people that need it the most.

The draft rejection figures showed that the figures were highest,
rising over 50 percent and running up to 60 percent, for farm workers, domestic workers, farmers, and unemployed. They are exactly
the people that unionization does not touch, and will not touch for a
great many years to come, I am sorry to say. I am afraid that is the
case. The result is that the people that need it most do not get it, and
are not going to get it, if you leave it to collective bargaining. It wilt

not do the job, because all nonunion workers are out, and they include
the lowest paid people in most cases. Obviously, therefore, if you
are going to do the job at all, you have got to do it by legislation.
Medical service is very unequally distributed throughout the country
at the present time. Most though not all, urban areas have fairly adequate medical service. Most rural areas are desperately short.
Most wealthy persons get all the medical care they need. Middle
class persons get medical care, but they have a severe struggle to pay
for it, if it is a long illness or one which involves difficult operations.
Most poor persons get totally inadequate medical care, and that
is first on a charity basis. I honor the medical profession for giving as
much charity as they do, but the doctor cannot afford it unless he has
wealthy patients to keep him.
In 1941 cities over 100,000 population had three-fourths of the child
specialists and one-fourth of the kids.' There is obviously disproportion in the distribution of medical care. Cities over 100,000 had half

of all the dentists, but only 29 percent of the population. Again, a
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disproportion of the dental care, though not as serious as in the case
of child care.
Only five States and your own District of Columbia had what is
regarded as the standard minimum for hospital beds of about 41/2
per 1,000 population. But there were seven. States that had less
than 2 beds per 1,000 population.
Medical care is not fairly or evenly distributed at all under the
present circumstances, and the reason is that' doctors taking care of
poorer persons do not get proper pay, and they tend to move. You
cannot blame them for moving. They move to places where their
neighbors are better off and can afford to pay them.
Now, it is an actual fact that health and life itself is purchasable.
When I say life is purchasable, I mean exactly what I say, and the poor
do not have the money to buy it.
Some years ago, the Children's Bureau put out a study of the death
rate of children under 1 year of age, in correlation with the earnings
of the father, and step by step, as the father's went up, step by step the
death rate of children under the 1 year of age went down.
We are killing children unnecessarily because the poor do not have
the money to buy life. Now, there was one State in 1943 where the
death rate for infants under 1 year of age was under 30 per 1,000-3
percent. And anotherState where it was 9.2 percent, three times more.
Now, you cannot defend that situation. The present situation is
indefensible, and to talk about bureaucracy and bureaus and similar
words under socialized medicine is bitterly unjust and absolutely unfair, in my opinion.
FINANCING FEDERAL HEALTH INSURANCE

Yes. I want to suggest, finally, that it is a wise thing, a national
health bill. It does not lay down a specific form of pay-roll deduction
for the health services provided.
I think it is a better plan to raise at least part of it, and I dare say
I think all of it should be raised, by general taxation.
What is the reason for that?
Health services benefit the whole community. They do not benefit
just the person who is sick. Here is an illustration. If in the city,
in the town, there are several families ill, the breadwinner gets ill; he
is ill for any length of time. They are on welfare. And that means
the children are not as well taken care of as the children of the betterpaid persons. They are likely to be on welfare, too. That hurts
every taxpayer in the community.
Why should not the taxpayer pay in a little bit different way for providing adequate health for his poor fellow citizens, which takes the
burden off the real estate tax rate, which is the way practically every
city an dtown raises 80 percent, at least, of their revenues.
So I suggest, proper care of health paid by the Federal Government and supplemented by cash payments for persons unable to work
because of illness or nonindustrial accidents, would go far to prevent
that situation arising. It will relieve the local towns and cities of a
bulk of their tax burden, and there is good reason to have the Federal
Government pay it instead.
Why?

Because the Federal Government taxing powers are much

more flexible than the taxing power of the cities and towns. A city
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and town cannot levy a gasoline tax. If a city or town tries to do it,
you would get gasoline over the town borders. .They cannot, obviously,
levy income taxes, inheritance taxes, corporation profit taxes, though
in all these ways the Federal Government's taxing powers are much
more flexible, and there is.reason to pay out of general taxation for
health.
Now, we do that in title I of this bill, which provide for grants-in-aid
to the States, not just matching dollar for dollar, but the proportion
to the financial need of the States.
Some States are poor areas, and I am particularly impressed by
that. While it is true I live in Connecticut, I am interested in New
York. New York people have certain sorts of social services. I am
sorry I have not the health figures, but I have the figures on education.
It has the highest per capita rate for education.
Mississippi pays the lowest per capita amount for education. But
Mississippi pays more in proportion to its taxable capacity for social
services than does New York.
Now, what does that mean ? That means it is perfectly reasonable
to make grants-in-aid to the States on the basis of their financial
need, which is exactly what this bill tries to do. Both for employed
persons and certainly for the unemployed, and for persons who are
permanently disabled, the raising of funds by Federal taxation instead
of a pay-roll deduction is perfectly reasonable.
I cannot speak, of course, for Senator Wagner. He will have to
speak for himself. But I should imagine that the original bill which
provided for substantial pay-roll deductions and which was put in
during wartime, did that in part as a wise anti-inflationary measure.
Anti-inflation is still important, but within a year or two I am
afraid we are going to find the other situation developing where more
adequate income on the part of the workers is important rather than
less. . And so general taxation rather than pay-roll deduction is the
better.way of raising the funds.
If you gentlemen have any questions, I will be glad to answer them
to the best of my ability.
The CAIRMAN. Any questions 9

Senator DONNELL. Would like to ask a few.
The CHIRMAN. All right.
Senator DONNELL. Mr. Lewis, I would like to ask something as to
your own experience, if you do not mind.
Mr. LEWIs. Certainly; go ahead, sir.
Senator Do xuL . Would you mind telling us where you were born ?
Mr. Lwrs. No. Born in Pennsylvania.
Senator DONNLL. Pennsylvania, and what year, please?
Mr. LEWIS. 1897.
Senator DONELL. 1897.
Mr. LEWIs. May 20.
Senator DONNELL. I beg your pardon 9
Mr. LEWIs. May 20.
Senator DONNELL. May 20; yes, sir. What was your educational

background? -

Mr. LEwI. I went to the University of Pennsylvania, both the
college and the law school.
Senator DONRNEL. Did you practice law I
Mr. LEwIS. I practiced law in my father's office for a time.
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SSenator DONNELL. Are you related to Dr. William Draper Lewis

Mr. LEwis. I know him slightly, but I am not related.

I studied

in the University of Pennsylvania Law School when he was teaching there.
Senator DONNELL. Yes sir.
Where was your fathers law office?
'Mr. LEWIs. 208 South Fourth Street.
Senator DONNELL. Philadelphia?
Mr. LEWIS. Yes, sir.

Senator DONNELL. How long did you practice law?
Mr. LEWIS. I did not practice law very long. I did not enjoy it
very much, and I got out of that particular business. Now I am in
the insurance business instead.
Senator DONNELL. You practiced law from what time to what time?
Mr. LEWIS. Practiced law there about 4 years.
Senator DONNELL. What years?
Mr. LEWIs. I think it was about 1920 to 1924.
Senator DONNELL. 1920 to 1924.

Then you went into the insurance

business?
Mr. LEwIs. No, sir. After that I became an organizer for the
Socialist Party in Massachusetts.
Senator DONNELL. Pardon me just a second.
Mr. LEWIS. And I stayed there 16 years.

Senator DONNELL. Organizer for the Socialist Party in Massachusetts?
Mr. LEWIS. In Massachusetts, that is right.
Senator DONNELL. When did you go to Massachusetts in that work?
Mr. LEWIs. 1924.

Senator DONNELL. 1924. And how long were you an organizer for
the Socialist Party

Mr. LEWIS. I quit in 1940 because Norman Thomas' isolationism did

not set well with me.

Senator DONNEL. Yes, sir. So you were an organizer for the

Socialist Party in Massachusetts for 16 years?

Mr. LEWIs. Sixteen years, that is right, nearly 16 years.
Senator DONNELL. Did you attend Harvard University also
Mr. LEWIS. No, sir.
Senator DONNELL. You received both your academic degree and

your law degree in the University of Pennsylvania
Mr. LEWIS. That is right.
Senator DONNELL. Yes, sir.

Now, in your capacity as organizer for the Socialist Party in Massachusetts, what were your general duties
Mr. LEWIS. Well, trying to make more Socialists.
Senator DONNELL. Yes.

Mr. LEWIS. I did speaking and organizing work; writing, from

time to time, writing pamphlets.
Senator DONNELL. Yes, sir.
Mr. LEWTS. Labor 'education work, in general.

Senator DONNELL. Do you know Mr. Leo Pearlman.?
Mr. LEWIS. Yes. I know Dr. Leo Pearlman very well, indeed, sir.

Senator DONNELL. When did you meet him ?

Mr. LEWIS. I met him in 1941 or 1942. I have forgotten.
Senator DONNELL. 1941 or 1942.

I

I
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Mr. LEWIS. Yes, sir.: He is the executive vice president of the

company of which I am president.
Senator DONNELL. That is, the Union Casualty Co.?

.

Mr. LEWIS. Yes, sir.
Senator DONNELL. Immediately after leaving your organization as

organizer for the Socialist Party in Massachusetts, what did you
then start to do?
Mr. LEWIs. Then, as organizer for the labor division of the William
Allen White committee. The Committee to Defend America by Aiding the Allies.
Senator DONNELL. Yes.

And how long did you work at that ?
Mr. LEwIS. Until the war broke out.
Senator DONNELL. That is, until war began, when we became in-

volved in the war, December 7, 1941
Mr. LEWIS. Yes, sir.
Senator DONNELL. Is that right?
Mr. LEWIS. Yes, sir.
Senator DONNELL. And then what did you do thereafter, imme-

diately ?
Mr. LEWIs. Well, I was not engaged in any business for a salary

after that. I did some voluntary work for Negro workers in Harlem
through a friend of mine, Frank R. Crosswaite of the Negro Labor
Committee.
Senator DONNEL. What type of work was that?
Mr. LEWIS. Union organization work, helping to spread general

union ideas among colored people in that area.
Senator DONNEL. That is, the organization of local unions; was
that your work ?
Mr. LEWIS. I was not organizing any specific local union. I was

carryig on general work for union centers, you might say, among
the Negroes in that area, which was needed at that time. Getting
them into particular ones was done by the union's own representatives,
and by Mr. Crosswaite, chairman of the Negro Labor Committee in
Harlem.
Senator DONNELL. By whom were you employed when you were
engaged in that work I
Mr. LEWIs. I was not employed.
Senator DONNELL. Oh, you were not employed
Mr. LEwIs. That is right.
Senator DONNELL. How long did you continue in that union

organization in Harlem I
Mr. LEWIS. About 2 years.
Senator DONNELL. About 2 years?
Mr. LEWIs. About 2 years.

Senator DONNELL. That would take you up until about when

Mr. LEWIS. 1943.

.

Senator DONNEL. The first or latter part of 1943

Mr. LEWIs. The early part.

Senator DONNELL. lhe early part of 1943.

Then what did you do?
Mr. LEWIs. I became vice president of the Union Casualty Co.,
which, at that time, was called the Trade Union Accident & Health
Insurance Co.

2292

NATIONAL HEALTH PROGRAM

Senator DONNELL. That was what month in 1943

Mr. LEwIs. I think it was March.
Senator DONNELL. Spring of 1943
Mr. LEWIS. That is right.
Senator DONNELL. You became vice president of the Union Casualty

Co. and the previous name had been what ?
Mr. LEWIS. Trade Union Accident & Health Isurance.

Senator DONNwnL. Trade Union Accident & Health Insurance Co.?
Mr. LEWIS. That is right.
Senator DONNELL. Now, has that company been financed by any

labor union ?
Mr. LEWIs. No, sir. It was financed entirely by me, Dr. Pearlman,

and our third associate, Mr. Paul Backer.
We own, between the three of us, 90 percent of the stock.
Senator DoNNELL. Now, when it was.known as Trade Union Accident & Health Insurance Co., who were the backers?
Mr. LEWIs. Same people.
Senator DONNELL. You were backing it at that time.?
Mr. LEWIs. The same people, the change of name was just a change

of name.

Senator DONNELL. Had you become connected with it before you

became vice president?
Mr. LEwis. I became connected in the beginning.
Senator DONNELL. When did it begin
Mr. LEwis. March 1943.
Senator DONNELL. March of 1943?
Mr. LEwIs. That is right; yes, sir.
Senator DONNmLL. It was incorporated in March of 1943 or there-

abouts ?
Mr. Lwis. Thereabouts; yes, sir.
Senator DONNELL. Under the laws of what State?
Mr. LEWIS. New York.

Senator DONNELL. New York State. And what was its capitaliza-

tion ?
Mr. LEWIs. Well, we had the minimum capitalization at that time,
$150,000.
Senator DONNELL. $150,000
Mr. LEWIS. Yes, sir.
Senator DONNELL. Yes, sir.

i

r

.

And the name was Trade Union Accident & Health Insurance Ce.
For how long .did it have that name of Trade Union Accident &
Health Insurance? '
Mr. LEWIS. We found that the employers would agree to take the

policy that was recommended and the sort of benefits which were only
those which our company would give but when they say, "Trade Union
Accident & Health Insurance," was going to be the carrier, they said,
"No, and we would be help up 2 or 3 months having negotiations. We
changed the name.
Senator DONNELL. You changed the name 9
Mr. LEwIS. Yes.
Senator DONNELL. How long did it have the name of Trade Union

Accident & Health Insurancel
Mr. LEWIs. About a year and a half or 2 years.
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Senator DONNML. You changed the name in 1945 1
Mr. LEwm. I think it was late in 1944.
.
Senator DONNELL. Late in 1944; yes.
Mr. LEWs. Yes.
Senator DONNELL. This money in that company, is that the individual money of yourself, Dr. Pearlman, and Mr. Baker?
Mr. LEWIS. Entirely.
Senator DONNELL. Is there any labor union in back of you gentlemen financing it?
Mr. LEWIs. No labor union's money whatsover.
Senator DoNNLL. Why did you call it the Trade Union Accident &
Health Insurance
Mr. LEWIs. Because we wanted to deal with trade unions.
Senator DONNELL. You wanted to deal with them?
Mr. LEWIs. We knew the employers were not going to take the
initiative in this except in very few cases.
Senator DONNEL. Have you ever studied medicine I
Mr. LEWIs. No, I have never studied medicine.
Senator DoiNxIL. You have never studied medicine?
Mr. LE~Il. No. I am a doctor of law but not a philosophy.
Senator DONNELL. Do you have a doctor's degree ?
Mr. LEWIs. LL. B.
Senator DONNELL. That is a bachelor of law.
You do not hold a doctor's degree?
Mr. LEWIS. You are right.
Senator DONNELL. Yes, sir.
Up until the time you became the vice president of the Union
Casualty Co., or as it was then called, the Trade Union Accident &
Health Insurance Co., had you had any experience at all in insurance
matters
Mr. LEWIs. No, not directly, no, sir. My chief job was union contact work with the company.'
Senator DONNELL. Your chief job with the nely organized company was the contact with unions
Mr. LEWIs. That is right.
Senator DONNELL. Because you had previously been associated
largely with union men and had engaged m that work; is that right
Mr. LzWI. That is perfectly correct.
Senator DONNELL. You did not, up until the time you became vice
president of the company in 1943; had you had any experience in insurance matters?
Mr. LEWIS. That is correct.
Senator DONNELL. Yes, sir.
Now, Mr. Lewis, in your work'with the company, since then, since
you entered the company, had you been the contact man primarily
with the union
Mr. LEWIs. I have been primarily contact man; yes, sir.
Senator DoNNELL. And you said in your statement, I believe, you
have insured 25,000 members of the American Federation of Hosiery
Workers. .
Is that an A. F. of L. union I
Mr. LsEWs. That is a CIO union. We have A. F. of L. unions also.
Senator DowNEGL. That is CIO I

2294

NATIONAL HEALTH PROGRAM

Mr. LEWIS. Yes, sir. ,
Senator DONNELL. The Cafeteria Workers Local in New York?
Mr. LEWIS. That is A. F. of L.
Senator DONNELL. That is A. F. of L.
And the Textile Workers of the New York Joint Board?
Mr. LEwIS. That is CIO,
Senator DONNELL. CIO.
The Hotel and Restaurant Employees in Philadelphia?
Mr. LEwIS. A. F. of L.
Senator DONNELL. And the Upholsterers International Union?
Mr. LEWIS. A. F. of L.
Senator DONNELL. And you have been largely instrumental, I assume, in securing business from these organizations ?
Mr. LEWIS. That is right.
Senator DONNELL. Dr. Pearlman is from Czechoslovakia, is he not
Mr. LEWIS. Yes, sir. He used to be Commissioner of Social Insurance in Czechoslovakia before Munich.
Senator DONNELL. When did he come to this country
Mr. LEWIs. In 1925 first, and then finally in 1939 or 1940.
Senator DONNELL. He was connected with a sickness-insurance plan
over in Prague, was he not
.
Mr.. LEWIS. Yes, sir.
Senator DONNELL. Was that a private enterprise or a governmental
enterprise
Mr. LEWIs. It was first a private enterprise and eventually a governmental enterprise.
Senator DONNELL. On his first visit in this country in 1935, how
long did he stay?
Mr. LEWIs. I do not know.
Senator DONNELL. When did he come back to remain here
permanently?
Mr. LEwis. 1939 or 1940. I could not tell you.
. Senator DONNELL. 1939 or 1940. Yes, sir.,
Mr. Lewis, you have given us this morning not only the testimony
but a press release which appears under the heading of "Committee for
the Nation's Health."
Mr. LEWIS. Yes, sir.
Senator DONNELL. Located at 402 Sixth Street NW, this city. That
is correct, is it not?
Mr. LEwIS. Yes, sir.

Senator DONNELL. That is an organization of which Dr. Channing
Frothingham is the chairman ?
Mr. LEWIS. Frankly, I do not know anything about them.
I got in touch with them last night for the first time.
Senator DONNELL. Did you attend last night the meeting in the
First Baptist Church before the Washington Health Forum?
Mr. LEWIS. No, sir.
Senator DONNELL. You were not there.

Mr. Michael M. Davis is the chairman of the Executive Committee
for the Nation's Health, is he not?
Mr. LEWIs. That I would not know, sir.
Senator DONNELL. You do not know about that.
How did you happen to come to give your testimony, Mr. Lewis?
What was the reason you came?
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Mr. LEWIS. Because I believe in this.
Senator DONNELL. Did you volunteer to come I
Mr. LEwIs. I did; yes sir.
Senator DONNELL. Were you asked by the committee to come?
Mr. LEWIS. No, sir. I never knew anything about it until I got
here yesterday.
Senator DONNELL. You did not know about it until you came
yesterday ?
Mr. LEWIs. I never met anybody in the committee until I got here

yesterday. I was referred to them by a mutual friend of mine who
said they could help in getting publicity of what was said, but I never
met them until yesterday.
Senator DONNELL. You had heard of the fact that the Senate

Education and Labor Committee was working on S. 1606
Mr. LEwIS. That is right.
Senator DONNE. The committee you just heard of for the first
time yesterday was the Committee for the Nation's Health?
Mr. LEWIS, I had heard of them before yesterday, but I had never

met anybody.
Senator DoNNEm . But they furnished the release which has been
given out here ?
Mr. LEWIs. That is correct.
Senator DONNELL. Do you know Mr. Michael M. Davis I
Mr. LEWIS. No, sir.
Senator DONNELL. You do not know anything about his connec-

tion with the Committee on Research and Medical Economics
Mr. LEwIS. No, sir.

Senator DoNNE.

Do you know Dr. Allan M. Butler I

Mr. LEWIS. No, sir.

Senator DoNNEL. Of Massachusetts

Mr. LEWIS. No, sir.

Senator DONNELL. You are not acquainted with him.

Mr. Lewis, this is not in any sense of criticism, not in the slightest.
Mr. LEWIS. It is perfectly all right.
Senator DONNELL. I wanted to find your interest in this hearing

and coming here.

Mr. LEWIS. I have been interrupted by worse things than ques-

tions, so do not feel badly.

Senator DONNEL. When did you first volunteer to come on, or

were you invited
Mr. LEWI. I first wrote, because I have been interested in this
matter I first wrote to Senator Murray. Senator Murray's secretary
would know. It was maybe 2 months ago.
Senator DONNELL. And you volunteered to come at that time?

Mr. LEWIs. That is right.

Senator DONNELL. Was there anybody that had questioned you or

caused you to make that offer to come?

Mr. Lzwis. Just myself and my conscience, that is all.
Senator DONNEL Just yourself and your conscience.

Yes sir.

Now, Mr. Lewis, you preer, as I understand it, that the funds with

which to operate a compulsory insurance plan of the type set forth

in S. 1606 should be raised by general taxation rather than by payroll deduction; is that correctI
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Mr. LEWIS. Some of them, that is right, because such better.health
benefits the whole community and not just the recipient.
Senator DONNELL. Did I understand you correctly to say-if I did
not I want you to correct me-that a city cannot levy a gasoline tax?
Mr. LEWIs. I said it cannot effectively levy a gasoline tax, because
people buygasoline outside the city.
Senator DONNELL. Cannot effectively levy a gasoline tax?

Mr. LEwis. That is right.

Senator DONNELL. Do you not know as a matter of fact, that very

large amounts of revenue are raised by cities under gasoline taxes
all over this country?
Mr. LEWIs. Usually raised because the State raises them and remits them to the city.
Senator DONNELL. Have you made a study of the gasoline taxation

plan of the country?
Mr. LEwis. As far as I know, there is no city which has such a tax
without the surrounding towns having it.
There may be, of course. It is pretty difficult to know a negative,
but I never heard of one.
Senator DONNELL. You said early in your testimony, as I recall

it, that apparently the majority of doctors are against this compulsory insurance.

Mr. LEwis. That is right; yes, sir.
Senator DONNELL. Now do you have any doubt in your mind, Mr.

Lewis, that there is actually a tremendous majority of doctors who
are against it?
Mr. LEwis. I have a very substantial doubt that there is a majority
of doctors who know anything about it who are against it. Most of
the doctors have been sold, as it were, on the bill. They have been
fooled as to the contents.
Senator DONNELL. Of course, you are basing that on your personal

contacts with doctors you have talked to
Mr. LEwIs. That is correct.
Senator DONNELL. You have not made any poll of the doctors of

this country

Mr. LEWIS. No, sir.
Senator DONNwEL. To ascertain how many have studied this matter
Mr. LEWIs. I have not made a poll, but I know of my own personal

acquaintance at least seven doctors who told me they were opposed,
and when they gave the reasons, I said, "This reason is not correct."
I showed them, and six out of seven have changed their minds. One
fellow has not, but that is my poor doing.
Senator DONNELL. But you succeeded in changing six out of seven;

is that right ?
Mr. LEIs. Yes, sir.
Senator DONNEmL. Yes, sir.

Now, you do not know of your own personal knowledge as to the
attitude of the great majority of the members of the American
Medical Association on this matter, do you
Mr. LEwis No, sir. I do not believe that the head of the American
Medical Association does, either.

Senator DONNELL. You have not made a study of the membership
of the American Medical Association to ascertain whether it is merely

NATIONAL HEALTH PROGRAM

2297

apparently that the majority are against it, or whether in fact they are
against it, have you
Mr.. LEws. I have-not; no, sir.
Senator DONNELL. No, sir.
Mr. LEWIS. All I say is, with my limited experience, the majority
of those against it do not know what they are against. They are
against something totally different from what is in the bill.
Senator DoNNELL. Mr. Lewis, you state in your testimony that if
this matter of insurance were removed from the subjects of controversy between companies and unions, that one bone of contention
would be removed.
Mr. LEwis. That is right.
Senator DONNELL. Yes, sir.
And you say, as I read from this press release, issued under the
heading of the 'Committee for the Nation's Health,":
No doubt there would have been a strike nonetheless."

You are referring there, I take it, to the coal strike?

,

Mr. LEWIS. Yes, sir.
Senator DONNELL. Then you express the prophecy that-The negotiations on the matter of pay and other working conditions would not
have been stalled as they were, and the strike certainly would have lasted only
for a short time--

Mr. LEwIs. That is correct.
Senator DONNELL. (reading):
as experience with the anthracite dispute clearly showed.

Mr. LEWIS. That is correct.
Senator DONNELL. You do not undertake to say, I take it, Mr. Lewis,
that the passage of this health insurance act would materially affect
strikes in this country, do you I
Mr. LEWIS. I do; yes, sir.
Senator DONNELL. You think that it would
Mr. LEWIs. I am quite certain.
Senator DONNELL. You are quite certain it would?
Mr. LEWis. I will tell you why.
Senator DONNELL. Very well.
Mr. LEWIs. Usually, when you have a bill of this sort that is passed,
the worker is much more satisfied with his job, because he feels safer.
He knows he is taken care of through workmen's compensation. He
knows he is taken care of in his old age. He knows he is taken care of
at least to some extent for unemployment but at the present time he
has to do the job himself, so far as periods of sickness are concerned,
and the only way he can do it is to be as tough with his employer as
he can to get higher pay, and possibly group accident and health insurance, if he can.
There is not a particle of doubt that if you provide for higher payjust as you find the salaried executives are more loyal to the company,
you will find that the hourly rated employees will be less intransigent
in their attitude toward employers.
Senator DONNELL. Mr. Lewis, was the health and accident fund
proposition involved in any of the other great strikes we have recently
had except the one in the coal mines
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Mr. LEWI. Well, the United Automobile Workers, as a matter of
fact, had endorsed our policy, biut they did not get around to demanding it, because they were cut down on what they were going to get,
so they took it all in cash instead of part in cash and part in payroll deductions.
In the case of the hosiery workers, despite the fact that that is an
old established union, in the CIO, but organized long before the CIO
they actually started to take a strike vote in order to get it, and
that was the only bone of contention to them that they took the strike
vote on. They did not strike, but they started to.
Senator DONNELL. Referring to the hosiery workers, that is the
largest single customer your company has?
Mr. LEWIS. That is the largest single customer my company has.
Senator DONNELL. They have about 25,000 members?
Mr. LEWIS. Yes, sir.
Senator DONNELL. Insured by your company?
Mr. LEWIS. Yes, sir.
In that particular case, they are insured by our policy, but the
National Casualty Co. insured it and reinsured by us.
Senator DONNELL. The National Casualty Co. of Detroit?
Mr. LEWIS. That is right.
Senator DONNELL. That company issues the policy and then reinsures it with your company
Mr. LEWIs. They issue our policy, that is right, by arrangement with
US.

Senator DONNELL. That is to say, the 25,000 members of the American Federation of Hosiery Workers hold policies issued by the National Casualty Co.
Mr. LEWIS. Yes.

Senator DONNELL. Then there is a contract between that company
and your company by which you reinsure that company against
losses ?
Mr. LEwIS. Policy administered by us, reinsured by us, but at the
time they took it, we were not admitted into business in Pennsylvania,
so they got the other, the National Casualty Co.
Senator DONNELL. Was the creation of the health and accident fund
one of the matters in existence in the steel strike, one of the issues
involved I
Mr. LEWIS. That was not.
Senator DONNELL. YOU say it was in the automobile workers' strike?
Mr. LEWIS. No.
Senator DONNELL. It was not
Mr. LEWIs. Not one of the matters of issue. It was one of the
union's original demands. After they had been out on strike for a
time and got cut down on what their demands were, they dropped that.
Senator DONNELL. But the strike still continued for quite a long
time after that
Mr. LEWIS. It is still on the union's book to be brought up again.
Senator DONNELL. But the strike continued quite a long time after
this advocacy of the health and accident matter had been dropped?
Mr. LEWIS. Yes.
Senator DONNELL. Yes.
Mr. LEWIs. That will be, as I said, a bone of contention in the next

strike, too, again.
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Senator DONNELL. Now, Mr. Lewis, you referred to the view that
the danger of malingering would prevent private companies, I understood you to say, or perhaps unions you may have meant, from covering persons who were at work.
Was that your statement in substance
Mr. LEWIs. Yes. That is my statement in substance.
Senator DONNEL. Yes.
Mr. LEWIs. I say private companies cannot take union business that
is arrived at by collective bargaining to cover people for medical
care who are still working.
Senator DONNELL. And one of the reasons for that is that there
may be a vast amount of malingering ?
Mr. LEWIS. That is the universal opinion among the private
companies. They will not write that sort of bill.
Senator DONNELL. Mr. Lewis, wly would it not be a similar amount,
the malingering, in the event of insurance issued by the Government
under an insurance plan such as that in S. 1606, which is contemplated
there
.
Mr. LEwIs. Well, the chief reason for that is this: So far as the
Government is concerned, the Government is not so much interested
in cutting down what they spent in health. A wise government would
be interested in increasing what they spend in health so far as workers
are concerned.
Senator DONNELz. A wise government would not decide to pay
people for pretending to be ill.
Mr. LEWIs. You would not be paying people. You would be paying
the doctor.
Senator DONNELL. You would not be paying a doctor to cure people
who were malingering. *
Mr. LEWIS. I do not think the doctors would take them quickly.
Senator DONNELL. You do not think the doctors would take them
Mr. LEwIS. When we deal with a union we have got to deal with the
worker. We are not concerned with paying the doctor. The worker
comes in and says, "I paid the doctor so much for such and such
a visit. Here is what he prescribed in medicine." They will pay the
hill.
When the Government handles it thus, Government is concerned
with paying the doctor, not the worker. There is nothing like as much
danger of malingering with the Government as there is by collective
bargaining.
Senator DONNELL. Mr. Lewis-Mr. LEwIs. Did you get that point

Senator DONNELL. I get your point.
Mr. LEwrs. Unless the doctor is a crook, why, there is no danger
of malingering from a Government point of view, whereas the worker
may be a crook without involving the doctor so far as private handling

of this thing through collective bargaining is concerned.

'

Senator DONNELL. Let me ask you, in that connection: There has
been testimony given before this committee that in the opinion of some,
that an unlimited insurance, such as is contemplated in bill S. 1606,

would cause many persons who were not necessarily malingering at
all, to seek to avail themselves of service whenever they thought they
were sick. This would-vastly increase the amount of business and
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work that would be cast upon the doctors. Do you have any opinion

upon that subject
Mr. LEWIs. My only opinion is this: I am not an industrial worker
myself, but my experience with them is that there has been a whole
lot more malingering of health than there is malingering of sickness.
There are far too many people who go to work when they should not
than there are people who lay off when they should not.
Senator DONNEL.

Mr. Lewis--

Mr. LEwIS. And that from the point of view of proper health pro-

tection, we ought to have a good deal more medical attention paid from
a preventive point of view, which is better than a curative point of
view.

If people could go to a doctor and say, "I have got a bad cold, I would
like to have my chest X-rayed," maybe it is tuberculosis. That would
be a good thing. Now they say, "I do not want to lay off work, and see
the doctor." And they drag themselves off to work, and they have
tuberculosis.
Senator DONNEmL. Mr. Lewis, as you said a while ago, S. 1050 is not
directly before the committee.
Mr. LEWIS. That is right.
Senator DONNELL. May I ask you this: That bill does contemplate
doees it not, cash payments to be paid to persons who have sicknesses
Mr. LEwIs. Well, the bill contemplates cash benefits to people who
are so sick they have to lay off work. That is a different proposition.
Senator DONNELL. It does contemplate cash payments to those who
are off work, and not those who are still working?
Mr. LwIs. No, sir, and you should not pay cash benefits to people

still working.

The bill, I think, very wisely assimilates payments to people who are
temporarily disabled by sickness to the unemployment insurance payments, and that means you have got to lay off a couple of weeks before
you can begin to get paid. For the case of persons permanently disabled by illness, you draw an arbitrary line of 6 months or more.
Then the payments are assimilated under that bill to the amount
paid for old age pensions, and that seems to me to be a wise distinction
between permanent and temporary sickness disability.
Senator DONNELL. Mr. Lewis, just a few more questions and I will

finish..

You referred to section 205 (a) and 205 (b).
Mr. LEWIs. Yes, sir.
Senator DONNELL. As being those which you construe to give freedom of choice to the individuals of the doctors that they select. Is
that correct?
Mr. LEWIs. I do not construe it that way, sir. It is that way.
Senator DONNELL. That is your interpretation, and you believe that
is what those sections say; is that right?
Mr. LEwIS. Well, it is not a matter of interpretation or belief, sir;
it is a matter of language.
Senator DONNELL. That is what you read the language to mean, is
that right?
You say that is what the language is.
Mr. LEwIs. Nobody else can read the language differently.
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Senator DONNELL. I understand your point, Jut I want to understand whether or not you think it is clearly covered in that situation.
Mr. LEWIS. Postively Absolutely. Yes, sir.
Senator DONNELL. Have you read 205 (j) also?
Mr. LEWIs. Yes, sir. I read the whole bill.
Senator DONNELL. Do you remember that 205 (j), which is just as
much a part of 205 (a) or (b)-Mr. LEWIS. That is right.
Senator DONNELL. Reads as follows:

In order to maintain high standards in the quality of services furnished as
medical or dental benefit, the Surgeon General may prescsrlbe maximum limits
to the number of potential beneficiaries for whom a practitioner or group of practitioners may undertake to furnish general medical or general dental benefit, and
such limits may be nationally uniform or may be adapted to take account of relevant factors.

Mr. LEWIs. That is correct; yes, sir.

Senator DONNELL. You realize, do you not, Mr. Lewis, that if, after

a panel is set up, of doctors, that if the Surgeon General shall have the

right to prescribe the maximum limit to the number of potential beneficiaries who can be the patient of that practitioner-Mr. LEWIs. That is right.
Senator DONNELL. And that said practitioner will not be privileged
to take on any other person who may want his service
Mr. LEWIS. That is correct.
Senator DONNELL. That is correct; is it not
Mr. LEWIs. That is correct, of course.
Senator DNNELL. And, as I say, section 205 (j) is written in the bill
just as clearly as 205 (a) and 205 (b)

Mr. LEWIs. Yes, sir.
Senator DONNELL. Yes, sir.
Mr. LEWIs. I may add, if any doctor is an honest doctor and he is
already taking as many people as he can properly care for, he does
that now already, and the only sort of doctor to come under 205 (j)
is a doctor who is not honestly giving professional care to the people
he already has, and, as I said, any doctor who is an honest practitioner
now does not take more than he can properly care for.
All that this attempts to provide is that the Surgeon General may,
if he finds in some cases in some areas that some doctors are grabbing
business they cannot properly take care of, he can in that case exercise
his discretion, and I may add, that is a purpose which I do not think
any decent doctor would object to. Quite the contrary.
Senator DONNELL. Today, the doctor is the man who decides whether
he should or should not take on additional patients and the governmental authorities do not make that decision for him.
Mr. LEWIS. That is correct.
Senator DONNELL. Whereas, under 205 (j), the Surgeon General
would decide---Mr. LEWIS. No.

Senator DONNEL. Just a minute.
The Surgeon General would decide it, when the maximum limit to
the number of potential beneficiaries for whom a practitioner may
undertake to furnish general medical or general dental benefit has

arrived.
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Mr. LEWIS. The Surgeon General might so decide it.

Senator DONNELL. He has the authority under 205 (j).
Mr. LEwIS. He is not required to do it.
Senator DONNELL. He has that authority?
Mr. LEWIS. He has that authority; that is right.
Senator DONNEL. You know also, do you not, Mr. Lewis, that under

the terms of this bill, the Surgeon General is under the supervision
and--Mr. LEWIs. He is advised by a national health council.
Senator DONNEL. I am talking about something different. Working under the supervision and direction of the Federal Security Administrator.
You know that; do you not
Mr. LEWIS. Yes, sir.
Senator DONNELL That is subdivision (a) section 203.

What was

it you said about the Advisory Council?
Mr. LEwIs. He is advised by a national advisory health council.
Senator DONNELL. He is advised by that Council?
Mr. LEWIs. Which is composed of representatives of the medical

profession, dental profession, nursing profession, hospital representatives, and also us poor patients.
Senator DONNELL. Well, I do not think, Mr. Lewis, that the bill
goes into as much detail as you have there.
It says, "Medical and other professional representatives."
Mr. LEWIS. That is right.
Senator DONNELL. It does not say anything about nursing.
Mr. LEWIs. Except that nursing is included in the bill.
Senator DONNELL. That is true, but when you get down to the
membership of the Council, it uses the term ''medical and other professional representatives." There is nothing in the bill that prescribes,
by the way, how many shall be medical and other professional representatives.
Mr. LEWIs. That is correct. That is up toSenator DONNELL. Up to whom ?
Mr. LEWIS. If you want to provide in the bill, that would be wise

to do it.
Senator DONNELL. Would you favor that?
Mr. LEWIs. Putting them in the bill accordingly.
Senator DONNELL. Would you favor having a majority of that

council consist of medical and other professional representatives?

Mr. LEWIs. If that will make the doctors quit their opposition; fes.
Senator DONNELL. Regardless of that, what is your opinion as to

what would be wise ?
Would it be wise to have a majority reqitied to be medical and
other professional representatives ?
Mr. LEWIs. To be perfectly frank, if you got the doctors with
proper social point of view, it would be perfectly safe to have them
all doctors, and if you got doctors with the wrong social point of view,
Swe would be better off if we did not have any.
There are some doctors, as I say, who take oath seriously, and who
regard a call as a call whether it comes from a desperately poor person
or not, and some doctors do not.
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We are not here to judge human nature. If you choose the doctors
properly, I would not object to them all. If you did not choose them
properly, one would be one too many.
Senator DoNNE . You are not undertaking to say at this moment
whether you think or not that there should be a majority of inedical
and other professional representatives requ;r-d on the Council?
Mr. LWIs. I am perfectly willing to leave that to wiser heads such

as yours, and other members of the committee.
Senator DONNELL. I am not possessed of that wisdom. I just
wanted to get your judgment.Mr. LEWis. You and I are in the same boat, sir. I am not either.
Senator DONNELL. Yes, sir.

Your company is under the supervision of the New York Insurance
Department; is it nQt ?
Mr. LEWIS. Yes, sir.

Senator DONNEL. Is Dr. Pearlman active in the company I
Mr. LEWIs. Yes, sir; executive vice chairman.
Senator DONNEi . Executive vice chairman.

Yes, sir. Is he a member of the board of directors of the company
also?
Mr. LewIS. Yes, sir.
Senator DONNEL. Wh6 are the other members besides you and

Mr. Backer and himself

Mr. LEWIS. Mr. Samuel Markovitch; my brother, John F. Lewis,

Mr. Fitz; and-why, I do not seem to remember them, may I send
them to you ? I have forgotten them.
Senator DONNELL. That is all right.
Mr. LEWIs. There are two union representatives in addition.

Jack Altman. .
Senator DONNELL. Which union does he represent ?
Mr. LEwis. Assistant regional organizer for the CIO.

Mr.

Senator DONNELL. Yes.

Mr. LEWIs. Mr. Smith. I think he is general secretary-treasurer
for the American Federation of Hosiery Workers.
Senator DONNELL. I see.

Yes, sir.

That is all, Mr. Lewis. Thank you, sir.
Mr. LEWIs. All right, sir.
The. CHAIRMAN. Mr. Lewis-Mr. LEWIS. I may add that the union representatives are a minority

on the board, and it is rather amazing, the provision of New York
law that you can be a director of the company without having stock
in the company. None of them have stock in the company.
The CHAIRMAN. Mr. Lewis, you expressed the thought that a great

many of the medical profession are misled as to the operation and
purpose and effect of this bill.
Mr. LEWIs. That is my experience.
The CHAIRMAN. You have talked to a great many ?
Mr. LEWIS. Not a great many. To some.
The CHAIRMAN. Do you know of the National Physicians Commit-

tee that sends out propaganda to the medical profession with regard
to this bill?
Mr. LEWIs. No, sir; I do not.
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The CHAIMAN. There is an interested organization of that kind
that has circulated a tremendous amount of literature in the country,
and especially to the niedical profession, in which many of these misconceptions with regard to the bill are found. And the doctors have,
to a large degree, relied upon that propaganda in forming their opinions. So that in my judgment, a good many of those, if they had
been properly informed on the bill in the first place, would probably
not have been so opposed to it.
Now, Mr. Lewis, you said that the workers of the country would be
more likely to be better supporters or better friends of the institution
they work for if they had adequate health security.
Mr. LEwIS. Yes, sir.
The CHAIRMAN. Such as is proposed in this legislation?
Mr. LEWIS. That is correct.
The CHARMAN. They would also have a greater respect for their

Government, and a greater desire to uphold it and support it?
Mr. LEWIS. I said that specifically. I think this sort of legislation is one of the best bulwarks of democracy you could have.
The CHAIRMAN. And you see nothing wrong with the Government

through general taxation contributing to the support of such a program?

Mr. LEwIs. I think the Government obght to contribute to the

support of such a program fairly substantially.

The CHAIRMAN. Because everybody is benefited by it?

Mr. LEWIs. Because everybody is benefited, and that is particularly
true in the case of persons who have been out of work but are sick.
In the case of persons who are sick for a long time. And in the
case of persons who are sick with diseases which do not immediately
cause the worker to quit work. Venereal diseases and tuberculosis,
especially.

The CHAIMAN. Those ideas have been expressed by many conservative people in the country with reference to this problem of
how this program should be paid for. It has been discussed upon
the floor of the Senate and the floor of the House, and I think there
is a great deal of merit to it. I think that is all.
Senator DONNELL. May I ask just one question, Mr. Chairman?

The CHAIRMAN. Yes.

Senator DONNELL. Mr. Lewis, you referred in your testimony to

a charge that this is socialized medicine?
Mr. LEwIs. That is right.
Senator DONNELL. And my recollection is that you used the term,
"Persons scream, 'It is socialized medicine.'"
Mr. LEWIs. That is right.

Senator DONNELL. And that we should not pay any attention to

that.

Mr. LEWIs. Correct yes, sir.
Senator DONNELL. You believe in socialism, do you not, personally?

Mr. LEWIS. Well, my views have modified on that, but you would
probably call me a Socialist.
You would probably call me a rank Red. I will not say no. I am
no longer connected with the Socialist Party, and have been in fact

a political opponent of the Socialist Party, but my views, from your
poit of view, would be undoubtedly socialistic.
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Senator DONNwEL. And you would not oppose a plan merely because
it was socialistic; would you
Mr. LEWIa . I would not; no, sir.
Senator DNNELL. And as you indicated in your testimony, you
were the organizer for the Socialist Party in Massachusetts from 1924
to 1940
Mr. LEwis. Until I quit the party; that is correct.
Senator DONNELL. All right.
The CHAIRMAN. Mr. Lews--

/

Mr. LEwIS. I may say that has nothing to do with whether this is
socialized medicine or not.
Senator DONNELL. All right.
The CHAMIMAN. Because of the great concentration of industry and

business in this country, there seems to be a trend toward totalitarianism in America, and that, of course, has a tendency. to create agitation in the country in support of programs such as socialism and
communism; -does it not
Mr. LEWIs. Well, sir, I will tell you, to be perfectly frank, I worked
very hard in the Socialist Party, and as I have said, from the time
I joined until the time I quit, it went downhill except for a brief
flurry getting up in 1930, 1931, 1932 and 1933. It it my experience,
and you can take this as the experience of a person who has had a
lot of experience, there is only one real agitator in the country, and
that is injustice, lack of security.
You provide security, and you can sing all the songs you want to
for totalitarianism, Red totalitarianism, or Fascist totalitarianism, or
no matter what it is, the people who feel secure in a democracy are
not going to listen. Injustice and insecurity are the best agitators
for totalitarianism of any kind.
Senator DONNELL. May I ask just two questions at that point?
The CHAIRMAN. Yes.
Senator DONNELL. I understood you to say that the reason you quit

the Socialist Party was because you did not agree with the belief
of Mr. Norman Thomas in isolationism.
Mr. LEWIs. That is right.
Is that all, sir
The CHAIMAN. The next witness is Dr. A. W. Bailey.
Mr. Bailey, you may first state your full name and address.
STATEMENT OF DR. ALBERT W. BAILEY, CHAIRMAN, COMMITTEE ON HEALTH INSURANCE, AMERICAN OSTEOPATHIC ASSOCIATION
Dr. BAILEY. My name is Dr. Albert W. Bailey. I am engaged in
active practice as an osteopathic physician in Schenectady, N. Y.
I appear here at your invitation, Mr. hafrman as chairman of
the committee on health insurance of the American Osteopathic Association, in which capacity I have served during the past 6 years.
I would like an opportunity to read a short prepared statement.
The CHAIRMAN. You may proceed.
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OSTEOPATHIC ASSOCIATION

Dr. BAILEY. The association comprises some 8,000 members out of
a total of about 11,000 osteopathic physicians who are licensed and
practicing their profession in all the States. There is one licensed
doctor of osteopathy for every 18 licensed doctors of medicine, and
there is one student in training for osteopathy for every 12 students
in training for allopathy and homeopathy. About 175 osteopathy
hospitals, of which 56 are approved for intern training, serve the
public health in various sections of the country.
All States license osteopathic graduates.. In at least 10 States osteopathic applicants take the same examination before the same State
boards as do graduates of class A schools granting the degree of doctor
of medicine, and in most of the remaining 39 States osteopathic applicants are subjected to comparable State examinations before State
osteopathic, medical, or mixed boards, or, as we sometimes say, composite boards.
Senator DoNNELL. Doctor, I notice you include 10 States and 39
States.
Are you including the District of Columbia
Dr. BAILEY. Yes. In the District of Columbia it is the same board

for every candidate.
Senator DONN=EL. The point I made was that there is an aggregate
of 49.
Dr. BAILEY. That is why it is 49.
Senator DONNELL. I assumed you were including the District of

Columbia.
Dr. BAILEY. Forty-eight and the District of Columbia.
right.

That is

Senator DONNELL. Thank you.
Dr. BAILEY. No student may enter any of the six approved osteo-

pathic colleges unless he has completed a minimum of 2 years preprofessional college work, including the subjects which are generally
specified as preliminary to medical education. The professional course
comprises 4 years. There are not sufficient approved osteopathic
inter-training hospitals to accommodate all graduates in osteopathy.
It is expected that the hospital construction program authorized under
S. 191 will provide relief for that deficiency.
More than half of the osteopathic profession is located in States
licensing doctors of osteopathy to practice all branches of the healing
art, including major operative surgery and the employment of drugs
generally. General practitioners, whether doctors of osteopathy or
doctors of medicine, as a rule refer their major surgical cases to doctors
of osteopathy or doctors of medicine who specialize in surgery.
American osteopathic specialty boards certify doctors of osteopathy
for the surgical and other specialties.
S. 1606 SHOULD SPECIFICALLY INCLUDE OSTEOPATHIO SERVICES

Millions of people in this country depend upon osteopathic physicians and surgeons and osteopathic hospitals, and it would be a fraud
on these people if they were compelled to pay taxes in prepayment
of medical care costs under the delusion that the benefits accruing to
them would include these services under the plan.

NATIONAL HEALTH PROGRAM

2307

I do not believe that Congress would knowingly be a party to such
a fraud. Some medical protagonists of the legislation who have previously testified before this committee have stated that the provisions
of the bill are ambiguous as to osteopathic inclusion and they have
asked that the ambiguity be cleared in favor of osteopathic exclusion.
We propose that the ambiguity be clarified for osteopathic inclusion,

and we submit the following amendment for the purpose:
This amendment would be put under title III, which is practically
never mentioned here. It is on the last page of the printing of the
bill before you.
Page 28, title III, renumber section 301 to become section 302 and
insert a new section 301, to wit:
The terms "medicine," "medical," "medical care," "physicians," "physician,"
"medical practioner," "medical practitioners," "family practitioner," "family
practitioners," "hospital," "hospitals," "hospitalization," when used in this Act,
shall include osteopathy, and licensed osteopathic practitioners and osteopathic
hospitals within the scope of their practice as defined by State law.

That is the end of the amendment that we propose as part of
title III.
APPLICATION OF AMENDMENT TO TITLE I

Inasmuch as the proposed amendment would apply to both title I
and title II of the bill, we wish to discuss briefly this application to
those divisions.
Now, as to title I, part A reenacts the venereal-disease control, the
tuberculosis control, and the public-health work provisions of the
Public Health Service Act, and in so doing increases the amount of
Federal funds available for tuberculosis control and removes the
limitation on the amount of Federal funds authorized for the publich(alth work program.
In connection with the public-health work program, the bill would
now require State plans. The reason is not apparent why State
plans are not also. required for the venereal-disease control and the
tuberculosis control programs.
State plans are indicated for such programs first, -because they
require the States to take the initiative in preparing and implementing the programs and second, because they provide a formula
upon which the Surgeon General would be required to approve programs in the States, thereby providing a check against possible arbitrary or capricious action on the part of the Federal agency.
In connection with State plans for public health work, it will be observed on page 6, line 17, that the methods of State administration
must be, and I quote:
found by the Surgeon General to be necessary for the proper and efficient operation
of the plan.

On page 7, line 17, the State health agencies are given authority
to make rules and regulations "necessary for the efficient operation of
such services, having special regard for the quality and economy of
service."

It is, therefore, not clear who is, to determine what regulations
are necessary for the efficient operation of public health services in
the States.

9

2308

NATIONAL HEALTH PROGRAM

If the Surgeon General is to be given express power to determine
whether State administrative methods are proper or efficient, it ought
to be as clearly stated that the State agency has the power to determine
standards for efficient service within the State.
On page 13 "public health work" is defined to include "medical and
related services for prevention or mitigation of sickness or disability
and for the prevention of premature death." The term "medical" as
therein used would be covered by our proposed amendment, that we
have submitted to you, as including osteopathic preventive services.
Osteopathic physicians are serving as county, city, and town health
officers and on State and municipal boards of health. The College of
Osteopathic Physicians and Surgeons at Los Angeles, and the Philadelphia College of Osteopathy, maintain venereal-disease clinics which
are listed in the Directory of the United States Public Health Service.
'The courses of preventive medicine and public health which are included in the curricula of all the six approved colleges of osteopathy
are believed to compare favorably with similar courses afforded in
medical colleges.
The coverage of osteopathy in the term "medical" as used in title
I, part A, is therefore proper and desirable.
Title I, part B, relates to maternal and child health services and
services for crippled children under State plans approved by the
Chief of the Children's Bureau.
The State plans for maternal and child health services are required,
page 15, line 15 toprovide for cooperation with medical, health, nursing, education, and welfare
groups and organizations.

That language is taken word for word from title V, page 1, of the
Social Security Act relating to State plans for maternal and child
health services, which also must be approved by the Chief of the
Children's Bureau.
Although the osteopathic profession in the States is daily engaged
in rendering maternal and child health services, and manifests an
active interest in the improvement of such services, the States have
generally omitted to include osteopathic cooperation in their State
plans, due principally, we believe, to the fact that the Children's
Bureau has declined to include osteopathic representation on the
National Advisory Committee on maternal and child health. The
National Advisory Committee has heretofore had no legal standing.
It is observed that page 24, line 2, authorizes and directs the Chief of
the Children's Bureau to appoint such an advisory committee.
With the osteopathic coverage in the term "medical' as applied to
cooperative groups in connection with State plans, the Children's
Bureau's attitude toward osteopathic membership on National Advisory Committees would no longer prejudice osteopathic cooperation in the States. Indeed, the osteopathic coverage in the amendment should be sufficient indication on the part of Congress that there
must be osteopathic representatives on the National Advisory Committee.
In connection with State plans for maternal and child health services, page 15, line 1, apparently gives the Children's Bureau the right
to determine what State administrative methods are propertyt and
efficient."
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Page 16, line 7, permits the State agencies to make rules and regulations necessary for efficient operation of the services performed in
the States. It is not clear whether the propriety of the regulations
is to be determined by the State agencies or the Children's Bureau.
It should be made clear that the determination is to be made by the

States.

With regard to services for crippled children, page 16, line 20, the
term includes "medical-services and care" as part of the benefits provided by the program.
Our proposed amendment, which we have submitted, would include
osteopathic coverage in those terms. The language is taken from title
V, part 2, of the Social Security Act, under which the Children's
Bureau refuses to permit any State agency to make osteopathic orthopedic services available to crippled children. The Children's Bureau
will not approve a State plan which includes osteopathic services for
crippled children. This is so obviously so arbitrary and capricious
that it requires no argument. Such a practice would no longer be possible if our proposed amendment, that we have just submitted, should
prevail.
Page 18, line 3, gives the Chief of the Children's Bureau the right
to determine what State administrative methods are "proper and
efficient" for State plans for services for crippled children.
Page 19, line 7, provides that the States may make regulations
"necessary for the efficient operation of such services".
Here again it should be made clear that the State is the sole judge
of the propriety of these regulations.
The provisions on page 24, lines 14 through 17, are definitely to be
commended. This requirement that rules and regulations of the
Children's Bureau shall have the prior approval of the Secretary of
Labor are a further check against the possibility of arbitrary and
capricious action. Furthermore, it seems only good organization to
establish Bureau heads as subordinate to the head'of the department
in which they are situated.
At this point, I should also like to state that the transfer of the
Children's Bureau, including the functions of the Chief of the Children's Breau to the Federal Security Administrator as projected in
President Truman's Reorganization Plan No. 2, is most heartily
commended.
Title I, part C, provides for grants to States for the medical care of
needy persons under State plans approved by the Social Security
Board. Inclusion of osteopathy within the term "medical care" as
used throughout this part will make it clear that the services of licensed
osteopathic physicians and hospitals may be utilized for rendering
the services contemplated. It is assumed that the term "institutions"
as used on page 84, line 11, refers to hospitals, and therefore the coverage of our proposed amendment would include osteopathic institutions.
When the Federal Emergency Relief Administration was in operation, and the Federal Government was extending direct medical aid
to the needy, the Federal agency ruled that the services of osteopathic
physicians who were licensed to practice medicine in the States should
be utilized.

Most State administrators considered the word "medicine" as used
in the ruling to mean the generic sense of the term and therefore that
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osteopathic physicians were licensed to practice medicine in that State
for that purpose.
A few State administrators took the opposite view.
No such ambiguity will arise in connection with the term "medical
care" as used in title I, part C of this bill if our amendment shall
prevail.
'APPLICATION OF AMENDMENT TO TITLE II

Now, as to title II. This relates to prepaid personal health service
benefits and is to be administered by the Surgeon General of the
Public health Service. The Surgeon General is required (p. 36) to
actunder the supervision and direction of the Federal Security Administrator, and
after consultation with the National Advisory Council (hereinafter established)
as to questions of general policy and administration.

The Advisory Council is required to consist in part of "medical and
other professional representatives." If our amendment shall prevail,
it -would insure that the Council would contain an osteopathic representative. This is especially indicated and desired, because on pages
43 and 44, the Advisory Council is required to advise the Surgeon
General with respect to professional standards, designation of specialists and consultants, standards of participating hospitals, and
grants-in-aid for professional education and research projects.
Senator DONNELL. Pardon me, Doctor, and Mr. Chairman.
Dr. BAILEY. Surely.

Senator DONNELL. I would just like to make note of the fact that in
the copy which you have furnished to the committee, of the statement-Dr. BAILEY. Surely.
Senator DONNELL. That there is an important, and I am sure,
inadvertent error in punctuation of that quotation from title II, which
states: "the Surgeon General" may act "under the supervision and
direction of the Federal Security Administrator."
Dr. BAILEY. In quotes, yes.
Senator DONNELL. There is in your statement a comma after the
word "Council," thus indicating that the requirement that the Surgeon
General act under the supervision and direction of the Federal Security Administrator applies only to questions of general policy and
administration.
I just call your attention to the fact that in the bill itself there is
no comma after the word "Council." It thus being true that there is
no limitation on the supervision and direction of the Federal Security
Administrator, merely as to the policy of general administration.
Dr. BAILEY. I see your point. It should be corrected.
Senator DONNELL. I take it I am correct that there is an error in
that punctuation.
Dr. BAILEY. That is correct on that. I do know that it does say,
however, that there is a reference as to questions of general policy
and administration. That is correct.
Senator DONNELL. The point, however, that I make is that there
is no comma in the bill itself after the word "Council," which might
make an important difference in the meaning of the section.
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Dr. BAILEr. 'As to the scope of the consultation.
Senator DONNELL. Yes. Of the Federal Security Administrator.
Dr. BAzEY. Yes.

Senator DONNELL. I simply wanted to note that.

Dr. BAILEY. I will be glad to correct that, and it probably has been

corrected in the record already.

Senator DONNELL. Thank you.

Dr. BAILEY. The Advisory Council is required to consist in part of
"medical and other professional representatives." If our amendment
shall prevail, it would insure that the council would contain an osteopathic representative. This is especially indicated and desired, because on pages 43 and 44 the Advisory Council is required to advise
the Surgeon General with respect to professional standards, designation of specialists and consultants standards of participating hospitals, and grants-in-aid for professional education and research
projects.
It is obviously intended that the Surgeon General shall be influenced
by the advice and the recommendations of the Council in arriving at
general policies of administration, under which he will exercise the
power granted him under section 205 (e), to determine which "medical-practitioners," and under section 206 (a) which "hospitals,"
shall participate.
The term "physician" as used in section 205 (a) refers to the term
' personal health service benefits" as defined in section 214 (a), which

in turn refers to the terms "general medical benefit," "special medical
benefits," and "hospitalization benefit," which are defined respectively
m section 214 (b), section 214 (c), and section 214 (h). If our proposed amendment shall prevail, licensed osteopathio physicians and
osteopathic hospitals will be assured inclusion.
If our amendment, or its equivalent, does not prevail, is it likely
that the Surgeon General will resolve the present ambiguity of the
bill in favor of osteopathic participation I
History leans strongly to the negative. In 1930 Congress passed a
law prohibiting the Surgeon General from discriminating against
or giving preference to any school of medicine in connection
with
appointments to the Public Health Service. The Surgeon General
ignored that prohibition until Congress in 1948 Public Law 184
eventy-eght Congress, made speciic provision kor osteopathic appointments.
From its inception in 1916 until 1938 the United States Employees'
Compensation Commission construed the term "medical" and the term
"physician as prohibiting the use of licensed osteopathic physicians
or rendering services for ederal civil employees who became injured
or occupationally il during the course of their employment.
In 1988 Congress, b the provisions of Public Law 558, Seventyfifth Congress, defined "hysian" to include osteopathic
practitioners
within their scope as dened by State laws. The same act defined the
term "medical and hospital services and supplies" to include osteopathic practitioners within their scope as defined by State laws.
Since 1940 Congress has annually made appropriations for
medical
and hospital maternity and inant care for wives
and infantsnuof in
enlisted
men in the armed forces of the United States,"
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to be furnished under State plans which the law prescribed should
be developed and administered by the States and approved by the
Chief of the Children's Bureau.
The Chief of the Children's Bureau promptly construed the terms
"medical" and "hospital" to mean the services of doctors of medicine
and the services of hospitals staffed by doctors of medicine. Servicemen's wives, many having had osteopathic obstetrical services on

prior occasions, sought the professional services of their osteopathic
physicians as a part of the benefits of the act, whereupon the Children's Bureau told the States to refuse such payment in all such
cases.
When this situation was brought to the attention of the House Committee on Appropriations, that comndttee in its report on the EMIC
item of the 1942 Labor appropriation bill censured the Children's Bureau for the practice of such discrimination and called for its discontinuance. The Children's Bureau ignored the censure, and the
House Committee on Appropriations in its report on the Labor appropriation bill for 1943, characterized the situation as follows: and I
quoteThe position of the Bureau is such as to forbid the use by beneficiaries of the
various grants, of practitioners of the healing arts recognized in State law and
to grant an absolute monopoly to one group as opposed to another.

The committee again called for corrective action by the Bureau.
But nothing had been done when the appropriation for 1944 was under
consideration and the Congress at long last acted to prohibit the
further continuance of the discrimination by inserting the following
provision in the Labor Appropriation Act for 1944, Public Law 135,
Seventy-eighth Congress, and I quote the amendment that was put in
there:
Provided, That no part of any appropriation contained in this title shall be
used to promulgate or carry out any instruction, order, or regulation relating to
the care of obstetrical cases which discriminates between persons licensed under
State law to practice obstetrics;. Provided further, That.the foregoing proviso
shall not be so construed as to prevent any patient from having the services of
any practitioner of her own choice, paid for out of this fund, so long as State
laws are complied with.

That is the end of the quote from the labor appropriation bill.
These precedents are eloquent argument that if Congress would
prevent abuses it should make clear its intention in the basic legislation
at the beginning.
Another suggestion which occurs to me is that the Surgeon General,
before he designates the medicalpanels, should be required to request

from the appropriate State professional organizations the names of

those doctors whom such respective professional organization deems
qualified for general practitioner and specialist services. Our experience with the New York Labor Department, which follows that
method for establishing panels in workmen's compensation practice,
has been very satisfactory.
The house of delegates of the American Osteopathic Association
has had no opportunity to pass on this bill-I believe it was introduced
last fall-but has consistently, dating back to 1938, indicated that the
association is willing to cooperate in the development of any proper
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plans, compulsory or otherwise, for improving the distribution and the
quality of medical care.
I would like at this time to ask permission to insert in the record
the 10 fundamentals of osteopathic participation in the he alth insurance plan which have guided our association since 1940 in making our
decision as to appearing for or against bills that have to do with health
insurance either in the Federal Government or in the States.
These are 10 in number, and I will not read them here unless there
are questions about them, and, I may say, they apply equally to voluntary plans or compulsory plans.
Senator DONNEL. May we see those, Doctor?

Dr. BAILEY. Surely [handing document to Senator Donnell].
Those are the platform facts as far as a study of health insurance
plans are concerned.
The CHAIRMAN. They will be printed in the record.
(The document referred to is as follows:)
FUNDAMENTALS OF HEALA'H INSURANCE PLANS As ADOPTED BY THE
AMERICAN OSTEOPATHIC ASSOCIATION

Health insurance plans should, as far as possible, provide for the following 10
osteopathic fundamentals:
1. To spread the risk and protect the public, plans should be formulated on a
larger basis than that of a single county: a State or national basis is preferable.
2. Plans should provide separate and distinct contracts for hospital service and
for physicians' reimbursement.
3. Plans should be approved for social need and administration by welfare
departments, for actuarial data and financial administration by insurance departments, and for medical regulations and administration by each participating
profession.
4. Patient should have a free choice of his own doctor (subject to acceptance
of such case by the doctor) and of his own hospital (if there is available space).
5. Panels of participating physicians must be open to all legalized schools of
practice without discrimination.
6. Fee schedules must be paid in cash direct to doctor and hospital on a feefor-service basis acceptable to participating professions and hospitals.
7. Advisory boards (and administrative boards if possible) should have divided
representation from patients subscriberss), participating professions (the doctors), and taxpayers (the public).
8. All participating professions should be represented on boards that have the
power of determining limits of practice and rating classification for both general
and specialty practice.
9. Grievance boards from each profession should determine such charges as
ethics violation, case lifting, excessive treatment, and exceeding qualifications.
10. Reimbursement policies of private insurance need not be limited to income
of patients. Reimbursement policies of nonprofit plans should be limited to $3,000
maximum family annual income. Reimbursement policies of compulsory plans
should be limited to a $2,500 maximum family income (House, St. Louis, 1940,
pp. 32, 33).
4

Dr. BAILEY. They will be printed in the record. I am sorry I have

not other copies at this time.
Now, I would like at this time also to insert in the record a Guidance
Leaflet on osteopathy issued by the United States Office of Education,
of the Federal Security Agency, which describes osteopath distribution of our physicians and various types of osteopathic practice, likewise, in the various States.
The CHAIRMAN. That may be submitted.
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(Guidance Leaflet No. 23, referred to, is as follows:)
(Guidance leaflets-Leaflet No. 28 (Revised 1945))

OSTEOPATHY

1

By Walter J. Greenleaf, Specialist, Occupational Information and Guildance
Service
* [Leaflet of a series on counseling and advising for occupations; what the occupations
are; what preliminary education is required; where professional training is offered; length
of training; student budgets; and selected references. The series is designed for the use
of counselors, guidance committees, occupations classes, teachers, high-school and college
students, and parents.]

OSTEOPATHY AS A CAREER
Osteopathy is the school of medicine or the art and science of prevention, diagnosis, and treatment of disease and injury which majors in manipulation and
includes surgery and the other branches (specialties) of the healing arts.
The osteopathic practitioner, according to the Dictionary of Occupational Titles,
Supplemental Edition II, issued by the War Manpower Commission, July 1943,
diagnose, prescribes for, and treats diseases, disorders, and conditions of the
human body, in accordance with the scope of regulatory laws in all the States;
majors in manipulative procedures for the detection and correction of disorders
and affections of the bones, muscles, nerves, blood vessels, and other tissues of
the body structure; employs auxiliary medical appliance, devices, and other aids
to diagnose, and to support, immoilize, or otherwise adjust bodily impairments
and, as legally qualified in varying degree in most States, practices obstetrics,
surgery, internal medicine, or other branches (specialties) of medical science.
The use of osteopathic manipulation in prevention and treatment is based on
the principles that (1) poor body mechanics disturbs bodily functions; (2) the
tendency of the normal living body is to make its own remedies against infections
and other toxic agents; (3) the production and distribution of such remedies are
aided by proper manipulative procedures to correct faulty body mechanics.
The beginning of osteopathy dates from its founding by Dr. Andrew Taylor
Still (born 1825) who, in 1874, announced the principles on which osteopathic
manipulation is based, and, who, in 1892, opened the first college of osteopathy
in Kirksville, Mo., to "improve our systems of surgery, midwifery (obstetrics),
and treatment of general diseases." Osteopathy has had legal recognition since
1896, when Vermont passed the first State law regulating its practice. All States
now recognize and regulate the practice of osteopthy. Women and men are
equally eligible for entrance to any of the 6 accredited colleges in the United States,
and approximately 1,500 of the osteopathic physicians now in practice are women.
CENSUS
The 1945 edition of the directory of the American Osteopathic Association shows
that there are 11,067 osteopathic physicians in the United States, including 11 in
Hawaii and Puerto Rico and 462 in service. This represents an Increase of 3,301
names over the 1930 edition of the same directory. Principal increases occurred
in California, Missouri, Pennsylvania, Michigan, Ohio, and Illinois. The States
with the greatest number of osteopathic physicians, in addition to these, are New *
York, Iowa, Massachusetts, New Jersey, and Texas. There is in the United States
1 osteopathic physician to every 18 doctors of medicine and 1 per 12,139 population. The osteopathic profession is not overcrowded, as there are many cities
and towns without osteopathic physicians.
COMPENSATION

A 1941 survey conducted by the New York State Osteopathic Society shows that
the gross incomes (before expenses are deducted) of osteopathic physicians in
that State average about $7,208 annually. The American Osteopathic Association
states that recent investigations show income trends have been steadily upward.
1 Information

Association.

contained in this leaflet has the approval of the American Osteopathic
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Incomes of osteopathic physicians rise rapidly during the early years of practice
to a peak in the twentieth to twenty-fourth years. The maximum level of income
with respect to age is in the forties. Osteopathic physicians in places of less than

25,000 population receive the lower average incomes.

In places above the 25,000

population level there is little relationship between the size of city and average
incomes.
LICENSE TO PRACTICE

A student upon graduation from an osteopathic college is required to take State
board licensing examinations to practice osteopathy in the State of his choice.
The licensing examinations are given in 30 States and Hawaii by boards of
osteopathic examiners; in other States and Puerto Rico by the medical examining
boards, 14 of which include osteopathic members. In 18 States all applicants
who intend to practice any of the healing arts hre required to secure a certificate
in the basic sciences preliminary to the professional examination. While a number of States and the District of Columbia give licenses granting all privileges
of physicians and surgeons to osteopathic physicians, in 5 States the use of surgery
is not included, and 5 States do not permit the prescription or administration of
any drugs.
WARTIME EMERGENCY MEASURES

The time required for the completion of the standard minimum professional
course of study in all approved osteopathic colleges is 9 months (36 weeks) per
year for 4 years. However, like many other institutions of higher learning,
osteopathic colleges with the approval of their accrediting agency have eliminated
summer vacations so that the professional course may be completed in approximately 3 years of practically continuous study. Likewise, colleges supplying preosteopathic college courses have also done away with summer vacations making
it possible for students to go through both the preprofessional and professional
courses in approximately 4% years. The purpose of this accelerated training
is to help alleviate the doctor shortage; however, under this program, students
take the same courses and months of training as before.
In this war emergency schedule, freshman classes begin at various times during
the year instead of on the regular, peacetime enrollment dates. Before, or.when
beginning their preosteopathic college study, students should enroll provisionally
in the osteopathic college of their choice in order that the osteopathic college
may guide them to the best advantage in their preparatory study, advising them
of the proper time for matriculation in the professional college and other requirements.
WARTIME STATUS OF OSTEOPATHIC STUDENTS

The study and the practice of osteopathy were certified by the War Manpower
Commission as critical occupations in which there existed a serious need for more
persons to perform services necessary to the health, welfare, and safety of the
Nation. This was in-keeping with the report of the Office of Production Management, that "it seems that the national interest would best be served by permitting osteopathic students to complete their training."
The National Selective Service System issued memoranda instructing that
preosteopathic and osteopathic students and interns and physicians might be
considered for occupational classification and the study and practice of osteopathy
were included in the Director's List of War Activities.
The study of osteopathy is available to disabled and nondisabled veterans of
World War II under the provisions of Public Laws Nos. 16, 113, and 346, all of
which were enacted by the United States Congress in 1943-44. Public Law No.
346 is popularly known as the GI bill of rights.
TRAINING

Students contemplating the study of Qsteopathy should learn the training
and licensing requirements, particularly as to subjects specified in preosteopathic college training, internship, and so on, in the States in which they intend
to practice. Such information may be obtained in detail from the American
Osteopathic Association or from any of the approved osteopathic colleges listed
in the table on page 10 of this leaflet.
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State requirements for Uoensure of oesteopathicphysioank , 1944

[NoT.-Educational requirements: All State laws require aduation from a professional osteopathic
college. As a prerequsite for entrance, all osteopathic olleges require high-school graduation and 2
-

yearsof preosteopathic college work]
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I With exceptions.
22

types of licenses.
' Does not apply to doctors of osteopathy or doctors of medicine.
SManipulation only.
'Not defined.

There are six osteopathic colleges operating in the United States which are
approved as meeting the requirements of the American Osteopathic Association.
Every State requires high-school graduation and college work as a prerequisite
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for entrance to the osteopathic colleges; while this requirement is not specifically
mentioned in some State laws, it is enforced by the fact that students must
graduate from approved colleges, and these colleges require high-school graduation and at least 2 years of college work for entrance.
If the candidate intends to practice in certain States, including California,
Connecticut, Delaware, Indiana, New Jersey, New York, Pennsylvania, Rhode
Island, Virginia, and Puerto Rico, the preparatory college work must include
specified credits as in chemistry, biology, physics, and English, and all the approved colleges of osteopathy require that the preprofessional college Work include these subjects. Some States require internships or additional study
after graduation from osteopathic colleges for the practice of surgery.
PRFOSTEOPATHIC COLLEGE CREDITS REQUIRED

The minimum of two standard years (60 semester hours or an equivalent
number of quarter hours) of successful preosteopathic college study required
for entrance to the approved osteopathic colleges is 50 percent (one-half) of
the total number of academic credits required for the conferment of the baccalaureate degree in arts or sciences in an approved college of liberal arts and
sciences.
All osteopathic colleges require that the preosteopathic college study include
credits in specified subjects, including chemistry, biology, physics, and English
and, in some cases, others. The number of specified preosteopathic credits
required by the different osteopathic colleges vary, as in other schools of medicine, but range from a minimum of 30 semester hours in one college of 46, plus
4 in physical education and health acivities for students from its own State, in
another.
All osteopathic colleges recommend, also, that certain subjects be included in
preosteopathic college electives, and the laws governing licensure and practice
in some States require that a modern foreign language be included.
STANDARD

MINIMUM

CURRICULUM OF. APPROVED

OSTEOPATHIC COLLEGES

The standard minimum curriculum in the approved osteopathic colleges, as
arranged by the bureau of professional education and colleges of the American
Osteopathic Association and the American Association of Osteopathic Colleges
and adopted by the board of trustees, requires at least 4,000 hours over the standard four college years. Each year must have a minimum of 1,000 hours.
The subjects as grouped should have the proper relationship as to percentage
of the entire time consumed in the standard 4-year course and the courses in
most osteopathic colleges consist of more than the required number of hours.
The following schedule gives the approximate percentage of hours in relation to
the whole course:
Department:
Percent
1. Anatomy, including embryology and histology--------------_ 18. 5
2. Physiology --------------------------------6. 0
3. Biochemistry --------___-_---------------4.5
4. Pathology, bacteriology, and immunology -----------_----_ 13. 0
5. Pharmacology------------------------------------------5.0
IncludingComparative therapeutics.
Materia medica-associated subjects.
6. Public health ---------------------4.0
IncludingHygiene-sanitation.
7. Osteopathic medicine-------------------26. 5
Principles, technique, practice.
IncludingNeurology-psychiatry.
Pediatrics.
Dermatology and syphilis.
8. General surgery -----------------------------17. 5
Including-Orthopedic surgery.
Urology.
Otolaryngology.
Radiology.
9. Obstetrics and gynecology -------- ------------___
_--5.0
85907-46---pt. 4-27
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Textbooks approved for study in osteopathic colleges include the osteopathic
texts dealing with the principles and practice of the distinguishing methods of
osteopathy, plus texts as used in nonosteopathic medical schools.
The subject of medical therapeutics and the practice of medicine are covered
as indicated above. The first 2 years of work are devoted chiefly to the basic
sciences and include anatomy (descriptive histology, embryology, dissection),
physiology, chemistry, pathology and bacteriology, supplementary therapeutics
(toxicology, pharmacology, anesthesia, narcotics, antiseptics), and biological
therapeutics (vaccines, serums, antitoxins, etc.).
The last 2 years include.hygiene and sanitation, practice of osteopathy, surgery,
obstretics, gynecology, etc., and include eye, ear, nose, and throat; nervous
and mental diseases, public health, etc.
Upon graduation, the degree of D. O., doctor of osteopathy, is conferred.
Candidates for graduation in all approved colleges must be 21 years of age%and
have given a minimum number of osteopathic treatments.
STUDENT EXPENSES

Tuition and fees average approximately $340 in the six osteopathic colleges.
Board and room is estimated at approximately $340, and varies from $250 to
$360 per year, according to the school and location. Books may cost about $60
annually. Other personal expenses which vary with individual taste, and pocketbooks should be added.
Colleges of osteopathy approved by the American OsteopathicAssociation
Institution and location

Tuition
and fees
first year

Board
and
room

Enrol-

1

2

3

4

$329
378
310

$360
360
360

256
137
188

63
27
47

292
310

360
250

183
740

53
180

430

360

277

72

..

1,781

442

California: College of Osteopathic Physicians and Surgeons,
Los Angeles-. ---------------------.---------. --- --Illinois: Chicago College of Osteopathy, Chicago -..- ------.Iowa: Des Momes Still College of Osteopathy, Des Moines-..Missouri:
Kansas City College of Ostepathy and Surgery, Kansas
City--............-----.... ...--..
---------.. ..---....--Kirksville College of Osteopathy and Surgery, Kirksville-..
Pennsylvania: Philadelphia College of Osteopathy, Philadelphia....-------.--.....
.---.
--..--..----------------------...
Total-----------------------.----------------------.......

.....- .....-...

Dee
5

1s Average
for 7 years 1935-36 to 1941-42.
Average for 7 years 1936 to 1942.
AMERICAN OSTEOPATHIC ASSOCIATION

The American Osteopathic Association, 540 North Michigan Avenue, Chicago,
Ill., was established to promote the public health, and the art and science of the
osteopathic school of practice of the healing art, by. stimulating research, elevating the standards of osteopathic education, advancing osteopathic knowledge,
etc. The association is a federation of divisional societies organized within
the States. Members shall be graduates of'recognized colleges of osteopathy and
licensed practitioners. It publishes a code of ethics, a yearbook, and a journal.
REFERENCES

Directory 1944 American Osteopathic association, Chicago.
Information: Director of statistics a
information, American Osteopathic Association, 540 North Michigan Aven e, Chicago.
Journal of the American Osteopathic Association. (Monthly publication of
A. O. A.).
Preosteopathic and Osteopathic College Courses, January 1944. Bureau of
professional education and colleges, American Osteopathic Association.
Catalogs of the six osteopathic colleges.
Dictionary of Occupational Titles, Supplemental Edition II, July 1943. War Manpower Commission.
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Incomes of Dentists and Osteopathic Physicians. United States Department of
Commerce. Herman Lasken, Survey of Current Business, April 1939.

Dr. BAILEY. I believe, Mr. Senator, under date of March 19, 1946,
you addressed a communication to the American Osteopathic Association, asking that they cooperate with other leading professional

organizations in the field of health and medicine to write you a resume
of the goals for the next 5 years, concerned with specific health en-

deavors, and in that letter you state thatif your organization is present at hearings on the national health bill, 1606, your
suggestions for health goals might well be presented at that time.

I am happy to present to you at this time a letter which gives our

health goals for the next 5 years.

Senator DONNELL. This letter will be carried on the record. It is

in connection with your testimony.
(The letter referred to is as follows:)

AMERICAN OSTEOPATHIC AssOCIATION,

Chicago 2, Ill., June 14, 1946.
JAE E.
on.MUAY,
Hon. JAMES E.
MuRRAY,
Chairman, Committee on Education and Labor,
United States, Senate, Washington, D. 0.
DEAR SENATOR MURBAY: On March 18, 1940, you sent to the American Osteopathic Association a communication such as you were submitting to the leading
organizations in the field of health and medicine, asking our cooperation in setting
up "'health goal for America's future." You hoped that we would answer some
or all of a series of questions, and possibly others which we might add.
Your questions are intended to determine goals at whic. we may aim with
reasonable hope of success within a 5-year period if we devote the country's several resources to the project.
Obviously such goals can be nothing more than estimates based on knowledge
of past experiences and evaluation of available resources of trained personnel,
money, and physical facilities. Most of the following answers consist of opinions
based on the indications brought out in studies made by others, and an attempt
has been made to be very conservative in estimates of possible improvement.
If there is a real desire, a definite incentive, if the people of this country really
want a tremendous improvement in the health picture, the improvement can be
attained. But it has to be wanted and the price must be paid.
I. "What should our aims be with respect to increasing the average expectation
of life?" The average length of life could be increased at least 2 years.
(a) The infant mortality rate the country over could probably be reduced by
20 percent This would be accomplished by improving the services in obstetrical
and pediatric care in areas where the infant mortality rate is high, somewhat
more nearly to the level of the medical, nursing, and hospital service available
where the death rate is very low. (New Mexico 97.9 in 1,000; Illinois, 33.1 in
1,000.)
(b) Somewhat less improvement is probable in reduction of the maternal
mortality rate. The trend is already downward. But if there can be made
available a sufficient number of doctors and nurses to render prenatal care to
expectant mothers, and if a sufficient number of specialists in obstetrics and in
obstetrical nursing can be so distributed as to be available for consultation and
assistance in abnormal obstetrical conditions, the people would soon learn to avail
themselves of that service. General practitioners, who deliver most of the
babies, would welcome and utilize such consultation service. If hospital beds
can be provided for necessary and desirable prenatal and postnatal care the
morbidity and mortality rate for both mothers and babies will decrease.
This is one field where, above most others, a definite betterment may be confidently expected if complete obstetrical service can be made available.
(c) As to a goal for the reduction in death rate at various ages we have no
comment.
"What should our aims be in preventing or controlling" the long list of specific
diseases or classes of diseases is a sifbject on which all those interested
in the
Nations' health are devoting much study. So vast are these national-health needs
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that no one group can meet them. It does and.will require the combined effort of
all citizens involving the complete cooperation of all groups. The major public-health problems today are the diseases which are not amenable to usual public-health methods. They are largely the degenerative diseases
of advancing years; the various diseases of the heart, the blood vessels and the
kidneys, diabetes, cancer, and arthritis.
Our aim in the prevention and control of these conditions resolves itself into
early and adequate care-preventive, diagnostic, and therapeutic, but it is becoming increasingly evident that many of these diseases are uncontrollable without the active participation of the people themselves. Stimulating public action
and individual participation requires well-planned and coordinated programs of
health education. Such programs require an intensive and continuing program
of health education by physicians, nurses, and dentists trained as health educators.
The number of individuals who are trained to conduct research and study of
these disease conditions and to be a part of an educational program is extremely
small. Therefore, if effective preventing and control are to be carried on, the
personnel from the various branches of the healing profession must be trained.
II. "Over the* next 5 years, what should be our goals on health personnel,
facilities, and education?"
(a) We should increase the facilities for training physicians and improve the
institutions now in existence. We can speak with authority of the training of
osteopathic physicians and surgeons. The existing schools have plans for increase in teaching staff and of hospital facilities in which students and graduates
are "hospital trained." In 5 years we could reasonably hope to increase the
number of osteopathic physicians and surgeons not more than 10 percent, although
that increase will -not satisfy the demand. Education of an osteopathic physician and surgeon is at least a 7-year process after high school. Selective service
has not for some time permitted preprofessional college students to continue in
college past 17 years of age, and even today they may not stay past 19. Consequently no great, no adequate increase in available osteopathic physicians can
be anticipated in a 5-year period. Not more than a 10-percent increase in number of doctors of medicine can be expected because of similar handicaps.
Not too incidentally there has not been a time, within a score of years at least,
when there were enough physicians in this country to take care of all the health
needs of the people nor to give anything like the optimum in medical service.
There have at times been more doctors available than the people would or could
pay for. A similar statement could be made without question about the insufficient supply of nurses and the rdequay of hosnital facilities.
SThe number of doctors in public health services in the States should be doubled.
It does not seem to be possible to find that large number of doctors within a
6-year period, but the goal might well be set.
(b).
(c) As to nurses, there should be, within 5 years, a 20-percent increase in the
number of those available. The facilities for training that additional number
are adequate, as witness the large numbers rapidly trained under the cadet
nurses' training program.
"What should our aims be with respect to the number and distribution of
adequate2. "Hospitals and hospital beds": The consensus is that there should be accessible and available beds in general hospitals at the rate of 6 beds per 1,000
of population. (This figure is exclusive of needs for beds for neuropsychiatric
cases.) Such a figure is not too great (although it is in excess of facilities now
available), particularly if some method can be put into effect for obviating or
materially reducing the cost of the patient of hospitalization.
Such increase in hospital beds should be divided among governmentally owned
and operated institutions, and hospitals under other auspices, and the increase
should most certainly and effectively include a material accession to the number
of beds accessible to osteopathic physicians and surgeons.
(b) "Health clinics and health centers" should be made available within 5
years where there are no hospitals in which such service can be housed and
to the extent to which such clinics and health centers can be staffed. The
shortage of physicians and surgeons now inevitable in the period of the next
5 years must be taken into account.
"What should be our aims with respect'to-
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(a) "Medical research": In this direction the various colleges preparing
sciences,
physicians, and colleges giving training in the so-called biological
justifies.
personnel
research
should be financed to the extent that their available
be
should
Laboratory and hospital facilities should be made available. Supplies
furnished. Available personnel should be paid. An adequate supervisory council
should oversee such efforts.
(b) "Professional education": Respecting professional education we have
already said that there is a shortage of physicians, which cannot be caught up
with in 5 years. But if medical-teaching institutions, including osteopathic
colleges, can have financial support and relief from Selective Service restriction
on preprofessional college students, a program will be under way which will
ultimately supply the demand.
It should not be forgotten that If this country has international obligations
of any sort they must involve the moral and practical responsibility'of providing
the training of physicians for other parts of the world. We believe institutions
for the training of physicians in many European countries are effectively
destroyed.
(c) "Health education for the public": Health education of the people, aside
from other active health service, cannot be done adequately, acceptably, without
the services of physicians and health service personnel with special training.
There is small excuse for failure to educate all the people about available health
facilities. Modern methods of propaganda make that possible.
We should, however, deemphasize the present unwarranted and exaggerated
emphasis on the possibility of "cure of disease" and emphasize instead the responsibility of the individual and of society for sane, safe, hygienic living as the
one most powerful deterrent to disease and suffering.
May we take this occasion to compliment you on your genuine interest in and
concern for the health of the people of this country.
Sincerely yours,
R . . McCAVoHAN, D. O.,
EBecutive Secretary.

Dr. BAILEY. I believe that is all that we need to set forth in any
prepared statement. We have tried, by citing these lengthy experiences, and the history of congressional legislation, to show that unless
osteopathic inclusion is definitely written into the bill, those pro.. visions are usually construed in the narrow sense rather than the
broad sense, and it is for that purpose we have submitted this one
amendment that would be put in title III.
The CHARMAN. Any questions ?
Senator DONNELL. I would like to ask a few.

Doctor, in these 10 fundamentals of health insurance plans-Dr. BAILEY. That is right.
Senator DONNELL. I do not see that there is any preamble to it
stating the substance of what the association resolved immediately
preceding the 10 points.
Do you have a copy of the complete resolution adopted by the
American Osteopathic Association
Dr. BAILEY. Well, that resolution and those fundamentals have

developed over a period of time. I could-if you wanted to take the
time-I have three or four resolutions that were passed at successive
house of delegates stating our position.
Senator DoNNELL. I will state what I had in mind.

Dr. BARET. Yes.

Senator DONNELL. Perhaps you could help us by finding anything

that has a bearing.
Dr. BAILE.

I have them marked, if you want more specifically

than what is in there.

Those are our guiding principles.
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Senator DONNELL. What I had in mind in this: In your statement
you sayThe House of Delegates of the American Osteopathic Association has had no
opportunity to pass on this bill, but has consistently, dating back to 1988, indicated that the association is willing to cooperate in the development of any
proper plans, compulsory or otherwise---

Dr. BAILEY. That is right.
Senator DONNELL (continuing):
for improving the distribution and the quality of medical care.

Dr. BAILEY. That is right.

Senator DONNEL. I wanted to find, Doctor, whether or not there
are any resolutions that mention specifically, or by reasonable implica-

tionDr. BAILEY. I see.

Senator DONNELL. The approval by the American Osteopathic As-

sociation of the idea of compulsory governmental health insurance.
If there were such language, I would be obliged if you would read
into the record, or anything you think has a bearing on it.
Dr. BAILEY. Well, I had anticipated it. These are not lengthy,
Senator.
Senator DONNELL. Very well.
Dr. BAILEY. There are several references here if you would like me
to read them into the record. I would be glad to do it.
Senator DONNELL. When did they occur?
Dr. BAILEY. 1940.

The house of delegates of the American Osteopathic Association
passed the following resolution. This was 1940.
In view of the numerous surveys that continue to indicate that many of our
population with moderate and meager earnings cannot afford individually to
purchase adequate medical care, organized osteopathy will continue to cooperate
with employers, employees, welfare divisions, the Federal and State governments, and other organizations which seek to remedy such deficiencies by voluntary or compulsory health insurance plans, providing a fair proportion of osteopathic fundamentals are complied with.

In 1944, the House passed the following resolution:.
The association shall continue its present policy of open-mindedness in regard
to health-insurance proposals, by examining them, first in the light of the betterment of public health, and, secondly, in their relation to the osteopathic recognition fundamentals that already form our platform.

Senator DONNELL. I observe in that quotation reference to openmindedness.
Had there been some considerable discussion in the American Osteopathic Association on this question of compulsory governmental insurance?

Dr. BAILEY. At every session of our house of delegates since at
least 1938, there has been considerable discussion yes, sir.
Senator DONNELL. Has there been quite consiAerable difference of
opinion as to the advisability
Dr. BAILEY. There has been a definite difference of opinion as to the
advisability; that is right.
Senator DONNELL. Are you able to state, Doctor, your observation
as to whether the majority of the members of the house of delegates
have favored compulsory governmental health insurance or have been

opposed to it?
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SDr. BAILEY. I would answer that in this way: Every year I have

been chairman I have appeared on the floor of the house and gone over
compulsory health insurance bills and proposals for that year and ex-.
plained the good and bad points, and at the end I have always had a
recommendation that we either be openminded, like the one I read,
or that we do not oppose them, and every time my recommendations
have been upheld on the floor of the house.
Senator DONNELL. Have you personally-if you do not mindDr. BAILEY. All right.,
Senator DONNELL. Do not feel obligated to answer.

Have you personally expressed the opinion to your association that
you favor compulsory governmental health insurance?
Dr. BALEY. I have at numerous times expressed to our house that we

favor a single national prepayment health insurance program.
Senator DONNELL. Yes, sir.

Dr. BALEY. As opposed to many small States and county medical

society proposals; yes.
Senator DONNELL. In 1938, that was the resolution that you read?
Dr. BAILEY. Yes.
Senator DONNELL. That was the one, as I understood it, which re-

ferred specifically to compulsory health insurance ?
Dr. BAILEY. Yes.

Senator DONNELL. And in 1940, you said you would be openminded ?
Dr. BAILEY. That is right. And in the last 2 years we have not been

able to meet, so I have not been able to appear.
Senator DONNELL. Is the utterance of 1940 the most recent utterance

upon the proposition?
Dr. BAILEY. By the house of delegates; yes.
Senator DONNELL. By the house of delegates.
Dr. BAILEY. Yes.

Of course, during this time we have tried in our publications to set
forth the comparison of these plans.
Senator DONNELL. Yes."
Dr. BAILEY. The most recent one was last month, in which I, as

chairman of the committee, took some of the fundamental parts of
your present bill and compared them, line by line, with the fundamentals I have just given you.
Senator DONNELL. Yes.
Dr. BAILEY. And that in the May American Osteopathic Association

Journal, that is in there, which I would be glad to make a part of the
record.
Senator DONNELL. It may be well to file it, if you will.

voluminous we do not want to encumber the record.
We would be glad to include it in the record

If it is too

Dr. BAILEY. You asked the question, and seeing that the house of

delegates has not met, we have to go rather indirectly to find out our
view, because we have not had an opportunity to vote.
Senator DONNEL.

record.

I think it would be well to have that in the

Dr. BAILEY. This describes the Wagner-Murray-Dingell bill, line

by line, as far as fundamentals are concerned.

Senator DONNELL. That will be put in the record.
Dr. BALEY. Fine.
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(The document referred to is as follows:)
THE ASSOCIATION's ATTITUDE TOWARD HEALTH INSURANCE-A COMPARISON OF THE
WAGNER-MURRAY-DINGELL BILL AND THE AMERICAN OSTEOPATHIC ASSOCIATION
YARDSTICK

The house of delegates of the American Osteopathic Association, in session in
St. Louis in 1940, adopted a platform to guide the osteopathic profession in any
future study of health insurance proposals. It was a constructive approach to
the problem in that the fundamentals then adopted contained no blanket condemnation of either compulsory or voluntary health plans. Certain definite
constructive suggestions were advanced to make health insurance workable from
a professional standpoint. The American Osteopathic Association thus became
the only important medical organization which dared at that time to approach
the problem without condemning in advance possible national solution but rather
by setting forth a fair consideration of the issues involved in the light of public
health and welfare.
The fundamentals advanced at that time by our profession are just as basic
now, 6 years later, and they have been reiterated at every subsequent meeting
of the house without change except as to amounts of family income in two
categories. They have consistently guided the osteopathic profession. Meanwhile other medical organizations have been hopelessly divided and have hedged
and shifted until now finally they officially admit what they formerly denied-a
need for comprehensive health insurance plan. At the same time, however, they.
insist that these plans must be approved and sponsored by the American Medical
Association on a State or county basis. One wonders, therefore, whether the
sponsorship of plans by many autocratic county medical societies or by a
single bureaucratic Federal Government would be the greater evil.
In that respect a comparison between the current Federal proposals for prepaid personal health service as provided for in the Wagner-Murray-Dingell bill,
and the osteopathic 10 fundamentals adopted in 1940 and consistently adhered
to ever since, makes instructive reading.
The material in brackets is taken from the American Osteopathic Association
platform and the remarks and quotations which follow relate to or are taken
from the Wagner bill as introduced in Congress November 1945:
1. ITo spread the risk and protect the public, plans should be formulated on
a larger basis than that of a single county; a State or national basis is preferable.] The bill provides for a national health program and is called the
National Health Act of 1945.
2. [Plans should provide separate and distinct contracts for hospital service
and for physicians' reimbursements.] "The term 'personal health service benefits' includes general medical benefit, special medical benefit * * * and hospitalization benefit" (sec. 214 (a)).
3. [Plans should be approved for social need and administration by welfare
departments, for actuarial data and financial administration by insurance departments, and for medical regulations and administration by each participating
profession.] "The Surgeon Generl is hereby authorized and directed to enter
into such agreement or cooperative working arrangements with the Chief of
the Children's Bureau and with the Social Security Board as may be necessary
to insure coordination in the administration of the program" (sec. 203 (d)).
"The Surgeon General, after consultation with the Social Security Board,
and after consultation with the advisory council and with the approval of the
Federal Securities Administrator shall prescribe and publish such rules and
regulations and require such records and reports as may be necessary to the
efficient administration of this title" (sec. 203. (g)).
4. ("Patient would have a free choice of his own doctor [subject to acceptance
of such case by the doctor) and of his own hospital (if there is available
"Every individual entitled to receive general medical benefit
space * * *.
* those from whom he shall receive such
shall be permitted to select *
benefit subject to the consent of the practitioner and every individual and every
group of such individuals shall be permitted to make such selection through
a representative of his or their own choosing and to change such selection" (sec.
205. (b)).
5. ["Panels of participating physicians must be open to all legalized schools
of practice without discrimination"1. "Any physician, dentist, or nurse legally
qualified by a State to furnish any services included as personal health-service
benefits under this title shall be qualified to furnish such services as benefits
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under this title * * * and this provision shall extend to any group of
physicians, dentists, or nurses, or combinations thereof, whose members are
similarly qualified" (sec. 205 (a)).
6. [Fee schedules must be paid in cash direct to doctor and hospital on a
fee-for-service basis acceptable to participating professions and hospitals.] Payments will be made "(1) on the basis of fees for services rendered to individuals
entitled to benefits, according to a fee schedule; (2) on a per capita basis, the
amount being according to the number of individuals entitled to benefits who
are on the practitioner's list; (3) on a salary basis, whole time or part time;
or (4) on a combination or modification of these bases, as the Surgeon General
may approve; according in each local area as the majority of the general medical
and family practitioners to be paid for such services shall elect" (sec. 205 (g)).
7. ["Advisory boards (and administrative boards if possible) should have
divided representation from patients (subscribers), participating professions (the
doctors), and taxpayers (the public) * * *. The bill establishes an advisory council "to consist of the Surgeon General as chairman and 16 members
to be appointed * * * from panels of names submitted by the professional
and other agencies and organizations concerned with medical benefits. The
membership of the advisory council shall include (1) medical and other professional representatives, and (2) public representatives in such proportions as
are likely to provide fair representation to the principal interested groups that
furnish and receive personal health services" (sec. 204 (a)).
8. ["All participating professions should be represented on boards that have
the power of determining limits of practice and rating classification for both
-general and specialty practice".] "Services which shall be deemed to be specialist or consultant services for the purposes of special rates of payment under
this title shall be designated by the Surgeon General * * * in accordance
with general standards previously prescribed by him after consultation with
the advisory council. In establishing such standards and in designating such
specialists or consultants the Surgeon General shall utilize as far as is consistent
with the purpose of this title standards and certifications developed by competent professional agencies" (sec. 205 (c)).
9. ["Grievance boards from each profession should determine such charges
as ethics violation, case lifting, excessive treatment, and 'exceeding qualifications'."] * * * "The Surgeon General is hereby authorized to establish
necessary and sufficient appeal bodies to hear complaints from individuals entitled to benefits under this title, from practitioners who have entered into
agreement for the provision of services as benefits under this title, provided that
with respect to any complaint or dispute involving only matters or questions
of professional practice or conduct the hearing body shall consist exclusively
of such professional persons" (sec. 207 (a)).
10. ["Reimbursement policies of private insurance need not be limited to
income of patients. Reimbursement.policies of nonprofit plans should be limited
to $3,000 maximum family annual income. Reimbursement policies of compulsory plans should be limited to a $2,500 maximum family income."]
The following two provisions of the bill are of interest to the osteopathic
profession:
"The Surgeon General shall exercise no supervision over a participating
hospital * * * nor shall any requirement for participation by a hospital or
any term or condition of agreement under this part relating to, or on behalf of,
any such hospital prescribe its administration, personnel, or operation" (sec.
206 (c)).
"The services of a specialist or consultant shall ordinarily be available only
upon the advice of the general or family practitioner or of a specialist or consultant attending the individual. The services of specialists and consultants
shall also be available when requested by an individual entitled to specialists'
and consultants' services, as benefits, and approved by a medical administrative
officer appointed by the Surgeon General" (sec. 205 (d)).
Osteopathic physicians are urged to study these comparisons and State organizations are urged to make a similar analysis to that above in connection
medical-service plans being sponsored by medical nonprofit organizationswith
in
their own State. The question the osteopathic profession must meet is: "Do
State medical nonprofit plans compare with the osteopathic fundamentals as well
as does the Federal Wagner-Murray-Dlngel bill?"
A. W. BAILEY,

Chairman, Committee on Health Insurance.
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Senator DONNELL. So the most recent official utterance of the house
of delegates was the one in 1940 which refers to the open-mindedness
which you read.
Dr. BAILEY. Open-mindedness was in 1940.

Senator DONNELL. That was the last one?
Dr. BAILEY. That was the last one; that is right.
Senator DONNELL. 1944
Dr. BAILEY. 1940 was the first one I read to you.
Senator DONNELL. I seem to have gotten confused.
was 1938 that you first read. 1940?
Dr. BAILEY. 1940; yes.

I thought it

Senator DONNELL. Which refers to compulsory insurance.'

In 1944, that was the one in which you term "open-mindedness," in
which that term was used; is that correct?
Dr. BAILEY. Yes; Chicago, in 1944, page 30 of the house minutes.
Senator DONNELL. Now, Doctor, there has been one bill passed by
Congress quite recently that I do not think you mentioned.
If you did, please correct me.
I think in fairness to your profession, it should be mentioned, and
that is Public Law 293 of the Seventy-ninth Congress, entitled "An
act to establish a Department of Medicine and Surgery in the Veterans' Administration."
Dr. BAILEY. That is correct.
Senator DONNELL. In the course of which it is prescribed thatAny person to be eligible for appointment in the Department of Medicine and
Surgery _must(a) Be a citizen of the United States.
(b) In the medical servicehold the degree of doctor of medicine or of doctor of osteopathy from a college or
university approved by the Administrator-

Dr. BAILEY. That is right.
Senator DONNELL (continuing):
have completed an internship satisfactory to the Administrator, and be licensed
to practice medicine, surgery, or osteopathy in one of the States or Territories
of the United States or in the District of Columbia.

Dr. BAILEY. I recall there is such a bill; yes.
Senator DONNELL. That bill was approved by the President January 3, 1946, and I think should be mentioned.
Dr. BAILEY. That is the bill, I take it, that provides that the'Veterans' Administrator shall approve osteopathic college graduates,
those which he would accept under this.

Senator DONNELL. Well, I am not certain of that, Doctor.

The bill,

however, is Public Law 293.
Dr BAILEY. Yes.
Senator DONNELL. And can be easily available.
Dr. BAILEY. That is right.
Senator DONNELL. And I do not think you mentioned, either, the

text of a certain amendment of the Compensation Act.
Did you mention that
Dr. BAILEY. Yes. I mentioned that inclusion.
Senator DONNELL. In 1940, the act. The amendment of 1940 ?
Dr. BAILEY. Yes.
Senator DONNELL. If that was mentioned, that is all right.
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Dr. BAILEY. Yes. We found there that we had the same difficulty

we have had in other instances, and unless that inclusion was definitely
stated, it was construed in the narrow sense rather than the literal
sense.
Senator DONNELL. Your primary point, as I understand it, that you
are making here -today, is that if this bill shall be enacted you desire
the amendment to be adopted which you have offered, and which will
clarify and make certain the fact that osteopaths are recognized in
this bill.
Dr. BAIEY. That is correct.

Senator DONNELL. That is a correct statement?
Dr. BAILEY. Yes, because congressional history has shown that that

has to be necessary.
Senator DONNELL. Doctor, you mentioned also early in your testi-

mony a statement-

There are not sufficient approved osteopathic intern-training hospitals to accom-

modate all graduates in osteopathy.
Dr. BAILEY. Yes.
Senator DONNELL. That is the fact today, is it not ?

Dr. BAILEY. That is a fact; yes.
Senator DONNELL. And that is the basis for the view that there is a

lack of adequate clinical training for osteopaths; is that correct ?

Dr. BAILEY. Well, that might follow since there are some who are

unable to obtain internships because there are not enough internships
available.

Senator DONNELL. Doctor, is there any difference between the

standards generally set up for professional education and clinical experience under the laws of the respective States with respect to osteopaths and those standards for like education and experience which are
set up for doctors of medicine ?
Dr. BAILEY. You are talking about State medical practice license?
Senator DONNELL. Yes, sir.

Dr. BAILEY. Or of specialty and general practitioner standards?
Senator DONNEL. I am talking about the requirements of the State
laws as to the professional education and clinical experience which
shall be required for osteopaths.
Dr. BAILEY. I do not believe there are many States that set up stand-

ards for clinical and hospital experience.
Most practice licenses are determined by the graduation from an

approved schools which is approved by the licensing body, and as the

result of examination and other training. I do not believe the basic
legislation-very seldom-the practice license has that in it. I may
be mistaken.
As far as practice licenses are concerned, in the States, our standards
are comparable at the present time to that of the medical profession;
yes. I come from New York State, and in New York State we meet
the same requirements as the medical profession in obtaining our
license.
Senator DONNELL. Doctor, is it not true that with respect to exam-

ination and licensure that most States require only high-school graduation as a prerequisite for admission to schools of osteopathy?
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Dr. BAILEY. No. I cannot agree with that. The standards of the
American Osteopathic Association will not allow our colleges to ac.
cept anybody with less than 2 years specified premedical subjects.
We cannot accept them, no matter if the State laws were lower than
that.
Senator DONNELL. The State laws, in the mainDr. BAIEY. Are the same.
Senator DONNELL. Are the same as your association requirements?
Dr. BAILEY. As our association requirements; that is correct.
Senator DONNELL. Are you familiar with whether or not in 1942I appreciate that is 4 years before this-but in 1942, some 17 States
did not require osteopathic students to be high-school graduates?
Dr. BAILEY. For recent graduates, you mean ?
Senator DONNELL. That is to say, in 1942, there were 17 States
which did not require.persons studying osteopathy to be high-school
graduates.
Dr. BAILEY. That might be true as far as the State law is concerned,
but it is not true in fact because all recognized colleges of osteopathy
in the United States require high school graduation and at least 2
years of professional college work. They could not matriculate in
our colleges.
Senator DONNELL. They could not.
Dr. BAILEY. Quite probably a number of State laws do not require
medical students to be high school graduates either, but the requirements of the colleges themselves, as in the case of our colleges, upset
that.
Senator DoNNELL. You recall in the provisions of this bill, at page
45, thatAny physician, dentist, or nurse legally qualified by a State to furnish any
services included as personal health service benefits under this title shall be
qualified to furnish such services as benefits under this title-

Do you recall that?
Dr. BAILEY. I am looking at it.

Senator DONNELL. I take it that that reference to the qualifications
required by the law of the State, that is what I am addressing myself
to at this moment-Dr. BAILEY. At the present time, yes.
Senator DONNELL. DO you know how many States require osteopathic candidates to have any college training?
Dr. BAILEY. Well, I do not even know how many States require
medical graduates to have college training, but I do know the standard
of education of both the AMA and our association is 2 years precollege including specific science subjects. There may be some individual colleges that require more.
Senator DNNELL. Are you familiar with a publication issued by
the United States DenArtment of Commerce in 1942, with respect to
Stnte occupational legislation?
Dr. BAUL.y. I am afraid I have not read that.
Senator DONNELL. Yes. sir.
I should like the record to show that in 1942 only 13 States required
osteopathic candidates to have any collge training. That is on page
284 of that report.
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Dr. BAILEY. But I would also, Senator, like to point out that they
cannot go to our colleges regardless of those requirements. They
cannot enter college with those lower requirements.
Senator DONNELL. The colleges themselves.
Dr. BAzEY. They would not be recognized by the college.
Senator DONNELL. I am referring to the State law.
Dr. BAImE. Evidently the Statelaws have not caught up with our
education.
We will not recognize a college that has less than 2 years premedical with specialized premedical education subjects.
Senator DONNELL. Do you know how many osteopathic hospitals
there are in the United States
Dr. BAILEY. Just short of 200.
Senator DONNELL. Short of 200 1
Dr. BAIEY. Yes, sir.
Senator'DoNNELL. Do you know approximately how many general
hospitals there are, admitting medical practitioners, in the United

States?

Do you have any information on that ?
Dr. BAILEY. I am not acquainted with the number. I have heard
discussions about the number of hospital beds.
Senator DONNELL. Of the approximately 200 osteopahtic
hospitals-Dr. BAILEY. Yes.
Senator DONNELL. Do you know how widely distributed they are
in the United States ?
Dr. BAILEY. As to sections of the country ?
Senator DONNELL. Yes, sir.
Dr. BAIEY. Or States?
Senator DONNELL. By sections.
Dr. BAILEY. They are fairly widely distributed. I do not believe
there are many throughout the South.
Senator DONNELL. Do you know if there are many in the Central
West?
Dr. BAILEY. More in the Central West than any place.
Senator DONNEL. Missouri is the State in which osteopathy
originated.
Dr. BanLY. That is right.

Senator DONNELL. There are several there.
Dr. BALEY. I think there are 20 in Missouri.
Senator DONNELL. Do you know whether or not there are any in
Illinoist
Dr. BAIEY. Oh, yes.
Senator DONNELL. You have, however, as you have indicated in
your statement, you have found that there are not sufficient approved
osteopathic intern-training hospitals to accommodate all graduates
in osteopathy.

Dr. BAILE.

That is a fact; yes, sir.

Senator DONNELL. Yes, sir.
Doctor, are you familiar with a study made by the bureau of legal

medicine and legislation of the American Medical Association,
and
reported or prepared, rather, by that bureau, under date of May 1945,
showing the examinations that were given to'osteopaths
in States
having a basic science law I
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Dr. BAILEY. Well, I am not acquainted with that.

First, I have not seen it, and second, I come from a State where
neither the medical nor the osteopathic profession believe in a basic
science law.
Senator DONNELL. I would like for the record to show that a report

prepared by the bureau of legal medicine and legislation, American
Medical Association, Chicago, May 1945, contains the following
information:
In 17 States and in the District of Columbia laws have been enacted requiring
applicants for licenses to practice the healing art in any form to demonstrate before being permitted to take their professional examinations their proficiency
in certain basic sciences by passing an examination given by a nonsectarian,
impartial board of examiners. The sciences generally considered as basic are
anatomy, physiology, chemistry, bacteriology, and pathology.
From 1927 to 1944, inclusive, 1,438 osteopaths undertook to pass basic science
examinations in the jurisdictions in which the requirement has been established.
Fifty-seven percent, or a total of 819, passed. During this same period 19,921
students or graduates of medical schools were examined, and 87 percent, or a
total of 17,403, passed
The figures that follow indicate the record made by osteopaths in each State
having a basic science law.

state

Years for
which
flues
figures
given

State

Arizona.----.-----.----------------------------

---.---.------.---------------Arkansas...-------.----------.
.----------...----------...
Colorado...
Connecticut --..---- ..--- . ......-------------.------District of Columbia---...---------------------..---- -----.. ----------------Florida ----.........---Iowa ..-----......

..............----

-------------..

.......................---------------------------Michigan..-------......
.----...-----------------------Minnesota--.....-Nebraska

-........---.......--

.....----------..------

New Mexico....--.....---....--..------------------------------Oklahoma ....------------............
..........-------...-...----------..----Oregon
-------------.
Rhode Island....--....--------.---.....
South Dakota--------.......---.--------------------Washington----------....--..----------------------..............----------------------------Wisconsin..-Total.---.--------....-----------.-------

Number'of
Nmbeof
os
5s
examined

1934-44

8

Number
failed

Number
passed

1

7

4
17
27
3
20

1929-44
1937-44
1927-44
1929-44
1939-44

23
35
118
6
60

19
18
91
3
40

1935-44

503

212

62
217

291

1937-44
1927-44
1927-44

32

10

22

1941-44
1937-44
1934-44
1940-44
1939-44
1927-44
1927-44

9
9
42
5
8
156
150

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

1,438

19
99

43
118

9 ...---....1
22
5 ------..........
2
69
114
819

8
20
1
87
36

629

You are quite welcome to see this, Doctor.
Dr. BAILEY. I have heard of it.
Senator DONNELL. The total, as shown, is 1,438 osteopaths examin-

ed; 819 passed and 619 failed.
Dr. BAILEY. I have heard of that. The figures can hardly be treated
as authentic because it is the general policy of basic science boards
that the school of graduation by the basic science applicant is not
divulged. A few of the States included in the AMA report have
specific laws to that effect.
I would like the opportunity to insert in the record a sample of
our record in passing the general medical examination.
Senator DONNELL. Doctor, if there is any statistical or other in-

formation you would like to furnish for the record, we would be glad
for you to do it.
Dr. BAILEY. That is right.
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Senator DONNELL. It will be perfectly permissible for you to mail

it in and it will be ordered now to be incorporated.
Dr. BAILEY. I wpuld like to submit a record.
Senator DONNELL. Doctor, I notice one statement that I wanted to

ask you about.
I am not sure whether you meant it as it reads literally.
You state:
General practitioners, whether doctors in osteopathy or doctors of medicine,
as a rule, refer their major surgical cases to doctors of osteopathy or doctors
of medicine who specialize in surgery.

Maybe I misread it myself as I read it over.
Dr. BAILEY. Yes, sir?
Senator DONNELL. What I would like to get at is, Do you have any

information as to the proportion of major surgical cases which are
referred by doctors of medicine to doctors of osteopathy
Dr. BAILEY. Major surgical cases?
Senator DONNELL. Yes, sir.
Dr. BAILEY. I have never seen such a statement.

Senator DONNELL. The doctors of medicine ordinarily refer major
surgical cases to doctors of medicine who specialize in surgery, do
they not?
Dr. BAILEY. I suppose most every profession patronizes its owii profession first.

Senator DONNELL. Likewise, that is true of doctors of osteopathy
Dr. BAILEY. That is right.

But perhaps that physician might be in a State where major surgery was not allowed, and in order to protect his interest he would
be foolish not to transfer it to a doctor of medicine.
Senator DONNELL. Yes, sir.
I note also that the Children's Bureau has declined to include osteopathic representation on the National Advisory Committee on Maternal and Child Health?
Dr. BAILEY. That is correct.

Senator DONNELL. IS that still the position taken by the Children's

Bureau ?

Dr. BAILEY. It is still that no osteopathic representative is appointed
on that Advisory Committee.
Senator DONNELL. Do you know what was the basis assigned by the
Children's Bureau for the declination to include them on the
committee?

Dr. BAILEY. I know of no basis other than they do not care to
appoint one.
Senator DONNELL. Has there been a request made of that Bureau
by representatives of osteopaths?
Dr. BAILEY. To all advisory councils we always submit a recommendation.
Senator DONNELL. And thus far, the Children's Bureau has not
included any osteopathic representation on the National Advisory
Committee on Maternal and Child Health?
Dr. BAILEY. That is right.
Senator DONNELL. Yes, sir.

Now, Doctor, is there anything further you would like to add
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If there is, the oportunity is afforded at this time.
Dr. BAILEY. Well, I do not think of anything particularly.
At the same time as being representative of my association, I am
connected with the labor department in New York State, and as
industrial counsel of the labor department, I will say, as far as compensation work is concerned, New York State has State panels of
medical practitioners and the industrial commissioner of the State
divides medical practice up into medical practitioners and specialties.
Ithink there are 40 of the specialties.
As the result of that division, those who practice under compensation law can only practice under specialty ratings granted by the
labor department to them, and that has worked satisfactorily in
New York State, and I think both the medical profession and other
doctors feel that that has improved medical care.
It is a fact that a panel was established.
And that panel is appointed by the head of the workmen's compensation--chairman of the workmen's compensation board-on recommendation of the various county or other specialty societies in the
State, and we feel in New York State, in the labor department, that
that has been very successful
In addition, the panel system, as far as compensation cases are
concerned, has improved medical care.
Senator DONNELL. I notice in the 10 points which you have sub-

mitted as being fundamentals, the health-insurance plan adopted by
the American Osteopathic AssociationDr. BAILEY. That is right.
Senator DONNELu. Is No. 4, which reads:
Patient should have a "free choice" of his own doctor (subject to acceptance
of such case by the doctor) and of his own hospital (if there is available

space).

Dr. BAILEY. That is right.

Senator DONNELL. The association believes in this principle of free

choice of a doctor subject to acceptance of the case by the doctor ?
Dr. BAILEY. That is right, and subject to State law.

Senator DONNELL. And subject to State law.
Dr. BAILEY. That is right.
Senator DONNELL. Is there anything further, Doctor, you have to
offer?

Dr. BAILEY. I have no further statement.
Senator DONNELL. We are very much obligated to you, Doctor,
for coming and giving us the benefit of your information and your
views.

The committee will stand in recess until Thursday, June 20, at 10
o'clock in the morning, at which time we will resume in this same
room, if it is available.
(Subsequently the following letter and material were submitted for
the record:)
WAsBHUOTON 5, D. C.,

Hon. JAMES E. MURRAY,

July 16, 1946.

Chairman, Senate Committee on Education and Labor,
Washington, D. C.
DEAR SENATOR MURRAY: On June 18, during a colloquy between Senator Donnell
and Dr. A. W. Bailey, osteopathic witness testifying on S. 1606 before your committee, when a comparison of State law requirements for doctors of osteopathy
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and doctors of medicine was under discussion, Senator Donnell referred to a
United States Department of Commerce publication of 1942 entitled "State Occupational Legislation," as showing that, in the words of Senator Donnell, "in 1942
there were 17 States which did not require persons studying osteopathy to be
high-school graduates."
Apparently the Senator misread the publication referred to. The publication
shows that in 1942 there were 17 States having statutes requiring high-school
graduation by doctors of osteopathy. That would mean that 31 State laws did
not require doctors of osteopathy to be high-school graduates.
Senator Donnell omitted to state, however, that the same publication shows
that in 1942 only 15 State laws required doctors of medicine to be high-school
graduates. That means that in 1942, 33 State laws did not require doctors of
medicine to be high-school graduates.
Continuing the reference to the publication, Senator Donnell said: "I should
like the record to show that in 1942 only 13 States required osteopathic candidates to have any college training. That is page 284 of the report." The Senator
was referring to preprofessional college work as distinguished from professional
college work.
The Senator omitted to state, however, that page 325 of that same publication
shows that in 1942 but 20 State laws required medical candidates to have any
preprofessional college training.
Actually the entire reference to State law educational requirements is misleading, because in 1942, as now, college standards require that no student may
enter either an osteopathic or a medical college who has not previously graduated
from high school and had at least 2 years preprofessional college work.
In view of the facts above set forth, it is respectfully requested that this letter
be inserted in the hearings immediately following the testimony of Dr. Bailey.
Very truly yours,
L. L. GOUBRLEY
Legal Couneel, American Osteopathic Association.

Osteopathic physicians and surgeons are serving as school and town physicians,
as city and county health officers, as physician members of indutrial commissions, and on State boards of health. Such positions witness the caliber of osteopathic training. Certainly there is no better way of estimating a college than
by appraising its product.
In a number of States the graduates of osteopathic colleges are taking and
passing the same State examinations along with graduates of class A medical
schools. The comparative ability of osteopathic graduates before such boards
is evidenced by an official report of the secretary of the New Jersey State Board
of Medical Examiners reporting on the written medical examination held at
Trenton in October 1939, which was published in the Journal of the American
Medical Association on April 6, 1940, page 1402. I ask that a copy be included
in my remarks. One hundred and fifty-five candidates took the examination, of
whom 115 -were medical graduates and 40 were osteopathic graduates. Twentysix, or in excess of 22 percent, of the medical graduates failed, whereas 6, or 15
percent, of the osteopathic applicants failed. It is also interesting to ovserve
that the highest grades were made by osteopathic applicants. The license granted was a license to practice medicine and surgery in all its branches.
[From the Journal, American Medical Association
and Liceneure]

April 6, 1940, p. 1402, Examination

NEW JERSEY OCTOBma EXAMINATION

Dr. Earl S. Hallinger, secretary, New Jersey State Board of Medical Examiners, reports the written examination held at Trenton, Oclber 17-18, 1939. The
examination covered 9 subjects and included 90 questions. An average of 75
Percent was required to pass. One hundred and fifty-five candidates were examined, 123 of whom passed and 32 failed. The following schools were represented:
School, passed, year graduated, and percent
Yale University School of Medicine (1938), 78.4.
George Washington University School of Medicine (1937), 75.5.
Georgetown University School of Medicine (1988) 77.5, 79.3, 79.8, 82.4, 86.1.
8507-46-pt. 4----28
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Loyola University School of Medicine (1938), 83.2 (1939), 82.7.
Rush Medical College (1937), 82.3 (1938), 80.6, 87.4.
University of Illinois College of Medicine (1937), 88.
Louisiana State University Medical Center (1939), 80.2.
University of Maryland School of Medicine and College of Physicians and Surgeons (1938), 76.
Boston University of Medicine, (1924) 77.6.
Harvard Medical School, (1935) 83; (1936) 84.4.
University of Michigan Medical School, (1936) 89.6.
University of Minnesota Medical School, (1938) 89.2; (1939) 83.2.'
St. Louis University School of Medicine, (1938) 77.
Cornell University Medical College, (1935) 83.1.
Long Island College of Medicine, (1938) 77.8, 79, 85.5.
New York University of Medicine, (1938) 83.3.
Hahnemann Medical College and Hospital of Philadelphia, (1938) 76, 79, 79.1,
80.1, 80.5, 81.3, 86.4, 86.6.

Jefferson Medical College of Philadelphia, (1937), 81.3, 85.3; (1938) 80.6, 81.5.
Temple University School of Philadelphia, (1937) 76.6; (1938) 78.8.
University of Pennsylvania School of Medicine, (1936) 85.6; (1937) 80.3, 88.6;
(1932) 76.5.
Woman's Medical College of Pennsylvania, (1938) 78.5.
Marquette University School of Medicine, (1940) 75.6.2
Medizinische Fakultat der Universitat Wien, (1936) 75.4, (1918) 75.1, (1921) 75.4,
(1926) 76.4, (1929) 76.4, (1930) 76.8, (1933) 75, 77.14, 78.3, (1937) 80.8.
Universite Libre de Bruxelles Faculte de Medecine, (1938) 79.7.
Albert-Ludwige-Universitat Medicinische Fakultat, Freiburg (1926) 78.
Friedrich-Alexanders-Universitat Medizinische Fakultat, Erlangen (1921) 76.8.
Friedrich-Wtlhelms-Universitat Medizinische Fakultat, Berlin (1908) 77.1, (1930)
83.4.

Ludwig-Maximilians-Universitat Medizinische Fakultat, Muinchen, (1937) 77.7.
Schlesiscne-Friedrich-Wilhelm-Universitat Medizinische Fakultat, Breslau, (1911)
75.7, (1921) 81.5.
Universitat Leipzig Medizinische Fakultat, (1914) 77.6, (1924) 75.3.
Werei nigten-Friedrichs-U n iversitat Medizinische Fakultat, Halle-Wittenberg,
(1900) 77.4, (1919) 83.6.
Magyar Kiralyi Erzsebet Tudomanyegyetem Orvostudomanyi, Pecs (1936) 76.5.
Magyar Kiralyi Pazmany Petrus Tudomanyegyetem Orvosi Faktiltasa, Budapest,
(1924) 77.2, (1928) 75.
Regia Universita di Napoli Facolta di Medicine e Chirurgia, (1936) 78.
Regia Universita delgi Studi di Bologna, Facolta di Medicina e Chirurgia, (1936)
77.5.

Regia Universita degli Studi di Padova, Facolta di Medicina e Chirurgia, (1937)
82.8.
Regia Universita degli Studi di Roma, Facolta di Medicina e Chirurgia, (1936)
80, (1937) 75.8, 76.5, 80.3.
Universitatea Regele Ferdinand L-iu din Cluj Facultatea de Medicina si Farmacie,
(1923) 76.7.
Licentiate of the Royal College of Physicians, of the Royal College of Surgeons
of Edinburgh and of the Royal Faculty of Physicians and Surgeons of Glasgow,
(1938) 79.4, 81.3, 83.1, 83.4.

Universitat Zurich Medizinische Fakultat, (1937) 77, (1938) 78.3.
Universite de Geneve Faculte de Medecine, (1937) 80.4.
Universite de Lausanne Faculte de Medecine, (1935) 79.8.
Osteopaths-75, 75, 75, 75.5, 76, 77.5, 77.5, 77.5, 78, 78, 78.5, 78.5, 78.5, 80, 80,
80, 80.5, 81, 83, 83, 83.5, 84.5, 85.5, 85.5, 86, 86.5, 86.5, 87, 87, 87.5, 87.5, 89.5
91, 92.
tool,

failed, year graduated,and percent

Georgetown University School of Medicine, (1938) 68.
Temple University School of Medicine, (1938) 71.7.
Karl-Franzens-Universitat Medizinische Fakultat, Graz, (1920) 70.2.
Medizinische Fakultat der Universitat Wien, (1913) 66.4, (1916) 63.7, (1922)
65.3, (1924) 52.3, 71.5, (1925) 69.6, (1934) 63.4.
1 License has not been issued.
s This applicant completed the medical course in 1938 and received his M. D. degree
January 2, 1940.
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Albertus-Universitat Medizinische Fakultat, Konigsberg, (1925) 71.1.
Friedrich-Wilhelms-Universitat Medizinische Fakultat, Berlin, (1911) 69.6,
(1927) 65.7.
'ulius-Maximilians-Universitat Medizinische'Fakultat, Wurzburg, (1910) 71.2.
Medizinische Fakultat, Breslau,
Schlesische-Friedrich-Wilhelms-Universitat
63.1.
(1926)
Universitat Leipzig Medizinische Fakultat, (1933) 72.2
Magyar Kiralyi Erasebet Tudomanyegyetem Orovstudomanyi, Pecs, (1930) 50.8.
Magyar Kiralyi Pazmany Petrus Tudomanyegyetem Ovrosi Fadultasa, Budapest,
(1918) 34.6.
Regia Universita di Napoli Facolta di Medicinia e Chirurgia, (1932) 65.3.
Regia Universita degi Studi di Bologna. Facolta di Medicine e Chirurgia, (1937)
70.1.
Regia Universita degli Studi di Messina. Facolta di Medicina e Chirurgia, (1937)
56.2.
Regia Universita degli Studi di Padova. Facolta di Medicina e Chirurgia, (1935)
68.7.
Regia Universita degli Studi di Palermo. Facolta di Medicina e Chirurgia, (1920)
46.1.
Regia Universita degli Studi di Roma. Facolta di Medicina e Chirurgia, (1937)
62.4, 69.8.
Regio Universita degli Studi di Siena. Facolta di Medicina e Chirurgia, (1937)
65.
Osteopaths, 57, 66.5, 68, 68, 69, 70.5.

(Whereupon, at 12: 15 p. m., June 18, 1946, the committee adjourned
until Thursday, June 20, at 10 a. m.)
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THURSDAY, JUNE 20, 1946

UNITED STATES SENATE,
CoxmnMTEE ON EDUCATION AND LABOR,

Wa8hington, D. C.
The committee met at 10 a. m., pursuant to adjournment, Hon. James
E. Muriay (chairman) presiding.
Present: Senators Murray and Donnell.
The CHAIRMAN. Gentlemen, the hearing will come to order. The
first witness this morning is Mr. Andrew T. Court.
Is Mr. Court here
You may state your full name for the record and the name of the
organization you represent, Mr. Court.
STATEMENT OF ANDREW T. COURT, LABOR ECONOMICS SECTION,
GENERAL MOTORS CORP., REPRESENTING THE CHAMBER OF

COMMERCE OF THE UNITED STATES
Mr. COUrT. My name is Andrew T. Court. I am with General
Motors in Detroit where my job as a labor economist has brought me
into contact with the problem of the health of the workers and others
and I am here representing the Chamber of Commerce of the United
States.
Businessmen and the American people generally are in favor of anything which will improve the health of the Nation.
However, medical care is only one small element in health. Emphasis needs especially to be put on prevention, sanitation, better housing,
better roads, better nutrition understanding and practices. Governments, private groups, and individuals can contribute to this end.
Whether any useful contribution can be made, or net balance, by compulsory health insurance is open to question.
The issues involved in health insurance are highly complex and include both personal and economic relations of millions of persons,
such as the relationship of patient to doctor, of employer to employee,
and of citizens to government. These problems cannot possible be
solved on any equitable basis without the collaboration of all of these
groups. This would seem to apply especially to the medical profession, who must have a very important part in the formulation of any
program of insuring the health of the Nation.
VOLUNTARY PROGRAMS

Substantial progress has already been made as a result of voluntary
action and many today are convinced that we should continue to rely
on voluntary efforts.

For instance, the Blue Cross plans now cover
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more than 21,000,000 persons and these voluntary plans are being
extended to cover medical, as well as hospital costs. In addition, there
are group hospital and surgical insurance plans, group accident and
sickness benefit plans, as well as mutual benefit associations and two
compulsory State cash sickness benefit programs. Many individuals
carry their own health insurance.
Regardless of any plan or procedure selected, a health insurance
plan, to be successful, must have flexibility in meeting changing conditions. Such flexibility is only possible if a substantial degree of local
responsibility is utilized. Decentralization is of the utmost importance to adapt the program to the particular conditions which may be
present. Voluntary plans provide conclusive evidence that, should it
ever develop that some governmental action might be appropriate in
any area of health insurance, it should be in the nature of an experiment at the State or local level rather than a compulsory national
uniform plan.
THE CHAMBER'S POLICY

With this in mind, the Chamber of Commerce developed the following propositions as constituting its basic policy with respect to
health insurance programs:
1. Employers who have not done so should explore the possibility
of providing for their employees some protection against nonindustrial
or nonoccupational disabilities and sickness.
2. If, after a reasonable period of time, the private effort of employers to provide protection against nonindustrial and nonoccupational disabilities and sickness still leaves substantial gaps in coverage,
only then should public action be contemplated.
3. If such public action is taken as indicated in (2), this should
be at the State and local levels of Government rather than at the
Federal level.
4. If such legislation as indicated in (2) above is passed, this should
permit voluntary group plans to operate as alternatives to Government plans.
5. Voluntary group effort to provide more adequate medical services
for all the people is urged.
And finally:
6. There should be avoidance of a system of socialized medicine,
under which all the medical personnel become Government employees
and the free choice of doctor by the patient and of patient by the
doctor is impaired.THE HAZARD OF COMPULSION

You have before your committee, at the present time, proposals for
compulsory prepaid medical care contained in the Wagner-Murray
bill, Senate 1606, which, it is said, will improve the health situation
of our country today.
Many serious students of these problems have doubts with respect
to this point. For example, Dr. Nathan Sinai of the School of Public
Health, University of Michigan, who is a proponent of health insurance, as a matter of fact, has stated in his volume "The Way to Health
Insurance," as follows:
Contrary to all predictions, the most startling fact about the vital statistics
of insurance countries' is the steady and fairly rapid rate of increase in the
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number of days thp average person is -sick annually and the continuously,
increasing duration of such sickness. Various studies in the United States show
that the average reported sickness per individual is from 7 to 9 days per year.
It is nearly twice that amount among the insured population of Great Britain
and Germany and has practically doubled in both countries since the installation
of insurance.

Dr. Sinai observes that it-seems to be a safe conclusion that insurance has certainly not reduced the'amount
of sickness.

It is certain that many controls would be necessary, both as to the
manner in which the medical professions could practice their pro-

fession, and also as to the conditions under which eligible persons
could avail themselves of medical services. These controls, we feel,
would result in many unforeseen changes in the present method of
practicing medicine.
It is extremely doubtful whether most members of the medical
profession will willingly participate in a plan such as the one outlined in the Wagner-Murray bill. We feel that the sort of cooperation that is necessary cannot be achieved by compulsory legislation.
If there is a reasonable basis for cooperation, obviously the best way
to attain it is by a full and frank exploration of the readjustments
necessary to the present system of medical care.
Even if all of the medical professions would cooperate wholeheartedly with the compulsion inherent in this legislation, there are
just not enough in number in this.country today to give the medical
care which would be demanded by the public as a right which is
conferred on them through the passage of this legislation. If the
purposes of this bill are to be carried out, there must be more doctors, nurses, dentists, and hospitals. Unless the prospective doctor,
nurse, or dentist has smine idea of what is in store for them, their

initiative to enter the profession may be retarded. If such retardation may be assumed as a logical promise it would seem that this
legislation would deter the assurance of the necessary number in
the medical professions entering the field. It may be questioned
whether or not this bill makes these provisions attractive to the
young people from whom future doctors, dentists, and nurses must

be recruited.

Any insurance program is based fundamentally upon a plan for

sharing risks. It is not a device for shifting burdens from a group
who need benefits and cannot afford to pay for them to another
group who can better afford to pay the costs of those benefits; therefore, insurance is not the proper medium for financing the costs of

medical attention for the indigent. Further, insurance is not usually used to finance the small, easily anticipated expenses which
create no economic hardship to the individual incurring them.
It must be realized that health services are costly. There is no
easy way to pay the health bill of the American people if a reasonable
standard of care is maintained. The complexities of producing and
merchandising medical care and maintaining standards do not lend
themselves readily to known techniques.
Substantially the entire population of this country, including both
employees and their dependents would, under the terms of this bill,
be entitled to medical, dental, nursing, laboratory, and hospitalization benefits, subject to certain limitations. The cost of these benefits
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would, presumably, be met by a pay-roll tax upon both employers
and employees.
Responsibility for administration of this plan would be placed in
the hands of the Surgeon General, under the supervision and direction of the Federal Security Administrator. Provision is made for
the establishment of an Advisory Council, appointed by the Surgeon
General with the approval of the Federal Security Administrator.
As its title indicates, the powers of this Council would be purely
advisory.
The bill contains little specific detail as to administrative rules.
Responsibility for accompanying broad authority would be vested
in the Surgeon General to carry out the purposes of the bill in accordance with certain broad policies outlined in it.
Because of the generality of these policies and the wide range of
discretion given to these officials, it is not possible to conclude from
the bill alone what changes in the present system of medicine probably would result if the proposal became law. It is, however, certain
that a national health program such as proposed would cost a great
deal of money. It is suggested that this cost would not be materially
greater than the price now being paid by the American people for
health care. Whether or not this is true, the Surgeon General would
have to keep the cost of the program-within the limitations imposed
by the revenues available.
If abuses developed, abuses which cost money and threatened the
solvency of the program, the Surgeon General would be forced to
take steps to cure the abuses by regulations limiting the conditions
under which individuals could obtain medical service. Whether he
restricted or prohibited certain medical practices, or whether he seeks
to limit the financial effect of abuses by changing the basis of compensation of physicians and dentists, these regulations can, and probably would, fundamentally alter many features of the present system
of medicine and medical economics.
The avowed purpose of the bill is to give everyone ready access
to good medical care. The Surgeon General must, therefore obtain
the participation and the cooperation of the medical professions.
Without that participation and cooperation, including that of the
more competent members of these professions, the plan would be an
empty gesture.
The violent reaction of the organizations representing the major
portion of the medical professions would indicate that such cooperation cannot be achieved at this time. Nor does it seerq likely that their
cooperation can be obtained in the future if there is a continuation of
the lack of candor which has so far characterized the proponents of
this type of legislation.
What would be the result, then, if the Surgeon General must permit
the doctors of each local area to choose a method of compensation
which experts in the field agree will not work, and it appears tjat a
majority of doctors will choose that method
One of the first steps might be to reduce the rate of payment for
each unit of service so as to bring the over-all cost of services within
the available funds. To reduce the pay of conscientious and competent physicians because of abuses by patients and by a small minority
of less conscientious physicians would be intolerable. The conscientious doctor, if he is to receive the compensation to which he is entitled,
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would be forced to make unnecessary visits and adopt many other

undesirable practices followed by those few physicians who may have
abused the system.
Most of the data, studies, and indeed the testimony before the
committee are based on prewar costs. For this reason we should
like to caution against the acceptance of these figures as relevant to
current costs and necessary outlays under the proposals of this bill
in the postwar period.
The next step might well be the abandonment of the fee-for-service
method as a basis of payment to the general practitioner. The alternative bases of compensation contemplated by the bill are payment to the general practitioner of a stipulated amount each year
for each of his patients, the so-called capitation basis, or payment
for the physician's services on a salary basis. These are, by and
large, methods untried in this country in the field of general medical
care. What effect they would have on the quality of medical care,
its cost, and the attractiveness of the field of medicine to the present
and the potential future doctors, dentists, and nurses is unknown.
It might be observed, however, that the capitation method, under
which the physician is paid the same amount each year regardless
of the work he performs, opens at least two avenues for substantial
abuses. In the first place, it would be to the advantage of the individual physician to avoid taking patients who are likely to require
a substantial amount of medical care.

There are many ways in

which the physician could select his patients for this purpose, and
apparently he would be free to do so, since the bill would permit
the physician to reject individual patients.
In the second place, the general practitioner would find himself
able to handle more patients, and hence to increase his income, if he
made a habit of referring patients to specialists as soon as minor
complications arose. This, of course, would further increase the
cost of the program. Other serious abuses are possible. Whether
these abuses would become realties, or would prove to be purely
imaginary, can more properly be determined by experimentation
with voluntary plans rather than by adoption of a Nation-wide compulsory plan.
What would be the result if a salary basis of compensating physicians were substituted for our present fee-for-service basis ? Would
professional standards be higher or lower than at present? Would
the net change in the picture, including the introduction of political
and bureaucratic forces, make the medical professions more or less
attractive to qualified potential entrants into these professions?
The recent disclosures concerning the medical care provided through
the Veterans' Administration is certainly disquieting in this connection. Certainly a careful examination of the character and quality
of the services which are now being supplied by physicians employed
on a salaried basis by political agencies before further steps are taken,
including an investigation of the reasons for any shortcomings in the
quality of that service, should be made before seriously considering
adopting a national system which may force this as a general basis
of compensation of physicians.
One of the main objectives of those who propose compulsory health
insurance is to obtain greater emphasis on preventive medical care.
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The Wagner-Murray bill recognizes, however, that sheer lack of
available personnel, coupled with possible lack of funds, will limit
that emphasis, and that abuses may arise which will necessitate barriers to such care. If available personnel is limited, is it not possible
that the abuses which will develop will divert the time and talents of
that personnel to such an extent that less rather than more emphasis
will be put on preventive care?
VOLUNTARY

INSURANCE SHOULD BE EXPENDED

In conclusion, it cannot be overemphasized that the Chamber of
Commerce of the United States of America favors those things which
will improve the health of the Nation. The chamber does not feel,
however, that the people of this country have yet decided, as a matter
of public policy, that control of the distribution of medical care is a
governmental problem. There has been evidenced a demand for voluntary plans of insurance against the cost of medical care. So long as
this condition prevails, the voluntary organizations will strive to furnish such insurance in the broadest form which can be sold and admin-

istered. Experimentation is necessary. Mistakes may be made but, in
the process, the limitations which exist with respect to the ability to
furnish insurance against medical expenses will be discovered and a
sound, workable program should evolve.
The CHAIRMAN. Mr. Court, I take it you are not a physician?
Mr. COURT. No; I am not.
The CHAIRMAN. You are an economist?
Mr. COURT. Yes, I am.

The CHAIRMAN. Your whole training has been as an economist?
Mr. COURT. Largely, yes.

The CHAIRMAN. And you are now with General Motors?
Mr. COURT. I am with General Motors and work with our medical

director on the interpretation and analysis of data reflecting the
health of our employees.
The CHAIRMAN. Did you make this study at the direction of the

General Motors Corp.?
Mr. CoURT. I am sorry, I did not understand you.
The CHAIRMAN. Did you make this study of the problem of health

insurance at the direction of General Motors ?
Mr. COURT. This statement I read was prepared by the committee

on social security of the Chamber of Commerce of the United States,
you see, and I worked with them and am familiar and in agreement
with their findings.
The CHAIRMAN.. I see.

Mr. CouRT. Of course, General Motors, itself, is not directly concerned with this legislation except insofar as we would like to make
available the results of our research and findings for the purpose of
the Congress in arriving at a sound decision.
The CHAIRMAN. But this statement you are presenting this morn-

ing is really a statement by the Chamber of Commerce?
Mr. COURT. That is right. It is not a statement by General Motors.
The CHAIRMAN. How was it prepared? Who cooperated with
you or aided you in the preparation of this report ? Did you prepare
it yourself at their direction, or did they collaborate with you, somebody else in the Chamber of Commerce?
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Mr. COURT. We collaborated on the thing, and it is based on the

recommendations of the committee that I mentioned before, of the
chamber.
The CHAPMAN. I see.

In your statement, you say here:
Whatever.the justification for their attitude, the violent reaction of the organizations representing the major portion of the medical professions would indicate
that such cooperation cannot be achieved at this time.

That is the cooperation of the medical profession with the Govern'-

ment in providing health insurance such as is contemplated by this
bill?
Mr. COURT. Yes.
The CHAIRMAN. How do you come to that conclusion, Mr. Court
Mr. CounT. Well, the American Medical Association is the largest

association in the profession, and I am familiar and acquainted with
their officers, and I also have a good deal of contact with local physicians' groups. That is, we try to cooperate in our plans with our
medical program with local medical societies, and we have occasion
to go out and talk with them very frequently, and my contacts indicate
quite strongly that by and large physicians do not welcome the proposal.
Now, I have not made a survey, although the Wayne County
Medical Society made a survey of all the physicians in Representative
Dingell's district, I believe, concerning their reaction to the predecessor bill, directed toward this same objective, some 2 years ago,
and the return there indicated that those physicians, taken as a single
group, did not approve of the way in which the bill was formulated
at that time.
The CHAIRMAN. But you do recognize, do you not, that there are
some groups in the medical fraternity of this country that are sympathetic toward this kind of legislation ?
Mr. CouRT. Yes, sir. I am acquainted with several persons, physi-.

cians, that are sympathetic, and I think the glory of our democracy
is the fact that there is divergence of opinion and we are allowed to
continue to exist side by side and debate our differences.
The CHAIRMAN. And some of these men in the medical profession
that take this stand are men of high reputation and integrity and
honesty?
Mr. CouRT. Oh, yes. I think that could be said with respect to

persons on both sides of almost any national issue. There are people
of high integrity and honesty on both sides.
The CHAIRMAN. And it is only by very serious and honest discussion

and an analysis of these problems that we finally come'to a conclusion ?.
Mr. Couwr. Certainly.
I would like to perhaps make my point clear there.
There are physicians that feel both ways about it. I do think,
though the great majority of the physicians in this country now do
not welcome this change, in terms of any program as brought out
which involves necessarily almost all of the population and therefore
the great majority of the physicians. The enthusiastic cooperation of
a large number of physicians is necessary to the success of the program.
The CKanAuN. Yes.
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Mr. CouRT. And therefore I am sure, and I mention this fact as
strictly an appraisal of the attitude of a great number of the profession, perhaps you have a selling job to do on the medical profession.
The CHAIRMAN. Of course, if legislation of this character were
finally enacted, there would be, of course, an attempt on the part of
the medical profession to cooperate with the Government in trying to
put it into effect, would there not?
Mr. COURT. Well, that is a hypothetical question.

I assume that

they will. As far as I am concerned, I go along with what the Government does.
The CHAIRMAN. You would expect that that would be the attitude of
the medical profession?
Mr. COURT. That is a forecast of somebody else's action that in general I do not know.
The CHAIRMAN. You do not think that they would engage in a sit-

down strike against the Government of the United States and against
the American people, do you
Mr. COURT. I do not like to make forecasts of other people's actions.
The CHAIRMAN. I see.

Mr. COURT. As far as I am concerned, and as far as General Motors

is concerned, we expect to cooperate with the Government and the law.
The CHAIRMAN. But you would not like to answer for the physicians? ,
Mr. COURT. Let me make a point here, Senator.

It is not quite as open and shut as that.
It is, in my opinion, a very-oh, an intimate and intangible relationship between the doctor and his patient and the doctor's attitude
with respect to his profession, and it is not a mechanical thing like
sweeping the street or painting a house, and even though a doctor may
be willing to openly go along witH a certain situation because it is
economically necessary or there are laws that force him to do it, or
jt is necessary for his own survival, I do believe that he is not likely to
give as high quality service if he is not enthusiastic about the thing,
as if he is enthusiastic. I do not think it is really a question of whether
or not people would go along with the law.
We all have to obey the law. It is a question of whether or not
legislation of this character would encourage a high level of morale
and feeling of interest and desire to go along and cooperate to the fullest degree. It is an intangible, and that is very important in that relationship, in my opinion.
The CHAIRMAN. Of course, there are a group of physicians that
have been organized. in the country who have declared that if the law
were put into effect, that they would engage in a sit-down strike.
Mr. COURT. Has there been I did not know that.
The CHAIRMAN. Yes.

Mr. CouRT. WellThe CHAIRMAN. But you think generally that you would expect the

medical profession to conform, and that the medical profession
would?

Mr. COURT. You speak of conforming. Does this law demand that

the medical profession do anything?
As I understand the intent of the law, each doctor could determine
whether he wanted to come under the law or not. He could remain in
private practice.

NATIONAL HEAI/TH PROGRAM

The CHAIRMAN. Yes.

2345

But I am talking now abodt whether or not

they would honestly, if they did undertake to join the panels, those
that would be set up, that they would honestly carry out their
professional duties.
Mr. CouRT. Well, again, I was just concerned about the word "conforming" because I did not understand that there was any compulsion
that any doctor had to conform.

The CUHIRMAN. That is right, but if they did join, then they would
be honest about it?
Mr. COURT. Certainly, I assume so; I have no reason to think
otherwise.
The CHAIRMAN. And this small group that talks about engaging in a

sit-down strike would probably change their minds after the law were
enacted and would attempt to make it effective ?
Mr. Courr. I am out of my field, but the doctors with whom I have
talked, the majority of them have felt that this bill would not contribute to better medical care.
I feel very strongly that they feel it as a moral principle, and that
as far as they were concerned, they would not participate in the plan
if they were not forced to. That is, they would remain in private practice. Again, I am unable to generalize about the vast majority of
physicians.
The CHAMAN. Of course, the large sections of the medicalprofession were opposed to even voluntary systems a few years back, were
they not ?
Mr. COURT. The situation was somewhat mixed. Some were, yes.
The CHAIRMAN. It is true, is it not, that they were opposed to
voluntary systems?
Mr. COURT. I do not believe there are any statistics to prove the
majority were opposed to voluntary systems.
The CHAIRMAN. I am not asking if the majority were, but I said
the medical profession, in various sections of the country, did oppose
voluntary systems.
Mr. COURT. Yes. There have always been wide divergencies of
opinion within that profession, as there have been within the Senate,
or anywhere else.
The

CHAIRMAN.

Now, you think that they would embrace the vol-

untary system of meeting this problem and that through the voluntary system, the problem could be cured, could be met?
MEDICAL CARE IS NOT A SERIOUS PROBLEM

Mr. COURT. Well, in the first place, I am not at all sure, as I indicated in the first paragraph, that at least as far as people in the urban
Northeast are concerned, and the reason I make that qualification is
that my direct experience with General Motors employees is pretty

much confined to the urban Northeast; our plants are located in the
northeastern part of the country, I am not sure that in that group
of persons there is a great problem to be met in the way of medical
care.

I believe that there are no serious economic bars to impair health
by limiting the amount of medical care available to these persons, so as
far as the group with whom I am familiar is concerned. I am unwilling to accept the premise that there is a serious health problem
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resulting from inadequate medical care due to lack of economic
resources.

The CHAIRMAN. You do not think there is a need for an effort on

the part of the Government to meet the problem of providing adequate
medical care for a great section of our people?
Mr. ComUr. With respect to this group that I have defined, the urban residents of the urban Northeast, with whom we are familiar, who
are employed, there is not the need, and I think I have quite strong
evidence to that effect, if you would care to see it.
The CHAIRMAN. You have not made any study of the Nation as a

whole?

I have used the Government's figures, but the data are
much more adequate on the cities.
The CHAIRMAN. I will not trouble you to go into that, but do you
think, yourself, that voluntary systems can be made to meet this problem of providing adequate medical care for the people of the country ?
Mr.

COURT.

Mr. COURT. I think they are moving very rapidly toward meeting

the problem. I think they are providing many valuable experimental
evidences that will be of great use in the development of any future
program that may be on a wider scale, and I think we are dealing with
the thing rapidly.
The CHAIRMAN. The matter has been discussed by witnesses here

before the committee on numerous occasions, and it has been pointed
out that most of these voluntary systems do not provide complete
care, that some of them are confined to mere hospitalization, and surgical care in hospitals, but not to general medical care such as the
office care and the home care, and so forth, and that the voluntary
systems would never be sufficient to meet the problem.
HEALTH INSURANCE FOSTERS MALINGERING

Mr. COURT. I am glad you raised that question, because we had some

specific experience with that thing in Michigan.
That is, the Blue Cross plan, when it first started in Michigan, proposed to provide a complete medical service, going beyond just hospitalization and surgical attention to the matters of caring for minor
conditions at home visits.and the fee for a family was a little over $50
a year, or about $4 a month.
And the plan ran into such an excessive demand that it was not able
to survive, and they had to withdraw the complete service and go back
to a surgical coverage only.
We have experience in our own plants, and I have looked into
some of these group prepayment clinics, and when people are given
the right to call on a doctor for minor matters without making an immediate charge the number of such contacts increases very, very
largely. People come in for all sorts of little sniffles and colds.
Based upon our own experience in our plants where we provide free
medical care to our people, we estimate that the unimportant calls
on physicians, calls not now made, for minor things, that would disappear in the course of a day or two anyway, which would be made if
there were no fee for the physician's service, would amount to almost
one call per person per month.
If you figure out how much more work the physicians will have, if
they give aspirin tablets and cough medicine on a basis of personal
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contact with the individual, you will find-take 110,000,000 people and
multiply by 1 call a month, and that will come out to about 1,000 extra
calls for aspirin tablets and cough sirup per physician per month m
addition to his serious business just because you can get it free, and we
had that experience in our plant, and this tremendous extra load,
trouble of the physicians dealing with very, very minor matters, would
so overload them under a plan providing universal service, and all
complete care, I do not think they would have enough time left to deal
with the more serious situations.
That has been the experience in England. I understand the physicians have to handle several hundred calls each morning, on bad days,
people coming through and taking a minute apiece.
The CHAIRMAN. You think if a system of that kind were enforced,

everybody in the country would act like that?

Mr. COURT. Well, sir, I do not. I will tell you why it seems likely.
The CHAIRMAN. It seems to me that is kind of a fantastic proposi-

tion.
Mr. COURT. I am not talking without evidence.

We have the ex-

perience in our plants, you see. We give a man medical attention for
anything. He can come in and talk with the plant doctor about his
condition.
The CHAIRMAN. Yes.

Mr. COURT. And we have just about half a call a month, for personal

condition for men, and maybe a call a month for personal condition for
women, who come in and want an aspirin and would like to have the
doctor talk with them.
The experience under the Ross-Loos plan and some other plans in
California indicate an extreme level of minor calls when there was no
fee.
You read that article in the Saturday Evening Post 6 or 8 months
ago about the woman who tried a prepayment plan. I would like to
put that into the record complete. It is a beautiful thing., She was
very much in favor of prepaid plans.
The CHAIRMAN. IS this an article in the Saturday Evening Post?
Mr. COURT. Yes.

She was a physician who had tried prepaid plans,

and who had offered for a fixed sum, to provide all medical services.
The CHAIRMAN. Was this an article based on fiction or fact?

The COURT. This was testimony of a woman who had a great feeling

of responsibility for community health.
The CHAIRMAN. The article stated that, but do you know the facts
in the case yourself
Mr. COURT. I know that the woman who wrote the article said those

were the facts, and it was a very good article, written in the first person.
The CHAIRMAN. Of course, I do not think we should go into that in
detail.
Mr. COURT. I am sorry.

The CHAIRMAN. We can read these fictional articles about medicine

and everything else in magazines, and I do not think that is sound
evidence.
Mr. C URT. You say that article was fiction, then?
The CHAIRMAN. I do not know. You do not know and I dor not
know. We could not depend upon articles in magazines and newspapers all over the world to pass legislation on.
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Mr. Courr. Why do you not call her in and ask her to tell you,

because it is a very interesting story 9
The CHAIRMAN. Well, I do not think it is important enough.. I
would rather get it in in some other fashion.
For instance, Princeton University carried on some investigations of this problem of voluntary insurance, and I notice that they
arrived at a conclusion I wish to call to your attention, in the study.
This was a study on group health insurance and sickness-benefit plans
in collective agreements. It was Princeton University, 1945, and
this investigation was carried on by the Industrial Relations Section,
Department of Economics and Social Institutions.
They make the following appraisal:
Nature abhors a vacuum. If the American wage earner needs self-reliant
health protection and needs it badly, sooner of later he will get it. If employers
and trade-unions acting alone fail to cover the vast majority of people; perhaps,
acting jointly through collective bargaining, they will cover a wider group.
But if schemes arising out of collective bargaining are complicated, difficult to
administer, uncertain, and inadequate, the only alternative remaining seems to be
an effective governmental system of health insurance. Perhaps experimentation under joint voluntary programs will convince all parties to these experiments of the necessity of Government action.

Senator DONNELL. Pardon me, Mr. Chairman. Is that the study
made under the-supervision of J. Douglas Brown?
The CHAIRMAN. I believe that was the man. J. Douglas Brown;
yes.

Senator DONNELL. J. Douglas Brown.
The CHAIRMAN.' Yes.

So that my idea would be that the experience of the country under
these voluntary systems is proving that they are not effective and they
do not reach the point that is necessary for this problem.
Mr. COURT. There is one piece of evidence here that is new to your
committee, that I would like to inject into the record, with your
permissiofi.
The biggest study of the relationship of health to income made by the
Federal Government is the so-called national health survey covering
2,000,000 people which was prepared in 1935-36, and that study indicates quite clearly that all families that have enough money to buy the
necessary food and clothing, which is required for a decent standard of
living, that those families have adequate health, and that the only excessive sickness record appears in connection with families who have
such limited budgets that they cannot buy the necessary food and
clothing required for reasonably healthy conditions.
Now,' when we get the Government figures on the consumption of
food and clothing and medical care for the very lbw income family,
we find a very, low income family, say, with $1,000 income, has a much
more adequate supply of medical care than they do of food and
clothing. There is a great deal of medical care available at nominal
or no cost to the low-income family. and they use it in large amounts.
The CHAIRMAN. Do they get medical care free?
Mr.

COURT.

Yes.

I have read some of the earlier testimony, and

quite a number of witnesses have mentioned the fact that families
with incomes of $5,000 will spend 5 to 10 times as much for medical
care as families with incomes of $1,000. They spend more, but the
reason they spend more is that they pay more for individual service.
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If I have an appendectomy they charge me $150. If a shopworker,
has it, they charge him $75. If a man with a low income, or on relief,
has it, he has the appendectomy free.
When you get away from the dollars and find the exact amount,
the physical volume, the number of doctor's calls, the number of days
in the hospital, the amount of surgical operation, provided, that is, to
the various income brackets, using the Committee on the Cost of
Medical Care data, you arrive at the conclusion that low-income fam-'
ilies have in the cities as much medical care as higher-income families.
The CHAIRMAN. There is no evidence that those people in the low-

income groups seek unnecessary medical care, is there?
Mr. COURT. I do not know about that.
The CHAIRMAN. You testified a little while ago that where they get

it free, that they come up for medical advice and care to such a great
degree that it would be impossible to take care of them.
Mr. COURT. I am glad you raised that point, because I think that

the excessive use largely hinges around those situations where the individual, through some sort of payment, feels he makes a contribution
to the expense. Therefore, he wants to get his money's worth out of it.
Whereas, if a person is taking it on a semi-charitable basis, or maybe
on a small-payment basis, there is not the same tendency to abuse.
The CHAIMAN. That would be the situation under this bill.

worker makes a payment according to his income up to $3,600.
Mr. CopLR. That is right.

Each

The CHAIRMAN. So that he would be making a small payment, and

you think in every instance where they make a small payment, they
would be seeking medical care when they did not need it?
Mr. COURT. The distinction is where you pay for individual service

or for a group prepayment*plan in advance.
If you pay for individual service, you do not use too much, because
you have to make a financial sacrifice, or have to put up some money
to use the service. But if you have to pay a flat amount and can use it
all you want, it is different.
The CHAUIMAN. In those cases you speak of, where some groups

are charged $75, for an appendectomy, and in other instances, where
they have higher income, $150---Mr. COURT. That is right.
The CHAn=I
V. And in some they do not charge at all--Mr. COURT. Yes, and somebody pays $5. That is right.
The CHAIRMAN. Somebody pays $5.
Mr. CoumT. That is right. Somebody on relief, who has a little
money, and does not want to take it as charity, will pay $10 some/
times.
The CHAIRMAN. So that is the existing system in this country.
Mr. Courr. As I understand it, the medical profession does graduate those charges, depending in large measure on the individual's

income in all the major northern cities, where you can get very full
medical care without any charge.
That is, if you simply go and ask for it.
For example, we have domestic servants, and we are always in-'
terested in checking on their health and we send them over in Detroit
to the Herman Kiefer Hospital and they have a complete examina-

tion. We get the chest rays and blood tests and everything without
s8U0T-4 - pt 4-29
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charge. That is generally available to anybody who wants the diagnosis, and who is a resident of the city. In other words, you do have
these things available without charge for the very low income people
at present.
The

CHAIRMAN.

So that under the present system, an appendectomy

could be taken care of even though a person is in a very low income
group and would not be able to pay more than $5 ?
Mr. COURT. Yes.

These appendectomies are performed free as far

as the surgeon is concerned.
The CHAIRMAN. Do they not have to come -in in those instances and
prove that they have not the means to pay for it?
Mr. COURT. Well, they take your word for it.

Obviously, you are

supposed to pay if you can. That would seem reasonable.
wise, I might be going in myself.

Other-

The CHAIRMAN. So that a person seeking free operations of that

kind would have to prove that he was unable to pay for it.

Mr. COURT. I imagine he would have to make such a statement, in

most cases, although with regard to a good many things such as the
chest rays, you do not even have to make a statement, in Detroit.
If you simply see your doctor, he refers you in, and says, "This man
ought to be examined," and they will make a chest ray and diagnosis
and without any means test at all, as part of the public health program.
The CHAIRMAN. Any questions ?
Senator DONNELL. Mr. Cour4, you referred to the fact that this

statement is not made on behalf of General Motors, but on behalf of
the Chamber of Commerce of the United States?
Mr. COURT. That is right.
THE CHAMBER OF COMMERCE

Senator

DONNELL.

Of course, we all know generally about the

Chamber of Commerce of the United States, so would you be kind
enough to tell us, for our record here, just what the Chamber of
Commerce of the United States is, how extensive its ramifications are,
and any other information you could give us that would enable us to
know something about that organization for this record.

Mr. COURT. One of the gentlemen here, Mr. Johnson, from the

Chamber of Commerce, Mr. James Johnson, could probably state
that with more accuracy.
Senator DONNNELL. Would you state briefly what the Chamber of

Commerce of the United States is? First, what is your full name?

STATEMENT OF JAMES W. JOHNSON, ECONOMIC RESEARCH DEPARTMENT, CHAMBER OF COMMERCE OF THE UNITED STATES
Mr. JOHNSON. James Johnson.
Senator DONNELL. What is your business?
Mr. JOHNSON. I am an assistant in the economic research depart-

ment for the United States Chamber of Commerce.

Senator DONNELL. Did you collaborate with Mr. Court and others

in preparing the statement he has read ?

Mr. JOHNSON. Yes, sir. We all collaborated.
Senator DONNELL. Would you tell us briefly about the Chamber of

Commerce of the United States?
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Mr. JOHNON. The Chamber of Commerce of. the United States

is an organization which represent businessmen throughout this country. We have approximately, 2,300 member organizations. That is
local chambers of commerce and trade. associations throughout the
United States. We also have individual membership of mviduals
who belong to local chambers and are members of the United States
Chamber. We have individual corporate members. And I think that
is about the set-up of it, the organizational set-up of the United States
Chamber.
Senator DONNELL. Now, Mr. Jackson is the present president, is
he not ?
Mr. JoHNsON. Yes, sir.
Senator DONNELL. And Senator Hawkes, now in the United States

Senate, was a former president?
Mr. JOHNSON. Yes, sir.

Senator DONNLL. And Mr. George Davis, of Kansds City, Mo., was
president for one or two terms?
Mr. JOHNSON. Yes, sir.

Senator DONNELL. Men of high standing, generally speaking, and

have always been, those men have been president of that organization?
Mr. JOHNSON. Yes, sir.

Some outstanding businessman in the United States has always.

been elected to the presidency of the organization.
Senator DONNELL. Thank you, Mr. Johnson.
The CHAIRMAN. The organization represents businessmen?
Mr. JOHNSON. Yes, sir.

The CHAIRMAN. Does it also represent professions ?
Mr. JOHNSON. Yes. sir. Certain professional men who belong to

the local boards of trade are also members.
The CHAIRMAN. Frequently doctors become presidents of local

chambers of commerce ?
Mr. JOHNSON. I presume that is so.

I am not familiar with the

operation of the local chambers.
The CHAIRMAN. The different chambers in the different parts of the

country are interested in protecting the interests of the businessmen
who belong to the chamber ?
Mr. JOHNSON. Yes.

The CHAIRMAN. They, of course, look out for the interests of the

utilities like the electric power and gas and light and so forth

Mr. JOHNSON. Well, I might say there, Senator, that I believe the

protection of the businessmen, so to speak that the United States
Chamber tries to afford is as we see it in tie interest of the Nation
rather than for any individual organization.
The CHAIRMAN. Yes; and in the interest of the Nation, the chamber
of commerce is opposed to some things that the general public would
like to have .
Mr. JOHNSON. Well, I do not know that that is entirely true.

I might explain our policy: Our policy is developed by our local
organizations. We, as a national organization, do not develop policies.

We submit to vote of our membership certain declarations which are

the policy.

The CHAIRMAN. You are controlled by the local chambers of com-

merce of the country ?
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Mr. JOHNsON. That is right.

The CHAMAN. In the local chambers of commerce of the country,
frequently the big corporations of the Nation take out a great many
members in the organization. They call it multimembership. You
know about that system, do you not ?

Mr. JOHNSON. I am not entirely familiar with that set-up, Senator.

I am sorry.

The CHAIMAx. Well, then, I will tell you, for your information,

that in various parts of the country, corporations will step into local
chambers of commerce and take out a great number of memberships.
All of their foremen, shift bosses, and different lawyers, and so forth,
will become members of the chamber of commerce. They are then
able to elect the secretary of the chamber of commerce and dominate'
its policies.
Mr. JOHNSON. I might say there with respect to the operation of the

individual chambers of commerce in the United States in certain
localities, I would have to go back to see just exactly how they operate.
With respect to the United States Chamber, no one organization or
corporation is allowed more than 10 votes as a maximum.
The CHAIRMAN. Of course, these local chambers of commerce in

various parts of the country send their representatives to your national
meetings?
Mr. JOHNSON. Yes. I think that is true'; that is my understanding,

Senator. Of course, I am not qualified to say. That would have to

come from someone more familiar than I.
My understanding is that the United States Chamber represents
many more in number of the small businessmen than they do large
businesses. Tremendous amounts.
The CHAIRMAN. In many sections of the country these chambers of
commerce oppose the development of the public-power plants. And
the construction of transmission lines from established public-power
plants so as to make this electricity available more directly to the
people.

Mr. JOHNSON. I am not familiar with that,

Senator, I do not work

on the public utilities and power. I am in a specialized department,
economic research, so I would be unable to answer that.
The CHAIRMAN. I see.

You are not familiar with the local operation of the chambers of
commerce. Well, that is all right.
Senator DQNNELL. May I ask just a few more questions?
Mr. Eric Johnston was the predecessor, immediately before Mr.
Jackson, the present president?
Mr. JOHNSON. Yes, sir.

Senator DONNELL. You say you get your opinion, which is circu-

lated by the United States Chamber of Commerce as the result of
inquiries from all over the United States. Is that right .

Mr. JOHNSON. We develop our policy by submraing to our local

chambers certain declaratiops of policy. They vote on that policy,
and that is how the policy of the.United States Chamber of Commerce
is'established. We are not a national organization which tries to jam
policy or certain theories down our members' throats.
Senator DONNELL. You try to ascertain the general opinion over the
country
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Mr. JOHNSON. In a democratic way; yes, sir.
Senator DONNEL. Yes, sir.

And I believe you said you'have about 2,300 chambers of commerce?

Mr. JOHNSON. That is loeal'.organizations.
Senator DONNELL. Local organizations? *
Mr. JOHNSON. Chambers of commerce, boards of trade, and so on.
Senator DONNELL. Yes, sir.
Mr. JOHNSON. That is my understanding.
Senator DONNELL. I see. Do you have any knowledge as to the

aggregate membership of those 2,300 organizations?
Mr. JOHNSON. I am sorry, Senator, I do not, but I would be glad to
obtain it for you.
Senator DONNELL. Would you mind getting that and sending it to

the clerk of the committee for incorporation in the record?
Mr. JoHnsoN. Yes, sir.
(The information requested is as follows:)

The Chamber of Commerce of the United States of America is a federation
composed of 2,371 local chambers of commerce and trade associations, the latter
being largely Nation-wide. These organization members have an underlying
membership of 997,836.
In addition, we have about 14,000 individual members and 17,000 associate
memberships.

Senator DONNELL. One other question: This group that collaborated

in the preparation of the statement that has been presented by Mr.
Court-how large a group was that
Mr. JOHNSON. We have around 18 members on our social security

committee.

Senator DONNELL. Yes, sir.

Mr. JOHNSON. Of which Mr. Court is representing one of those
members, and they are members interested in social security. It is
the social security committee.
Senator DONNEAL. How widely scattered is the membership of that
committee 9

Mr. JOHNSON. I think it is pretty well scattered.

We do not have
anyone from the west coast at the present time, but I think there are
12 to 14 different States represented on the committee.
They are all experts in their field. They have made a hobby of
these particular matters.
Senator DONNELL And the statement that Mr. Court has presented
here represents the combined opinion of the group of which you have
listed?
Mr. JOHNsON. That is right.

Senator DONNELL. Its preparation?
Mr. JOHNSON. It states the policy of the United States Chamber of
Commerce and is following up a policy which has been established and
which was established in 1944 by a referendum vote.
Senator DONNELL. What was submitted to the membership on that
referendum vote?
Mr. JOHNSON. Mr. Court, I think, read the propositions as they were
submitted.
That is in the first or the second page of the statement which is the
present chamber policy.
Senator DONNELL.

hose six propositions that he stated here?

Mr. JoHNsoN. Yes, sir.
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Senator DONNELL. It says in his report:
With this in mind, the Chamber of Commerce developed the following propositions as constituting its basic policy.

Mr. JOHNSON. Yes, sir.

Senator DONNELL. It was the substance of those particular propositions that was submitted to a vote ?
Mr. JOHNsON. Yes, sir.
Senator DONNELL. Throughout the country?
Mr. JOHNSON. Yes, sir.

Senator DONNELL. And the composite net result was that this is
the expression of the United States Chamber of Commerce as the result
of that inquiry?
Mr. JOHNSON. Yes, sir.

Senator DONNELL. Thank you.
The CHAIRMAN. You say you have 2,300 field organizations in the

Chamber of Commerce
Mr. JOHNSON. I think that is true, Senator.

The CHAIRMAN. Yes.
Mr. JOHNSON. Of course, I am not one of the operational officers of

the United States Chamber. My duties are in economic research with
respect to social security, and most of my time is guided and spent
upon those subjects.

The CHAIRMAN. I see.

Well, then, if the majority of those 2,300 field organizations were
dominated and controlled by big corporation interests, that would
be reflected in the head office.
Mr. JOHNSON.

That might be true.

However. Senator, I am from the State of Nevada, originally, and
I know that out there we have the Reno Chamber of Commerce, I
know that that, as a fact, is not dominated by any large corporation.
We have one in Las Vegas, and.they- are entitled to vote, and they
vote on all of our propositions, just like I assume many of your small

chambers in Montana do.
Senator DONNELL. Is the Las Vegas one dominated by large corporations?
Mr. JOHNSON. No, sir.

Senator DONNELL. You know, as a matter of fact, I believe you said

awhile ago, many small businesses are represented in the chambers of
commerce?
Mr. JOHNSON. Yes, sir; very many.

Senator DONNELL. Which are in the United States Chamber of
Commerce
Mr. JOHNSOx. That is right.

Senator DONNELL. May I ask you over what portion of the United
States does the United States Chamber of Commerce find its membership?
Mr. JOHNSON. All.

Senator DONNELL. All over the United States of America
Mr. JOHNSON. Yes, sir.

Senator DONNELL. Yes, sir. Thank you, sir.
The CHAIRMAN. That is all.
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FURTHER STATEMENT OF ANDREW T. COURT
Senator DONNELL. Now, Mr. Court, may I ask you briefly to tell
us something of your own personal qualifications and experience?
First, would you tell us your age, and what has been your educational background and experience.
Mr. COURT. I am 41, I believe, and I went to the Vanderbilt University, and Harvard Business School, and specialized in the latter
institution in the matter of statistics and their interpretation.
Senator DONNELL. Pardon me. You refer to Vanderbilt University. Are you from that section of the country?
Mr. COURT. I was raised in Missouri, but my father had gone to
Vanderbilt, and my grandfather.
Senator DONNELL. What part of Missouri?
Mr. COURT. Farmington.
Senator DONNELL. Farmington in St. Francis County?
Mr. COURT. Yes, sir.
Senator DoNNLL. Senator, I again call your attention to Missouri.
How long have you had the unfortunate experience of being away
from Missouri, Mr. Court?
Mr. COURT. I left about the time I went to college, when I was
about 20.
Senator DONNELL. And that was Vanderbilt?
Mr. COURT. Vanderbilt; yes.
Senator DONNELL. And you took work at Harvard. What was
your experience after that?
Mr. COURT. I went to Detroit.
Senator DONNELL. Did you receive a degree in these institutions?
Mr. COURT. Yes.
Senator DONNELL. What were those?
Mr. COURT, A. B. and M. B. A., I believe.
Senator DONNELL. Master of Business Administration?
Mr. COURT. Yes.
Senator DONNELL. Yes, sir.
Mr. COURT. Shortly afterward I went to Detroit because that was
where the big money was, wages were high, I should say.
Senator DoNNEL. I see.
Mr. COURT. And went to work for the Motor Industry Organization in 1934. I started to work for the Automotive Manufacturers
Association on Labor Economics. That is the statistical data and
analysis of working conditions and employees' health and related
matters.
And then I came down to Washington with Mr. Knudsen in the
early era, first days of the defense effort, and worked for the Defense
Commission and the successor organizations on scheduling of war
production.
Senator DONNELL. Pardon me.
For the record, would you give Mr. Knudsen's full name and his
previous connection ?
Mr. COURT. General William S. Knudsen, formerly president of
General Motors.
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Senator DONNErL. What was the item in connection with the war
effort that was so very prominent
Mr. Courr. He was called Director of the National Advisory Committee, or the Advisory Commission. What was it? The Defense
Commission, they called it, but it had a long name, but I cannot

recall it.

The CHAIRMAN. Was it the Veterans' Board?
Mr. COURT. No. The Defense Commission was the first one.
Senator DONNJEL. It was a very outstanding commission of vast

responsibilities and duties; is that correct .

Mr. COURT. The National Committee Advisory to the Committee

for National Defense.
Senator DONNELL. And you came down to be associated in that
work; is that correct?
Mr. COURT. I worked directly with him in terms of scheduling, and

particularly labor problems in the early days of the war effort, and
then I went back to work for General Motors in Detroit in 1941, and
since I have been with General Motors I have been working directly
with our medical director concerning the problems of employees'
health, particularly sickness of nonoccupational origin. That is, we
are very much concerned with the health of our employees, and we
would like to see anything done outside of what we ourselves might
do that might improve the general health of our employees.
Senator DONNELL. What is the name of your medical director
Mr. COURT. Dr. Clarence D. Selby.

Senator DONNEL.

Will you proceed and tell us of your connection
with the United States Chamber of Commerce and how you happened to be in this group that prepared this statement
Mr. COURT. I work with Dr. Selby, but my immediate superior is

S. M. Dubrell and Mr. Dubrell is on the committee on social security
of the United States Chamber of Commerce, and I am, seated at his
elbow, and advise him on the detailed factual information. He is an
executive and has quite a number of different things to do, and of
course he has to call upon specialized advice from technicians, and I
am the technician.
Senator DONNELL. I see.

That in the main, represents your experience, up to this time?

Mr. COURT. Yes, sir.
Senator DONNEL.

Now, Mr. Court, you referred, and I do not find

the exact place, but the general proposition as I recall it was to the
effect that, in your judgment, the physician, if not believing in the
soundness of the theory of this type of legislation, would not be apt
to be as successful in the operation of it as might otherwise be; is
that a correct statement of your view I
Mr. COURT. Yes. That seems to me to be reasonable. It is a fore-

cast, of course.
Senator DONNELL. Yes.
Here is the place to which I refer. You say, "without that participation"-the participation of the medical profession, page 6 of the
statement:
Without that participation and cooperation, including that of the more competent members of these professions, the plan would be an empty gesture.
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I understand that you are not charging that the physicians of this
country would engage in what is termed by the Chairman as a "sitdown strike," and you concede that there would be an effort on the
part of those physicians who would go into the plan to honestly perform their duties ?
Mr. COURT. I think so.

Senator DONNELL. If I am wrong, please correct me,but as I understand it you are addressing yourself to what you consider the psychological fact that, if a group of professional men do not actually believe
in the soundness of a theory, regardless of their integrity and their
intentions, they are not as able to carry out successfully the proposition as if they wholeheartedly believe in the theory underlying it
Mr. CouRT. I think you have admirably stated my thought.

Senator Donnell. You referred to the Saturday Evening Post. I
read that once in a while. Do you remember about the date of that
article to which you referred
Mr. CouRT. It was about a year ago, and I will be glad to submit

it or secure a copy for you.
Senator DONNELL. Would you mind doing that
I do not mean to encumber the record but please send it to the clerk
of the committee, and if you could send it to any members of the
committee, it would be appreciated.
The CHAIRMAN. Just give us the date, and we can get it in the

library.

Senator DONNEL. All right.
Mr. CouRT. You will enjoy it. It is a good article.

Senator DONNELL. I would like to'have you send me a copy. Would
you do that?
Mr. COURT. Certainly.

Senator DONNELL. Thank you, Mr. Court.
You referred also to the book by Dr. Sinai.
Mr. CouRT. Yes.
Senator DONNLL. You have given that from a secondary source.

That is, the American Economic Security article by Mr. Milliman.
I have before me the book to which you refer, which, by the way, is
by both Messrs. Simons and Sinai. That is the book to which you
refer?
Mr. COURT. Yes.
Senator DONNELL. And in order that our record may have the
specific reference in the original book. and may be therefore studied
in view of the context, I desire to state into the record that the
quotation which you set forth reading as follows:
**
Contrary to all predictions, the most startling fact about the vital
statistics of insurance countries is the steady and fairly rapid rate of increase In
the number of days the average person is sick annually and the continuously
increasing duration of such sickness. Various studies in the United States seem

to show that the average reported sickness per individual is from 7 to 9 days per

year. It is nearly twice that amount among the insured population of Great
Britain and Germany, and has practically doubled in both countries since the
installation of insurance. The first comment on these statistics is the general
recognition of the difficulty of comparing vital statistics. Every student of the
subject knows that there are such great differences of definition and diagnosis
that even death rates of different nations are seldom directly comparable. One
of the first results of insurance is a far more complete record of sickness. Never.
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theless It seems to be a safe conclusion that insurance has certainly not reduced
the amount of sickness.

I may say I have read the complete quotation which somewhat am-

plifies what you have in your statement, and that appears at pages 157
and 158 of the book entitled "The Way of'Health Insurance," by
Messrs. Simons and Sinai.
May I likewise read into the record just a little further, appearing
at page 159, of that same book:
German medical discussions of insurance are filled with such phrases as "poverty
neuroses," "legal neuroses," and even "Christmas and holiday neuroses,", to indicate the sudden increase of demands for sickness relief that come at certain
seasons. Insurance, especially when medical care is combined with cash benefits,
is particularly unsuited to care for such ailments. Here is the full justification
for the demand of the physicians for the removal of all conditions that tend to
destroy confidence in the attending physician.

And then this last particular language:
Present insurance systems in most countries seem designed to destroy this
confidence. Even in private practice, many a physician humors a hypochondriac
when his best judgment tells him that the ailment which he is being paid to
treat is imaginary. But the patient is at least punished financially through the
doctor's fee for the deception. But when the reverse is true, and there is a cash
reward for sickness, and medical care is free, the whole situation is changed.
The insurance practitioner also finds the conflict between his financial interests and professional judgments much sharpened. If he refuses to agree with
the self-diagnosis of his patient, he loses the patient. He makes his own diagnosis
in the face of opposition and mental reservations. He treats a patient who often
wishes to prolong his illness. The doctor, himself, seeks to shove part of his
responsibilities off onto a supervising physician, whose interests and prejudices
are apt to be the opposite of his own.

That appears at pages 159 and 160 of this book.
Now, Mr. Court, in your work, particularly in your connection with
the doctor in your company, have you come in contact with the Michigan voluntary plan that is in operation ?
Mr. COURT. Yes, sir.

Senator DONNELL. Without going into detail of the matter, would
you tell us, generally speaking, your observation of that plan as to
whether it has been successful or has failed, or a combination of the
two, success and failure.
Mr. COURT. The original attempt in Michigan was to provide complete medical service, similar to that contemplated in the Senate bill
we are now discussing, 1606.
Senator DONNELL. Yes, sir.
Mr. CouiR. And 'it proved extremely costly. You had the same
sort of abuse that Dr. Sinai had forecast.
He was completely justified, and it was necessary to withdraw that
coverage and limit it to surgical coverage only.
With your permission, I would like to cite General Motors' own
experience with a plan of this character.
Senator DONNELL. Please do.
Mr. COURT. We have long indemnified our employees for disability.
We gave them insurance that compensated them for lost wages. But
in 1939, we introduced a surgical expense and hospital expense indemnity plan whereby we would pay the doctor's fees and the hospital
fee on a fixed schedule basis for anyone who needed to have an operation in a hospital. This was subsidized by General Motors, and the
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employees made some contribution. It was a joint thing, underwritten
by Metropolitan Life Insurance Co ? We have the record of it. ,
Well, immediately the number of people who had to have operations-we have records on our disabilities for operable reasons-that
doubled. As soon as you had group prepayment for surgical care we
had twice as many surgical cases, but it did not double uniformly all
over the country.
In certain cities where the medical profession had high standards,
like Dayton, Ohio, there was no appreciable increase. There are other
towns, which I do not want to put into the record where we had three
or four times as much surgery as we had when the individual had to
pay the bill. We figured that maybe all of these people needed these
things, but they had not gone to the doctor until it was paid by the
group, and maybe it was a good thing, but then we waited and checked

the death rate from causes associated with surgery. We thought: "If
these people really needed these extra operations, and had not had
them, these extra operations ought to result in a declining death rate,
because they will have better medical service."
But we actually found that the death rate associated with surgical
procedures increased slightly for General Motors after we gave free
service. Actually, a few more people were dying per thousand, whereas
for Metropolitan Life Insurance Co. policyholders who are tabulated
at the death rate, the death rate was going down.
Here the uninsured population has a death rate going down, arid
the insured population has a death rate going up at the same time with
good, medical care. It is just a little sample, but it shows how our own
experience, in that experience the injection of a prepayment plan
resulted in an extreme increase in the use of surgery and actually the
death rate showed some increase during the period. We did not do
the people very much good in terms of saving lives.
Senator DONNEL. Generally speaking, Mr. Court, is the experience
that your company now has with the Michigan Medical Service and
the Michigan Hospital Service of a satisfactory nature?
Mr. COURT. Yes. I think everyone is very well pleased with the

work they are doing, and the employees are quite enthusiastic about it.
The only difficulty is that you have this same exaggeration and people
going into the hospitals, and it is not breaking even. I think you will
have to charge more money.
Senator DONmELL. Mr. CourtThe CHAIRMAN. Will you pardon me just a moment?

Mr. Linder is here and he says he has got to get away this afternoon.
I was wondering if you would be able to defer the further crossexamination of this witness and let Mr. Linder present his testimony
Senator DONmNE.
I have only a very few more questions for Mr.
Court.
The CHAIRMAN. I would like to accommodate Mr. Linder, because

he is a lawyer, a busy man, and he is coming here at our request, and
I do not like to make him miss a connection.

Senator DONNELL. Could we inquire of Mr. Court what his conven-

ience is?

Mr. COUaT. I am at your convenience. I cannot get out until tonight

anyway.

2360

NATIONAL HEALTH PROGRAM

Senator DONNELL. I have only a few more questions, but of course,

they sometimes open up into other avenues.

The CHAIRMAN. This is the only time I have asked for accommoda-

tion, and I am perfectly willing to let you continue with this witness.
Senator DONNELL. That is perfectly all right.

The CHAIRMAN. Mr. Linder just sent me this note, and that is the

reason I mentioned it.
Senator DONNEu. That is all right.

The CHAIRMAN. Mr. Linder, we are glad to have you back again.

You may state your name again for the record. .

STATEMENT OF LEO J. LENDER, CHAIRMAN, NATIONAL COMMITTEE
S ON SOCIAL LEGISLATION, NATIONAL LAWYERS' GUILD
Mr. LINDER. My name is Leo J. Linder, of New York City.

I returned for further examination at Senator Donnell's request.
I wonder whether the chairman and Senator Donnell would be good
enough to accord me an opportunity to make a further affirmative
statement.
Senator DONNELL. Surely.
The CHAIRMAw. Surely. You may proceed.
NATIONAL PLANNING ASSOCIATION

STATEMENT ON SOCIAL SECURITY

Mr. LINDER. I have listened to the testimony of Mr. Court this
morning, and I have read his testimony, and I should like to say,
speaking now as a corporation lawyer interested in business and the
interests of business, that I think Mr. Court's statement and the statement of the chamber of commerce, does not at all represent the viewpoint of the businessmen. Certainly, it does not represent the viewpoint of the enlightened businessmen, and as evidence in support of
that contention, that statement, I would like to submit a published
statement on social security by the National Planning Association,
printed as their Planning Pamphlet No. 33, and issued in April 1944.
That statement was approved by all except 2 of 59 members of committees on national policy in the fields of agriculture, business, and
labor, and I should like to note for the record that the business committee which supported this statement, is headed by Mr. David C.
Prince, chairman, General Electric Co.
Vice chairman, Beardsley Ruml, R. H. Macy & Co.
And other members, J. O. Chesley, Aluminum Co. of America;
A. D. Chiquoine, Jr., Batten, Barton, Durstine & Osborn, Inc.; David
Craig, American Retail Federation; Guy Emerson, Bankers Trust Co.
of New York; H. K. Ferguson, the H. K. Ferguson Co.; S. T. Henry,
McGraw-Hill Publishing Co.; S. A. Holme, General Electric Co.;
Arthur A. Hood Johns-Manville, Inc.; T: G. McGowan, Akron, Ohio;
Anderson Pace, Illinois Central system; Leo H. Rich, Walter Dorwin
Teague; Edgar W. Smith, New York, N. Y.; H. Chr. Sonne, Amsinck,
Sonne & Co.; Charles J. Stilwell, Warner & Swasey Co.; P. B. Stull,
Hercules Powder Co.
In this statement, I find a wholly different approach to the problem of social insurance as the means of providing medical care, and
I should like, with the permission of the committee, to refer to that
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portion of the statement which appears on pages 20 to 22, and I would
like to rea ] just a few sentences:
Medical care, including facilities for hospitalisatton and rehabilitation, must
be made available to all our people. An expanded program of hospital and
health center construction, especially in rural areas, is not only essential if
this objective is to be achieved, but would also open new avenues of employment. A practical method of overcoming the financial limitations to the purchase of adequate medical care and one which would be in keeping with the
desire of our people to pay their own way as far as possible, would be to make
this provision through social insurance.

I should like to note that there is a footnote indicating that one businessman, Mr. Craig, of the American Retail Federation, disassociated
himself from that statement, but all other businessmen on the business
committee of the National Planning Association have apparently subscribed to it.
Senator DONNELL. Pardon me, Mr. Linder.
Right at the conclusion of the sentence you referred to "social insurance"; was that the term?
Mr. LINDER. Social insurance.
Senator DONNELL. Does it indicate whether or not the reference is

being made to governmental compulsory insurance ?
Mr. LINDER. Oh, yes.

Senator DONNELL. Which reference is that?
Mr. IANDER. If I may continue the quotation ?
Senator DONNELL. Certainly.

Mr. LINDER. Then that will be clear.
Under such a program, insured persons and their families would be entitled
to medical care, hospitalization, and necessary rehabilitation measures, and
would pay part of the costs of this service through regular weekly contributions. Service would be rendered by physicians or groups of physicians, who
signified their willingness to participate in the program, and the methods of payment should be determined by the medical profession in collaboration with the
administrator responsible for the program. There is no reason why such a
program when carefully devised should interfere with the freedom of the patient
to choose his doctor, or of the doctor to choose his patients.

And then the statement goes on to make this very effective and very
pointed statement in refutation of the whole position of the Chamber
of Commerce:
Although real progress has been made by voluntary insurance schemes for
hospitalization and medical care, these still cover only a fraction of the population. We do not believe that the Nation can afford to wait for full coverage
to be attained by voluntary insurance. Moreover, it must be remembered that
such programs are beyond the financial capacity of many millions of otherwise
self-supporting people. Nor do we believe that action should be delayed unfil
it is possible to develop an ideal program that assures to every participant the
high standards of medical care that are now typically enjoyed only by the
most wealthy.

There is other material in the statement which indicates what I
consider to be the enlightened position of businessmen who realize
that the health of the Nation and the health of our workers is a matter
of paramount concern to them not only as businessmen but as citizens.
It seems to me the Chamber of Commerce does the businessmen of
this country a great disservice when they come here to submit their
proposed program of evasion--of evasion of the problem.
Nowt I have had occasion to look iAto the proposals for voluntary
health insurance as they affect one State.
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SThe CHAIRMAN. Mr. Linder, before you go into that the witness
that preceded you expressed the idea that where you provide insurance for the lower income groups and make it possible for them, by
making small contributions, to get full and complete medical care
whenever they think they need it, that it has a tendency to induce
them to seek too much medical care and too much surgery, and as the
result they pine away and die.
Do you think there is any merit in that argument?
Mr. LINDER. I think that is a slander against the honesty and good

faith of the American people. I think it is a slander against the
soundness and desire and good faith of most human beings to work
and-not to malinger and not to be sick.
There are frauds. There are malingerers. There are crooks. There
are crooks everywhere, but I do not see why we should plan our
arrangements for the Nation on the assumption that human beings
will be dishonest.
The CHAIRMAN. It.is sometimes argued by people that those mem-

bers of our population who are at the very low income group, around
$1,800 a year, are very fortunate, because they do not have too much
money to spend, and they have to take care of themselves, and they
eat moderately and modestly, and as the result they have good health
and live longer and are better off than the people with better incomes.
Do you think that that is any argument
Mr. LINDER. I think that is an argument for poverty. I think that

is an argument against a decent standard of living for the American
people. I think that is an argument against progress. I think that
is an argument against civilization. I think it is an argumentThe CHAIRMAN. It is an argument against our whole economic
system; because if that idea were to prevail in this country we would
not have any purchasing power in the hands of the masses of the
people to sustain a mass-production society.
Mr. LINDER. That is why I said I think it is an argument for
poverty.

I think the view of most American people is that they want the best
standard of living they can possibly have.
I think that the only enlightened view that our Government should
seek to foster is that the Government should do everything within its
power to make our people as healthy and to give them, and to make

sure that they have purchasing power sufficient to purchase all the
means for a rich and abundant life.
May I continue with my affirmative statement?
The CHAIRMAN. Yes.
VOLUNTARY INSURANCE TOO EXPENSIVE FOR LOWER-INCOME GROUPS

Mr. LINDER. I

have had occasion to look at the operation of the

California Physicians' Service, which, as I understand, has been
presented here in the hearings before this committee as a sort of
model system for the Nation to follow. And I presume that the
Chamber of Commerce would regard the further cultivation of such
schemes as the California Physicians' Service as the model pattern
for our Nation to follow.
I find that the California Physicians' Service, after 6 years of
operation, reaches about 1 percent of the people of California.

NATIONAL HEALTH PROGRAM

2363

I note the testimony of Dr. Kelly, the secretary of the California
Physicians' Service, before this body on September 18, 19, and 20,
1944, in which he declared that lower-income groups did not buy the
contracts, obviously because the cost was prohibitive for them. He
testified that care for all the people would not be obtained unless they
are made to take it, which means some form of compulsion.
I note, upon examination of the California Physicians' Service, that
the contract which they have now would provide limited medical
service only for the employed member of a family of three, limited
surgical and hospital service for the other two members of such a
family, and that that would cost $6.30 per month, or $75.60 per year.
When it is realized that such a family might have to spend considerable sums for medical care not provided by the plan, it is obvious
that obtaining adequate medical care remains a heavy burden for the
low-income groups and for the majority of the people of the State.
It seems clear to me that the National Lawyers Guild is thoroughly
right when it comes to the conclusion that the difficulty with private
insurance is that it involves a small pool restricted to a limited group.
To protect the solvency of the fund, these private voluntary plans
are usually limited in protection to certain specified medical services,

excluding others, and are usually so expensive that they can be afforded only by well-to-do or high-wage earning persons and are too
expensive in cost to be serviceable for more than a small minority of
the American people.
Social insurance, which -involves distributing the risks over virtually the entire Nation, is clearly the cheapest and most effective
means of dealing with the problem. There is no reason why the
principles of social insurance, whicfr have been a demonstrated success in insuring against the risk of unemployment or old age, should

not be equally successful applied in dealing with the risk of sickness.
It seems to me, therefore, to say, as does the United States Chamber
of Commerce, that what we ought to do is just let's experiment some
more with voltmtary private insurance in the face of the results of the
experimentation which we have had; is to say that we should continue
experimenting with an obvious failure, because we really do not want
to deal with the problem.
STATE ACfION TOO SLOW

Now, there is another aspect to the Chamber of Commerce position
which I would like to speak about for a moment, and that is that the
Chamber of Commerce would not only evade the problem by letting
the problem be dealt with on a voluntary private insurance basis, but
they are very careful to complete the evasion and to make their evasion
most practicably effective by saying that if public action is taken, it
should be taken at the State level or at a lower level rather than the
Federal level.
I think that President Truman has completely blasted that kind of
a position when he said:
If we were to reiy on State by State action only, many years would elapse
before we had any general coverage; and meanwhile, health services would
continue to be grossly uneven and disease would continue to cross State boundary
lines.
85907--46-pt. 4----
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It is for these reasons that I agree with President Truman's conclusion that a-health fund should be built up nationally in order to establish the broadest and
most suitable basis for spreading the costs of illness and to assure adequate
financial support with doctors and hospitals everywhere.

And that leads me to the last thing I want to discuss in this supplemental statement of mine, and that is the supposed proposal which
has been presented here by Senator Taft in the Taft health bill, which
summarizes in concrete form what seems to me to be the clearest evasion
of the problem.
Senator DONNyL. Pardon me, Mr. Linder. I think it might be well
to mention that also Messrs. Smith and Ball are on that bill. They
have collaborated with Senator Taft.
Mr. LINDER. In the statement I have prepared and which I would

like to file, I am careful to note that Senators Taft, Smith, and Ball
have introduced this bill, Senate 2134; and that they have declared,
in introduction, it is "intended entirely to replace" the WagnerMurray-Dingell national health program-proposed national health
program.
I would like to spend just a few minutes summarizing the essential
points of a statement on the Taft bill, because I think that the Taft
bill should be considered in these hearings as the proposed alternative,
following the lines of the United States Chamber of Commerce's proposal, although I note that the Chamber of Commerce is not even
ready for the Taft bill yet.
They would like to postpone that into the unforseeable future and
after we have had a few more years of fuddle-duddle experimenting
with voluntary plans, which are obviously doomed not to meet the
problem. So the Taft bill, I suppose, goes further than the United
States Chamber of Commerce, or than the leadership pf the United
States Chamber of Commerce, which presents the statement here, is
willing to go.
TAFT BILL, S. 2143, REJECTS INSURANCE PRINCIPLE

A comparison of the Taft bill with the Wagner-Murray-Dingell
bill indicates that the prime feature of the Wagner-Murray-Dingell
bill is completely absent from the Taft bill. The prime feature of the
Wagner-Murray-Dingell health bill is the creation of a Federal system
of medical, dental, and hospital care, available virtually to every employed and self-employed person in the United States, and to all of his
or her dependents. The Wagner-Murray-Dingell bill proposes to vest
in virtuay every American the fixed legal right to medical, hospital,
and dental care, wholly without regard to whether the American has
or does not have "insufficient income to pay the whole cost of such
services" at the time when he or she needs them and wholly without
regard to whether the American involved has "low income."

Thus,

the Wagner-Murray-Dingell bill proposes, on insurance principles, to
give Americans the right to the care they need when they need it.
The Taft-Smith-Ball bill, on the other hand would provide Federal
aid to such States as provided medical and dental care to "families
and individuals with low income." The Taft bill would, indeed, provide Federal aid to States which adopted acceptable State programs
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for health inspection services and dental inspection services, but
actual medical and dental care would only be provided by the States
to the children and the families having "insufficient income to pay
for the whole cost of such services." Thus, the Taft bill is, in essence,
concerned with paupers and with people who if not paupers, are
unable to pay the full cost of medical and dental care when they need
it. The care to be provided under the Taft bill is care which is available only upon some demonstration of pauperism or insufficient income. It is not at all available as a matter of right. It is given as a
matter of charity in accordance with administrative determination of
need. No American under the Taft bill has any "right" to medical
care; at the most, if his State qualified for Federal aid, he might have
a right to medical relief if he could demonstrate poverty and inability
to pay for the full cost of the medical care needed.
Senator Taft has declared that his bill would "probably extend medical care to from 20 percent to 25 percent of the population." This is
because-presumably this is because-Senator Taft assumes that only
20 percent to 25 percent of the population is in a condition of pauperism or at least in the condition of having insufficient resources to meet
the cost of medical care. Yet a report of the American Medical Association indicates that, in 1940, families with income under $8,000
generally could not meet the cost of medical care. In 1941, 80 percent
of the American families had incomes of less than $3,000 a year; 50 percent had less than $1,950. Even in 1944, 60 percent of, the American
families had incomes under $3,000.
Senator Taft's bill thus ignores the fact that a substantial majority
of the American people-and not a mere 20 percent to 25 percentcannot meet the costs of adequate medical, dental, and hospital care.
If we start with this as the problem with which Congress should be
concerned, then the next question is whether Congress should attempt
to meet the need for medical care of the American people on a national
social insurance basis designed to give virtually all Americans the
vested legal right to medical care, or whether medical care should only
be provided on the basis of charity to the most pauperized elements
of the population, and then only on a State-by-State basis and subject
to the willingness and ability of the particular States to adopt a plan
acceptable to a Federal agency..
On principle, it is clear that the Nation as a whole is vitally concerned that all Americans should receive medical care when they need
it. In the fields of old-age insurance and unemployment insurance, our
country has advanced from the notions of Elizabethan poorhouse
charity to a conception of creating a system of vested rights to insurance benefits during periods of unemployment and in old age. The
Taft bill still clings to the outmoded approach of the Elizabethan poor
laws enacted in 1601. It is based upon a conception which must be
emphatically rejected.
IN)OMPLETM

BENEFITS UNDER TAFT BILL

The next point to be made with respect to the Taft bill is that there is
no assurance whatever that any medical, dental, or health care will be
provided to anyone under the provisions of the Taft bill. The Taft
bill appropriates money which Is to be given to the States provided the
States submit State plans. . There is no compulsion upon any State
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to submit a plan. A State may decline to submit a State plan or it may
submit a plan which is not approved. In either event, the Americans
resident in such State would be wholly without any benefit under the
Taft bill.
Nor is there any assurance that even the limited proposals of the Taft
bill will be put into effect immediately. For the Taft bill contemplates
State plans "designed and calculated by the end of (a) 5-year period"
to provide medical care "at a cost within the probable financial resources of the State with Federal aid."
The proposal for Federal aid is sharply limited. The States are
required to put up twice the amount of Federal aid. It is true that
the Federal contribution would be greater to the poorer States, but
this would only mean that the poorer States would have to. put up
more money because in every case the State would have to put up $2
for every Federal $1. Thus, if Mississippi received $2 per capita as

against New York's $1 per capita, Mississippi would have to meet the
Federal contribution by paying $4 per capita, while New York would
only have to pay $2 per capita.
This is not a formula contrived to help the poorer States. It would,
indeed, result in discouraging the poorer States. The Wagner-Murray-Dingell bill provides for a system of grants to States for medical
care of needy persons which is parallel to the prepaid health-insurance
program, but the Wagner-Murray-Dingell proposal would authorize
Federal grants of not less than 50 percent, and in the case of the poorer
States, as much as 75 percent of the total expended in any State. This
proposal is designed to help the poorer States and actually results in
medical benefits to needy persons.
Another point to be made with respect to the Taft bill is the
limitations upon the health care to be provided under the bill. It is
up to the State to determine what constitutes "insufficient income."
Insofar as dental care for children is concerned, this is to be provided
only where the children's families have "insufficient income to pay for
the whole cost of such services" and where the families are able to pay
in part, the plan requires the "collection of proper charges" to the
extent of ability to pay. This, therefore, is a proposal for dividing our
school children on the basis o'f the economic status of their parents,
which is contrary to the democratic concept of universally free education and equal treatment.
The Taft bill formulates no standards for what it describes as "insufficient income to pay the whole cost" of the medical services involved.
Each State would decide for itself what constitutes "insufficient income," or would leave it to its counties, towns, or cities to decide what
constitutes "insufficient income." Each State would decide for itself
what kind of investigations would be required. Each State would
decide for itself what would constitute "proper charges" to be imposed
upon persons "unable to pay in whole or able to pay in part" for

medical services received. Each State would decide for itself what
kind of medical care and what kind of dental care should be provided
for.
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INADEQUATE ADMINISTRATIVE PROVISIONS UNDER TAFT BILL

The Taft bill does not spell out administrative policies with respect
to-the nature of4thecare and services to he provided, nor is it con-

cerned with methods of administration. The detailed provisions of
the Wagner-Murray-Dingell health bill are wholly absent from the
Taft bill. The sponsors of the Taft bill are presumably satisfied to
leave all. of these matters to the States, and presumably they are
satisfied that the medical-professional people will be protected because they have .taken great pains to make sure that medical-professional people dominate the administration. Interestingly enough,
the Taft bill does permit a State plan to "include annual payments to
physicians practicing in areas which, without such payments, would
be unable to provide sufficient income to attract a practicing
hysician." Thus, "socialized medicine" proposals are satisfactory to
Senators Taft, Ball, and Smith, so long as they are limited to the
administration of medical care for paupers, or for those unable to pay
the full cost of medical care.
In comparison with the limited and restricted proposals of the Taft
bill, the Wagner-Murray-Dingell bill proposes not only substantially
complete coverage, but comprehensive services emphasizing preventive medicine, diagnosis, and early treatment of disease, with elaborate
provision for protecting professional people rendering services.
I submit that the Taft bill must be rejected. It does not meet the
problem of medical care of the people of the United States. Indeed,
it ignores the need for medical care on the part of the majority of
the American people. The Taft bill is solely concerned with paupers
and with those unable to pay the full costs of medical and dental care.
While unquestionably those who are impoverished should be provided with medical care, this care should be provided as part of a
system of medical care available to all Americans. The restriction
of governmental aid for medical care to the impoverished means that
such medical care is given only upon a demonstration of poverty. The
overwhelming majority of Americans who are self-supporting are
still unable to pay the unexpected costs of catastrophic or prolonged
illness, and it is not in the national interest to subject them to the
degradation of a means test and to make them demonstrate that they
are paupers, or are financially unable to meet the cost of illness before
they can receive the medical care which they need.
Furthermore, the restriction of governmental aid for medical care
to Federal grants to the States means that we must rely upon Stateby-State action, and that unless each State acts, its citizens receive no
benefit.

The disease and ill-health of Americans everywhere is a

matter of national concern, and it is thus in the national interest that
a national system should assure Americans everywhere the medical
care which they need, when and where they need it.

The Wagner-Murray-Dingell National Health Act meets the national need by creating a national system administered locally. It
provides the medical care which is needed without inquiry as to the
means of the recipient and upon the same basis of right as is applicable to unemployment insurance benefits and old-age insurance
benefits. The Wagner-Murray-Dingell bill, accordingly, should be
enacted, and the Taft bill should be rejected.
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I ask permission, Mr. Chairman, to file with your committee a

formal statement on the Taft health bill, which contains an analysis
of the Taft bill, and is followed by the discussion, most of which I
have just read.
The CHAIRMAN. It may be made a part of the record.

(The document referred to is in the appendix p. 3067.)
Senator DONNELL. Mr. Linder, I may say before asking you the

questions that I shall address to you, that I had come to the conclusion and I had so notified one of the gentlemen in the office of this
committee, that it would not be necessary to ask you to return for
further examination.
It developed, however, that I really was too late, and an arrangement had already been made by which your plans, I think, had been

made, and I think it is quite nice that you are here, and we are glad
to have you return.
As to the supplemental statement which you have made this morning, in the early remarks you made you mentioned that as a corporation lawyer, you do not regard the opinion expressed here by Mr.
Court this morning as representing the opinion of enlightened businessmen of the country.
That is the substance of what you said, was it not ?
Mr. LINDER. That is right.
Senator DONNELL. In the first place, I take it, Mr. Linder, as you

testified in your examination, you are a corporation lawyer and you
handle corporate interests particularly in the matter of unfair competition, I take it.
You are appearing, and did appear in your previous testimony, as
the representative of the National Lawyers Guild ?
Mr. LINDER. That is correct.

Senator DONNELL. Yes, sir.

Now, I understand that your statement which you have given to us
here with respect to the Taft-Smith and Ball bill, S. 2143, has not
been submitted to the national committee of social legislation or to

the national executive board of the National Lawyers Guild. It is
at this moment a personal statement but in your judgment it will
conform with the earlier statement presented to this committee, which
was on behalf of the National Lawyers Guild on S. 1606 and the
theories of that later bill?
Mr. LINDER. That is right.

I think that the statement on the Taft bill is the obverse side of
the shield which was represented by the affirmative statement on the
Wagner-Murray-Dingell health bilL
Senator DONNELL. Yes.
Mr. LINDER. All of the concepts of the National Lawyers Guild,
all the policies of the National Lawyers Guild which are in support
of the Wagner-Murray-Dingell bill, are violated by the fundamental
conception of the Taft bill, so that I feel entirely assured that the
National Lawyers Guild will be as unanimous in its disapproval of
the Taft bill as it was unanimous in its approval of the WagnerMurray-Dingell health bill.
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CORPORATE OPPOSIION TO S. 1606

Senator DONNELL. Now, Mr. Linder, in gagmg and estimating the

viewpoint which you take, I want to recall to your recollection that
although you mention here this morning you are a corporation lawyer
no
and that you so testify, when you were here before, and I havehave
desire to contradict your statement in the slightest, because I
no doubt it is absolutely correct-I read, however, at page 382 of the
text of your testimony;
I believe that the American Bar Association is dominated by lawyers who
represent large corporate interests in this country and who reflect the views of
the largest corporate interests in our country . Insofar as there are reactionary,
antiprogressive elements in industry, I think that the American Bar Association
is dominated by lawyers who express that point of view.

That is your statement?

Mr. LINDER. That is correct.
Senator DONNELL. In other words, Mr. Linder, while you have cororation practice, I understand that your view was when you testified
ere with respect to the testimony of Mr. Martin of the American Bar
Association, that you were protesting upon what you regarded as a
reactionary attitude of the American Bar Association, which, as you
indicated here in this testimony, you understood to be dominated, and
believed to be dominated "by lawyers who represent large corporate
interests in this country-and who reflect the views of the largest
corporate interests in our country."
I am correct in that, am I not
Mr. LINDER. That is right. I should like to make it clear that in my

judgment the corporate interests I represent are large but they are
not monopoly corporate interests. They are not among the big titans
of the country.
I think that the biggest financial oligarchs of the country speak
through the mouth of the United States Chamber of Commerce, or
rather, through the hierarchy that dominates that organization, and I
think they speak through the hierarchy which dominates the American
Bar Association.
I think on the other hand, that the National Lawyers Guild would
bespeak the interests of independent interests.
That is, of businessmen who have to struggle against the conditions
of business enterprise which are created by the big monopoly interests

of the country.

Senator DONNELL. Mr. Linder, I am not saying this critically at all,
but your attitude is, as I get it, that you feel that there is a hierarchy
that dominates, first of all, the American Bar Association, a hierarchy
that dominates the view of the United States Chamber of Commerce
and a hierarchy that dominates the view of the American Medical
Association
Mr. LINDER. That is right.
Senator DONNELL. And to quote your testimony, last April, page
383:
I think-

said youthat it is not accidental at all that the American Bar Association should echo so
completely the views of the organized hierarchy that dominates American
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medicine in the American Medical Association, and I think it is no accident at
all that the Lawyers Guild emerge as the champion of the people's rights and
needs in opposition to the American Bar Association.

That represents your view
Mr. LINDER. There is no question about that.
Senator DONNELL. And the point of view you take.
Mr. LINDER. That is right.
Senator DONNELL. You do not dispute at all, do you, Mr. Linder,
that the United States Chamber of Commerce does have the composilion described here by Mr. Court of some 23-or by Mr. Johnson, I
believe it was--composed of about 2,300 organizations chambers of
commerce, boards of trade, and the like, all over the United States
of America. You do not contradict that statement of fact?
Mr. LINDER. NO; I do not. I have no reason to contradict it.
Senator DONNELL. No. And you would not undertake to contradict the statement that the opinions expressed here by Mr. Court today were not as the result, as Mr. Johnson testified, of a questionnaire
or an inquiry made throughout the country of these various components and subsidiary organizations?
You do not contradict that statement of fact, do you?
Mr. LINDER. I have no,evidence on the basis of which I can contradict it.
Senator DONNELL. No, sir.
Now, Mr. Linder, you used, in your language, which, from your
point of view I am not criticizing, but you charged this organization,
the United States Chamber of Commerce, this morning, with evasion.
I take it you are not intending by that term to mean a dishonest
attitude, but that you are taking the view that they are trying to
evade the problem ?
Mr. LINDER. That is right.
Senator DONNELL. By some temporary expedient?

Mr. LINDER. Which they know or which they should have reason to
know will not work.
Senator DONNELL. Yes.In other words, you, without knowing who the members of the
United States Chamber of Commerce are, without having any reason
to doubt the correctness of the statements of Mr. Court or of Mr.
Johnson, undertake to say that in your opinion the expression on
behalf of those 2,300 organizations today does not represent the
opinion of enlightened businessmen of this country
Mr. LINDER. May I explain that, Senator Donnell
Senator DONNELL. Yes, sir. Certainly.
Mr. LINDER. I think that sophisticated men have come to know how
organizations work, and what organizations really are. These are
voluntary associations which elect officers and directors periodically,
and just as in the case of large corporations, the management of the
organization tends to be sort of self-perpetuating, and the management sets upa group which runs the organization.
The members of the organization are at a level which is substantially removed from the level at which the staff of the organization
operates.
The staff of the organization works closely with a few executive
heads.
They prepare material which is submitted to top governing bodies.
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We know those are the facts of life, and we know that the Chamber
of Commerce staff prepares material which is submitted to a few
people. Whether it is 10 or 20 or 100, I do not know, but it is a few
people, and the material is then sent out to a lot of people.
That is, to members, but whether the members as a whole have
really been consulted or whether the members as a whole have really
been given an opportunity to express themselves, whether the members as a whole are really being represented by what the staff says,
is something that I have a great deal of question about.
I think that the things which the United States Chamber of Commerce says does not necessarily represent the view of the thousands of
businessmen who are associated with the Chamber of Commerce.
As a matter of fact, there are frequently instances where the Cham-ber of Commerce or the National Association of Manufacturers work
out on the top-policy level policies which have nothing to do with the
desires or the wishes or the thoughts of their members.
The NAM, take a simple current example, has flooded the country
with a barrage of propaganda for the destruction of OPA, but there
are literally hundreds of thousands of businessmen in the United
States who understand that they would be ruined if price control
were ended.
And it would just be unrealistic to assume that the NAM was speaking for business.
I should like to point this out to you, Senator Donnell. I was very
careful in my opening statement. Immediately after I said that the
United States Chamber of Commerce's statement here today did not,
in my opinion, represent the views of the businessmen, or at least did
not represent the views of enlightened businessmen, I immediately offered a piece of evidence to you.
Senator DONNELL. Yes.

I want to come to that piece of evidence in

a moment.
Mr. LINDER. I offered that evidence immediately.
Senator DONNELL. Yes.
Mr. LINDER. Certainly, the intellectual climate in which such a.

statement as the United States Chamber of Commerce developed
really belongs in a different world of intellectual and social conception than the climate in which this very admirable statement of the
National Planning Association was developed.
I think that the United States Chamber of Commerce is dealing
with a conception which goes back to 1601. I think the National
Planning Association is taTking in 1946 terms.
Senator DONNELL. Now, Mr. Linder, that is very interesting and

informative, because it gives us your own background and your own
view from which you approach this problem. We are glad to have
your views, and everybody's.
In regard to the United States Chamber of Commerce, in the first
place, are you a member of the Chamber of Commerce yourself
Mr. LENDER. No.
Senator DONNELL. You are not.

Have you ever been a member of the Chamber of Commerce yourself?
Mr. LENDER. No.

Senator DONNELL. Have you ever served on any committee?
Mr. LINDER. No.
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Senator DowNML. That had anything to do with the Chamber of
Commerce?
Mr. LENDER. No.
Senator DowNEL . Well, now, I am not going to testify, because I
am not a witness, but I might just volunteer this, that I have. I have
served on the legislative committee of the St. Louis Chamber of Com.
merce. I was chairman of that committee, as I recall it, a good many
years ago, and while I appreciate the fact that naturally the president,
chairman of the board, and the board of directors, naturally have a
large bit to do in the preparation of the policies, yet I think there is a
sincere effort, at least in that organization, to try to find the sentiments
of the members.
For instance, Chairman Murray will recall only recently that a
questionnaire was taken of the members of the St. Louis Chamber of
Commerce on the subject of the Missouri Valley Authority, in which
Senator Murray is greatly interested, and has rendered great quantity
of work in the United States Senate, and it resulted in a close division
of opinion in the St. Louis Chamber of Commerce. It was defeated
by a very few votes, and there has been recently a strong agitation
for a retaking of the vote on that particular problem.
I cite that as an illustration of the fact that at least in that organization there has been an attempt, whether faulty or defective I cannot
say, for we are all human, but there has been an honest attempt to try
to get the sentiment of the members of that organization, and may I
say this further, in the form of a question: Is there any reason that
you know of why the officers of an organization, such as the United
States Chamber of Commerce, who have been selected because of their
outstanding nature, like Mr. Eric Johnston, Mr. Jackson, present
president, and Senator Hawkes of the United States Senate, and Mr.
Davis; is there aniy reason in the world you know of why they should
attempt to distort the opinion, change the opinion, represent the
opinion of the enlightened businessmen of this country to be different
from what it is ? Is there any reason why they would have an ulterior
motive to try to do anything like that?
Mr. LINDER. You are asking me to go into their motives. I must
decline. I do not know anything about their motives.
Senator DONNELL. All right.
Mr. LINDER. I do not know anything about their reasons, but I want

to make this point-Senator DONNELL. Yes.
Mr. LINDER. You stress the matter of the questionnaire.

As a lawyer, I am always wary of a questionnaire, because I know
how questions can be loaded.
Senator DONNELL. Yes.
I might interrupt to say that that is true.
Mr. LINDER. I know how they can be presented. I have been asked
to debate recently. I was asked to debate the proposition, "Resolved,
That the United States should create a system of socialized medicine"
and I asked the man who proposed that whether he was not asking me
to debate the proposition, "Resolved, That the Congress should enact
the Wagner-Murray-Dingell Health Act," and he said, "Yes."
I said, "That is not the question, because you have loaded that question so as to put me in the position of saying the Wagner-Murray-
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Dingell Health Act is proposed socialized medicine, and is not anything of therkind. That is one of the things we have to argue out."

Senator DONNELL. I think you are quite right in regard to the fact
that a questionnaire may be consciously or unconsciously loaded.
There has been reference in this testimony, and I do not recall whether
you gave it or not, but one or two witnesses referred to some questionnaire issued in Denver some time back.
I am not criticizing that. I do not know the language of it, but it
may easily be by a word here or there or a slight change in the language that the voter would vote entirely differently from what he
understood.
Mr. LINDER. Of course.

Senator DONNELL. But may I say this: Is it not your observation,
Mr. Linder, that generally speaking the membership in the organization, such as the St. Louis Chamber of Commerce, or the Chamber of
Commerce of the State of New York, and as I understand it, there
is one, of the State of New York, generally speaking, is composed
of intelligent citizens, and generally speaking such an organization
includes not only big business but a great multitude of the smaller
businessmen, too. Is that not true ?
Mr. LINDER. I do not know.
Senator DONNELL. You do not know ?
The CHAIRMAN. Mr. Linder, during the time Mr. Court was on the
witness stand I called his attention to the practice which prevails in
the chambers of commerce under which corporations will pack the
local chambers of commerce through multiple memberships.
For instance, a corporation will not have one or two members, but
will have all of its staff as members of an organization, and that way
have complete control of the local chamber of commerce, and have the
local chamber of commerce speak for their interests and not genuinely
represent the interests of the businessmen in the community.
I do not think anyone can dispute that practice. And thereby you
would have the chamber of commerce not really representing the
interests of the businessmen in the country.
Of course, in the city of St. Louis it may be possible that the small
businessmen there are pretty substantially represented in the organization, and in that way they were able, through a secret questionnaire,
to express their views m support of the MVA.
Senator DONNELL. Now, Mr. Linder-pardon me, Mr. Chairman,
had you finished
The CHAIRMAN.
Yes.
Senator DONNELL. Yes.

Mr. Linder, I have before me a copy of your Joint Statement on
Social Security by Agriculture, Business, and Labor, headed "National Planning Association."
In the first place, that is a joint statement by the agriculture, business, and labor committees on national policy of the National Planning Association, is it not ?
Mr. LINDER. That is right.
Senator DONNELL. May I say also, or ask you this: Do you not
know it to be a fact that this organization, the national planning
organization, has not yet expressed officially its conclusions as a national planning association on the question of whether or not health
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-or accident insurance of a compulsory nature is desirable, and are
they not yet studying it at this very time? Are they engaged in
studying on that problem now ?

Mr. LIND.
If you say so, I am perfectly willing to assume that.
Senator DONNELL. Very well.

Mr. LINDER. But I want to call your attention to the fact that the
statement I read contains a foreword by Mr. H. Christian Sonne.
Senator DONNELL. Yes.

Mr. LINDER.

Which, on the first page, says:

This statement on social security is the outcome of full and free discussion
by members of our three committees on national policy-agriculture, business,
and labor. It has been approved, as of January 10, 1944, by all except 2 of,the
59 members.

And, whatever the present deliberations of the organization with

respect to that piece of legislation are, the. statement does contain
what I subscribe to, what I regard as a very considerate criticism of
the inadequacy of voluntary insurance, and does indicate that 57 members of these planning committees, which would include the business
committee, whose personnel I read off, did agree that social insurance
was the way to solve it.
Senator DONNELL. Now, Mr. LinderMr. LINDER. I would like to also call your attention to another thing.
Senator DONNELL. Yes, sir.
Mr. LINDER. I notice that this statement contains a valuable discussion of the merits of national social insurance as compared with
. this piecemeal State-by-State action.
On page 12, the statement contains this very valuable summation:
A national social insurance program embracing those we have enumerated

above has many compelling advantages. It contributes to actuarial soundness
by spreading the risk over the widest possible area.

And they are talking here about old-age and survivors unemployinent and temporary and permanent disability insurance programs.
Senator DONNELL. They are not talking about compulsory medical
or health insurance?

Mr. LINDER. That is quite correct.
Senator DONNELL. Yes, sir.
Mr. LINDER. But they are making the point that they believe in the
nationalization or federalization of unemployment insurance, which
was the proposal of Senator Murray in the comprehensive socialsecurity bill of last year.
Senator DONNELL. Of course, the type of insurance to which you

refer is the matter of payment of cash benefit. It has nothing to do
with medical or health insurance.
Mr. LINDER. That is right.
Senator DONNELL. In the rendition of personal health-service benefits. I am right in that?
Mr. LINDER. That is right.

Senator DONNELL. Mr. Linder, I will not go into detail with you
about this. My understanding is that the National Planning Associatioa is yet engaged in a study of this problem. I may be in error, but
I think that is correct. We will be happy to have further information
from them, and we are glad to have this comment here.
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Mr. LINuER. I want to make it clear I was not presuming to speak

for the organization. I was simply citing evidence for a proposition
which I enunciated.
Senator -DoIwm. Very well. It has its value. I am not at all
questioning it, arid it certainly should be taken into consideration and
given careful study by this committee.
AMERICAN MEDICAL ASSOCIATION STUDY ON COSTS OF MEDICAL CARE

Now, one other thing, Mr. Linder: This is in your statement about

the Taft bill, and, by the way I am not prepared to cross-examine
you in detail on the Taft bill. idid not know you were going to testify
on that. I assumed you were coming in for further cross-examination.

That is perfectly all right, and we are glad to have your comments.
In the course of that testimony, you state this on the Taft bill:
Yet a report of the.American Medical Association indicates that in 1940,
families with income under $3,000 a year, generally could not meet the costs
of medical care.

I presume, Mr. Linder, that you are referring to a booklet put out

by the Bureau of Medical Economics of the American Medical Association, entitled: "Factual Data on Medical Economics," revised, 1940,

Am I correct in that?
Mr. LINDER. That is correct.
Senator DONNELL. The conclusion I draw from the table on the

page, 90, of that report, does not accord entirely with your observation
that it indicates that the report indicated in 1940 families with incomes under $3,000 a year generally could not meet the costs of medical
care.
I am going to ask the chairman if it is possible for us to print this
tabulation here in our report, to do so; otherwise, to see that a proper
description is given of it.
Mr. LTNDER. I would be glad to have you check this with me.

This tabulation of "Medical services and economic status," namely,
chart 39, appearing at page 90 of that report, is divided into columns.
Mr. LINDER. May I look at it?
Senator DONNELL. Yes, sir. Vertical and horizontal columns. I
will try to describe it as best I can. Those columns that are horizontal are four in number. The one at the top is marked "Above
$3000." And right across the entire chart are the words: "Selfsustaining-no special arrangements needed."
The next column is: "$3,000 to $1,500," which has to do with the
next horizontal column, and that is divided there under the following
heads, on the vertical column entitled: "For minor illness"; for that,
there appear the words "For the most part self-sustaining," which,
as I understand it, means for minor illnesses, for the most part, the
group between $1,500 and $3,000 are self-sustaining.
Mr. LINDER. That would be for colds or for an injury to a finger or
something that was not anything of a very serious nature; yes.
Senator DONNELL. I do not know just what their definition of minor
illnesses is, but it is in the vertical column entitled, "For minor
illness."
The next vertical column reads: "For major illness," and there appears this language for the $3,000 to $1,500, "Largely self-sustaining

2376

NATIONAL HEALTH PROGRAM

-but sometimes needing help.? I call your attention to the fact that
the adverb "largely" precedes the words "self-sustaining."
In the next vertical column, which is entitled, "For chronic illness," in the horizontal column which refers to those between $8,000

and $1,500 are the words: "More of an economic than a medical
problem." I will have to go further down. "More of an economic
than a medical problem."
And in the remaining two vertical columns, one of which is en-.
titled, "For institutional care" and the other "For prevention,"
grouping the entire group between $3,000 to $1,500 and "Below
1,500' are the words "These services can be provided by proper
coordination of existing agencies."
And then I will have to go back in my horizontal line "Below
$1,500" and state that "For minor illness" appears "Variable needs
for economic and medical assistance," and in the column entitled
"For major illness," in the group "Below $1,500," is "Most important

economic and medical problem group."
The last is the "Indigent" entitled "A community responsibility"
throughout the five vertical columns, "A community responsibilty."
Do you think I have reasonably correctly described that chart
SMr. LINDER. Yes.

Senator DONNEIL. That is the chart which you had reference to in

your testimony; is that right?
Mr. LINDER. Yes, sir.

Senator DNNELL. Yes, sir. Thank you, Mr. Linder.
The CHARMAN. Is that part of the record I
Senator DONNEIL. I would like to offer that into the record, if it

is possible to print it.
The CHAIRMAN. I do not think it is necessary to have it printed,

but just have it filed with the committee.
Senator DONNELL. I do not believe we can use this one. I think it

should be printed.

The CHAIMMAN. I mean, the entire document.

Senator DoNNEL. It is an awfully long document.
The CHAIRAN. Just file it with the committee.
Senator DONNEL. Yes.

I will file this entire document with the committee, and I will ask
that chart No. 39, which I have tried to describe, if possible, under
typographic limits, be printed in the record. (See next page.)
The CHAIRMAN. Yes.
Mr. LINDER. Senator Donnell.
Senator DONNLL. Yes.
Mr. LINDER. May I suggest that in connection with that document,

there be filed with the committee, Bureau Memorandum No. 57 of the
Federal Security Agency, Social Security Board, Bureau of Research
and Statistics, entitled: "Need for medical care insurance" published
in April 1944, which on page 11, discusses this report and points out:
Even in 1941 * * * when the per capita income reached its highest prewar
peak, 85 percent of American families had annual incomes of less than $3,000.

Senator DONNELL. Very well.

I have no objection to that being

introduced. Are you filing an entire document, Mr. Linder, or just
that portion I
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(The chart referred to is as follows:)
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Mr. LINDER. I think the entire document really ought to be with
the record of this hearing.
Senator DONNELL. Very well.
Mr. Lnwmm. Because it contains an admirable analysis of the needs
and ways of meeting the needs for medical care.
The CuLARMAN . If you wish to retain that, we will have the Social
Security Administration furnish us with the document. We have a

description of it.
(The document referred to is as follows:)
NEED FOR MEDICAL-CARE INSURANCE

BUREAU MEMORANDUM No. 57
(Federal Security Agency, Social Security Board, Bureau of Research and
Statistics, Washington 25, D. C., April 1944)
This memorandum has been prepared for the use of the staff of the Social
Security Board and for limited circulation to other administrative and research
personnel concerned with the subjects here treated. It has not been submitted
to the Board for official approval.
FOREWOBD

In its eighth annual report (1943) the Social Security Board said:
"Costs of medical care * * * are a peculiarly appropriate field for insurance provisions, since the problem does not lie in the average annual cost but in
the uneven and unpredictable incidence of a risk to which nearly all the population is subject. These costs, as well as losses of earnings, constitute an impor-
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tant direct factor in causing dependency.-'. Moreover, there is impressive evidence
that the barrier of currently meeting costs of medical care keeps many individuals
from receiving services which might prevent or cure sickness and disability and
postpone death. Frow the standpoint of the general welfare and of safeguarding
public funds for insurance, assistance, and public services provided in dependency,
the Board believes that comprehensive measures can and should be undertaken
to distribute medical costs and assure access to services of hospitals, physicians,
laboratories, and the like, to all who have need of them. For all groups ordinarily
self-supporting, such a step would mean primarily a redistribution of existing
costs through insurance devices. It should be effected in such a way as to
preserve free choice of doctor or hospital and personal relationships between
physicians and their patients, to maintain -professional leadership, to insure adequate remuneration-very probably, more nearly adequate than that in customary
circumstances-to all practitioners and institutions furnishing medical and health
services, and to guarantee the continued independence of nongovernmental hospitals" (pp. 37-38).
This document on Need for Medical Care Insurance presents a summary of the
basis for the Boards' recommendations. It is intended primarily for the Board's
staff, so that they may be informed on the underlying facts and reasons for the
recommendations.
This report was prepared in the Division of Health and Disability Studies, of
which Mr. Barkev S. Sanders is chief. It is the result of a cooperative effort by
various members of the staff.
I. S. FALK,
Director, Bureau of Research and Statistics.
APRIL 1944.
INTRODUCTION

In spite of our wartime prosperity, it is as true today as it was 5 years ago
that "there is no greater public need, from the standpoint of individual and
social security, than a comprehensive program to safeguard and improve the
Nation's health." War has only underscored the needflr planning.like that4proposed to Congress by the*lresident in 139: "to put science to work so that,
within the limits of present knowledge and potential resources, all of the American people will have the greatest possible opportunity to live out their lives
in health and vigor, free to the maximum degree from the unhappiness and the
economic burdens that result from sickness, disabiltiy, and premature death"
The need for a change in the present methods of distributing the costs and
losses resulting from sickness is revealed by the amount of illness, the unpredictability of its occurrence and its costs, the uneven and burdensome distribution of the costs, the effect of income on ability to purchase medical care, and
the gaps between services received and services needed. The possibility of progress in this field is shown not only by experience in other countries but also by
our own experience and our actual and potential resources for better medical
care.
Nearly every individual in the population needs some medical attention in the
course of a year, preventive if not curative. Under an adequate program of
health conservation, there should be, in addition to community public health
services, a substantial volume of preventive services, such as periodic health
examinations and immunizations-vastly more than we have. In addition, some
individuals will require occasional medical services Or care in the course of a
year; others may need much care over a protracted period. To bring about that
level of national health which the United States can and should achieve, concerted and deliberate steps should be taken to prevent sickness, to reduce the
prevalence of chroni, and neglected illness and defects, and to mitigate the
severity of illness and disability by early and competent diagnosis and treatment.
I. BARRIERS TO ADEQUATE MEDICAL SERVICE

The specific measurement of needs will be discussed in succeeding pages. The
discussion will reveal the many barriers to adequate provision of health services
and medical care which exist today. Some of these barriers are inherent in the
nature of sickness; some result from present methods of meeting the costs and
losses of sickness; some represent the lag between medical knowledge and appliANumbers in parentheses refer to reference list at end of monograph.
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cation or distribution of that knowledge. The principal observations may be
summarized at this point:
1. The unpredictability of the individual case of illness, in nature, occurrence,
duration, and severity, which leads to the unpredictability of the variety, amount,
and cost of services and makes individual budgeting difficult or impossible for
families of modest means.
2. The neglect of preventive measures and consequent increase in serious Illness.
3. The inability of a large proportion of the population to pay for adequate
medical services under the traditional method of payment through fee-for-service
at the time the services are needed.
4. The competition between doctors' bills and other costs of medical care, such
as hospital bills, which may result in the doctor's receiving little payment, if any.
5. The hesitance of physicians to propose consultations with specialists or to
recommend needed hospitalization, laboratory tests, and other services because
they know their patients cannot afford to pay for them.
6. The inability of many in low-income families to obtain hospitalization except
for extremely serious conditions or emergency treatment, and that only in certain
communities.
7. The inability of the smaller and less prosperous communities to provide
adequate hospital and health facilities from their own resources. "
8. The consequent reluctance of the younger physicians to settle in places where
they lack easy access to the facilities required by modern medicine, which they
have been trained to use.
9. The necessity for specialists, in particular, to locate where hospital and
laboratory facilities are available.
10. The long and expensive training of practitioners and the complexity of
modern medical service which make costs high and emphasize the need for increased efficiency and economy in the methods of providing the services.
11. The ,need of professional persons to make a decent living which causes
them to concentrate in cities and leads to overspecialization because of the larger
Incomes of specialists.
12. The inability of many physicians to get away for postgraduate work or
even for refresher courses, with the result that they do not keep up with new and
more effective methods of treatment.
n.

MEASUREMENT OF NEEDS

Despite great improvements in death rates, there is still a vast amount of
preventable sickness. There is also much illness we do not know how to prevent
but could reduce in duration, severity, or in its consequences, through adequate
and timely medical care.
Amount of illness
The extent to which defects and incipient or unrecognized Illness are found
In a group depends in part upon the intensity of the search made, as well as upon
the type and duration of illness considered. With careful reporting, many surveys (2) have shown that the illness rate averages about one case per person a
year, but even this rate omits most minor illnesses and undiagnosed conditions.
For example, intensive studies have recorded as many as three or four "colds"
alone per person per year.
Not all illness disables, that is, keeps a person from his ordinary work or other
routine. An estimate of the prevalence' of disability fpr the entire
population
Indicates that, on an average day of the year, about 7,000,000 persons are disabled'
by sickness. Of these, about half have been disabled for less than 6 months; the
remainder for longer periods.
Almost half of the 7,000,000 people disabled from illness on any day are "in the
labor force," that is, when they are well, they are either employed
or look for
work. Much less than a tenth (perhaps nearer a twentieth)
of
the
disabling
illnesses among persons who are in the labor force are due to work-connected
accident and disease. Nearly all the rest represent various types of nonindustrial
sickness or accidents.
daPrevalence of illness refers to the number of cases of illness in existence on any given
da . Incidence of illness refers to the number of illnesses that occurred during a specified
Period. Duration means the length of time an illness last-days, weeks,
months, or year.
conducted
by Health
making Service
use of the
reports of the National Health Survey
() (8)
hi estimate
prepared
by was
the U.
. Public
in 1935-86,
and other data.
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Disabling iUness.-Young children and old people have the greatest amount of
illness, but the illnesses of childhood are relatively short while those of old age
are longer than the average. Late adolescence and early adulthood are the
healthiest ages. Age differences in disabling illness are shown for all illnesses
and for two broad classes of disease by the following tabulation (4: p. 176):
Disabling illnesses Iper year per
1,000 persons

Age groups

All
disa
diseases

Al ages--

..---........................--------...--

Under 15 ..-......----..
--------........
..-...--......--.--......
15 to 24..- --..
--..-----------....-.--....--......---......
25 to 64 --.. ----....--..---..--..--......---..-...--..--......

5 and over---......------..................----........--

Oommnni"Degene,eable
native"
diseases I diseases

..

171.4

30.3

14.4

...

224. 6
128.8
149.6

105.4
12.4
5.0

3.
3.4
150

275. 6

2.3

86.4

SDisabling 7 days or longer.
2 Includes measles, scarlet fever, whooping cough, mumps, chickenpox, and diphtheria.
I Includes cancer; diabetes; paralysis due to cerebral'hemorrhage and other causes; diseases of the heart,
arteriosclerosis, and high-bloed pressure; other diseases of the circulatory system, exclusive of hemorrhoids
and varicose veins; nephritis and other nonvenereal diseases of the genito-urinary system, exclusive of

diseases of the female genital organs.

For a long time, public attention has been focused on the communicable diseases. The so-called degenerative diseases which are characteristic of advanced
ages and are usually long-continued or chronic in nature have been largely
neglected. But the seriousness of chronic disease has become increasingly evident
from many special studies and surveys. At a given time, probably one person
out of five in our population is afflicted with some chronic disease or major physical impairment or defect needing medical attention (5).
Unrecognized illness.-Much sickness escapes enumeration in mass studies
or even recognition by the sick person and his family. The man who dies unexpectedly from heart disease was ill in the preceding months or years though he
may have considered himself well and have been so reported in a canvass of illnesses made a day, a week, or a month before his death. Only by thorough
medical examinations, in which the physician's skill is supplemented'by special
laboratory tests, can the extent of illness or need for medical care be ascertained.
For example, many persons have cancer for months or even years before they
are aware of it. Often no diagnosis is made until the disease has become far
advanced. A substantial number of cases remain undiagnosed until cancer has
<caused death. Among the first 3,000,000 young men who had selective-service
examinations (6, p. 35, table 7), growths which were definitely malignant were
found in an average of 2 per 10,000. An additional 25 per 10,000 had tumors
not specified as nonmalignant. Most of these men had no previous knowledge
of their condition. This and other evidence suggests that the number of persons
with cancer must be larger than a recent national estimate of 500,000 known
cases, which was made by applying to the whole population the proportion of
persons under medical treatment for cancer in certain cities where intensive
studies have been made (7). Similarly, X-ray examinations of large groups of
presumably healthy adultsjave shown that usually from 10 to 15 persons in every
1,000, according to the characteristics of the group, were suffering from incipient,
moderate, or advanced tuberculosis of which they were unaware (8).
Neglected diseases and defects.-Intensive examinations cast lfght on the vast
amount of neglected il health and physical defects. For example, examination
of nearly 150,000 young people under the out-of-school work program of the National Youth Administration indicated that "while only one-third of the youth
were limited in their employability, about nine-tenths of all the youth examined
had 6ne or more 'health defects.' This is shown by the number of youth for
whom the examining physicians and dentists recommended some sort of medical
or dental service." Two-thirds were "fit for any work or athletic activity," 30
percent "had health defects which limited their employability to some degree."
Three percent were found to be "either temporarily or permanently unfit for
NYA employment" (9).
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Examination of Farm Security Administration borrowers showed significant
prevalence of defects among low-income farmers. In a representative sample of
some 6,000 white persons and 1,000 Negroes, one or more "physical defects"
worthy of note were found for 96 percent of the white group and 97 percent of the
Negroes. Forty-si percent of the white group and 41 percent of the BWees
had 4 or more defects.
These statistics could be closely paralleled by similar findings among industrial groups. For example, the examination of employees of the Pullman Co. in
Chicago for 1924 and 1940 showed the following classification, despite the fact
that from 1925 to 1940 the company had rejected 10 percent of the 5,227 applicants
for employment because of physical defects (10).
Percent
Physical fitness rating
1924
A (good physique)---.............---------------------------

-------...-------

1940

25

18

25

35

B (minor defects, etc.)---------------.........----------------------------------

44

D (defects, etc.)......--------.....................------------------------E (unfit or work) ..---..----------.------------..------------------------..

5
1

--------.........---................------......------..............................0 (defects, etc.)......

41
5

Results of selective-service examination.--About half of the first 3,000,000
young men examined were rejected for general military service (6 p. 6), though
they were at an age when physical vigor and development are presumably at the
highest level. The extent of defects and handicapping conditions among the
general population is suggested by the rise in rejections from 42 percent for men
aged 22 years to 86 percent for those aged 37. Many of those admitted for military service had minor defects. The best medical opinion is that many defects
among both rejected and inducted men could have been prevented or corrected
or at least lessened by timely and adequate medical or surgical attention. The
nature of the defects shown in the following tabulation illustrate this point:
Principal causes of rejection

Percent
100

All causes-----------------------------------------------Teeth---------------------------------------

Eyes--------------------------------------------.

----

-

16

12

Mental and nervous-------------------------------10
Cardiovascular [heart and blood vessels]--------------------------10
Musculoskeletal [muscle and bones]..-------......
.
-------------9
Hernia-------------------------------------------6
Venereal disease
----------------------------------6
Ear, nose, and throat-------------------------------------Tuberculosis, lung diseases-------------------------------------4
Educational deficiency -- --------------------------4
Feet ------------------------------3
Underweight ..............---..----------------------------8
Other...----------------------------------- 12
Defects of the teeth are largely remediable. Venereal diseases are preventable
and, if treated early enough curable in a very large percentage of cases. The ill
effects of hernia and of underweight can be largely avoided by eatly remedial
treatment; so, to a lesser extent, can defects of the heart and blood vessels, tuberculosis, and other lung conditions.
The prevalence of preventable or remediable defects may be regarded as a
measure of the inadequacy of the care received in infancy and childhood. Public
surprise and disappointment at the results of the selective-service examinations
probably reflect the common failure td distinguish between our large and increase
ing powers to preserve health and our more limited application of the available
knowledge and skill.
linorease in illness as income decreases.-The amount of illness is not uniform
throughout the population; the prevalence and the incidence of illness vary not
only by age but by sex, race, income level, and other factors.
SUnpublihed data of the Farm Security Administration.
85907-46-pt. 4--

1
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In the homes of the poor, sickness comes oftener and lasts longer than in the
homes of the well-to-do, and death comes earlier. The chance for health and even
for survival is far less among low-income groups than among families in moderate
or comfortable circumstances (11). Much of the cost of dependency which results
from this association of sickness and poverty is borne by the whole population.
The greater concentration of disabling illnesses among the lowest income groups
is shown below. The illustration covers age group 15-64 and represents disabilities lasting 1 week or longer (12).
Dayse of disablity per
Annual family income and relief status:
pwenm'sr year
Relief.--------------------------------------------------.
16.0
Nonrelief:
Less than $1,000----------------------------------11 6

$1,000 to $1,499----------------

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

7.9

$1,500 to $2,999-------------------------------------6.9
6.7
------------------$3,000 or more-----------The wage earners in families with annual incomes under $1,000 have more than
twice as many days of disability a year as have those whose family incomes are
$3,000 or more.
Unpredictabilityof illness and costs
Sickness rates are averages. They conceal the difference between group and
individual experience. The average may forecast reliably how much sickness
will occur among a thousand or a million persons, but it gives no forecast for
the individual One person may go through the year with no illness; another
may have two, three, or more. The illness of one may be mild and brief; of
another, severe, long, and incapacitating. For example, studies (13, p. 54) made
a decade ago indicated that, in the course of a year, in a group of 1,000,000 persons, the approximate incidence of illness is as fteows:
470,000 will suffer no serious illness.
320,000 will be sick once.
140,000 will be sick twice.
50,000 will be sick three times.
20,000 will be sick four or more times.
Variations like these recur year after year; but no one can anticipate whether
his family will be the one to go through a year with little or no illness or will
be heavily burdened by sickness.
These large variations in the occurrence, duration, and severity of illness
among individuals cause similarly large differences in their need for medical
services and in medical costs. As medical science advances, there has been
great increase in the variety of necessarily costly special skills, laboratory techniques, and hospital services and therefore in the-,range of medical costs for
adequate modern care.
Unlike costs of food, shelter, or other necessities, these costs cannot be
budgeted by the individual family because the need for care and the amount
required to pay for it cannot be foreseen.
A family, if it wishes, can ordinarily determine how much of the pay check
will go for rent, clothing, or food, and of what remains how much for upkeep
or purchase of a car, recreation, education of the children, and other desires in
family living. Household expenses may, for example, be reduced in order to
buy a car; the family income will usually determine whether it is a Ford or a
Lincoln.
No one, however, can decide in advance what the year's costs of sickness will
be or whether the sickness bill will be of Ford or of Lincoln magnitude. Unexpected pneumonia, chronic appendicitis which suddenly becomes acute, an
ear infection which develops into mastoiditis, a serious accident-these and
many other situations may require any amount from a month's pay to a year's
income or more. Life savings may be exhausted, debts may dog the family
for years, plans for buying a home or paying for a college education may be
scrapped. The burden of high medical charges is particularly heavy for lowincome families, because food, shelter, and clothing take most of what they
earn. An expensive illness has wrecked many a family's solvency. The records of charitable and welfare organizations are full of cases in which a long
and expensive illness, especially when it strikes the breadwinner, has caused
family break-down and dependency.
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Uneven distribution of medical costs
An example or two from the many and detailed studies in this field illustrate
the extent of the variation in family bills for sickness.
Among the 8,581 families studied by the Committee on the Costs of lMedical
Care in 1927-32 (13, p: 305), 58 percent of the families incurred only 18 terit
of the total charges reported in a year, while upon 10 percent of the families fell
41 percent of the total charges:
Percent of
miles

Total annual charges per family

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

.------------...........................................

Percent of
total
charges

100

100

8
32
10

18
41
41

Less than $60--------------------------------.
----------.............
$60 to $250------------------------------------------------.........
...
....
$250 or more-..-------..------- -------------------.....--.---...--..---...--

In a study of 2,157 urban California families during a 3-month period in 1934,
"charges of $60 and over constituted 60.3 percent of the total, but only 10.9 percent
of the families were responsible for their payment. Likewise, 3.3 percent of the
households of the totally unemployed incurred 46.5 percent of the charges reported
for this group" (14). Studies of representative communities in the United
States made during a 12-month period in 1935-36 by the Bureau of Home Economics, Department of Agriculture, and the Bureau of Labor Statistics, Department of Labor, reveal the same uneven distribution of costs (15).
Gaps between needs for .care and services received
There is a broad general correlation between income and the extent to which
people receive or go without care in time of illness. This correlation is illustrated
both by the relation between income and the amount pf medical care purchased
and also by the extent to which people in low-income groups suffer illness with
no care at all.
Relation of income to the purchase of medical care.-Although low-income
families have more than average amounts of illness and greater and more frequent
need for care, they receive far less medical service than the well to do. One
illustration of many which might be cited is provided by the following tabulation
showing the differences in the volume of three important types of services received
by families at different income levels studied by the Committee on the Costs of
Medical Care in 1928-31 (13, p. 283):
Services received per 1,000 persons
Income classes
Physicians'
calls

Less than $1,200

--..--------------------..-------..
...--.....--..---

$1,200 to 2,000 ......................................................
$2,000 to $3,000--..--------------------....

--.....-

-.......... ..-

$3,000 to $5,000-----------------------...--..-----....
-..----------$5,000 to $10,000....................................................
$10,000 or more-..--...---- ----------............................

Days of
general
hospital
care

De
Dental
care
(cases)

2,194

928

118

2 293
2, 548

667
757

185
248

3,049
4,066
5, 481

604
840
1,201

309
446
622

SIncludes all home, office and clinic calls of physicians, and health examinations, including well-baby
care, immunizations, and refractions.
SFor individuals aged 3 years and over.

Families with incomes of $10,000 or more received more than twice as many
physicians' calls as did those in the three lowest income groups and over a third
more than those with incomes of $5,000 to $10,000. They also received many more
days of hospital care. The hospital care reported by families with incomes of
less than $1,200 undoubtedly represents much that was free. Families in the
highest income group received from two and one-half to five times as much dental
care as did those in the three lowest income groups.
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If low-income families were able to pay for all the care they need, the volume
of service they receive should exceed that received by the well-to-do since lowincome families have more sickness and more serious sickness. Families with
low incomes not only receive less care but, of course, ordinarily spend less for
medical services. In over two-thirds of the families with incomes of less than
$1,200 studied by the committee on the costs of medical care the annual charges
amounted to $40 or less, and only a tenth incurred charges of $100 or more.
Among families with the highest incomes, on'the other hand, barely a tenth fell
into the group who incurred charges of $40 or less, and over four-fifths (84.2 percent) had charges of $100 or more (13 : p. 289).
The relation between income and expenditures is even clearer when the charges
per person, rather than per family, are considered. More than twice as much was
spent per person in families with $2,000 to $3,000 as in families with incomes
below $1,200. Charges incurred by families with incomes of $10,000 or more
were $115.12 per person, as contrasted with the $10.57 per person incurred
by those in the lowest income groups (1S : p. 292).
Nevertheless, though spending less in dollar amounts, low-income families
usually spend a greater proportion of their incomes on the costs of sickness than
do the well-to-do and the wealthy. This situation, which was revealed in the
committee on the costs of medical care studies,- is also brought out by more recent
inquiries (16). The following tabulation presents the estimated average medicalcare expenditures during 1941 of all families and single consumers, and the percent of income spent for medical care,, by money income group and type of community in the United States:
Average medical-care expenditure, Janurary to
December 1941
Money income group I

Urban a
Average
spent

Less than $500...------........--...--.........-$500 to $999........--....-------........--

..---...---

..--.

-----1,000 to $1,499-...............................
S1,500 to $1,999.....--.--...--..-..
-----.-------..
-

$2,000 to $2,499.....-----......--

$2,500 to $2,999 ...................

..--..--...--.-.....---

--.......

....---. .---.---$3,000 to $4,999 -----..... ..---$5,000 to $9,999 -----...----------......--.--.....--.--

Percent of
income

$26
32

58
77

96

115

153
236

Rural nonfarm

.

Average
spent

Percent of
income

8.3

$24'

82

4.3

51

9

4.7
4.4

4.3 12
4.2 J

4.1
.
3.8 .....

70
85

7
&0

4.3
.3

162
*3.5
............

I Represents annual income for Janjary to December 1941.
2 Data smoothed mathematically to eliminate random errors introduced by small sample.
* Relates to income group of $3,000 or more.

Illness without medical attendance.-The percentage of illness which is*without medical attendance declines steadily as income rises. For. example, among
the families studied by the committee on the costs of medical care (4: p. 113),
37 percent of all illnesses (disabling and nondisabling) reported by families
with less than $1,200 had no medical attention, while among families with incomes of $10,000 or more only 12 percent of the illnesses were unattended. For
disabling illnesses, nearly four times as many in the lowest income group went
without medical attendance as did those in the highest income group (29 percent
as against 8.5 percent)."
In their study of conditions in California, Dodd and Penrose (17) found that
in 1934 "less than 60 percent of the people in this State who are in need of medical
care are receiving such care. Only 56 percent of those with incomes of less
than $3,000 a year-including almost 90 percent of the total population of the
State-are receiving the care that is needed. Among those with incomes of
$3,000 or more * * * 18 percent who have reported a need are going without
the required services * * * inadequacy of care is most acute among persons
SIn all comparisons of illness rates among the different economic groups one must not
lose sight of the large volume of undiagnosed illnesses in the population. The greater
extent of such illnesses among the low-income groups who receive much less medical attention must be taken for granted. Therefore the greater illness rate among low-income groups
as revealed by numerous studies based upon self-reporting probably understates the actual
difference.
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in rural districts, where almost one-half of those with ailments remain unattended."
A study of 1,250 persons in 308 low-income families in Arkansas (18) illustrates the lack of medical care in rural communities. In the lowest income
group (family income less than $250 per year), 85 percent of the reported illnesses
were unattended by a physician. Even among those in the highest income group
(family income $2,000 or more) 61 percent of the illnesses received no care from
physicians. This and many other studies indicate that people in small towns and
rural areas receive less hospital and nursing care than residents of the larger
cities.
These findings conform to the general conclusions reached by the Bureau of
The
Medical Economics of the American Medical Association in 1939 (19).
Bureau stated that families with incomes of less than $3,000 sometimes require
outside assistance in the case of major illness, while those with incomes below
$1,500 may need special assistance even for minor illnesses. Even in 1941 when
the per capita income reached its highest pre-war peak, 85 percent of American
families had annual incomes of less than $3,000. It is not surprising, therefore,
that many illnesses received no care.
Need for earlier care.-Another indication of greater inadequacy of medical
care in rural areas appears from recent statistics on care at childbirth (20).
In cities with populations of 10,000 and over in 1942, only 3 percent of the live
births were not attended by a physician; in rural areas the percentage was 14.
There is an even greater contrast in the care of white and- Negro women. Only
3 percent of the white infants were born without a physician in attendance; 45
percent of the Negro births were attended only by midwives or other nonmedical
persons.
There are like differences in prenatal care. It is, therefore, not surprising
that the maternal mortality rate (number of maternal deaths per 1,000 live
births) and the infant mortality rate are higher among rural groups than among
urban groups, and much higher among Negro groups than among white groups.
In 1941 (later figures are not yet available) maternal mortality was a third
greater in rural areas than in cities with populations of 25,000 and over (21).
In 1942 the Nation-wide death rate for Negro mothers was more than twice
that for white mothers (20). In 1942 there were 21 States in which the death
rate among Negroes was more than twice the rate among white people and, in
four of these States, Negro rates were more than 3 times (22) the rates for
white women.
In 1942 infant mortality was 43 per 1,000 live births in rural communities
and 34 in cities with populations of 100,000 or more. The country-wide rate was
87 for white babies and 64 for Negro infants (23). In Harlem (a section of
New York City predominantly Negro), Infant mortality rates in certain health
areas were 60 or more during the period 1989-41. During this same period there
were other city health areas (predominantly white) with rates of 12 and 13 (24).
The partial conquest of tuberculosis, once the "great white plague," is a
source of great pride in accomplishment. Its persistence is due largely to inadequacies in care, especially for economic reasons. Early detection of the
disease and early treatment are extremely important. Nevertheless, only 13
percent of the patients with pulmonary tuberculosis admitted to tuberculosis
sanatoria are in the early stage of the disease (25). Thirty-two percent are
moderately advanced at admission and more than half--5 percent-are far
advanced. Early detection and treatment of tuberculosis means a saving not
only in lives but also in costs of medical care and loss of wages. Ignorance of
the seriousness of their condition probably deters some people from seeking care.
Fear that the doctor may tell them they have tuberculosis probably delays others.
For a large proportion, however, the chief reason for delay is undoubtedly
economic. The tuberculosis death rate is generally highest in the States where
facilities are least adequate and programs for tuberculosis control least developed.
The difference between white and Negro rates is even more pronounced in
tuberculosis than in maternal and infant mortality. In 1942 the death rate
from tuberculosis among white people in the 'United States was 34 per 100,000
Population; the rate for nonwhite persons was 94, almost three times as high
(26). In two predominantly Negro areas in Harlem the rates over the years
1939-4 were 303 and 292. In contrast, in one predominantly white area no
tuberculosis deaths were reported, and in another the rate was 4.
It has been estimated that "ideal application of present knowledge of control
would reduce the cancer mortality rate by 25 percent" (27). Intensive studies
conducted since 1937 by the National Institute of Health show that
a large
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proportion of the persons reported to institute investigators as having suffered
from cancer had been under treatment for less than a year, and in some cases
the diagnosis was made only at the time of death. The disease usually was
moderately advanced by the time treatment was commenced (7: p. 39).
Inadequacy of care.-Unless it is assumed that the well-to-do receive too
much service, the records from various studies show that the poorer groups
receive far too little. A more explicit approach to this problem can be made by
comparing the amount of services received with some quantitative standard
of adequate care. The Lee-Jones standards (28), developed about 10 years ago,
reflected the best medical opinion then available as to what was necessary for
"good medical care." In the intervening decade medical opinion has undergone
many changes, but there has been no reason to challenge the fundamental validity
of the Lee-Jones standards except, perhaps, for their conservatism. In relation
to these standards, even people in the upper income brackets ($10,000 or more)
do not receive all the service which professional judgment considers desirable.
Since low-income families suffer more illness than the well-to-do and receive less
care, the gap between volume of care received and needed widens as income
declines.
The following tabulation disregards income and compares the total number
of services of various types actually received per 1,000 persons with the number
which should have been received, according to the Lee-Jones standards (13:
p. 124) :
Rates per 1,000 persons
Types of service

Cases hospitalized in general hospitals (1 day or longer)--......-----.-------.....
.--------------.. -------..------------Days of care in general hospitals --..-.---- - - -- --- - - - - - - - - . - -- Home, office, and clinic calls (physicians) *..- - -.-...-...
--..
---------------..-----..Dental care (persons over 3 years of age)..------...
--------------------------...........
Health examinations 4.-----------..........
Immunizations ---....----.------... -------------..-----------------------------Number of refractions or glasses .....---------------------------......------..---

Services
received
(family
survey) 1

Services
required
(Lee-Jones
study)

59
746
2,391
241
82
59

107
1,385
5,650
1,000
942
186

42

175

I Data on all incomes were weighted for the several income classes according to the proportions presumed
to obtain in the United States during the period of the study, 1928-31.
' Includes all hospitals except tuberculosis sanatoria and mental-disease hospitals.
a Excludes well-baby care rnd, when no illness is involved, health examinations, immunizations, dental
and eye cases. Includes minor nondisabling illness.
* Includes well-baby care.
* Includes service whether or not accompanied by illness.

Hospitalization as judged by the Lee-Jones standards was received by only
about half the cases which needed it. Cases in general hospitals, received only
about half as many. days of care as they should 'have had. Doctors' calls-home, office, and clinic--were less than half the number there should have been.
Only about one-fourth of the people who needed dental care received it. Less
than a tenth of the necessary number of health examinations, barely a third
of the requisite immunizations, and less than a fourth of the needed refractions
or glasses were given.
Only a fraction of the cases of illness which required X-ray services and
laboratory procedures received them. While undoubtedly some of these services
were included in a flat-rate hospital bill and omitted in the count of specific
services received, the difference between services received and services needed
was far too great to be ascribed to this procedure.
Have we any direct evidence that volume of service is greater when the
economic barrier has been removed? The preceding discussion surely indicates
that costs are responsible in large measure for the differences between services
needed and received. This conclusion is fortified by the experience of a group
of people who received their medical care through a plan which freed them from
paying for services at the time they were received.
Studies of prepayment plans for medical care reveal that the groups of people
who belong to them receive more care from physicians than any groups surveyed
by the committee on the costs of medical care, except possibly families with
incomes of $10,000 or more. The prepayment plans studied show from 4.7 to
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13.9 clinic and home visits per eligible member per year.' A more detailed study
of one prepayment plan which reported 5.7 clinic or home calls per eligible member per year shows that 4.6 were physicians' calls; the others consisted of clinic
visits for X-ray, laboratory, or other special services. This 4.6 average surely
presents evidence of more care than that received by the members of families
with less than $1,200, studied by the Committee on the Costs of Medical Care,
who averaged only 2.0 home or office visits in a year. It is better than the care
received by families with incomes of $2,000-$2,999 who had 2.5 home or office
visits per person. The 4.6 average is even slightly better than the average of
4.2 home or office calls received by the members of families with incomes of
$10,000 or more (29).
Maldistributionof resources

The adequacy of personnel and facilities for medical care in any given area
is almost always closely correlated with its economic resources. The war has
increased relative inadequacies in many areas where previously too few physicians, dentists, nurses, hospitals, and other health agencies and organizations
were available.
Number and distribution of physicians.-Before the war, the United States
as a whole was well supplied with physicians. In January 1942, according to
statistics prepared by the American Medical Association, the total was about
176,000 (30), or, on a peacetime basis, approximately 1 physician to 756 in the
population. This country-wide average conceals wide variations from region
to region and State to State and among counties within the States.
New York State had 1 physician to 483 persons at the beginning of January
1942; Massachusetts, 1 to 534; California, 1 to 559; and Illinois, 1 to 629. In
Oklahoma, on the other hand, the ratio was 1 to 1,023; in North Dakota, 1 to
1.234; in South Carolina, 1 to 1,331; and in Mississippi, 1 to 1,432.8 These State
ratios conceal large differences in the availability of physicians in different
localities; even before the war some counties had from 3,000 to 5,000 people
to each doctor, and a disproportionate share of the rural physicians were relatively old men.
A study made by the Public Health Service in 1941 showed (31) counties in
which there was only one doctor under age 65 to as many as 6,000 to 8,000, 15,000,
and, in one county in New Mexico, as many as 20,000 persons. These are "worst"
examples; but in Mississippi, Alabama, and South Dakota, the "best" counties
had more than 1,000 people to each doctor under age 65 (31). The heavy recruiting of younger physicians for service in the armed forces has aggravated
the prewar situation.
In spite of accelerated medical training, the situation after the war in many
areas may be no better and probably will be worse than it was before the war.
Undoubtedly the Army and Navy will need about 12,000 physicians to care for
a contemplated peacetime force of 2,000,000 men. 9 Many of the doctors who
remain in the service will probably be those who formerly practiced in needy
areas and will consider that adequate facilities for practice and assured income
are more desirable than their previous lot.
Tn 1938. on the average, there were 5 75 persons per doctor in counties containing cities of 50,000 or more population and 1,000 persons per doctor in
counties with cities of less than 50,000 population. In strictly rural counties
(no incorporated place of 2,500 or more inhabitantE located therein) there were
1.450 persons per doctor (32: p. 1951).
These figures are based on all registered physicians. But even in normal
times, not all physicians are effectively or actually available for private practice
or other general service to the community. When account is taken of men who
are aged or partly or wholly incapacitated, and of physicians engaged full
time in salaried positions in research, teaching, executive work, industry, and
* Exclusive of services which members or dependents may receive from individual physiclans outside the prenayment plan.
' The 5.7 clinic calls consisted of 4.4 clinic calls in which one or more physicians were
soen and 1.. calls in which only laboratory or nursing services were received. Since more
than one physician was seen in some clinic calls, the total number of visits to or by
physicians per participant per year was 4.6.

SNumber of physicians per State in 1942, American Medical Association Directory and
1940 State populations used.
' Estimated on the basis of an average of 6.0 doctors in the Army Medical Corps per 1.000
men during 1936-41, and 6 doctors in the Navy per 1.000 men as of June .10. 1941, War
Department. Annual Reports of the Sureon General. United States Army, 197-41: Annual
Renorts of the Secretary of War. 1937-38. Director of Selective Service, Selective Service
in Peacetime, p. 418. also unpublished data.
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Government service (33), the number of physicians available for medical care
is considerably less. It is estimated that about 107,000 physicians were engaged
in general practice before the war, either full time or in practice only partly
limited to a specialty. From 25,000 to 35,000 full-time specialists were in
private practice. Accordingly, for a peacetime population of 133,000,000, there
was about 1 physician in general practice for each 1,200-1,300 people and about
1 full-time specialist for each 4,000-5,000.
Again, these ratios for the United States as a whole conceal the uneven distribution of physicians among States and between urban and rural areas. In
large cities, for example, the national ratio before the war was probably about
1 general practitioner for 750 or 800 people. In rural, low-income, and sparsely
populated areas, there might be only 1 general practitioner to serve 2,000, 3,000, or
an even larger number of people. Moreover, in the typical case, the rural practitioner would be an elderly physician. For the reasons given earlier, rural
conditions are likely to be worse after the war.
In a study of the effect of local factors on the location of physicians it was
pointed out: "In counties with the highest per capita incomes the physicianpopulation ratio was nearly four times as great as in the poorest counties; this
ratio for physicians under 45 years of age was eight times as great. More than
one-half of all physicians in the wealthy counties were under 45 years of age,
but less than one-fourth were in this category in the poorest counties (32: p.
1947).
Distribution of specialists.-The 1942 issue of the Directory of Medical Specialists (34) listed some 18,000 physicians who had been certified by the various
boards as "diplomates" in their particular specialties. This number has probably
increased to nearly 25,000. It may be expected to increase considerably more
by the end of the war, as many young physicians qualify themselves by means
of special training with the armed forces.
The tendency for physicians to settle in the urban areas and in the wealthier
sections of the country is particularly marked among the specialists (34: pp.
421-766, 1268-1499, 1798-1985). In 1941, 71 percent of the 1,717 certified pediatricians (specialists in the treatment of children's diseases) were located in
cities with 100,000 or more population, yet 76 percent of children under 5 years
of age in 1940 were in rural areas and cities of less than 100,000'population (35).
While these certified pediatricians doubtless cared for some children from
neighboring areas, 2,762 out of 3,073 counties in the United States had no certified
pediatricians in 1941.
In 1941 half of the Nation's certified ophtalmologists (specialists on the eye
and its diseases) were located in 5 States-New York, Pennsylvania, Illinois,
Ohio, and California. Eighty-seven percent were in cities of more than 25,000
population. Only 376 counties had a certified ophthalmologist in 1941.
Vermont had only 5 surgeons certified by the American Board of Surgery, all
of them in Burlington in 1941. The 4 certified surgeons in Mississippi were
located in three of the largest cities in that State. There were only 3 certified
obstetricians in Arkansas. Mississippi had only 1 certified obstetrician; New
Mexico, 3; Oklahoma, 7; South Carolina, 5. There were none in Idaho, New
Hampshire, Nevada, or South Dakota.
While the maldistribution is probably greater among certified specialists than
among physicians who limit themselves to a specialty but have not been certified,
the situation among the certified groups probably illustrates the trend among
all specialists.
Physicians trained in modern medical schools to utilize elaborate diagnostic
and treatment facilities find it difficult to practice in communities where these
facilities are not easily available. It is understandable that they should prefer
to practice in communities which are wealthy enough to assure them a comfortable and attractive living. Specialists in particular cannot make a good
living in a community with a low per capita income, where people cannot
afford to pay specialists' charges, or in small communities where the number
of people who require service from a specialist of one type or another is
insufficient to keep them busy. Thus, the urban concentrations of physicians
in general and of specialists in particular reflects and is correlated with concentration of population, economic resources of the community, and the availability of hospital and other facilities.
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Income of physicians.-These economic factors are reflected fn differences in
the average incomes of physicians according to the size of the communities in
which they practice. Estimates are presented here for 1929 when physicians
had higher average incomes than in any other prewar year for which there is
information, and for the year 1941.
For 1929, the national average per physician was estimated (36) as $9,460
gross income and $5,700 net income. In communities with less than 5,000
population, gross incomes averaged $5,285 and net incomes $3,200. Average
incomes in cities with populations of a million or more amounted to $12,15
gross and $6,900 net.
For 1941, the national estimate of average gross income was $8,524; average
net income, $5,047 (37 : pp. 16-20). As in 1929, physicians living in the smaller
communities reported the lowest incomes. In places with less than a thousand
population, the average net income was approximately $3,000. Physicians in
communities with from 100,000 to 500,000 people reported the highest net income, approximately $7,000.
All inquiries indicate that specialists make the most money. In 1929, for
example, the average gross income of general practitioners was $6,421; of
partial specialists, $9,995; and of complete specialists, $16,304. Net incomes
showed the same relationships.
All income studies indicate a wide range of income for all physicians and, to
a lesser extent, for specialists. For instance, the 1929 study, even though it
excluded those who entered practice in that year, showed that almost 1 out of
every 6 had a net income of less than $1,000 and more than a quarter had net
incomes of less than $2,000; at the other extreme, 1 out of 6 had a net income
of $10,000 or more (36).
Number and distribution of dentists.-According to a study made in 1941
(38) there were 77,510 dentists in the continental United States, or 1 dentist
to every 1,720 persons. The maldistribution of dentists is even more marked
than that of physicians. While there was 1 dentist to every 1,200 persons on
the West Coast in 1941, and 1 to every 1,300 in the Middle Atlantic States, the
West South Central States reported only 1 to every 3,100 and the East South
Central States, 1 to every 3,900 persons." South Carolina, Mississippi, and
Arkansas had only 1 dentist to more than 5,000 people in 1940 (39).
Because dentists tend to concentrate in large cities, the picture for small
towns and rural areas within each State is much worse. In 1941, 1 dentist
in 2 was in a city of 100,000 or more population; 1 in 8 was in a rural area or
a village under 2,500 population (38). Yet the 1940 census found that these
rural areas had a population 50 percent greater than that of cities of 100,000
or more (40). Today, the transfer of dentists to the armed forces has accentuated the previous shortages.
Members of the dental profession have often asserted that the number of
dentists in the country even were they appropriately distributed, would not
be nearly enough to provide adequate dental services for the whole population.
A recent study of the costs of dental care for adults (41) concludes: "At the
rate of 6.9 chair hours per adult, all dentists in active practice in the United
States in 1938-if they had devoted themselves exclusively to initial carewould have been able to provide it for less than 20,000,000 adults per year of a
total population of over 130,000,000. The present number of dentists is insufficient to provide either initial or maintenance dental care for the total population on an adequate level."
Income of dentist -A study of the incomes of dentists in 20 States in 1929
(-4)
reported average gross income as $8,279 and net income as $5,011. For
dentists in general practice in communities with less than 5,000 population,
average gross income was only about half that of dentists carrying on a general
practice in cities of a million or more.
In 1941, the reported average gross income of dental practitioners was $7,000;
the average net.income. $3,800 (38). Average net Incomes of dentists, in 1941,
was two-thirds again as much in cities of 25,000-500,000 as that of dentists In
villages with less than 1,000 population.
SDistribution of population by geographic regions in 1941 assumed as proportionate to
1940 census distribution.
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Only 4 percent of the dentists participating in the 1941 income study reported
themselves as full-time specialists; 1 in 10, as partial specialists. Dentists limiting themselves to a specialty are found almost exclusively in the larger urban communities. The full-time specialist had an average net income of about $6,100;
the partial specialist, of $4,300; while the general practitioner received about

$3,700.

Number and distribution of nurses.-About 171,300 nurses reported' themselves in active practice in 1940 according to a national inventory of registered
nurses taken for that year (43). In addition, about 25,000 inactive nurses said
they were available for active duty. On January 1, 1942, 91,457 student nurses
were enrolled in State accredited nursing schools (44 : p. 22).
Private-duty nurses, like doctors and dentists, tend to settle where patients
can afford to pay them. The institutional nurses are, of course, found most
frequently in the communities where there are the largest number of hospitals
and sanatoria. For example, in 1941, the ratio of active nurses to population
in New England was 1 to 432, while in the Southeast the ratio was 1 to 1,375,
and in the Southwest, 1 to 1,302. Among States the spread was even greaterVermont with a ratio of 1 active registered nurse for every 336 was at one extreme; Mississippi with 1 to every 2,143, at the other.
Of the 19,000 public-health nurses in 1941 (exclusive of those in State and
national agencies and universities), 2 out of every 3 were employed by urban
agencies. About one county in every four was without public health nursing
services (44: p. 28).
Income of nurses.-There is a wide range in the incomes of nurses. In 1941
full-time private-duty nurses had an average gross cash income of $1,200 from
nursing. In the Far West, the average was as much as $1,300; in the Southwest and Northwest, as little as $1,000 (37: pt. 3, pp. 25-28).
Graduate general-duty or general-staff nurses employed in hospitals received
on the average from $981 a year with full maintenance to more than $1,200 with
no maintenance. As a whole, general-staff nurses in Government hospitals receive higher salaries than those in voluntary or proprietary institutions (45).
Public-health nurses, on the whole, probably receive more than nurses in
hospitals. Salaries vary widely according to size and location of the agency.
Staff salaries in county and municipal health departments and in voluntary
agencies range between $840 and $2,700. In 1942 the median annual salary was
$1,600 in voluntary agencies and county health departments, $1,900 in municipal
health departments (44: pp. 32-33).
The large wartime expansion in the number of nurses will be felt in the postwar years. Whether there will be an oversupply will depend upon the extent
to which nursing services are utilized in the post-war economy. Expanded public-health nursing programs could use many effectively. Greater development
of departments of industrial hygiene would give employment to many more.
Additional nurses will be needed by the Veterans' Administration. Whether
there will be an even greater concentration of nurses in wealthy urban areas
and a continuing lack (in terms of true need) in the small rural communities will
depend upon whether steps are taken to provide nursing through some organized
payment basis.
Number and type of hospitals."-For the year 1942 the American Medical
Association listed 6,151 hospitals (exclusive of the hospital departments of institutions) with more than 1,365,000 hospital beds in the continental United
States (46). These figures exclude an unknown number of hospitals, mostly
small and with meager facilities for service, which the American Medical Association does not consider "worthy of inclusion" in its hospital register." While
the total bed capacity of unregistered hospitals is too small to be significant in
national figures, they should be taken into account in considering the resources
or the needs of individual communities.
n The basic statistics for hospitals registered by the American Medical Association are
now available for 1943 (Journal of the American Medical Association, Mar. 25, 1944).
However, the data are not used in preference to the data for 1942 or 1941 in this part of
the report because the 1943 figures are greatly Influenced by new hospital construction for
the armed services and by the effects of special wartime conditions.
12 The 1939 study conducted hv the Census Bureau reported 1.287 unregistered hospitals
and almost 31,000 beds. Vital Statistics-Special Reports, vol. 13, No. 53 (Mar. 2, 1942),
pp. 587-591.
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In 1942 the distribution of the registered hospital beds and of admissions was
as follows:
Patients admitted
recent) Number (
(Percent) Number (in

Type of hospital

millions)

Percent

------------------------------.

100

12.4

100.0

General....-----------------------------------.............
Special -----------------------------------------------------------

44
3

11.6
.5

93.8
3.7

Tuberculosis...----...---------------------------------..-----------

6

.1

.8

.........
All types----------

47

Nervous and mental----------------------------..---...----------.

.2

1.7

SIncludes maternity, industrial, eye-ear-nose-and-throat, children's orthopedic, isolation, convalescent, and rest, and other special types except the hospital departments of institutions. "Special" hospitals
are usually included with "general" hospitals in statistics of "general" hospital facilities.

Importance of the general hospital.-The importance of the general hospital is
evident from the preponderance of admissions (93.8 percent in 1942) for general
care. For this reason, and because the care of mental and tuberculous patients
is already'largely a Government function, it is readily appreciated why the distribution of hospital costs through a prepayment plan is primarily focused on the
costs of care in general (and special) hospitals.
General-hospital facilities, like other resources for medical care, are most extensive in States with the highest per capita incomes and least extensive in lowincome States. There are many States throughout which the number of hospital
beds falls far below standards of adequacy, and many rural areas and poor communities in other States where the need for hospitals is acute.
General-hospital beds in relation to population.-In the United States as a
whole, there were 3.3 general and special beds per 1,000 population in 1941, the
last prewar year, not including beds in Federal hospitals because these do not
ordinarily provide local community service. The ratios by regions were as
follows:
Beds per 1,000
population 1

Regions

United States--------------------Northeastern (including District of Columbia)------------Southern------------------------------Central
--------------------------------Western----

_---__
--

___

_-----

---------

3. 3
4. 3
2. 1
3. 5
3.7

1 Based on special tabulations of the number of general and special beds reported in the
Journal of the American Medical Association (hospital number), vol. 118, No. 13 (Mar. 28,

1942), p. 1132.

State populations for 1940 were used.

1940 and 1941.

Inclusion of general hospitals operated by the Veterans' and the Indian

The ratios given in the text are

somewhat too high for States in which there was an appreciable population increase between
Service, on the other hand, would raise the ratios for some States.

A ratio of 4.5 to 5 general beds per 1,000 population has often been held a
desirable minimal standard. Only 4 jurisdictions in the Northeast (Delaware,
District of Columbia, Massachusetts, New York) had more than 4.5 general beds
per 1,000 in 1941. In the West, there were 2-Montana and Nevada. In five
States in the Central region (Indiana, Iowa, Kansas, Ohio, South Dakota), the
ratio of general beds to population was below 3. In the South, Louisiana was
the only State with as many as 3 beds per 1,000. Alabama, Arkansas, Georgia,
Kentucky, Mississippi, Oklahoma, and South Carolina had less than 2 general
beds per 1,000 population.
Most of the general and special hospitals are concentrated in the larger cities.
The ratios of beds to population are therefore much higher for urban than for
rural areas. Urban hospitals, however, commonly serve the surrounding rural
areas. Urban-rural allocations and needs must therebore be studied with regard
for the specific local conditions.,
Various intensive studies have been made to determine the national need for
hospital facilities, taking local geographic factors into account. In the most
recent, the United States Public Health Service estimated the need for general
hospitals by setting up "arbitrary service areas * * * ranging in radius
from 15 miles in heavily congested areas to 35 miles in sparsely populated
areas. * * * After service areas comprising groups of counties were outlined
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about existing hospitals, the remaining counties having no facilities have been
grouped so as to make up potential service areas. * * * The estimates
were based on the ultra conservative ratios of 4.5 beds per 1,000 persons in cities
of 10,000 and over and 3 beds per 1,000 persons in smaller towns and rural
areas. * * * By this method it was found that not one of the 46 States
was adequately served throughout by general hospitals. The total deficit found
amounted to about 100,700 beds" (47).
Use of general and special hospitals.-A common method of measuring the
use of hospitals is the occupancy rate, that is, the percentage of beds occupied.
For the United States as a whole, the rate for non-Federal general and special
hospitals was 70 percent in 1941. For hospitals under various types of control
the rates were:
Type of control
Percent
State and local governments--------------------------------72
Nongovernment nonprofit .-------------------------_72
Proprietary ----------------_
_____
_
__---------_ 54
These national rates are low, since a rate of 80 percent is eminently practicable for
effective use of hospital facilities, and a rate of as much as 85 or 90 percent is
feasible. In actual practice, however, a hospital's occupancy rate depends largely
on the amount of free or low-cost service it provides. In the large cities, the
occupancy rates of both Government and voluntary nonprofit hospitals are often
higher than the national average. In Government hospitals rates may run as
high as 80 to 90 percent or even 100 percent. Proprietary hospitals, on the other
hand, have very low occupancy rates.
As a rule, occupancy rates are highest where facilities are most extensive
and lowest where they are most inadequate. For example, in New York State,
with 4.6 general and special hospital beds per 1,000 population, the occupancy
rate in 1941 was 78 percent; in Mississippi, with 1.5 general and special beds
per 1,000 persons, it was only 54 percent. This paradox of low occupancy rates
where facilities are inadequate does not mean that these communities have little
need for hospital care; usually it is due to the fact that people cannot afford to
pay for the hospital care they need. Many people get along without hospital
care-and some die for lack of it-because they cannot pay for it, not
because they do not need it. The distinction between need for care and effective
demand for care must be emphasized. A recent report on an extensive Public
Health Service study (48) concluded: "Presence of hospital facilities and the
extent to which they are used depends in great measure upon levels of wealth
as reflected by income * * * few facilities, limited amounts of hospitalization, and low occupancy are coexistent in areas with meager per capita income;
in areas of increasingly high economic status, supply of facilities and extent of
their use are on the whole roughly proportionate to.the enlarged average income."
In 1941, people in New York State received 17,701,000 days of hospital care,
or 1.3 days per person. Mississippians, on the other hand, received 641,000 days
of care, or only 0.29 days per person.
Hospital income.-A study of sources of hospital income made by the United
States Public Health Service (49) indicates the extent of Government support
of hospitals through payment of hospital costs for certain groups or through
direct ownership and operation, in 1985.

Number of

f
hostal
Type ( Te
hospital

All hospitals ....................

beds I

.....

Average
daily

Percent of income from
specified source

census of

patients

Patients

1,053,977

850,373

43.1

47.4

9.

450,776
155, 386
295,390
532,437
512,998
19, 439
70,764
55,979
14,785

288285
115,800
172,485
501,796
487,070
14,726
60,292
50,242
10,050

55.6
13. 1
73.7
16. 1
7.5
84. 3
14.1
7.1
42.3

32.2
85.4
9.5
81.7
90.8
9. 4
78.6
92.0
24.9

12 2
1.5
16.8
2.2
1.7
68
7.3
.9
32.8

General and special-..-.....----------...
--.......
Government----.--.......--..
-...........-.
Non-Government ---....------.--....---...
Nervous and mental....-------------------Government --.........----------------------...
Non-Government.---...---..----.--------Tuberculosis --.--......---....................
Government -...........-..................
Non-Government ..........- -..............
I Exclusive of hospital departments of institutions.

Taxes

Other
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Thus in 1935 about 43 percent of all income of registered hospitals came from
lesser
patients and more than 47 percent from State and local taxes and, to aoperate
to
used
was
extent, the Federal Government Most of this tax income
Government-owned hospitals, but some was used to pay voluntary hospitals for
the care of patients who were public charges. Among general and special hospitals, patients provided.56 percent of the income and taxes furnished 32 percent
Mental hospitals derived 82 percent of their income from taxes. In fact,
96 percent of the mental beds were in Government hospitals, and these hospitals
provided 97 percent of the total volume of service of this type. Nearly fourfifths (79 percent of the income of tuberculosis hospitals came from taxes
Seventy-nine percent of the tuberculosis beds and 83 percent of the volume of
this service were in tuberculosis hospitals under Government control.
Since 1935, Government participation in hospital care has increased. In 1942
a larger proportion of beds of all types was in Government hospitals."
The volume of services provided by these institutions increased correspondingly.
In 1942, at least 50 percent and probably 55 percent of all income of registered
hospitals came from tax funds. Perhaps 40 percent came from patients, and
the remainder from other sources.
Hospital construction needs.-Some communities which lack hospital facilities
cannot raise the capital to build hospitals and could not, by present methods of
paying for hospital care, pay the operating costs if a hospital were established.
Many-although the number cannot be estimated precisely-would be able
to find the capital for construction if they could be sure of the subsequent operating
costs. Any plans to meet deficiencies in hospital facilities must take account
of both types of financial needs.
The recent United States Public Health Service study mentioned earlier (47)
estimated the minimum postwar needs for hospital construction as follows:
19S5

General and special-------------------------------------------Nervous and mental---------------------------------Tuberculosis--.--------------------------------Type of service

All-..--...-.--------------------...

Beds

----..--...

- --..

--

19t

34
96
79

Cost
Coer

48
97
84

Total

cot (in

millions)

416,000 --------

$2,063.8

General:
New..---------------...............................................
100,700
$6,000
604.2
Replacement..........---------.........-.---.----..---...
-----.....
6,600
6,000
398.0
Tuberculosis:
New ...--.--------------------.....
......--....---..------..
43,600
5,000
218.0
Replacement-........-------.---------...----.............
...----1, 900
5,000
79.5
Nervous and mental:
New---..--..--------------------......---...--....---...---......
94, 000
4,000
376.0
Replacement ----------.... ....---......------...-- --....---.....
96,900
4,00
387.6

These estimates for necessary construction represent the minimum needs
which must be met as soon as the war ends. The cost estimates are only approximate, as they are based on prewar figures.
I.

WAYS OF BPBEADING THE OOSTS

Most of the barriers to adequate medical care stem from economic causes.
Some result from lack of organization. The economic barriers can be largely
removed by pooling the costs and losses of illness. Financial assistance to some
communities for hospital construction would also be necessary. Barriers
caused by the present individual, unorganized, and inefficient methods of providing service would be removed if medical services were organized and furnished
on a more economical basis.
Present costs of medical care
Before the war it was estimated that total expenditures for medical care
probably approximated $4,000,000,000 a year. About three-fourths of this total
was spent by patients and their families-the consumers of medical care. Four
" Percent of Government-operated beds in specified types of registered hospitals.
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to five percent was contributed by industry and philanthropy. The
remaining
20 percent was expended by Federal, State, and local governments (exclusive
of
the cost of medical care for the armed forces).
The approximately $3,000,000,000 spent in direct family expenditures by the
American people on medical care represented about 4 or 5 percent of consumer
income. Families in the lowest-income groups spend a larger average percentage.
centage.
For the population as a whole and for large groups, the costs of medical care
can be predicted with a substantial degree of accuracy. If the risks were
spread among these large groups, the costs could also be spread. By this means the
prohibitively high expenses of the few families who have serious illness during
a given year would be borne not only by these few families but also by the much
larger group whose expenses are low in the same year. Each family would then
carry an average cost, and the average costs would be bearable by all except the
poorest Payment of these average costs by a large enough group would free
individual families from the specter of large bills for unexpected and costly
illness-a specter which haunts all but the fortunate few with ample incomes.
Payment of average costs would also enable those who delay or go without medical care because they fear its costs, to receive the care they need.
The distribution of risks and costs can be accomplished by several means.
Costs can be distributed through general taxation, by having the Government
provide public medical services. Another method often suggested is the voluncary organization of groups for the group purchase of medical care (voluntary
insurance). A third method would be through compulsory medical-care insurance (social insurance).
Tax-supported medical care
Tax-supported or public medical care is not new in the United States. The
health and preventive services carried on by the United States Public Health
Service and by State an local departments of health have a long history. The
Federal Government provides hospitalization and other types of medical service
for veterans, members of the merchant marine, Indians, the armed forces, and
certain other groups of Federal employees. Medical care for persons without
funds has been considered a responsibility of local governments since Colonial
times. State and local governments have assumed major responsibility for the
hospital care of the mentally ill and the tuberculous for many years. More than
one-fifth of the beds in general and special hospitals are under State and local
government control. Some States, notably Louisiana and Mississippi, have
established systems of general hospitals. Seventeen other States operate general hospitals in connection with their schools of medicine. A study made several
years ago found that most of the government general hospitals were in communities with less than 100,000 population but nearly three-fifths of the beds
were in hospitals in larger cities (50).
It is often assumed that general hospitals under State and local government
control serve only persons who are public charges or those who are "medically
needy," i. e., able to pay for the essential needs of food, shelter, and clothing, but
not for medical and hospital care. This assumption is incorrect except for hospitals in some large cities. In 1936 it was found that a small but substantial
part of the total income of all government hospitals came from patients: 13
percent, for general and special hospitals; 8 percent, for nervous and mental
institutions; and 7 percent, for tuberculosis sanatoria. According to the 1938
study among 247 hospitals ih cities with populations of less than 100,000, 45
percent reported that receipts from patients equaled three-fourths or more of
the expenditures; in two-thirds of the hospitals, income from paying patients
covered half or more of the total current expenditures. There are many American communities in which a city or county hospital provides medical care to all
economic groups and serves all or most of the privately practicing physicians in
lthe community.
Medical care of the sick poor in their homes also has long been a theoretical
responsibility of local governments. County or city doctors are employed full
time. part time, or on a fee-for-service basis in many communities to take care
of such patients. In practice, except in a few large cities where extensive and
in some places well-organized systems have been developed, much of the "free"
care has been provided through private organized charity or by privately practicing physicians who give emergency- care without charge.
During the depression of the 1930's the number of persons on relief became
so great that private physicians could not carry the burden of "free" care, and
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salaried city and county doctors were faced with more patients than they could
cope with. Under Federal Emergency Relief Administration Rules and Regulations No. 7, the Federal Government established the policy that provision of
medical care to persons on relief was quite as much the responsibility of government as the provision of food and shelter. Federal funds.could be used to pay
physicians for care of sick persons on relief in their homes and also in doctors'
offices in communities where clinic service was not available, but not in hospitals.
In most cases service was provided through panels of physicians, with free
choice of physician by relief patients. Physicians most often were paid on a
fee-for-service basis according to fee schedules agreed upon by the medical
societies and the local welfare authorities. Some communities which already
employed salaried city or county physicians continued as they had before.
Others set up divisions of medical service in their emergency relief administrations. After the withdrawal of the Federal Government from the financing
of local relief at the end of 1935, a number of States and local departments of
welfare took over these divisions of medical service. In a few places, health
departments assumed this responsibility.
Public medical services in the United States vary from community to community and from State to State (51). In a few places, systems of public medical
care have been well organized and highly developed; in many, not much more
than emergency service is provided. Lack of coordination among the various
services, niggardliness in financial support, and a tendency to restrict care
as much as possible to public charges characterize many local organizations.
There is increasing recognition, however, of government's responsibility to
provide medical care to the "'medically needy" as well as to "public charges."
In a recent book on the organisation of medical services (52) Michael M. Davis
points out that: "'Medical aid' for a pauper in an emergency of sickness or
accident is the historical starting point of tax-supported care; beyond which
some communities have moved very little, but beyond which many have advanced
a great deal. At the other extreme stands a system of tax-supported medical
care, planned by physicians and public administrators with the aim of furnishing
the best medical care that can be supplied with personnel, facilities, and funds
available; and of integrating the medical services with the social services to the
same families."
The expenditures ,of Government agencies for medical care of recipients of
special types of public assistance and general assistance and, to a limited extent,
of other low-income groups (the so-called medically needy) have been estimated
as at least $150 million a year up to the time of the war (53). Much larger sums
are expended annually out of tax funds for other types of health and medical
care. In the fiscal year 1940-41, according to a recent estimate (54), Government expenditures totaled $712,000,000--about one-fifth by Federal agencies and
four-fifths from State and local funds. This total includes expenditures for
public health services, public hospitals, maternal and child health services, and
services for crippled children. These are under rather than over estimates, since
undoubtedly some State and local expenditures were not included; for example.
only the amounts spent to match Federal funds were shown in expenditures by
States and localities for maternal and child health and crippled children's
services. Nor does this total include the cost of the medical services for the
armed forces. The figure given serves merely to show the extent to which government now participates in paying for the health and medical-care services
which the American people now receive.
Voluntary Sickness Insumnce (55)
The costs and losses of sickness have been distributed through voluntary
insurance to a limited extent for many years. Commercial insurance companies
have sold medical indemnity insurance, usually to the more prosperous groups
in the population. Fraternal societies, union and other sick-benefit associations,
and business concerns have endeavored to protect their members or employees
against the hazards of sickness in this way.
Industrial plans.--Such industries as mines, lumber companies, railroads, and
some manufacturing plants have provided medical-care and hospital services paid
for through pay-roll deductions, sometimes through joint contributions from employees and their employers, occasionally entirely by industry. Often these concerns were in areas remote from medical facilities or in places where local facilities were inadequate to take care of the large number of employees brought in.

2396

NATIONAL HEALTH PROGRAM

Most of these industrial plans have provided services for employees only; some also
take care of their dependents. Both the scope and the quality of service vary.
A number of industrial medical-care plans have attempted to provide more
or less complete care for nonindustrial illness and accidents of all types on a
prepayment basis. Some of these have utilized group practice so as to have the
professional and financial advantages of effective organization. It has been
suggested that similar plans might be established throughout the country (56).
Setting up large medical services, industry by industry or separately for each
large employer, would involve an immense amount of work and much unnecessary duplication and still would cover only a fraction of all the individuals in the
communities served. Moreover, it would be difficult to establish such services
for the many workers employed in small plants and factories which have no
organized medical services; presumably these workers would have to be served
by organizations developed by the larger establishments for their own employees.
Nor would such plans meet the needs of self-employed people and of others not
engaged in industry who live in small towns and rural areas where there are no
large employers to provide the primary nucleus of organization. Before the war
some 70 to 85 percent of all employed persons worked in establishments with less
than 500 employees, the number considered the minimum for economical plant
medical services. To approach adequacy the plans would, of course, have to
extend to the dependents as well as to the workers themselves-as some existing
plans do. In short, if the coverage of the voluntary insurance plans were to
become extensive in industry, many types of arrangement would have to be
devised, and ways of effecting the coverage would yet have to be developed.
Prepayment plans usually require about 10,000 potential patients to be served
as the minimum for efficient organization and operation.
Blue Cross (hospital) plans.-Within the last 10 to 15 years, a number of nonindustrial prepayment plans have been developed. The most successful are the
hospital-service or hospitalization prepayment plans. (Those which are aproved by the Hospital Service Commission of the American Hospital Association
are known as the Blue Cross plans.) Plan executives report that about 13,000,000
persons (about 10 percent of the population) were actively covered by these
plans-members and their dependents-on January 1, 1944. Membership has been
largely concentrated in medium-sized and large cities and their environs. A few
plans are State-wide in organization, but most of the membership is among persons living in the few larger or largest communities. Determined effort to enroll
families in rural areas is now being made by some State plans, but accomplishment in this direction is still in the future. It is generally recognized that the
Blue Cross plans have demonstrated, on the one hand, the relative easeof insuring a substantial fraction of the middle-income groups against hospital costs and,
on the other hand, the great difficulty of insuring the low-income groups through
voluntary methods. Ordinarily, the plans have failed to insure those who most
need this protection-the low-income groups.
Medical-society plans.-Prepayment medical-care plans have been established
under various auspices, e. g., by medical societies, private group clinics, consumer
groups, and the Farm Security Administration, as well as by industry.
Probably the oldest medical-society plans are those in Oregon and the State
of Washington, set up in connection with industry. For the most part, these
plans cover employees only. Recent development of medical-society plans has
been stimulated, partly by "organized medicine's" opposition to prepayment plans
under other auspices, and particularly by the growing fear of medical-society
leaders that Congress may give serious consideration to compulsory social insurance. All medical-society plans combine prepayment with individual practice. None combines prepayment with group practice.
The recently organized medical-society plans are frequently operated in close
cooperation with hospital-service plans which sell the medical-care service along
with hospital service. The medical-society plans which have attained a more
that nominal membership have limited service to surgical care in hospitals. At
first, the majority of these plans placed income ceilings on eligibility for membership. Lately they have begun to abolish the ceilings, accepting members without
income limit, but permitting physicians to charge extra fees to members with
incomes above a specified level. There are many other exceptions and limitations
which operate to restrict the services provided and to limit the scope of membership.
Other types of prepayment plans.-The private group-clinic prepayment plans
and the plans sponsored by consumer groups usually provide a much more inclusive service than that furnished by the medical-society plans. Most of them
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place no ceiling on members' incomes. Care is customarily provided by physicians working in groups. Home and office care and usually hospital care are
included. Dentistry and home nursing are ordinarily not provided by any type
of prepayment plan, though there are some exceptions.
The Department of Agriculture is sponsoring medical-care plans. The Farm
Security Administration has set up such plans for farm families which, as of
June 30, 1943, covered over 100,000 families, with a total of more than 500,000
individuals. Funds to pay for medical care are included in loans made by the
Farm Security Administration to their borrowers. These funds are pooled and
utilized to pay doctors, hospitals, and, in some cases, dentists, for services provided to the persons covered. Contracts between groups of FSA families and
the persons or organizations furnishing services establish rates of payments and
services to be provided. In view of the small per capita amounts available,
physician and hospital services have been limited ordinarily to emergency care.
Dental services, when offered, have been restricted to fillings, extractions, and
health-protective services.
The Farm Security Administration has done a pioneer job in providing for poor
farm families as much medical care as was possible with the funds available.
They have been hampered by the meagerness of the resources. Limitation of
membership to local groups of FSA clients in each community where a plan has
been established has tended to make many of the groups too small for proper
spread of risks.
The Department of Agriculture is also conducting experimental prepayment
medical-care programs among self-supporting farm families in selected counties
in five States. Families contribute 6 percent of their cash income (not to exceed
a fixed dollar amount) and the Department's contribution makes up the balance.
Approximately 37,000 persons were eligible for care under these programs in
August 1943.
A medical-care program for migrants is also sponsored by the Department of
Agriculture and paid for by the Government. These programs cover practically
all areas of the United States in which there is any considerable number of
migrant families. For the year ended August 1943, from 70,000 to 380,000 persons, according to the season, were reported as eligible for care under these
programs.
Percent of population covered.-Although interest in voluntary plans has intensified during the past 10 years, the total number of persons who are covered by
all types of voluntary medical-care plans is probably considerably less than
5,000,000 people, or less than 4 percent of the population. The following tabulation lists the number of subscribers and dependents in 215 plans of various types
which provided information in a recent study of prepayment plans (55). While
undoubtedly some plans were not reached in this study, the number of persons
covered by such plans cannot be very large.
Number
Type of plan

Total.-.....-.--........----Industrial--..--------..--......
Private group ----------........-..-----...

....---....-----

ofwith
plns

known or

Total
number
of subscribers

subscers

dependents
estimated
for care
eligible
membership

....---....- -............

215

1 3,321,000

--------.....
...
--........
-... -..............
-----------........--...............

113
24

1, 425, 000
491, 000

33
12

942, 000
243, 000

Consumer...----..............................................................

Medical society..........---.--...-....----....-...---...--............
Government....-........--..................................................

Not classified ---..----..-----------..-.--.-..--...--..-.................

30

3

178,000

42, 000

'In some cases, estimates had to be made because the figures were given in ranges. In such cases, the
midpoint is used. If the minimum had been used, the total would have been 3,160,640; if the maximum
3,483,257.

Limitations and weaknesses.-The relatively small proportion of the population which is voluntarily insured against the costs of medical care should not be
taken as indicative of lack of need or desire for this type of protection. While
in some places and for some groups membership in a voluntary insurance plan is
easily acquired, indeed in some cases is a condition of employment and thus
really compulsory and automatic, the number of such cases is small. More com85907-46--pt. 4---32
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monly, participation in plans requires decision and action by the potential subscriber, whether he is acting as an individual or as a member of a group, on
matters on which he is little informed and often confused.
In general, voluntary insurance is blocked or impeded by many. barriers.
Often its development has been accompanied by controversy in the community.
As a result, the potential subscriber is often only indifferently informed (if not
actually misinformed) by conflicting charges and claims as to the real value
of the voluntary insurance to him and to his family. If the voluntary plan
has not included all physicians in the community, many families follow their
"family doctor" (if they have one) and "join up" or "stay out" as he advises.
Some plans require that the subscriber pay the charges for the first visit or
two. Often there are extra charges for home calls, X-ray, or other special
services.
The would-be subscriber is frequently discouraged, if not actually excluded
from the insurance plan, by limitations laid down by the plan itself; there are
exclusions on account of age, type of disease, disease present at the time of
enrollment, minimum number of persons who must enroll in a group to make
that group eligible to participate, and many other limitations. Some medical
societies permit extra charges after a certain amount of services, according to
a predetermined fee schedule, has been furnished. Thus the family with especially large sickness costs is only partially insured. In most plans the premiums
are too high, in relation to services furnished, to be attractive to the low income
groups for whom the plans are especially designed. In medical-society plans,
the income limit and the supplementary charging of fees for persons with
incomes over a specified ceiling also discourage enrollment..
Finally, the growth of membership. in voluntary insurance plans suffers from
the hard and relentless pressure of other costs of living on the limited budgets
of most people of small or moderate means; day-by-day living costs take procedence over insurance against an uncertain future risk which all families hope
to escape. Unlike death or old age, sickness is not sure to come. Many argue
or wishfully think that if it should, perhaps they will manage somehow to meet
the problem. The human tendency is "to take a chance."
When these difficulties surrounding the voluntary insurance plans and their
growth of membership are appreciated, it is not hard to understand the paradoxical situation: widespread public interest in and demand for protection
against the costs of sickness, attested by many polls of public opinion and by
views widely voiced by individuals and groups and-at the same time-the
slow and unimpressive growth of prepayment plans for medical care, the hospital prepayment plans being only a partial exception.
Voluntary insurance fails of its primary purpose-to give insurance protection
to the people who need it most. The final test is not good intention but the
size of the coverage and the scope of protection. By these criteria, voluntary
insurance against the cost of medical care has been tried and found wanting.
Its greatest value has probably been the experience gained in learning how to
operate prepayment plans for medical costs.
Compulsory sickness insurance

Voluntary plans, however successful in particular instances for limited groups.
cannot hope to provide protection to a large proportion of the population, particularly the low-income groups who need protection most. To assure ready
access to necessary medical services for our population and to furnish protection
against the costs of these services, a system either of tax-supported medical care
or of compulsory social insurance is necessary. One after another, other countries of the world, which have experimented with voluntary insurance, have turned
to some form of compulsory insurance as the practical method of providing protection for all large segments of the population. In the United States we have
faced similar problems in the past in workmen's compensation, old-age insurance,
survivor (widows and orphans) insurance, and unemployment compensation.
The present widespread acceptance of social insurance as the most useful, practical methods of attaining social security, points to the wisdom of extending the
exisiting social insurance provisions more widely and more fully for a coordinated
attack on the insecurity that arises from sickness.
A system of insurance against medical costs can and should be established
as an integral part of our social security system. A soundly conceived plan will
provide also for the construction of needed facilities, such as hospitals. It will
also provide for effective distribution of professional personnel, for strengthening public health and other preventive services, for assuring receipt of required
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services by needy (noninsured) persons, for encouraging professional education
and research, and for constantly improving the quality of medical services.
Medical care for public charges and for the medically needy could easily be
provided under the system established for self-supporting persons through payment of contributions to the social insurance fund by States and localities.
Grants-in-aid for public assistance would assist State and local agencies in the
provision of funds for this purpose.
Essential principles for nedical-care insurance.-In planning medical-care insurance, which would be appropriate to American needs, the following fundamental principles deserve the most careful consideration:
1. Provision of adequate medical care for .all persons in the United States is
essential to national health and well-being.
2. Preventive and curative services should be closely coordinated.
3. The quality of the services provided should not be sacrificed to economy.
4. Medical and other practitioners, hospitals, and agencies concerned with the
provision of medical and health services should receive adequate remuneration.
5. To the greatest extent feasible, medical care should be provided for the
dependents of insured workers on the same basis as for the worker.
6. As far as practicable, the insurance program should be extended by compact
or otherwise to cover all noninsured groups who are in need of protection against
the costs of medical services.
7. The potential patient should have essentially free choice of practitioner and
hospital. Likewise, practitioners and hospitals should be free to accept or refuse
patients in accordance with their customary practices.
8. Existing personnel and facilities should be utilized to the maximum degree.
In localities where these are lacking, it should be the responsibility of government to insure that necessary personnel or facilities are provided.
9. Primary policies should be determined by joint consultation of representatives of the public and of the professional groups. The medical professions should
participate responsibly in policy decisions which concern the professional aspects
of the provision of-medical care. There should be professional supervision of all
professional activities and personnel.
10. Regulation and supervision of the qualifications of medical and other practitioners and of institutions should continue to be public functions.
11. The costs of sickness should be broadly distributed over all groups in the
population that need insurance protection. An insurance system should not be
"a poor man's system."
12. Adequate provisions should be made to stimulate professional education,
research, and prevention of disease and disability.
Coordinationand improvement of medical services
In establishing an insurance system to provide medical care, Government would
have a grave obligation not only to increase the quantity of medical care that
the American people may receive but also to assume responsibility for the quality
of that care-to safeguard and to encourage improvement in quality through
effective coordination of services and facilities and through other appropriate
means.
Medical science has made amazing strides. Today there is a great body of
knowledge relating to prevention, diagnosis, and treatment of disease that was
largely or completely unknown a generation or two ago. There has also been
tremendous development in laboratory techniques and in complicated (and costly)
diagnostic and therapeutic facilities. New discoveries are constantly being made.
Modern medical practice must make use of the coordinated skills of general
practitioners, specialists, laboratory technicians, and the hospital. In hospital
wards and out-patient departments, especially those associated with medical
schools, and in private-group clinics, the services and skills of physicians and of
their aides may be pooled to the advantage of patients and physicians alike.
Medical students are trained to teamwork with other physicians and professional
personnel, making use of all the equipment and facilities that modern science
makes possible.
This is the pattern of medicine at its best-essentially group medical practice.
Most medical practice at the present time, however, is not group practice but
individual practice. Many-if not most-physicians are more or less isolated
from helpful and continued contacts, consultations, and exchanges with their
colleagues. They are unable to afford for their individual use the costly and
elaborate facilities available in modern hospitals and well-established group
clinics. No longer can any one individual master the diverse skills that are re-
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quired. In many smaller communities, in rural areas, and even in large cities,
much individual practice has changed little from that which prevailed a generation ago.
The establishment of an insurance system of paying for medical care will not
alter the practice of medicine overnight where it has lagged behind. If, however,
an insurance system undertakes to assure patients access to specialists' services
and needed laboratory services, in addition to hospital and general practitioners'
services, the economic barriers to improved service will be removed as rapidly as
this can be accomplished. Provision for physicians to attend refresher courses
and to undertake postgraduate work will bring many into closer contact with
newer developments in medical practice.
Many communities which now lack hospitals and other facilities would be
stimulated to build them if insurance payments guaranteed the costs of maintenance and operation or could do so if grants-in-aid toward'the capital construction
were available. Assurance of hospital facilities and of adequate payment for
services can be expected to lead young, well-trained physicians to locate in poor or
sparsely settled communities now served only by elderly doctors.
By these means the level of medical service should be raised throughout the
country, in both quantity and quality of medical care furnished. The extent to
which group practice would be stimulated would depend upon financial, professional, and other encouragement that may be provided. The transition from
individual to group practice could come only as soon and as rapidly as physicians
themselves desire it and the public demands it.
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NEED FOR MEDICAL CARE INSURANCE*
LETTER OF TRANSMITTAL

UNITED STATES SENATE,
COMMITTEE ON EDUCATION AND LABOR,

March 1, 1946.
To the Members of the Committee on Education and Labor:
In connection with our study of S. 1606, the National Health Act of 1946, the
committee has need for factual information that portrays the medical needs of
the Nation. I was glad to learn of a document, prepared by the Bureau of Research and Statistics of the Social Security Board, Federal Security Agency.
Since the document was not likely to be available for distribution for some time,
*This memorandum has been prepared for the use of the staff of the Social Security Board
and for limited circulation to other administrative and research personnel concerned with
the subjects here treated. It has not been submitted to the Board for official approval.
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of the
I have arranged to have it made available to the committee. On behalf
in
committee, I have expressed to the Bureau our thanks for its valuable service
having prepared the document and in furnishing it to us.
The document entitled "Need for Medical Care Insurance," first published in
1944 and recently brought up to date, is a comprehensive discussion of our national
need for more adequate health services and should be helpful to the members of
the committee in outlining the over-all needs and the multidimensional problems
of medical care.

Insufficiencies in medical care, whether for a community or a family, have a
strong economic component. This is so not because average expenditures for
medical costs are too high but because these costs are not incurred in averages.
Most families have only nominal or small medical costs in a year; some incur
very heavy costs; and others are unable to purchase the services the need, with
the consequence of unnecessary suffering, perhaps permanent crippling, or even
premature death. The object of medical-care insurance is to see that people provide for their medical costs when they are well and earning and pay them in relation to their income and on the basis of average amounts needed to pay for
adequate medical care. To use an apt phrase from Winston Churchill, "It is the
device of bringing the magic of the averages to the rescue of the millions."
The document begins by enumerating the barriers to adequate medical services.
The second section deals with the measurement of health needs. It indicates
the extensiveness of need as reflected in the amount of illness and disability;
undiagnosed illnesses, neglected diseases, and defects; the medical findings of
selective-service examinations; and the concentration of illness and disability
among families with low incomes. It presents evidence of the unpredictable
character of individual cases of illness; the uneven distribution of medical costs
in a given year; the unmet medical care, especially in low-income families; and
illnesses without medical attendance or with attendance too late for maximum
effectiveness. It summarizes the uneven distribution of medical personnel and
facilities; the much lower income of medical practitioners in rural and other
less-favored economic areas; the lack of hospital facilities and the inability of
families, for financial reasons, to use the limited hospital facilities available in

these areas.

The third part deals with the rationale of insurance to meet medical costs.
It discusses the scope and limitations of present voluntary efforts to insure families against medical bills; it presents cogent reasons why these voluntary efforts,
valuable as they are, are not commensurate with our national needs, and why
our national needs can be met only through a national program.
I have found the document highly Informative, and I recommend it to the
members of the committee for the help it will give in our deliberations on S. 1606.
Sincerely,
JAMES E. MuaRAY, Chairman.
Bureau Memorandum No. 57 (Second Edition)
FEDERAL SECUM Y AGOaNY,

SOcAL SECURrrY BOARD,
BUWBAU

Or RESEARCH AND STATISTICS,

Washington 25, D. C., January 1940.
FOREWORD

In its Tenth Annual Report (1945), the Social Security Board said:
"The object of social insurance against medical costs is to remove a financial
barrier which keeps people from getting service promptly when they need it,
from getting adequate service, and sometimes from getting any service at all.
Such insurance is not socialized medicine but a method of payment. The Board
believes that patients should be free to choose their own doctor from among all
who elect to participate in the system and to change doctors if they wish, and that
doctors should be free to reject patients. There need be and should be no fear of
'regimentation' of patients, doctors, or hospitals. Rather, with assurance that
the bills will be paid from the common fund, patients will be freer to seek the
care they need, and hospitals and medical practitioners will be freer to make use
of the best that modern science has to offer and will have both incentive and
opportunity to improve standards of medical service. Both institutions and
individual practitioners would have far greater assurance than at present of
steady and adequate income. This assurance will tend to make for better distribution of medical care resources as well as greater and better use of existing
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resources, though additional measures are needed to provide adequate hospital
facilities in low-income areas which now lack them. The Board believes that
establishment of a comprehensive system of medical care insurance need not and
should not supplant many existing group arrangements for medical care for persons who may wish and be able to take advantage of additional services such
arrangements can offer (p. 55)."
This document on Need for Medical Care Insurance presents a summary of the
basis for the Board's recommendations. It is intended primarily for the Board's
staff, so that they may be informed on the underlying facts and reasons for the
recommendations.
This report was prepared in the Division of Health and Disability Studies, of
which Mr. Barkev S. Sanders is Chief. It is the result of a cooperative effort by
various members of the staff.
JANUARY 1946.

I. S. FALK,
Director,Bureau of Research and Statistics.
NATIONAL HEALTH ACr OF 1945
INTRODUCTION

President Truman in his message to Congress of November 19, 1945, reminded
the Nation that-"millions of our citizens do not now have a full measure of
opportunity to achieve and enjoy good health. Millions do not now have protection or security against the economic effects of sickness. The time has arrived
for action to help them attain that opportunity and that protection (1)."'
These words echo the sentiments of President Roosevelt, who said:
"There is no greater public need from the standpoint of the individual and
social security, than a comprehensive program to safeguard and improve the
Nation's health (2).
The war has dramatized the importance of the individual's health to national
security. Two Presidents have urged action. Public opinion polls have made it
clear that an overwhelming majority of our people find that the present method
of paying for medical care is outmoded.
The need for a change in the present methods of distributing the costs and
losses resulting from sickness 4s revealed by the amount of illness, the unpredictability of its occurrence and its costs, the uneven and burdensome distribution
of the costs, the effect of income on ability to purchase medical care, and the
gaps between services received and services needed. The possibility of progress
in this field is shown not only by experience in other countries but also by our
own experience and our actual and potential resources for better medical care.
Nearly every individual in the population needs some medical attention in the
course of a year, preventive if not curative. Under an adequate program of
health conservation, there should be, in addition to community public health
services, a substantial volume of preventive services, such as periodic health
examinations and immunizations-vastly more than we have. In addition, some
individuals will require occasional medical services or care in the course of a
year; others may need much care over a protracted period. To bring about that
level of national health which the United States can and should achieve, concerted and deliberate steps should be taken to prevent sickness, to reduce the
prevalence of chronic and neglected illness and defects, and to mitigate the
severity of illness and disability by early and competent diagnosis and treatment
I. BARRIERS TO ADEQUATE MEDICAL SERVICE

The specific measurement of needs will be discussed in succeeding pages. The
discussion will reveal the many barriers to adequate provision of health services
and medical care which exist today. Some of these barriers are inherent in the
nature of sickness; some result from present methods of meeting the costs and
losses of sickness; some represent the lag between medical knowledge and application or distribution of that knowledge. The principal observations may be
summarized at this point:
1. The unpredictability of the individual case of illness, in nature, occurrence,
duration, and severity, which leads to the unpredictability of the variety, amount,
and cost of services and makes individual budgeting difficult or impossible for
families of modest means.
1 Numbers in parentheses refer to reference list at end of monograph.
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2. The neglect of preventive measures and consequent increase in serious illness.
3. The inability of a large proportion of the population to pay for adequate medical services under the traditional method of payment through fee for service at
the time the services are needed.
4. The competition between doctors' bills and other costs of medical care, such
as hospital bills, which may result in the doctor's receiving little payment, if any.
5. The hesitance of physicians to propose consultations with specialists or to
recommend needed hospitalization, laboratory tests, and other services because
they know their patients cannot afford to pay for them.
6. The inability of many in low-income families to obtain hospitalization except for extremely serious conditions or emergency treatment, and that only in
certain communities.
7. The inability of the smaller and less prosperous communities to provide adequate hosiptal and health facilities from their own resources.
8. The consequent reluctance of the younger physicians to settle in places
where they lack easy access to the facilities required by modern medicine, which
they have been trained to use.
9. The necessity for specialists, in particular, to locate where hospital and
laboratory facilities are available.
10. The long and expensive training of practitioners and the complexity of modern medical service which make costs high and emphasize the need for increased
efficiency and economy in the methods of providing the services.
11 The need of professional persons to make a decent living which causes them
to concentrate in cities and leads to overspecialization because of the larger incomes of specialists.
12. The inability of many physicians to get away for postgraduate work or even
for refersher courses, with the result that they do not keep up with new and more
effective methods of treatment.
13. The lack of adequate funds to carry on needed research in the prevention
and cure of disease that costs the Nation billions of dollars through reduced work
capacity, disability, and premature death.
14. The shortage of trained professional personnel such as dentists and psychiatrists.
II.

MEASUREMENT OF NEEDS

Despite great improvements in death rates, there is still a vast amount of preventable sickness. There is also much illness we do not know how to prevent
but could reduce in duration, severity, or in its consequences, through adequate
and timely medical care.
Amount of tiness
The extent to which defects and incipient or unrecognized illness are found
in a group depends in part upon the intensity of the search made, as well as upon
the type and duration of illness considered. With careful reporting, many surveys (3) have shown that the illness rate averages about one case per person
a year, but even this rate omits most minor illnesses and undiagnosed condition.
For example, intensive studies have recorded as many as three or four colds
alone per person per year.
Not all illness disables; that is, keeps a person from his ordinary work or other
routine. An estimate of the prevalence' of disability for the entire population '
indicates that on an average day of the year more than 7,000,000 persons are disabled by sickness. Of these, about half have been disabled for less than 6 months;
the remainder, for longer periods.
Almost half of the 7,000,000 people disabled from illness on any day are "in the
labor force"; that is, when they are well, they are either employed or looking for
work. Much less than a tenth (perhaps nearer a twentieth) of the disabling illnesses among persons who are in the labor force are due to work-connected accident
and disease. Nearly all the rest represent various types of nonindustrial sickness
or accidents.
Disabling Uness.--Young children and old people have the greatest amount of
illness, but the illnesses of childhood are relatively short, while those of old age
S"Prevalence" if illness refers to the number of cases of illness in existence on any given

day. "Incidence" of illness refers to the number of illnesses that occurred during a specified period. "Duration" means the length of time an illness lasts-days, weeks, months,
or years.

* This estimate was prepared by making use of the reports of the National Health Survey
(4) conducted by the U. s. Public Health Service in 1935-36 and other data.
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are longer than the average. Late adolescence and early adulthood are the
healthiest ages. Age differences in disabling illness are shown for all illnesses
and for two broad classes of disease by the following tabulation (5, p. 176):
Disabling illnesses I per year per
1,000 persons
Age groups
All

disases
All ages--------------------------------------------............

Under 15----

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

---------------------............

15 to 24 . -----..............
......-..............
.. _........
25 to64 -----------------------------------------------.............
5 and over--------------------------------------....................

Communi- "Degener-

cable

diseases 2

171.4

30.3

224.6

105.4

128. 8
149.6
275.6

12.4
5.0
23

ative"

diseases

14.4

3.6
3.4
150
86. 4

I Disabling 7 days or longer.
2 Includes measles, scarlet fever, whooping cough, mumps, chickenpox, and diphtheria.
* Includes cancer: diabetes; paralysis due to cerebral hemorrhage and other causes; diseases of the heart
arteriosclerosis, and high-blood pressure; other diseases of the circulatory system, exclusive of hemorrhoids
and varicose veins; nephritis and other nonvenereal diseases of the genito-urinary system, exclusive of
diseases of the female genital organs.

For a long time public attention has been focused on the communicable diseases.
The so-called degenerative diseases, which are characteristic of advanced age
and are usually long-continued or chronic in nature, have been largely neglected.
But the seriousness of chronic disease has become increasingly evident from many
special studies and surveys. At a given time, probably one person out of five in
our population is afflicted with some chronic disease or major physical impairment or defect needing medical attention (6).
Unrecognized illness.-Much sickness escapes enumeration in mass studies or
even recognition by the sick person and his family. The man who dies unexpectedly from heart disease was ill in the preceding months or years though he
may have considered himself well and have been so reported in a canvass of illness made a day, a week, or a month before his death. Only by thorough medical
examinations, in which the physician's skill is supplemented by special laboratory
tests, can the extent of illness or need for medical care be ascertained.
For example, many persons have cancer for months or even years before they

are aware of it. Often no diagnosis is made until the disease has become far
advanced. A substantial number of cases remain undiagnosed until cancer has
caused death. Among the first 3,000,000 young men who had selective-service
examinations (7, p. 35, table 7), growths which were definitely malignant were
found in an average of 2 per 10,000. An additional 25 per 10,000 had tumors not
specified as nonmalignant. In a subsequent sample representing registrants examined between April 1942 and December 1943, malignant tumors were observed at
a rate of 3 per 10,000 examined (8). Most of these men had no previous knowledge of their condition. This and other evidence suggests that the number of
persons with cancer must he larger than a recent national estimate of 500,000
known cases, which was made by applying to the whole population the proportion
of persons under medical treatment for cancer in certain cities where intensive
studies have been made (9). Similarly, X-ray examinations of large groups of
presumably healthy adults have shown that, on the average, 15 persons in every
1,000 give X-ray evidence of reinfection tuberculosis (10).
Neglected disease and defects.-Intensive examinations cast light on the vast
amount of neglected ill health and physical defects. For example. examination
of, nearly 150,000 young people under the out-of-school work program of the
National Youth Administration indicated that "while only one-third of the youth
were limited in their employability, about nine-tenths of all the youth examined
had one or more 'health defects.' This is shown by the number of youth for whom
the examining physicians and dentists recommended some sort of medical or
dental service."
Two-thirds were "fit for any work or athletic activity," 30 percent "had health
defects which limited their employability to some degree." Three percent were
found to be "either temporarily or permanently unfit for NYA employment" (11).
Examination of Farm Security Administration borrowers showed significant
prevalence of defects among low-income farmers. In a representative sample of
some 6,000 white persons and 1,000 Negroes one or more "physical defects" worthy
6
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of note were found for 96 percent of the white group and 97 percent of the Negroes.
Forty-six percent of the white group and 41 percent of the Negroes had 4 or more
defects.
These statistics could be closely paralleled by similar findings among industrial
groups. For example, the examination of employees of the Pullman Co. in
Chicago for 1924 and 1940 showed the following classification, despite the fact
that from 1925 to 1940 the company had rejected 10 percent of the 5,227 applicants
for employment because of physical defects (12) :
Percent
Physical fitness rating
1940

1924
A
B
iC
D
E

------------------------------------------....---..
(good physique)......---...-----------------------------------------(minor defects, etc.) -----------------------------------------.----------(defects, etc.)--....---(defects, etc.) .......--------------------------------------------(unfit for Work) .............---.....-----.---------------------------------.

25
44
25
5

18
41
35
5
1

Results of selective-service examinations.-Despite the repeated lowering of
selective-service physical standards, near the end of the war, of the 16,000,000
youth examined, fully half were unfit for military service. These,consisted of
5,000,000 rejectees, a million and a half men with rejectable defects who were
inducted into the armed forces and rehabilitated, and an additional million and
a half men who were inducted but who had to be discharged for mental and
physical defects not acquired in the service.
The rehabilitation of a million and a half men who were unfit for military
service is in no way -a full measure of the extent of the correctable or preventable
defects among the men who were found unfit to defend their country. The nature
of defects among the rejectees suggests that a half to two-thirds of the defects
could have been prevented or rehabilitated with timely care.
The defects for which 4.2 million IV-F's were found unfit for military service
were as follows:
Principal causes for rejection of registrants 18 to 37 years of age at local boards
and induction stations, October 1940 to May 1944
Cause for rejection

Rank .
All causes-----------..........

--------....----------------------------------------

1
2
3
4

Mental disease-......----...--.--.------------------------------------------------- .
-------.----------------.....--..Mental deficiency . .--.-- ..--..-- ---..--Manifestly disqualifying defects ....---.--.----------------------------------------------------Musculoskeletal (muscles and bones) ......--------------......

6
7
8
9
10
11
12
13

.-------.----..--.---------..-----------Cardiovasculat (heart and blood vessels) Hernia ....-...------------...-------------------------------------------Neurological...........----------..--------....---------....-------------------...
---------------------------------------- --.....------.....
Eyes------------------------------------------------------..------........---Ears-..-- -Tuberculosis .....- -..--.------.---.-------------------------------------------.........--------.. ------.-----.------------------------------------Lungs....-------------------------------------.
Underweight and overweight.----.---....
All others--. ----....------..............------------------------

5

Syphilis..----.

---.---........--------

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

Percent
00
17
14
10
7

7
6
6

5
4
3
2
1
13

I Hearings before a subcommittee of the Committee on Education and Labor, U. 8. Senate, on S. Res.
74; July 10-12, 1944; pt. 5, p. 1625.
Includes educational deficiency, morons, Imbeciles, and idiots.
3 Both arms or legs missing, total blindness, total deafness, etc.

As one would anticipate, the rejection rates were by no means uniform in the
population. There was a sharp progressive increase with age. Among the first
3.000,000 examined, the rejection rate for those aged 22 was 42 percent. It was
41 percent for those aged 23, rising progressively to a maximum of 86 percent
for those aged 37. Among the men examined from September 1942 through June
1943, the rejection rate for those aged 18 was 28 percent; the minimum rejection
' Unpublished data of the Farm Security Administration.
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rate of 25 percent, however, was for those aged 19, rising progressively to a maximum of 55 percent for those aged 37 and 68 percent for persons aged 46.
Rejection rates were higher for Negroes than for whites. For those examined
between September 1942 through June 1948, the rates were 34 rejections for 100
whites examined as against 53 Negroes per 100. Rejection rates were higher in
predominantly rural States than in urban States and were higher among agricultural workers than among other occupational groups. One special study of
18- and 19-year-olds showed the rejection rate among farm boys as 41 per 100
and among the unemployed 38, compared with 20 per 100 among professional and

semiprofessional workers, craftsmen, foremen, and kindred workers.

The over-

all rejection rate for the group was 25 per 100-the rates for whites being 24 and
that for Negroes 46.

These and other known differentials in rejection rates leave no doubt that
these rates were as high as they were because of past medical neglect.
Rejection rates per se are only one indication of the state of the national
health. Selective-service examinations have made available to the Nation sampled data showing the frequency of various types of physical or mental defects
among all the men examined, whether inducted or rejected. These statistics on
recorded defects are summarized below:

Rate of all recorded defects per 1,000 registrants examined

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

Sample
No.

Sample
No. 1

Defect
..........-.-----------

Eyes------------....................................................
Ears.........-------------...................
----------.-.--......
.
Teeth...........-----------------............................
Mouth and gums...----.....--------------------.------.
Nose----------------------------------------..........-..--..--..
-68.9
Throat -- ------- ------.--------------......-------...............
Lungs .----------.---..-----------------.----------------.
Tuberculosis........
--------------...............................
.
Cardiovascular .-----------.............................--------.
Blood and blood-forming --- ----.----------------------------Hernia ---........ ---------------------..............
Kidney and urinary ---. .----------------------.---------------Abdominal viscera--....----....
---------.-------------------Genitalia---..--...............----------------..............-.....
Syphilis -------..........
--------.............................
Gonorrhea and other venereal ....-........................-.........
Skin___
------....--------------------------------------..
Hemorrhoids -------..-----....---------------..----------Varicose veins.--------------------------------Educational deficiency.-----.--------- ----------------Mental deficiency--....--..-------..--------......-----.....-.
Mental disease------------------------------------Neurological...
---------------.-----------------------------Musculoskeletal--..-- --------------------------------------Feet......---------..............--------------....----..---.-----.
Endocrine------........ ..--------..--------...
--.........---...-Neoplasms-....-----..........-------.......----------------..
Infectious and parasitic---------------------------------------------.......Underweight, overweight, and other ------

1,356.8

1,583.3

115.7
44.5
140.3
63.9

123.5
50.1
167.8
84.2
81.5
81.5
16. 2
9.7
83.1
1.3
79.7
9.0
44.5
81.3
30.8
7.3
88.0
36.1
32.1
21.2
15.3
23.7
22.4
113.9
172.4
19.7
14.1
.6
73.3

66. 3
16.4
5.7
100.4
1.0
64.6
14.0
12.2
59.0
27.5
7.4
115.8
30.6
26.7
3.6
8.4
18.2
22.8
101.3
146.0
16. 0
11.3
.4
48.9

-

Sample
No. 3
1,197.
160.9
85.0
59.3
38.4
42.1
10.9
14.5
31.6
68.0
.6
48.0
%6
13.1
46.6
55.0
6.6
29.2
17.5
22.0
------66.4
117.5
23.9
105.0
102.3
5.6
14.3
LO
62.5

1 Hearings before a subcommittee of the Committee on Education and Labor, U. 8. Senate, on S. Res.
74; July 10-12, 1944; pt. 6, p. 1627.
2 Based on sample of Form 200 covering 19,923 registrants examined at local boards November 1940
through May 1941. Each registrant had a maximum of 3 defects recorded.
3 Based on sample of Form 200 covering 121,966 registrants examined at local boards November 1940
through September 1941. In this sample, the number of defects recorded was not limited to 3.
SBased on sample of Form 221 covering 70 608 registrants examined at local boards and induction sta-

tions November and December 1943 (preliminary figures).

Each registrant had a maximum of 3 defects

recorded.

The proportion of men found without significant defects varied from 36 to
89 percent among those examined from April 1942 to December 1943.

Increase in illness as income deoreases.-The amount of illness is not uniform throughout the population; the prevalence and the incidence of illness vary
not only by age but by sex, race, income level, and other factors.
In the homes of the poor, sickness comes oftener and lasts longer than in the
homes of the well-to-do, and death comes earlier. The chance for health and
even for survival is far less among low-income groups than among families in
moderate or comfortable circumstances (14). Much of the cost of dependency
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which results from 'this association of sickness and poverty is borne by the
whole population.
The greater concentration of disabling illnesses among the lowest income
groups is shown below. The illustration covers age group 15 to 64 and represents disabilities lasting 1 week or longer (15).
Daus of
disabilityper
person per year
Annual family income and relief status:
16. 0
------- ----------Relief -------------Nonrelief:
11.6
Less than $1,000-------------------------------7.9
$1,000 to $1,499
---------------------------------------6.9
-----------$1,500 to $2,999
6. 7
----------------$3,000 or more --...-------------The wage earners in families with annual incomes under $1,000 have more
than twice as may days of disability a year as have those whose family incomes
are $3,000 or more.
Unpredictabilityof iness and costs
Sickness rates are averages. They conceal the differences between group
and individual experience. The average may forecast reliably how much sickness will occur among a thousand or a million persons, but it gives no forecast for the individual. One person may go through the year with no illness;
another may have two, three, or more. The illness of one may be mild and
brief; of another, severe, long, and incapacitating. For example, studies (16:'
p. 54) made some years ago, indicated that in the course of a year, in a group
of 1,000,000 persons, the approximate incidence of illness is as follows:
470,000 will suffer no serious illness.
320,000 will be sick once.
140,000 will be sick twice.
50,000 will be sick three times.
20,000 will be sick four or more times.
Variations like these recur year after year; but no one can anticipate whether
his family will be the one to go through a year with little or no illness or will
be heavily burdened by sickness.
These large variations in the occurrence, duration, and severity of illness
among individuals cause similarly large differences in their need for medical
services and in medical costs. As medical science advances, there has been
great increase in the variety of necessarily costly special skills, laboratory
techniques, and hospital services and therefore in the range of medical costs
for adequate modern care.
Unlike costs of food, shelter, or other necessities, there costs cannot be
budgeted by the individual family because the need for care and the amount
required to pay for it cannot be foreseen.
A family, if it wishes, can ordinarily determine how much of the pay check
will go for rent, clothing, or food, and of what remains how much for upkeep
or purchase of a car, recreation, education of the children, and other desires
in family living. Household expenses may, for example, be reduced in order
to buy a car; the family income will usually determine whether it is a Ford
or a Lincoln.
No one, however, can decide in advance what the year's costs of sickness will
be or whether the sickness bill will be of Ford or of Lincoln magnitude.
Unexpected pneumonia, chronic appendicitis which suddenly becomes acute, an
ear infection which develops into mastoiditis, a serious accident-these and
many other situations may require any amount from a month's pay to a yea's
income or more. Life savings may be exhausted, debts may dog the family for
years, plans for buying a home or paying for a college education may be
scrapped. The burden of high medical charges is particularly heavy for lowincome families because food, shelter, and clothing take most of what they
earn. An expensive illness has wrecked many a family's solvency. The records
of charitable and welfare organizations are full of cases in which a long and
expensive illness, especially when it strikes the breadwinner, has caused family
break-down and dependency.
Uneven distribution of medical costs '
An example or two from the many and detailed studies in this field illustrate
the extent of the variation in family bills for sickness.
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Among the 8,581 families studied by the Committee on the Costs of Medical
Care in 1927-32 (16, p. 305), 58 percent of the families incurred only 18 percent of the total charges reported in a year, while upon 10 percent of the
families fell 41 percent of the total charges:
Total annual charges per family

Pfamlet o

Charges

total

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

100

100

Less than $60..---- ---------- ------------------...................-......-.....
$60 to $250 ----------------..--...
.......
....--------....
--....................
$250 or more --------.---------------.-------....
---------....................

58
32
10

18
11
41

In a study of 2,157 urban California families during a 3-month period in
1934, "charges of $60 and over constituted 60.3 percent of the total but only 10.9
percent of the families were responsible for their payment. Likewise, 3.3 percent
of the households of the totally unemployed incurred 46.5 percent of the charges
reported for this group" (17). Studies of representative communities in the
United States made during a 12-month period in 1935-36'by the Bureau of Home
Economics, Department of Agriculture, and the Bureau of Labor Statistics, Department of Labor, reveal the same uneven distribution of costs (18).
Gaps between needs for care and services received
There is a broad general correlation between income and the extent to which
people receive or go without care in time of illness. This correlation is illustrated
both by the relation between income and the amount of medical care purchased
and also by the extent to which people in low-income groups' suffer illness with
no care at alL
Relation of income to the purchase of medical care.-Although low-income
families have more than average amounts of illness and greater and more
frequent need for care, they receive far less medical service than the well-to-do.
One illustration of many which might be cited is provided by the following tabulation showing the differences in the volume of three important types of services
received by families at different income levels studied by the Committee on the
Costs of Medical Care in 1928-31 (16: p. 283) :
Services received per 1,000 persons
Income classes

Physicians'

calls

----------------..
Less than $1,200..--------------.............
------..-----------------$1,200 to $2,000-...--.---------...
---------.........------------$2,000 to $3,000---...---...--....
-------.........---------------..
$3,000 to $5,000..--..-------...
$5,000 to $10,000 .........---------....--------------------...
--------------........
$10,000 or more.........-----------.......

2,194
2 293
2,548
3,049
4,066
6,481

Days of.
general

Dental

hospital
care

(cae)
(cases)

928
667
757
604
840
1,201

118
186
248
309
446
622

' Includes all home, office, and clinic calls of physicians, and health examinations, including well-baby
care immunizations, and refractions.
1 For individuals aged 3 years and over.

Families with incomes of $10,000 or more received more than twice as many
physicians' calls as did those in the three lowest income groups and over a third
more than those with incomes of $5,000 to $10,000. They also received many
more days of hospital care. The hospital care reported by families with incomes
of less than $1,200 undoubtedly represents much that was free. Families in the
highest income group received from two and one-half to five times as much dental
care as did those in the three lowest income groups.
If low-income families were able to pay for all the care they need, the volume
of service they receive should exceed that received by the well-to-do since lowincome families have more sickness and 'more serious sickness. Families with
low incomes not only receive less care but of course ordinarily spend less for
medical services. In over two-thirds of the families with incomes of less than
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$1,200 studied by the Committee on the Costs of Medical Care, the annual charges
amounted to $40 or less, and only a tenth incurred charges of $100 or more.
Among families with the highest incomes, on the other hand, barely a tenth fell
into the group who incurred charges of $40 or less, and over four-fifths (84.2
percent) had charges of $100 or more (16: p. 289).
The relation between income and expenditures is even clearer when the charges
per person, rather than per family, are considered. More than twice as much
was spent per person in families with $2,000 to $3,000 as in families with incomes
below $1,200. Charges incurred by families with incomes of $10,000 or more were
$115.12 per.person, as contrasted with the $10.57 per person incurred by those
in the lowest income groups (16: p. 292).
Nevertheless, though spending less in dollar amounts, low-income families
usually spend a greater proportion of their incomes on the costs of sickness than
do the well-to-do and the wealthy. This situation, which was revealed in the
Committee on the Costs of Medical Care studies, is also brought out by more
recent inquiries (19). The following tabulation presents the estimated average
medical-care expenditures during 1941 of all families and single consumers, and
the percent of income spent for medical care, by money-income group and type
of community in the United States:
Average medical-care expenditure, Janurary to
December 1941
Money income group I

Urban '
Average
spent

-----.......Less than $500-.....--..--------------...
.
.--..-------....-- .
$500 to $999-.--...................
----1,000 to $1,499.--..----.----------------.....--.--$1,500 to $1,999 ----------------.....------.
$2,000 to $2,499--....---...----..-.-..----.---..----...
.
..
-----$2,500 to $2,999---..--......................
...---...----....-----..
..
$3,000 to $4,999-...--..--.--..----- .---..--....-------..
$5,000 to $9,999 ---------....

$26
32
6---8
77
96
115
153
236

Rural nonfarm

Percent of
income

/Average

8.3
4.3
4.7
4. 4
4. 3
4. 2
4.1
3.8 ..-.

spent

Percent of
income

$24
51
70
85
1024.3

8. 2
6.9
5. 7
5.0

4.3
162
a3 5
---....-..-.

I Represents annual income for January to December 1941.
2 Data smoothed mathematically to eliminate random errors introduced by small sample.
* Relates to income group of $3,000 or more.

Illness without medical attendance.-The percentage of illness which is without medical attendance declines steadily as income rises. For example, among
the families studied by the Committee on the Costs of Medical Care (5: p. 113),
37 percent of all illnesses (disabling and nondisabling) reported by families with
less than $1,200 had no medical attention, while among families with incomes
of $10,000 or more only 12 percent of the illnesses were unattended. For disabling illnesses, nearly four times as many in the lowest income group went without medical attendance as did those in the highest income group (29 percent as
against 8.5 percent).'
In their study of conditions in California, Dodd and Penrose (20) found that in
1934 "less than 60 percent of the people in this State who are in need of medical
care are receiving such care. Only 56 percent of those with incomes of less than
$3,000 a year-including almost 90 percent of the total population of the Stateare receiving the care that is needed. Among those with incomes of $3,000 or
more * * * 18 percent who have reported a need are going without the required services * * * inadequacy of care Is most acute among persons in rural
districts, where almost one-half of those with ailments remain unattended."
A study of 1,250 persons in 308 low-income families in Arkansas (21) illustrates
the lack of medical care in rural communities. In the lowest income group
(family income less than $250 per year), 85 percent of the reported illnesses
were unattended by a physician. Even among those in the highest income group
* In all comparisons of illness rates among the different economic groups one must not
lose sight of the large volume of undiagnosed illnesses in the population. The greater extent of such illnesses among the low-income groups who receive much less medical attention
must be taken for granted. Therefore the greater illness rate among low income groups as
revealed by numerous studies based upon self-reporting probably understates the actual
difference.
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(family income $2,000 or more) 61 percent of the illnesses received no care from
physicians. This and many other studies indicate that people in small towns
and rural areas receive less hospital and nursing care than residents of the larger
cities.
These findings conform to the general conclusions reached by the Bureau
of Medical Economics of the American Medical Association in 1939 (22). The
Bureau stated that families with incomes of less than $3,000 sometimes require
outside assistance in the case of major illness, while thise with incomes below
$1,500 may need special assistance even for minor illnesses. Even in 1941 when
the per capita income reached its highest prewar peak, 85 percent of American
families had annual incomes of less than $3,000. It is not surprising, therefore,
that many illnesses received no care.
Need for earlier care.-An indication of greater inadequacy of medical care
in rural areas appears from recent statistics on care at childbirth (23). In
cities with populations of 10,000 and over in 1943, only 2 percent of the live births
were not attended by a physician; in rural areas (including communities under
2,500), the percentage was 13. There is an even greater contrast in the care of
white and nonwhite women. Only 2 percent of the white infants were born without a physician in attendance; 43 percent of the nonwhite births were attended
only by midwives or other nonmedical persons.
There are like differences in prenatal care. It is, therefore, not surprising
that the maternal mortality rate (number of maternal deaths per 1,000 live births)
and the infant mortality rate are higher among rural groups than among urban
groups, and much higher among nonwhite groups than among white groups.
In 1943 the national maternal mortality rate was 2.5 per 1,000, but the maternal
mortality was a fifth greater in rural areas than in cities with populations of
25,000 and over (24). The Nation-wide death rate for nonwhite mothers was
more than twice that for white mothers (25). In that same year, there were 26
States in which the death rate among nonwhite was more than twice the rate
among white people and, in five of these States, nonwhite rate were more than
four times (25) the rates for white women.
In 1943, infant mortality was 40 per 1,000 live births throughout the Nation,
but was 41 per 1,000 live births in rural communities and 36 in cities with
populations of 100,000 or more. The country-wide rate was 37 for white babies
and 62 for Negro infants (2/). In Harlem (a section of New York City predominantly Negro), infant mortality rates in certain health areas were 60 or
more during the period 1939-41. During this same period there were other
city health areas (predominantly white) with rates of 12 and 13 (26).
The partial conquest of tuberculosis, once the "great white plague," is a
source of great pride in accomplishment. Its persistence is due largely to inadequacies in care, especially for economic reasons. -Early detection of the
disease and early treatment are extremely important. Nevertheless, only 13
percent of the patients with pulmonary tuberculosis admitted to tuberculosis
sanatoria are in the early stage of the disease (27). Thirty-two percent are
moderately advanced at admission and more than half-55 percent-are far advanced. Early detection and treatment of tuberculosis means a saving not only
in lives but also in costs of medical care and loss of wages. Ignorance of the
seriousness of their condition probably deters some people from seeking care.
Fear that the doctor may tell them they have tuberculosis probably delays others.
For a large proportion, however, the chief reason for delay is undoubtedly
economic. The tuberculosis death rate is generally highest in the States where
facilities are least adequate and programs for tuberculosis control least developed.
The difference between white and nonwhite rates is even more pronouncd
in tuberculosis than in maternal and infant mortality. In 1942 the death rate
from tuberculosis among white people in the United States was 34 per 100,000
population; the rate for nonwhit persons was 94, almost three times as high
(28). In two predominantly Negro areas in Harlem the rates over the years
1939-41 were 303 and 292. In contrast, in one predominantly white area no
tuberculosis deaths were reported, and in another the rate was 4.
It has been estimated that "ideal application of present knowledge of control would reduce the cancer mortality rate by 25 percent" (29). Intensive
studies conducted since 1937 by the National Institute of Health shows that a
large proportion of the persons reported to institute investigators as having
suffered from cancer had been under treatment for less than a year, and in
some cases the diagnosis was made only at the time of death. The disease
usually was moderately advanced by the time treatment was commenced (9:
p. 39).
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Inadequacy of care.-Unless it is assumed that the well-to-do receive too much
service, the records from various studies show that the poorer groups receive
far too little. A more explicit approach to this problem can be made by comparing the amount of services received with some quantitative standard of
adequate care. The Lee-Jones standards (30), developed about 15 years ago,
reflected the best medical opinion then available as to what was necessary for
"good medical care." In the intervening period medical opinion has undergone
many changes, but there has been no reason to challenge the fundamental validity
of the Lee-Jones standards except, perhaps, for their convervatism. In relation
to these standards, even people in the upper income brackets ($10,000 or more)
do not receive all the service which professional judgment considers desirable.
Since low-income families suffer more illness than the well-to-do and receive less
care, the gap between volume of care received and needed widens as income
declines.
The following tabulation disregards income and compares the total number
of services of various types actually received per 1,000 persons with the number
which should have been received, according to the Lee-Jones standards (16:
p. 124):
Rates per 1,000 persons
Types of service

Cases hospitalized in general hospitals (1 day or longer) ------------------Days of care in general hospitals -.....--..------------------------------------.
Home, office, and clinic calls (physicians).-------------------- -------------Dental care (persons over 3 years of age).--.------------..---------.------------Health examiations 4.....--------------------.---.-------------------------Immunizations .......-..----------------------------------------------------------- ------------------Number of refractions or glasses ' ---------.-----

Services
received
(family
survey)
59
746
2, 391
241
82
59
42

Services
required
(Lee-Jones
study)
107
1,386
5,650
1,000
942
185
175

I Data on all incomes were weighted for the several income classes according to the proportions presumed
to obtain in the United States during the period of the study, 1928-31.
1 Includes all hospitals except tuberculosis sanatoria and trental-disease hospitals.
3 Excludes well-baby care and, when no illness is involved, health examinations, immunizations, dental
and eye cases. Includes minor nondisabling illness.
4 Includes well-baby care.
SIncludes service whether or not accompanied by Illness.

Hospitalization as judged by the Lee-Jones standards was received by only
about half the cases which needed it. Cases in general hospitals received only
about half as many days of care as they should have had. Doctors' calls--home,
ofice, and clinic-were less than half the number there should have been. Only
about one-fourth of the people who needed dental care received it. Less than a
tenth of the necessary number of health examinations, barely a third of the
requisite immunizations, and less than a fourth of the needed refractions or
glasses were given.
Only a fraction of the cases of illness which required X-ray services and laboratory procedures received them. While undoubtedly some of these services
were included in a flat-rate hospital bill and omitted in the count of specific
services received, the difference between services received and services needed
was far too great to be ascribed to this procedure.
Have we any direct evidence that volume of service is greater when the economic barrier has been removed? The preceding discussion surely indicates that
costs are responsible in large measure for the differences between services
needed and received. This conclusion is fortified by the experience of a group
of people who received their medical care through a plan which freed them from
paying for services at the time they were received.
Studies of prepayment plans for medical care reveal that the groups of people
who belong to them receive more care from physicians than any group surveyed
by the Committee on the Costs of Medical Care, except possibly families with
incomes of $10,000 or more. The prepayment plans studied show from 4.7 to 13.9
clinic and home visits received per eligible member per year from the staff of the
prepayment organizations. Additional care may have been received from physicians outside the prepayment plans (31). A more detailed unpublished study of
one prepayment plan which reported 6.7 clinic or home visits per eligible member
per year shows that 5.2 were physicians' home or clinic visits; the others consisted
85907--46-pt. 4--

33
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of clinic visits to which a nurse or laboratory technician provided the service and
a physician was not seen. This 5.2 average exceeds the average of 4.2 home or
office calls received by members of families with incomes of $10,000 or more studied
by the Committee on the Costs of Medical Care. That same study showed that
members of families with incomes of less than $1,200 received only 2.0 physicians'
home or office visits in a year, and that in families with incomes of $2,000-$2,999,
2.5 visits per person were received (16).
The Committee on the Costs of Medical Care and other studies have indicated
that not even persons in the highest income groups meet the dental adequacy
standard contained in the Lee-Jones study. For all income groups, only about
25 percent of the dental needs of the Nation are being met. According to the
estimated unmet dental needs, as stated by Surg. Gen. Thomas Parran, United
States Public Health Service (S2), the full-time services of more than 400,000
dentists, 330,000 more than are available, would be needed during an entire year
to put the teeth of the Nation in good condition. The results of an intensive study
of dental needs for the adult white population indicate that instead of the potential minimum of about 144,000,000 dental services of various types estimated to
be required annually by this group, fewer than 59,000,000 services are received
each year (33).
The vast amount of already existing dental defects was clearly demonstrated
by selective-service examinations. During the first year that selective service
was in operation, dental defects outranked all other recorded defects and accounted for 21 percent of the first 900,000 rejections. Later the requirements
were modified and practically all standards of dental health were eliminated
except for such conditions as severe jaw malformation or malignancies. According to Maj. Gen. Robert H. Mills, Director of the Dental Division, Office of the
Surgeon General, United States Army, it was found that the average dental requirements for every 100 inductees were about 60 to 80 extractions and a minimum
of 240 fillings. By October 1943, the Army Dental Corps had made 71.5 million
fillings, 165 million extractions, and 2.6 million dentures for personnel of the
Army since Pearl Harbor (34).
Although several factors contribute to the present inadequacy of dental care,
such as uneven distribution of dentists and the fact that the public in general has
not been adequately educated regarding the necessity for dental care, surveys
have indicated that insufficient care is most commonly the result of inability to
pay and that the frequency of dental services received bears a direct relation
to annual income. Among more than 38,000 white persons of all ages canvassed
by the Committee on the Costs of Medical Care in 18 States, dental services classified according to family income were as follows (35) :
Annual rate per 1,000 population
of srvic
Type o service$1,200
Fillings_----------

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

Extractions..----.------- -----------------------All prophylaxis..---....----..--------.-------.---...
-

.
Crowns and bridges--..----------------.------

Plates-----..
X-ray--..---...

----------------------------------.--..

.....

$2,000 to
$2,99

141.4

289.4

474.3

617. 8

996.7

233.6
23.3

298.0
44.8

308.9
81.0

311.7
145.4

253.8
359.6

7.6

18.9

32.3

55. 3

S2.2

6.9

11.9

15.9

12.8

13.3

14.2

23.9

40.8

69.6

1.9
13.1

3.4
17.0

5.3
37.5

29.0
91.2

6.4
---...................

- --------------------Orthodontia.----------Examination or prophylaxis only---.....------------

$5,000
$3,000 to
$4,999
and over

$1,200 to
$1,990

Under

.6
5.1

I Adjusted to the age distribution of the white population in the death registration area in 1930.

Maldistribution of resources
The adequacy of personnel and facilities for medical care in any given area is
almost always closely correlated with its economic resources. Before the war,
shortages in doctors, nurses, and other health personnel, and in health facilities
existed in low-income and rural areas. With the war and the recruitment of
thousands of health personnel into armed service, critical shortages became more
acute in many areas where previously too few medical personnel were available.
Number and distributionof physicians.-Before the war, the United States as a
whole was well supplied with physicians. In 1940, according to statistics prepared by the American Medical Association, the total number of licensed physicians was about 175,000 (36) or, on a peacetime basis, approximately 1 licensed
physician to 752 in the population. But even in normal times, not all licensed
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physicians are effectively or actually available for practice or other general
service to the civilian population.
A sizable proportion-about one-fifth-are aged or partly or wholly disabled;
are in Regular Army, Navy, or Public Health Service; or are interns and residents.
After taking account of this group, the number of active physicians available
in 1940 totaled 140,755 (37), a ratio of 1 active physician to every 935 persons in
the population. This country-wide average conceals wide variations from region
to region and State to State and among counties within the States.
New York State in 1940 had 1 active physician to 597 persons; Massachusetts,
1 to 696; California, 1 to 747; and the District of Columbia, 1 to 411, Iii
Mississippi, on the other hand, the ratio was 1 active physician to 1,784 persons;
in Alabama, 1 to 1,684; in South Dakota, 1 to 1,657; and in South Carolina, 1 to
1,565.
These State ratios conceal large differences in the availability of physicions
in different localities; even before the war, 37 counties in the United States had
no active physicians; 8 of these counties had populations of more than 3,000
persons (38). Six counties, in 1940, had more than 10,000 persons per active
physician, 2 of these counties-Sandoval in New Mexico and Stewart in Tennessee-having more than 13,000 persons per doctor.
-An inadequate number of physicians is characteristic of rural areas. The
most rural States, in 1940, could claim only 1 active physician to 1,295 persons
while the most urban States could claim 1 to 613 persons. A disproportionate
share of the rural physicians were relatively old men. In a study of the effect
of local factors on the location of physicians, it was pointed out:
"In counties with the highest per capita incomes the physician-population
ratio was nearly four times as great as in the poorest counties; this ratio for
physicians under 45 years of age was eight times as great. More than one-half
of all physicians in the wealthy counties were under 45 years of age, but less
than one-fourth were in this category in the poorest counties (39: p. 1947)."
The heavy recruiting of younger physicians for service in the armed forces
aggravated the prewar situation. By 1944, the total number of active physicions
in the country had dropped to 99,000, leaving a physicion-population ratio of 1
to 1,284 persons. Wide variations in the distribution of physicions among States
and counties existed in even greater measure than before (37).
In 1944, the counties with no active physicians reached a total of 81; 30 had
populations of more than 3,000. Twenty counties were found to have more than
10,000 persons per physician, 2 Virginia counties-Carroll and Franklin-having
nearly 22,000 per doctor (38).
In spite of accelerated medical training during the war, the situation in the
postwar period in many areas may be no better and probably will be worse than
it was before the war. Undoubtedly the Army and Navy will need about 12,000
physicians to care for a contemplated peacetime force of 2,000,000 men. 6 Many
of the doctors who remain in the service will probably be those who formerly
practiced in needy areas and will consider that adequate facilities for practice
and assured income are more desirable than their previous lot.
Information on the postwar plans of medical officers in the Army, Navy,
Public Health Service, and Veterans' Administration was obtained from questionnaires sent by the American Medical Association's Committee on Postwar
Medical Service to all medical officers on duty in those services. A summary
of 21,029 replies shows that about 12 percent of the medical officers desired to
remain in Government service (40). Approximately 40 percent gave no answer
as to their choice of community of practice after the war. The majority of these,
however, were recent graduates and probably had not established a practice
before entering the military service. Of the men who had a definite community
selected for postwar practice, about half chose cities of 25,000 to 250,000; 17
percent chose cities of 250,000 or more; 20 percent, cities of 2,500 to 25,000; and
less than 1 percent communities of 2,500 or less (41).
Nearly half of all medical officers indicated their intention to return to their
former community of practice. Of all officers responding to the questionnaire,
11 percent were willing to go to a new community in need of physicians if a subsidy
were provided for several months; more than 15 percent would locate in such
* Estimated on the basis of an average of 6.0 doctors in the Army Medical Corps per 1,000

Sen during 1936-41, and 6 doctors in the Navy per 1,000 men as of June 80, 1941. War
Department, Annual Reports of the Surgeon General, U. S. Army, 1937-41; Annual Reports
of the Secretary of War, 1937-38; Director of Selective Service, Selective Service in Peae,
time, p. 418: also unpublished data.
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areas if diagnostic facilities were aavilable; and nearly 29 percent, if hospital
facilities were available (40).
Distribution of specialists.-It is estimated that before the war, from 25,000 to
35,000 full-time specialists were in private practice. Accordingly, for a peacetime
population of 132,000,000, there was about 1 full-time specialist for each 4,0005,000 people.
SThe 1942 issue of the Directory of Medical Specialists (42) listed some 18,000
physicians who had been certified by the various boards as "diplomates" in their
particular specialties. This number has probably increased to more than 25,000
since, during the war, many young physicians became qualified by means of special
training with the armed forces.
The tendency for physicians to settle in the urban areas and in the wealthier
sections of the country is particularly marked among the specialists ((49) pp.
In 1941, 71 percent of the 1,717 certified
421-766, 1268-1499, 1798-1985).
of children's diseases) were located
treatment
the
in
(specialists
pediatricians
76 percent of children under 5 years
yet
in cities with 100,000 or more population,
of age in 1940 were in rural areas and cities of less than 100,000 population (48).
While these certified pediatricians doubtless cared for some children from neighboring areas, 2,762 out of 3,073 counties in the United States had no certified
pediatricians in 1941.
In 1941 half of the Nation's certified ophthalmologists (specialists on the eye
and its diseases) were located in five States--New York, Pennsylvania, Illinois,
Ohio, and California. Eighty-seven percent were in cities of more than 25,000
population. Only 376 counties had a certified ophthalmologist in 1941.
Vermont had only five surgeons certified by the American Board of Surgery,
all of them in Burlington in 1941. The four certified surgeons in Mississippi were
located in three of the largest cities in that State. There were only three certified obstetricians in Arkansas. Mississippi had only one certified obstetrician;
New Mexico, 3; Oklahoma, 7; South Carolina, 5. There were none in Idaho,
New Hampshire, Nevada, or South Dakota.
While the maldistribution is probably greater among certified specialists than
among physicians who limit themselves to a specialty but have not been certified,
the situation among the certified groups probably illustrates the trend among
all specialists.
Physicians trained in modern medical schools to utilize elaborate diagnostic
and treatment facilities find it difficult to practice in communities where these
facilities are not easily available. It is understandable that they should prefer
to practice in communities which are wealthy enough to assure them a comfortable
and attractive living. Specialists in particular cannot make a good living in a
community with a low per capita income, where people cannot afford to pay
specialists' charges, or in small communities where the number of people who
require service from a specialist of one type or another is insufficient to keep
them busy. Thus, the urban concentration of physicians in general and of
specialists in particular reflects and is correlated with concentration of population, economic resources of the community, and the availability of hospital and
other facilities.
Income of physicians.-These economic factors are reflected in differences in
the average incomes of physicians according to the size of the communities in
which they practice. Estimates are presented here for 1929 when physicians had
inforhigher average incomes than in any other prewar year for which there is
mation, for the year 1941, and for the war year 1943.
For 1929, the national average per physician was estimated (44) as $9,460.
gross income and $5,700 net income. In communities with less than 5,000 population, gross incomes averaged $5,285 and net incomes $3,200. Average incomes
in cities with populations of a million or more amounted to $12,125 gross and
$6,900 net.

For 1941, the national estimate of average gross income was $S,524; average
net income, $5,047 (45: pp. 16-20). As in 1929, physicians living in the smaller
communities reported the lowest incomes. In places with less than a thousand
in
population, the average net income was approximately $3,000. Physicians
income,
net
communities with from 100,000 to 500,000 people reported the highest

approximately $7,000.
practice.
Incomes for 1943 show the effect of the war on civilian physicians'
average
In that year, the average gross income of physicians was $13,606 and the average,
the
on
lower,
were
incomes
net income, $8,688. As in the earlier years,
1,000
in the smaller than in the larger communities. In communities of less than
persons,
persons, the average gross income was $9,470; in cities of 100,000-499,999

$16,599 (46).
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All inquiries indicate that specialists make the most money. In 1929, for
example, the average gross income of general practitioners was $6,421; of partial
specialists, $9,995; and of full specialists, $16,304. Iu 1943, average gross income
of general practitioners was $10,747; of partial specialists, $12,633; and of full
specialists, $15,837 (46). Net incomes showed the same relationships.
All income studies indicate a wide range of income for all physicians. For
instance, the 1941 study showed that almost 1 out of every 6 physicians had a net
income of less than $1,000 and nearly a quarter had net incomes of less than
$2,000; at the other extreme, 1 out of 8 had a net income of $10,000 or more (45).
The 1943 study showed the same variations. In that year, in terms of gross
income, about 1 out of 6 physicians had incomes below $4,500, whereas another 1
out of 6 had incomes of $22,500 or more (46).
Number and distribution of dentists.-According to a study made in 1941
(47) there were 77,510 dentists in the continental United States, or 1 dentist to
every 1,720 persons. The maldistribution of dentists is even more marked than
that of physicians. While there was 1 dentist to every 1,200 persons on the
west coast in 1941, and 1 to every 1,300 in the Middle Atlantic States, the West
South Central States reported only 1 to every 3,100, and the East South Central
States, 1 to every 3,900 persons.' South Carolina, Mississippi, and Arkansas had
only 1 dentist to more than 5,000 people in 1940 (48).
Because dentists tend to concentrate in large cities, the picture for small towns
and rural areas within each State is much worse. In 1941, 1 dentist in 2 was in a
city of 100,000 or more population; 1 in 8 was in a rural area or a village under
2,500 population (47). Yet the 1940 census found that in the aggregate, sparsely
populated places with less than 2,500 persons had 50 percent more people than
the number living in all cities of 100,000 or more (49).
The transfer of dentists to the armed forces accentuated the previous shortages.
By 1944, active civilian dentists numbered only 51,883, or a ratio of 1 dentist to
every 2,454 persons. The Middle Atlantic States in that year, ranked first in the
ratio of dentists to population with 1 dentist to 1,944 persons; the west north
central region had 1 to 1,949 persons; the Pacific region had 1 to 2,019 persons;
while the east south central region had only 1 to 4,683 persons (50).
Members of the dental profession have often asserted that the number of
dentists in the country, even were they appropriately distributed, would not be
nearly enough to provide adequate dental services for the whole population. A
recent study of the costs of dental care for adults (51) concludes:
"At the rate of 6.9 chair-hours per adult, all dentists in active practice in the
United States in 1938--if they had devoted themselves exclusively to initial care-would have been able to provide it for less than 20,000,000 adults per year of a
total population of over 130,000,000. The present number of dentists is insufficient to provide either initial or maintenance dental care for the total population
on an adequate level."
Income of dentists.-A study of the incomes of dentists in 20 States in 1929
(52) reported average gross income as, $8,279 and net income as $5,011. For
dentists in general practice in communities with less than 5,000 population,
average gross income was only about half that of dentists carrying on a general
practice in cities of a million or more.
In 1941, the reported average gross income of dental practitioners was $7,000;
the average net income, $3.800 (47). Average net income of dentists, in 1941,
was two-thirds again as much in cities of 25,000 to 500,000 as that of dentists in
villages with less than 1,000 population.
Only 4 percent of the dentists participating in the 1941 income study reported
themselves as full-time specialists: 1 in 10, as partial specialists. Dentists
limiting themselves to a specialty are found almost exclusively in the larger urban
communities. The full-time specialist had an average net income of about $6,100;
the partial specialist, of $4,300; while the general practitioner received about

$3,700.

Number and distributionof nurses.-About 170,600 nurses reported themselves
in active practice in 1943 according to a national survey of registered nurses
taken for that year (53: p. 9). In addition, about 39.000 Inactive nurses said
they were available for active duty. On January 1. 1945, 126,576 student nurses
were enrolled in State-accredited nursing schools (53: p. 34).
Private-duty nurses, like doctors and dentists, tend to settle where patients
can afford to pay them. The institutional nurses are, of course, found most
SDistribution of population by geographic regions in 1941 assumed as proportionate to
1940 census distribution.
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frequently in the communities where there are the largest number of hospitals
and sanatoria. For example, in 1943, the ratio of active nurses to population in
New England was 1 to 423, while in the south Atlantic region the ratio was 1 to
993, and in the west south central region, 1 to 1,359. Among States, the spread
was even greater--Connecticut with a ratio of 1 active registered nurse for
every 323 was at one extreme; Mississippi with 1 to every 4,407, at the other.
Of the 19,700 public-health nurses on January 1, 1945 (exclusive of those in
State and national agencies, industries, and universities), nearly two out of
every three were employed by urban agencies. About one county in every three
was without public-health nursing services (53: p. 66).
Income of nurses.-There is a wide range in the incomes of nurses. In 1941
full-time private-duty nurses had an average gross cash income of $1,200 from
nursing. In the far West, the average was as much as $1,300; in the Southwest
and Northwest, as little as $1,000 (45: pt. 3, pp. 25-28).
Graduate general-duty or general-staff nurses employed in hospitals received
on the average from $981 a year with full maintenance to more than $1,200 with
no maintenance. As a whole, general-staff nurses in Government hospitals
receive higher salaries than those in voluntary or proprietary institutions (54).
Public-health nurses, on the whole, probably receive more than nurses in hospitals. Salaries vary widely according to size and location of the agency. Staff
salaries in county and municipal health departments and in voluntary agencies
range between $840 and $2,700. In 1942 the median annual salary was $1,600
in voluntary agencies and county health departments, $1,900 in municipal health
departments (55: pp. 32-33).
The large wartime expansion in the number of nurses will be felt in the postwar
years. Whether there will be an oversupply will depend upon the extent to which
nursing services are utilized in the postwar economy. Expanded public-health
nursing programs could use many effectively. Greater development of departments of industrial hygiene would give employment to many more. Additional
nurses will be needed by the Veterans' Administration. Whether there will be
an even greater concentration of nurses in wealthy urban areas and a continuing lack (in terms of true need) in'the small rural communities will depend
upon whether steps are taken to provide nursing through some organized payment
basis.
Number and type of hospitals.-Forthe year 1944, the American Medical Association listed 6,395 hospitals (exclusive of the hospital departments of institutions) with more than 1,705,000 hospital beds in the continental United States
(56). These figures exclude an unknown number of hospitals, mostly small
and with meager facilities for service, which the American Medical Association
does not consider "worthy of inclusion" in its hospital register. 8 While the total
bed capacity of unregistered hospitals is too small to be significant in national
figures, it should be taken into account in considering the resources or the needs
of individual communities.
In 1944, the distribution of the regiStered hospital beds and of admissions
was as follows:
Patients admitted
Bendst r-

Type of hospital

Number
All types.------...------------------

---

---------

General----. ----------------------------------------------------Special ..------..-----------------------------------Nervous and mental---......-------------------Tuberculosis-..----------------------------------------------

103

15,800,000

54
3
38
5

15,000,000
500,000
2000000
100,000

Percent
100.0
95. 1
2.9
1.4
.6

I Includes maternity, industrial, eye-ear-nose-and throat, children's orthopedic, isolation, convalescent,
and rest. and other special types except the hospital departments of institutions. "Special" hospitals are
usually included with "general" hospitals in statistics of "general" hospital facilities.

Importance of the general hospital.-The importance of the general hospital
is evident from the preponderance of admissions (95.1 percent in 1944) for general care. For this reason, and because the care of mental and tuberculosis
patients is already largely a Government function, it is readily appreciated why
* The 1939 study conducted by the Census Bureau reported 1,287 unregistered hospitals
o. 53 (March 2,
and almost 31,000 beds. Vital Statistics--Special Reports, vol. 18
1942), pp. 587-591.
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the distribution of hospital costs through a prepayment plan is primarily focused
on the costs of care in general (and special) hospitals.
General hospital facilities, like other resources for medical care, are most
extensive in States with the highest per capita incomes and least extensive in
low-income States. There are many States throughout which the number of
hospital beds falls far below standards of adequacy, and many rural areas and
poor communities in other States where the need for hospitals is acute.
G' neral hospital beds in relation to population.-In the United States as a
whole, there were 3.7 general and special beds per 1,000 population in 1944, not
including beds in Federal hospitals because these do not ordinarily provide
local community service. The ratios by regions were as follows:
Beds per 1,000
population I

Regions:

United

States

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

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

Northeastern (including District of Columbia) --------Southern -------------------(0'ntral-------------------------------------

3. 7

--------- 4.8
___-----------2. 5
3.8

Western
,
-------------------------------_ 4. 1
1 Based on special tabulations of the number of general and special beds (exclusive of
those in Federal hospitals) reported in the Journal of the American Medical Association
(hospital number), vol. 127, No. 13 (Mar. 31, 1945), pp. 771-853. Estimated State
civilian populations for 1944 were used.

A ratio of 4.5 or 5 general beds per 1,000 population has often been held a
desirable minimal standard. Only five jurisdictions in the Northeast (Delaware,
District of Columbia, Massachusetts, New York, and New Hampshire) had more
than 4.5 general beds per 1,000 in 1941. In the West, there were three--Montana, Colorado, and Nevada. In three States in the central region (Indiana,
Michigan, and Iowa), the ratio of general beds to population was below 3.5. In
the South, Louisiana, West Virginia, and Florida were the only States with
as many as 3 beds per 1,000, Alabama, Arkansas, Georgia, Kentucky, Mississippi, Oklahoma, and Tennessee had less than 2.5 general beds per 1,000
population.
Most of the general and special hospitals are concentrated in the larger cities.
The ratios of beds to population are therefore much higher for urban than for
rural areas. Urban hospitals, however, commonly serve the surrounding rural
areas. Urban-rural allocations and needs must therefore be studied with regard for the specific local conditions.
Various intensive studies have been made to determine the national need for
hospital facilities, taking local geographic factors into account. In the most recent. the United States Public Health Service estimated the need for general
hospitals (57).
"Fundamentally, the pattern (of need) for each State was evolved through
the designation of selected cities as hospital centers and the grouping of counties about these centers into proposed service districts. The districts were then
grouped into one or more broad regional area within State boundaries. * * *
Within each broad region, a city having hospital potentialities of sufficient scope
to act as an integrating unit for the entire region is selected as the primary
center. * * * According to standards adopted for purposes of the study,
cities containing 250 or more general hospital beds, some of which are located in
a hospital approved by the American College of Surgeons, were considered qualified to be selected as primary centers. Cities or towns with from 100 to 249
beds were designed as possible secondary centers. * * * Other places containing at least 50 beds were suggested as eligible "proposed secondary" centers
on the assumption that the facilities might be increased and upgraded later
to meet the criteria for secondary centers. * * * For purposes of calculating future bed requirements in non-Federal general hospitals, 5.5 beds
per 1,000 population (on a regional area basis) has been taken to represent a
reasonable standard of adequacy."
It is estimated that 165,000 new beds would be necessary to provide sufficient
facilities in general hospitals to meet this standard. Estimates of deficits were
based union hospital beds reported for 1942 and upon the population distribution
of 1940.*
9 In an earlier study by the U. S. Public Health Service, the need for general hospitals

was estimated by setting up "arbitrary service areas *
* ranging in radius from
15 miles in heavily congested areas to 35 miles in sparsely populated areas. * * *
After service areas comprising groups of counties were outlined about existing hospitals,
the remaining counties having no facilities have been grouped so as to make up potential

2420

NATIONAL HEALTH PROGRAM

Use of general and special hospitals.-A common method of measuring the
use of hospitals is the occupancy rate; that is, the percentage of beds occupied.
For the United States as a whole, the rate for non-Federal general and special
hospitals was 72 percent in 1944. For hospitals under various types of control
the rates were (56) :
Percent
Type of control:
State and local governments
-----------------------------68
Nongovernment nonprofit------------------------------------ 75
Proprietary -----------------------------------62
These national rates are low, since a rate of 80 percent is eminently practicable
for effective use of hospital facilities, and a rate of as much as 85 or 90 percent
is feasible. In actual practice, however, a hospital's occupancy rate depends
largely on the amount of free or low-cost service it provides. In the large cities,
the occupancy rates of both Government and voluntary nonprofit hospitals are
often higher than the national average. In Government hospitals rates may
run as high as 80 to 90 percent or even 100 percent. Proprietary hospitals, on
the other hand, have very low occupancy rates.
As a rule, occupancy rates are highest where facilities are most extensive and
lowest where they are most inadequate. For example, in New York State, with
5.3 general and special hospital beds per 1,000 population, the occupancy rate
in 1944 was 74 percent; in Mississippi, with 1.8 general and special beds per
1,000 persons, it was only 57 percent. This paradox of low-occupancy rates
where facilities are inadequate does not mean that these communities have little
need for hospital care; usually it is due to the fact that people cannot afford
to pay for the hospital care they need. Many people get along without hospital
care-and some die for lack of it-because they cannot pay for it, not because
they do not need it. The distinction between need for care and effective demand for care must be emphasized. A report on an extensive Public Health
Service study (58) concluded:
"Presence of hospital facilities and the extent towhich they are used depends
in great measure upon levels of wealth as reflected by income * * * few
facilities, limited amounts of hospitalization, and low occupancy are coexistent
in areas with meager per capita income; in areas of increasingly high economic
status, supply of facilities and extent of their use are on the whole roughly proportionate to the enlarged average income."
In 1944, people in New York State received 17,685,000 days of hospital care
(exclusive of care received in Federal institutions), or 1.4 days per person.
Mississippians, on the other hand, received 754,000 days of care, or only 0.38
days per person.
Hospital income.-A study of sources of hospital income made by the United
States Public Health Service (59) indicates the extent of Government support
of hospitals through payment of hospital costs for certain groups, or through
direct ownership and operation, in 1935.

f
Ty
Type of hil
hospital

Number of
beds I

Average
daily

census of

patients
All hospitals

....--

Patients

Taxes

Other

..-------........-----. 1,053,977

850,373

43.1

47.4

9.5

450,776
155,386
295,390
532,437
512,998
19,439
70,764
55,979
14,785

288,285
115,800
172,485
501.796
487,070
14, 726
60,292
50,242
10,050

55.6
13.1
73. 7
16.1
7.5
84.3
14.1
7.1
42.3

32. 2
85.4
9. 5
81.7
90.8
9.4
78.6
92.0
24. 9

12 2
1.5
16.8
2.2
1.7
6.3
7.3
.9
32. 8

General and special -----.... ,.......---..----- .
..--.--..--....---Government .----.....----------Non-Government ------....-------Nervous and mental--....-....----...-..---..--...----....----Government---...--.....-Non-Government ..-..--..------..------..
Tuberculosis ......------.--....-------.....
----. .
-..
Government ----....-.. -..
Non-Government_----..-----. -----------I

Percent of income from
specified source

Exclusive of hospital departments of institutions.

The estimates were based on the ultraconservative ratios of 4.5
*
service areas.
beds per 1.000 persons in cities of 10.000 and over and 3 beds per 1.000 persons in smaller
* By this method it was found that not one of the 48
towns and rural areas. *
States was adequately served throughout by general hospitals. The total deficit found
amounted to about 100.700 beds." See: Hoge, V. M. Add Another Two Billions for Adequate Future Plant. Hospitals, vol. 17, No. 12 (December 1943), pp. 23-24.
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Thus, in 1935, about 43 percent of all income of registered hospitals came from
patients and more than 47 percent from State and local taxes and, to a lesser
extent, the Federal Government. Most of this tax income was used to operate
Governmentrowned hospitals, but some was used to pay voluntary hospitals for
the care of patients who were public charges. Among general and special hospitals, patients provided 56 percent of the income and taxes furnished 32 percent.
Mental hospitals derived 82 percent of their income from taxes. In fact, 96
percent of the mental beds were in Government hospitals, and these hospitals
provided 97 percent of the total volume of service of this type. Nearly four-fifths
(79 percent) of the income of tuberculosis hospitals came from taxes. Seventynine percent of the tuberculosis beds and 83 percent of the volume of this service
were in tuberculosis hospitals under Government control.
Since 1985, Government participation in hospital care has increased. In 1944
a larger proportion of beds of all types was in Government hospitals.
The volume of services provided by these institutions increased correspondingly. In 1944 at least 55 percent and probably 60 percent of all income of
registered hospitals came from tax funds. Perhaps 35 percent came from patients
(including Blue Cross) and the remainder from other sources.
Hospital construction needs.-Some communities which lack hospital facilities
cannot raise the capital to build hospitals and could not, by present methods of
paying for hospital care, pay the operating costs if a hospital were established.
Many-although the number cannot be estimated precisely-would be able to find
the capital for construction if they could be sure of the subsequent operating costs.
Any plans to meet deficiencies in hospital facilities must take account of both
types of financial needs.
In recent hearings before the Senate Committee on Education and Labor on
the Hospital Construction Act (S. 191) (60) the minimum postwar needs for
hospital construction were estimated as follows:
Type of service
All---......

---............................--....................

Beds

Costdper

519, 106 ----------

Total
cost (in
millions)
$2 401.5

General:
New--..
--...-----------------......................................
165,000
Replacement--....-- -------------------------.-..
--- ------. 66,000
Tuberculosis:
New -----...........
--------------------.......
....................
9, 550
Replacement ....-------------------------....
--.....-....-..
16,000
Nervous and mental:
New .---......-.---------.....-.-..............--...............
115.556
Replacement..--.------..
--.....---- --------------------............
97,000

$6,000
6,000

990.0
396.0

5,000
5,000

297.8
80.0

3,000
3,000

346.7
291.0

SBased on hospital-bed costs as reported in the hearings before a subcommittee of the Committee on
Education and Labor, U. 8. Senate, on S. Res. 74, July 10-12, 1944. Pt. 8, p. 1787.
III. WAYS OF SPREADING THE COSTS

Most of the barriers to adequate medical care stem from economic causes.
Some result from lack of organization or lack of health education. The economic
barriers can be largely removed by pooling the costs and losses of illness. Financial assistance to some communities for hospital construction would also be necessary. Assistance may also be needed for specific programs, such as the care of
the indigent, the chronically ill, and child-health programs. In general, however,
barriers caused by the present individual, unorganized, and inefficient methods
of providing service would be removed If medical services were organized and
furnished on a more economical basis.
1935
General and special..--.----------------------------------------------------Nervous and mental-----------------------------------------------------........
Tuberculosis........................................................................

1944

84
9
79

65
7
58

Present costs of medical care
Before the war it was estimated that total expenditures for medical care
probably approximated $4,000,000,000 a year. About three-fourths of this total
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was spent by patients and their families-the consumers of medical care. Four
to live percent was contributed by industry and philanthropy. The remaining
20 percent was expended by Federal, State, and local governments (exclusive of
the cost of medical care for the armed forces).
The approximately $3,000,000,000 spent in direct family expenditures by the
American people on medical care represented about 4 or 5 percent of consumer
income. Families in the lowest income groups spent a larger, average percentage.
For the population as a whole and for large groups, the costs of medical care
can be predicted with a substantial degree of accuracy. If the risks were spread
among these large groups, the costs could also be spread. By this means the prohibitively high expenses of the few families who have serious illness during a
given year would be borne not only by these few families but also by the much
larger group whose expenses are low in the same year. Each family would then
carry an average cost, and the average costs would be bearable by all except
the poorest. Payment of these average costs by a large enough group would free
individual families from the specter of large bills for unexpected and costly
illness-a specter which haunts all but the fortunate few with ample incomes.
Payment of average costs would also enable those who delay or go without medical
care because they fear its costs, to receive the care they need.
The distribution of risks and costs can be accomplished by several means.
Costs can be distributed through general taxation, by having the Government
provide public medical services. Another method often suggested is the voluntary
organization of groups for the group purchase of medical care (voluntary insurance). A third method would be through compulsory medical-care insurance
(social insurance).
Tax-supported medical cpre
Tax-supported or public medical care is not new in the United States. The
health and preventive services carried on by the United States Public Health
Service and by State and local departments of health have a long history. The
Federal Government provides hospitalization and other types of medical service
for veterans, members of the merchant marine, Indians, the armed forces, and
certain other groups of Federal employees. Under the special war emergency
program, it has provided and is still providing maternity and infant care to
dependents of men in the lowest four grades in the armed forces. Medical care
for persons without funds has been considered a responsibility of local governments since colonial times. State and local governments have assumed major
responsibility for the hospital care of the mentally ill and the tuberculous for
many years. More than one-fifth of the beds in general and special hospitals are
under State and local government control. Some States, notably Louisiana and
Mississippi, have established systems of general hospitals. A study made several
years ago found that most of the Government general hospitals were in communities with less than 100,000 population but nearly three-fifths of the beds were in
hospitals in larger cities (61).
It is often assumed that general hospitals under State and local government
control serve only persons who are public charges or those who are "medically
needy," i. e., able to pay for the essential needs of food, shelter, and clothing, but
not for medical and hospital care. This assumption is incorrect except for hospitals in some large cities. In 1935, it was found that a small but substantial
part of the total income of all Government hospitals came from patients: 13
percent, for general and special hospitals: 7 percent, for nervous and mental
institutions; and 7 percent, for tuberculosis sanatoria (59). According to the
1938 study among 247 hospitals in cities with populations of less than 100.000,
45 percent reported that receipts from patients equaled three-fourths or more
of the expenditures; in two-thirds of the hospitals, income from paying patients
covered half or more of the total current expenditures (61). There are many
American communities in which a city or county hospital provides medical care
to all economic groups and serves all or most of the privately practicing physicians
in the community.
Medlioel care of the sick poor in their homes also has long been a theoretical
responsibility of local governments. County or city doctors are employed fulltime, part-time, or on a fee-for-service basis in many communities to take care
of such patients. In practice, except in a few large cities where extensive and
in some places well-organized systems have been developed, much of the "free"
care has been provided through private organized charity or by privately practicing physicians who give emergency care without charge.
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During the depression of the 1930's the number of persons on relief became so
great that private physicians could not carry the burden of "free" care, and
salaried city and county doctors were faced with more patients than they could
cope with. Under Federal Emergency Relief Administration Rules and Regulations No. 7, the Federal Government established the policy that provision of
medical care to persons on relief was quite as much the responsibility of government as the provision of food and shelter. Federal funds could be used to pay
physicians for care of sick persons on relief in their homes and also in doctors'
offices in communities where clinic service was not available, but not in hospitals.
In most cases service was provided through panels of physicians, with free
choice of physician by relief patients. Physicians most often were paid on a
fee-for-service basis according to fee schedules agreed upon by the medical
societies and the local welfare authorities. Some communities which already
employed salaried city or county physicians continued as they had before. Others
set up divisions of medical service in their emergency relief administrations.
After the wthdrawal of the Federal Governm'ent from the financing of local relief
at the end of 1935, a number of State and local departments of welfare took over
these divisions of medical service. In a few places, health departments assumed
this responsibility.
Public medical services in the United States vary from community to community and from State to State (62). In a few places, systems of public
medical care have been well organized and highly developed; in many, not much
more than emergency service is provided. Lack of coordination among the
various services, niggardliness in financial support, and a tendency to restrict
care as much as possible to public charges characterize many local organizations.
There is increasing recognition, however, of government's responsibility to provide medical care to the "medically needy" as well as to "public charges."
In his book on the organization of medical services (63) Michael M. Davis points
out that: "'Medical aid' for a pauper in an emergency of sickness or accident is
the historical starting point of a tax-supported care, beyond which some communities have moved very little, but beyond which many have advanced a great deal.
At the other extreme stands a system of tax-supported medical care, planned by
physicians and public administrators with the aim of furnishing the best medical
care than can be supplied with personnel, facilities, and funds available; and
of integrating the medical services with the social services to the same families."
The expenditures of Government agencies for medical care of recipients of
special types of public assistance and general assistance and, to a limited extent,
of other low-income groups (the so-called medically needy) have been estimated
as at least $150,000.000 a year up to the time of the war (64). Much larger sums
are expended annually out of tax funds for other types of health and medical
care. In the fiscal year 1940-41, according to a recent estimate (65), Government expenditures totaled $712.000,000--about one-fifth by Federal agencies and
four-fifths from State and local funds. This total includes expenditures for publichealth services, public hospitals, maternal and child-health services, and services
for crippled children. These are under- rather than over-estimates, since undoubtedly some State and local expenditures were not included; for example,
only the amounts spent to match Federal funds were shown in expenditures by
States and localities for maternal and child-health and crippled children's services. Nor does this total include the cost of medical services for the armed
forces. The figure given serves merely to show the extent to which Government
now participates in paying for the health and medical-care services which the
American people now receive. For the fiscal year ending 1944, Government
expenditures (Federal, State, and local) for health and medical programs, exclusive of services to the armed forces, amounted to $906,000,000.
About onethird of this sum was from Federal funds (66: p. 26).
Voluntary sickness insurance (67)

The cost and losses of sickness have been distributed through voluntary insurance to a limited extent for many years. Commercial insurance companies have
sold medical Indemnity insurance, usually to the more prosperous groups in the
population. Fraternal societies, union and other sick-benefit associations, and
business concerns have endeavored to protect their members or employees against
the hazards of sickness in this way. The volume of health and accident insurance
n Excludes most of the expenditures for medical care of welfare patients and those for
health incidental to performance of other governmental functions, i. e., Army, Navy, education, correction, etc.
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increased sharply during the war years. The aggregate premiums in 1944 were
2.5 times the premiums in 1938. But, even so, the total payments both for wage
loss and medical indemnity did not exceed $250,000 in 1944 (68).
Industrial plans.-Some mining, railroad, lumber, manufacturing, and other
industrial organizations provide medical care and hospital services for nonindustrial illnesses and accidents. These services are paid for by employees or
employers or by joint contributions. Usually, service is provided to the employees
only, but sometimes their dependents are included in the plans. In most plans
which cover dependents, the cost is borne either by the employees or by both the
employee and employer. Services vary under the different plans. A great
majority of the members, however, belong to plans which provide hospitalization
and physicians' services in the office, home, and hospital for medical and surgical
cases while two-thirds are in plans which provide special duty or visiting-nurse
service or both, and many to some type of dental care, frequently diagnostic
X-rays, extractions, prophylaxis, and fillings (67).
Some of these plans have utilized group practice so as to have the professional
and financial advantage of effective organization. It has been suggested that
similar plans might be established throughout the country (69). Setting up
large medical services, industry by industry or separately for each large employer,
would involve an immense amount of work, much unnecessary duplication, and
still would cover only a fraction of all the individuals in the communities served.
Moreover, it would be difficult to establish such services for the many workers
employed in small plants and factories which have no organized medical services;
presumably these workers would have to be served by organizations developed
by the larger establishments for their own employees. Nor would such plans meet
the needs of self-employed people and of others not engaged in industry who live
in small towns and rural areas where there are no large employers to provide
the nuceleus of organization. Before the war, some 70 to 85 percent of all
employed persons worked in establishments with less than 500 employees, the
number considered the minimum for economical plant medical services. To
approach adequacy the plans would, of course, have to include dependents as
well as the workers themselves-as some existing plans now do. In short, if
voluntary insurance plans were to become general in industry, many types of
arrangement would have to be devised, and ways of extending the coverage
would have to be developed. Prepayment plans usually require about 10,000
potential patients as the minimum for efficient organization and operation.
Blue Cross (hospital) plans.-Within the last 10 to 15 years, a number of
nonindustrial prepayment plans have been developed. The most successful are
the hospital service or hospitalization prepayment plans. (Those which are
approved by the Hospital Service Commission of the American Hospital Association are known as the Blue Cross plans.) As of October 3, 1945, membershipexcluding residents of Canada and persons in the armed forces-approached 18.5
million. More than 1.8 million Blue Cross members are also enrolled in
medical and surgical plans which are coordinated with Blue Cross (70). Membership in the past has been largely concentrated in medium-sized and large
cities and their environs. Although still presenting difficult ploblems, rural
membership is increasing, principally through the cooperation of the F'arm
Bureau and the Farm Security Administration. It is generally recognized that
the Blue Cross plans have demonstrated, on the one hand, the relative ease of
insuring a substantial fraction of the middle-income groups against hospital
costs and, on the other hand, the great difficulty'of insuring the low-income groups
through voluntary methods. Ordinarily, the plans have failed to insure those who
most need this protection-the low-income groups.
Prepayment medical-care plans.-Prepayment medical-care plans have been
established under various auspicies, e. g., by medical societies, private group
clinics, consumer groups, and governmental agencies, as well as by industry.
Probably the oldest medical-society plans are those in the States of Washington and Oregon, set up in connection with industry. Until recently, most of
these plans covered employees only but some plans in Washington now cover
dependents too. The plans provide hospitalization, special-duty nursing service,
limited dental care, and relatively complete medical care-physicians' service
in office, home, and hospital; nursing services; and sometimes, at least, minimal
dental care.
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been stimulated particularly
Recent development of medical-society plans has
that Congress may give serious
by the growing fear of medical-society leaders
medical-society plans combine
consideration to compulsory social insurance. All
of 1945 more than 1,600,000
prepayment with individual practice. In the spring
of plans in Washington
persons were members of medical-society plans, exclusive
were eligible for surgical
and Oregon. Of this number, approximately 1,000,000
could receive medical and surcare in the hospital only; about 450,000 additional
were eligible for physigical care in the hospital; only a little more than 100,000 223,000 members were
cians' services in the home, office, and hospital. About
services described above
eligible for hospitalization in addition to the physicians'
in close cooperation with
(67). Medical-society plans are frequently operated
and the hospital
hospital-service plans which sell both the medical-care service ceilings on eligiservice. At first many of the medical-society plans placed income
accepting membility for members. Some plans have now abolished the ceilings,
extra fees to members without income limit but permitting physicians to charge
other exceptions
bers with incomes above a specified level. There are various
and to limit the
and limitations which operate to restrict the services provided
sc pe of membership.

by conThese prepayment plans of private group clinics and those sponsoredfurnished
sumer groups usually provide a much more inclusive service than that incomes.
by the medical-society plans. Most of them place no ceiling on members'
office
Care is customarily provided by physicians working in groups. Home and
of
care and usually hospital care are included. About 40 percent of the members
when
hospital
the
in
private-group clinics are eligible for special nursing service
necessary, and 19 percent or more may receive some type of dental care either on
a prepayment or reduced-fee basis (67).
The Department of Agriculture is sponsoring three types of medical-care plans.
The Farm Security Administration has set up plans for farm families which at
the end of 1944 covered more than 60,000 families comprising about 319,000 persons. These plans, although sponsored by the Farm Security Administration, are
financed by the borrowers. Funds are pooled and used to pay doctors, hospitals,
and, in some cases, dentists, for services provided to the persons covered. Rates
of payment for services to be provided are established by contracts between groups
of FSA families and the persons or organizations furnishing the services. In
view of the small per capita amounts available physician and hospital services
have been limited ordinarily to emergency care. Dental services are available to
many of these families. In some instances dental care is given as a part of the
services provided in medical plans, but the majority of the families receiving
dental care are members of separately organized dental plans.
The Farm Security Administration, although hampered by the meagerness of
resources, has done a pioneer job in providing for poor farm families as much
medical care as was possible with the funds available. Because membership is
limited to local groups of FSA clients in each community where a plan has been
established, many of the groups are too small for economical operation.
The Department of Agriculture is also conducting experimental prepayment
medical-care programs among self-supporting farm families in selected counties
in 4 States. Families contribute 7 percent of their cash income (not to exceed a
fixed dollar amount), and the Department's contribution makes up the balance.
Approximately 24,000 persons were eligible for care under these programs in
April 1945 (67).
A medical-care program for seasonal farm workers is also sponsored by the
Department of Agriculture and paid for by the Government. These programs
cover practically all areas of the United States in which there is any considerable
number of seasonal farm workers. For the year ended May 1945, from 43,000 to
150,000 persons, according to the season, were reported as eligible for care under
these programs. In addition to being eligible for relatively complete medical care
and hospitalization, these persons are also entitled to visiting-nurse services and
dental care.
Percent of population covered.-Although interest in voluntary plans has intensified during the past 10 years, the total number of persons covered by all types
of voluntary medical-care plans is probably only 6,000,000, or less than 5 percent
of the civilian population. The following tabulation lists the number of subscribers and dependents in 229 plans of various types which provided information
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for a recent study of prepayment plans (67). While undoubtedly some plans were
not reached in this study, the number of persons covered by such plans cannot be
very large.

Type of plan

Number
of plans
with
known
or estimated

membership

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

----------------------.................

Industrial------------......................_..........................
-.......
Private group--..--------------------------------...
.............
Consumer...........------------------------------------.........
......
Medical society----------..........- ..-..................--.......
....-----Government----------------------- - --------------------------------------

Total number
of subscribers
and dependents
eligible for care

*

229

4,975,850

115
21
32
53
8

1,512, 148
406,330
350,114
2, 594, 356
112,902

I In some cases, estimates had to be made because the figures were given in ranges. In such cases, the
midpoint is used. If the minimum had been used, the total would have been 4,921,650; if the maximum,
5,040,060.

Limitations and weaknesses.-The relatively small proportion of the population
which is voluntarily insured against the costs of medical care should not be taken
as indicative of lack of need or desire for this type of protection. While in some
places and for some groups membership in a voluntary-insurance plan is easily
acquired-indeed, in some cases is a condition of employment and thus really compulsory and automatic-the number of such cases is small. More commonly,
participation in plans requires decision and action by the potential subscriber,
whether he is acting as an individual or as a member of a group, on matters on
which he is little informed and often confused.
In general, voluntary insurance is blocked or impeded by many barriers. Often
its development has been accompanied by controversy in the community. As a
result, the potential subscriber is often only indifferently informed (if not actually
misinformed) by conflicting charges and claims as to the real value of the voluntary insurance to him and his family. If the voluntary plan has not included all
physicians in the community, many families follow their "family doctor" (if they
have one) and "join up" or "stay out" as he advises. Some plans require that
the subscriber pay the charges for the first visit or two. Often there are extra
charges for home calls, X-ray, or other special services. Preventive measures, so
necessary for adequate health protection, are overlooked almost entirely.
Many would-be subscribers are discouraged, if not actually excluded from the
insurance plan, by limitations laid down by the plan itself; there are exclusions on
account of age, type of disease, disease present at the time of enrollment, minimum number of persons who must enroll in a group to make that group eligible
to participate, and many other limitations. Some medical societies permit extra
charges after a certain amount of services, according to a predetermined fee
schedule, has been furnished. Thus the family with especially large sickness
costs is only partially insured. In most plans the premiums are too high, in relation to services furnished, to be attractive to the low-income groups for whom the
plans are especially designed. In medical-society plans, the income limit and the
supplementary charging of fees for persons with incomes over a specified ceiling
also discourage enrollment.
Finally, the growth of membership in voluntary insurance plans suffers from
the hard and relentless pressure of other costs of living on the limited budgets of
most people of small or moderate means; day-by-day living costs take precedence
over insurance against an uncertain future risk which all families hope to escape.
Unlike death or old age, sickness is not sure to come. Many argue or wishfully
think that if it should, perhaps they will manage somehow to meet the problem.
The human tendency is "to take a chance."
When these difficulties surrounding the voluntary insurance plans and their
growth of membership are appreciated, it is not hard to understand the paradoxical situation: widespread public interest in and demand for protection against
the costs of sickness, attested by many polls of public opinion and by views widely
voiced by individuals and groups and-at the same time-the small percentage of
the population eligible for medical care or hospital care on a prepayment basis.
Voluntary insurance fails of its primary purpose-to give insurance protection

NATIONAL HEALTH PROGRAM

2427

to the people who need it most. The final test is not good intention but the size
of the coverage and the scope of protection. By these criteria, voluntary insurance against the costs of medical care has been tried and found wanting. Its
greatest value has probably been the experience gained in learning how to operate
prepayment plans for medical costs.
Compulsory sickness insurance

Voluntary plans, however successful in particular instances for limited groups,
cannot hope to provide protection to a large proportion of the population, particularly the low-income groups who need protection most. To assure ready access to
necessary medical services for our population and to furnish protection against
the costs of these services, a system either of tax-supported medical care or of
compulsory social insurance is necessary. One after another, other countries of
the world which have experimented with voluntary insurance have turned to some
form of compulsory insurance as the practical method of providing protection for
all large segments of the population. In the United States we have faced similar,
problems in the past in workmen's compensation, old-age insurance, survivor
(widows and orphans) insurance, and unemployment compensation. The present
widespread acceptance of social insurance as the most useful, practical method of
attaining social security points to the wisdom of extending the existing social
insurance provisions more widely and more fully for a coordinated attack on the
insecurity that arises from sickness.
A system of insurance against medical costs can anl should be established
as an integral part of our social-security system. A soundly conceived plan will
provide also for the construction of needed facilities, such as hospitals. It will
also provide for effective distribution of professional personnel, for strengthening
public health and other preventive services, for assuring receipt of required
services by needy (noninsured) persons, for encouraging professional education
and research, and for constantly improving the quality of medical services.
Medical care for public charges and. for the medically needy could easily be
provided under the system established for self-supporting persons through payment of contributions to the social insurance fund by States and localities.
Grants-in-aid for public assistance would assist State and local agencies in the
provision of funds for this purpose.
Essential principles for medical-care insurance.-In planning medical care
insurance which would be appropriate to American needs, the following fundamental principles deserve the most careful consideration:
1. Provision of adequate medical care for all persons in the United States is
essential to national health and well-being.
2. Preventive and curative services should be closely coordinated.
3. The quality of the services provided should not be sacrificed to economy.
4. Medical, dental, and other practitioners, hospitals, and agencies concerned
with the provision of medical and health services should receive adequate
remuneration.
5. To the greatest extent feasible, medical care should be provided for the
dependents of insured workers on the same basis as for the worker.
6. As far as practicable, the insurance program should be extended by compact
or otherwise to cover all noninsured groups who are in need of protection against
the costs of medical services.
7. The potential patient should have essentially free choice of practitioner and
hospital. Likewise, practitioners and hospitals should be free to accept or refuse
patients in accordance with their customary practices.
8. Existing personnel and facilities should be utilized to the maximum degree.
In localities where these are lacking, it should be the responsibility of Government to insure that necessary personnel or facilities are provided.
9. Primary policies should be determined by joint consultation of representatives of the public and of the professional groups. The medical professions
should participate responsibly in policy decisions which concern the professional
aspects of the provision of medical care. There should be professional supervision of all professonal activities and personnel.
10. Regulation and supervision of the qualifications of medical and other
practitioners and of institutions should continue to be public functions.
11. The costs of sickness should be broadly distributed over all groups in the
population that need insurance protection. An insurance system should not be
"a poor man's system."
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12. Adequate provisions should be made to stimulate professional education,
research, and prevention of disease and disability.
Coordination and improvement of medical services

In establishing an insurance system to provide medical care, Government would
have a grave obligation not only to increase the quantity of medical care that
the American people may receive but also to assume responsibility for the
quality of that care-to safeguard and to encourage improvement in quality
through effective coordination of services and facilities and through other
appropriate means.
Medical science has made amazing strides. Today there is a great body of
knowledge relating to prevention, diagnosis, and treatment of disease that was
largely or completely unknown a generation or two ago. There has also been
tremendous development in laboratory techniques and in complicated (and
costly) diagnostic and therapeutic facilities. New discoveries are constantly
being made.
Modern medical practice must make use of the coordinated skills of general
practitioners, specialists, laboratory technicians, and the hospital. In hospital
wards and out-patient departments, especially those associated with medical
schools, and in private group clinics, the services and skills of physicians and of
their aids may be pooled to the advantage of patients and physicians alike.
Medical students are trained to teamwork with other physicians and professional
personnel, making use of all the equipment and facilities that modern science
makes possible.
This is the pattern of medicine at its best-essentially group medical practice.
Most medical practice at the present time, however, is not group practice but
individual practice. Many, if not most, physicians are more or less isolated
from helpful and continued contacts, consultations, and exchanges with their
colleagues. They are unable to afford for their individual use the costly and
elaborate facilities available in modern hospitals and well-established group
clinics. No longer can any one individual master the diverse skills that are
required. In many smaller communities, in rural areas, and even in large cities,
much individual practice has changed little from that which prevailed a generation ago.
The establishment of an insurance system of paying for medical care will not
alter the practice of medicine overnight where it has lagged behind. If, however, an insurance system undertakes to assure patients access to specialists'
services and needed laboratory services, in addition to hospital and general practitioners' services, the economic barriers to improved service will be removed
as rapidly as this can be accomplished. Provision for physicians to attend refresher courses and to undertake postgraduate work will bring many into closer
contact with newer developments in medical practice.
Many communities which now lack hospitals and other facilities would be stimulated to build them if insurance payments guaranteed the costs of maintenance
and operation or could do so if grants-in-aid toward the capital construction were
available. Assurance of hospital facilities and of adequate payment for services
can be expected to lead young, well-trained physicians to locate in poor or sparsely
settled communities now served only by elderly doctors.
By these means the level of medical service should be raised throughout the
country, in both quantity and quality of medical care furnished. The extent to
which group practice would be stimulated would depend upon financial, professional, and other encouragement that may be provided. The transition from individual to group practice could come only as soon and as rapidly as physicians
themselves desire it and the public demands It.
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Senator DONNELL. As a memorandum into the record, so that I shall

not overlook it, Mr. Chairman, I reserve the right to make further
comments on the examination of some other witness who may be
acquainted with this document, though I do not obligate myself so
to do.
The CHAIRMAN. Yes.
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Senator DONNELL. Mr. Linder, going back to your testimony of last
April, I am going to make this quite brief, because I have come to the
conclusion that it was not necessary to impose upon your time to have
you come back again, although it was at my request that you did come,
and I thank you for having done so.
CONSTITUTIONALITY OF 8. 1000

At page 299 of your testimony, you mentioned in substance that the
subjects to which you deem it most appropriate to devote the bulk of
your testimony on, first, the matter of the constitutionality of the bill,
and, second, the matter of the criticism made of the bill or of the predecessor bill by the American Bar Association. You gave quite fully in
your testimony the criticisms of the American Bar Association's testi0
mony-to it, Mr. Linder.
Is there anything further you have to add to that, or do you think
you have at least covered the major points of the criticism of that
testimony ?
Mr.

LINDER.

I do.

I filed with the committee the report of our

national committee on social legislation which makes an analysis of
the American Bar Association's report, and I am perfectly willing to
stand on that analysis.
Senator DONNELL. Very well, sir.

As to the second matter; that is to say, the matter of the constitutionality, as I recall it, you and I agreed upon the fundamental proposition that as regards internal affairs in the United States as distinguished from external affairs dealing with foreign nations, that the
general rule is that Congress has only such powers as are either expressly or by necessary implication conferred upon it by the Constitution of the United States.
Mr. LINDER. That is right.

Senator DONNELL. Yes, sir.
Now, Mr. Linder, page 390 of your testimony, I interrogated you
as to the provision of provisions of the Constitution of the United
States, which, in your opinion, authorized and conferred upon the Congress the power to enact legislation providing for compulsory health
insurance and you replied, "Section 8 of article I," which I then thereupon inquired:
"Is that the 'general welfare' clause?"
And you said, "That is right."
And then I said, "Is there any other section that authorizes it?"
And you said, "That is enough."
Then I said, "Is that the only one ?"
And you said, "I am not prepared to say whether it is the only one.
I think it is sufficient."
Then I inquired: "It is the only one to which your mind now reverts?"
Mr. LINDER. That is correct.
Senator DONNELL. Is that correct?
Mr. LINDER. Yes.

Thereupon I read section 8 of article I.
I ask you at this time, Mr. Linder, whether there is any provision
of the Constitution of the United States other than section 8 of article
I, which, in your opinion, grants the power to Congress to enact
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legislation providing for the compulsory health insurance embraced
by S. 1606
Mr. LINDER. I will have to make the same answer that I made in
April, that I know of no other at the moment, but it seems to me entirely plain that the powers to appropriate the moneys necessary to
establish a compulsory health-insurance system are sufficiently vested
in Congress under clause 1 of section 8 of article I of the Constitution
of the United States.
Senator DONNELL. Pardon me.
Section 8 of article I, clause 1, section 8 of article I?
Mr. LINDER. That is right.

Senator DONNELL. That is what is frequently termed the "general
welfare clause"?
Mr. LINDER. General welfare clause.
Senator DONNELL. Yes, sir; so that we will have no misunderstanding on that, that is the clause which readsMr. LINDER. I have the language here.
Senator DONNELL. Very well.

Mr. LINDER (reading):
The Congress shall have power:
To lay and collect taxes, duties, imposts, and excises to pay the debts and
provide for the common defense and general welfare of the United States.

Senator DONNELL. Pardon me, Mr. Linder. Would you mind completing that clausebut all duties, imposts, and excises shall be uniform throughout the United
States.

Mr. LINDER. Yes, sir.
Senator DONNELL. Pardon the interruption.
Mr. LINDER. I have, since I last had the pleasure of coming before

this committee, read your fairly elaborate discussion, Senator Donnell,
in the Senate on December 10, 1945, with respect to your views as to
the constitutional limits upon Congress with respect to appropriation
for the purpose of Federal aid to the States for hospital construction.
Your views are set out in the Congressional Record, volume 91, No.
218, beginning at page 11906.
So, I am familiar with your entire position.
And I think that your entire position is answered by Senator Hill's
statement which appears beginning at page 11914, and I think that
it is certainly disposed of by Mr. Justice Cardozo's language in the
Helvering case, in which he saysSenator DONNELL. Pardon me. Helvering v. Davis (301 U. S. 619) ?
Mr. LINDER. Yes.

Senator

DONNELL. Go ahead.

Mr. LINDER (reading):
Congress may spend money in aid of the general welfare. There have been
great statesmen in our history who have stood for other views. We will not
resurrect the contest. It is now settled by decision.

United States v. Butler (297 U. S. 1).
The conception of the spending power advocated by Hamilton and strongly
reinforced by Story has prevailed over that of Madison which has not been
lacking in adherents.

I think, Senator Donnell, with all due respect, that you are clinging
to a view of the distinguished Mr. Madison, which has been rejected by
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the United States Supreme Court, and which has been rejected by
Congress for 150 years, and which was finally and again rejected when
the Senate rejected the amendment which you proposed on December
10, 1945.
I can understand that if you hold strongly to those views that you
have the constitutional right to continue to assert them, but the Supreme Court, as I said, will not resurrect the contest because it is

now settled.
And I should like to call to your attention the language of Chief
Justice Marshall, in the celebrated McCullough against Maryland,
page 401, in which the eminent jurist declaredAn exposition of the Constitution deliberately established by legislative acts on

the strength of which immense property has been advanced ought not to be
lightly disregarded.

I think if your view as to the constitutional power of Congress were
to be followed, that tens of billions of dollars the Congress has spent
following the doctrine of Hamilton and Story and the doctrine of
the Supreme Court would have been improperly spent, so while I am
perfectly willing to discuss with you the point of view as long as you
desire to discuss the constitutional question, I respectfully and humbly
submit to you that the matter has been settled and that you are, in the
language of Mr. Justice Cardozo, attempting to "resurrect the contest,"
which has been decided.
Senator DONNELL. Well, Mr. Linder, I thank you for the com-

pliment of having read my remarks.
I do not think it would serve a useful purpose at this time to

prolong the examination by debating the question involved, but at any
rate, I understand it to be perfectly clear in this testimony here today,

that you are not asserting that the power of Congress to enact S. 1606
can be derived from any portion of the Constitution other than the
clause 1 of section 8 of article I of that document.
I am correct in that; am I not ?
Mr. LINDER. For thepresent, that is my position.
Senator DONNELL. Yes, sir.
May I ask you also whether or not there are any decisions other
than the cases of Helvering v. Davis, from which you have read (301

U. S. 619'and Steward Machine Company v. Davis, 301 U. S. 548),
which, in your opinion, are authority in support of the constitutionality
of S. 1606.
Mr. LINDER. Yes. I think United States v. ButlerSenator DONNELL. 297 United States?
Mr. LINDER. That is right.

That should be added.

I think that the Sugar Bounty case, United States v. Realty Cormpany (163 U. S. 427) might be added.
And I think that the matter is obliquely considered in Massachwsetts v. Mellon (252 U. S. 447), and in Frothingham v. Mellon,
same page.
Senator DONNELL. The same citation as the Massachusetts?

Mr. LINDER. Yes.
Senator DONNELL. Yes. All right, sir.
Mr. LINDER. I have a brief before me which I wrote 10 years ago,
dealing at great length with this problem and which cites pages of
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congressional appropriations which were based upon the assumption
by Congress that its power to appropriate moneys were as broad as
Congress' notions of what constituted general welfare.
Senator DONNELL. Very well.
These cases you have cited, however, are, in your judgment, sufficient
to establish the constitutionality of this act, S. 1606 ?
Mr. LINDER. Helvering v. Davis by itself was enough.
The CrAIRMAN. What is the citation of the case U. S. v. Butler?
Senator DONNELL. 297 U. S.
What was the page?
Mr. LINDER. 297 U. S. 1, and the discussion with reference to the
power of Congress to spend money in aid of the general welfare is to
be found beginning on page 65.
Senator DONNELL. May I, without having the volume before me,
Mr. Linder, ask if that is not the case, U. 8. v. Butler, in which the
Court distinctly stated, in substance, that clause 1 of section 8 of article
I of the Constitution does not create a general power to provide for
the general welfare of the United States but that, on the contrary, the
reference to the general welfare of the United States in that clause of
section 8, article I of the Constitution is a limitation upon the power
of laying and collecting taxes, duties, imposts, and excises ?
Mr. LINDER. I cannot go along with your way of summarizing it.
Senator DONNELL. That is substantially what the Court said; is it
not
Mr. LINDER. No.

I think not. I think what the Supreme Court is saying is that Congress may spend money in aid of the general welfare. Now, you put
it that the general welfare is a limitation upon the power to spend
money, but it is not that. It is power to spend money for the general
welfare.
Senator DONNELL. I did not say it was a limitation on the power to
spend money. A limitation on the taxing power.
Mr. LINDER. Taxing power. I beg your pardon.
Senator DONNELL. I do not care to engage in a debate, but as I read
it, it is very clear that what is stated in the Butler case is that, and if
I am not mistaken, it is probably cited in the portion of the Congressional Record from which you read that statement, Mr. Linder.
Mr. LINDER. Yes.
Senator DONNELL. Just for the purpose of the record, and without
prolonging the matter, I would like to have that for a minute.
Mr. LINDER. All right.
Here is a quotation from U. S. v. Butler-Senator DONNELL. Pardon me just a second, Mr. Linder.
I am not sure whether I have got the page; 11909 of the Record, this
is a portion of that to which I refer.
I quote from the Butler case as follows:
The view that the clause-

I am referring to this clause of section 8 of article Ithe view that the clause grants power to provide for the general welfare independently of the taxing power has never been authoritatively accepted.
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Then after some intermediate language which I do not quote at this
point in the record, there follows:
The true construction undoubtedly is that the only thing granted is the power
to tax for the purpose of providing funds for payment of the Nation's debts and
making provision for the general welfare.

I then stated shortly thereafter in my discussionIn order that there may be no misunderstanding, I say that the Supreme Court
of the United States, speaking in the Butler case in 1935, thus denied that the
taxation clause grants power to provide for the general welfare independently
of the taxing power. The Court further stated, as Mr. Justice Story points out,
that if the view that the clause grants power to provide for the general welfare
independently of the taxing power were adopted"It is obvious that under cover of the generality of the words 'to provide for
the common defense and general welfare' the Government'of the United States
is in reality a government of general and unlimited powers, notwithstanding the
subsequent enumeration of specific powers."

Mr. LINDER. Senator Donnell?
Senator DONNELL. Yes, sir.
Mr. LINDER. As I understand it, your argument is in substance that
the only authority to spend for the general welfare is that which
appears as a limitation upon the purposes for which taxes may be
levied ?
Senator DONNELL. Insofar as the general welfare is not composed of
items specifically set forth in the enumeration of powers.
Mr. LINDER. That is right.
And as Senator Hill pointed out in his debate on the hospital bill,
the practice of Congress for 150 years has been consistent with this
theory of expenditures for education, public health, for relief, which
have been made without reference to the sources of the funds. The
customary appropriation language being, "From any funds in the
Treasury not otherwise appropriated."
The Department of Justice has from time to time assembled lists of
statutes which could only be justified under a broad interpretation of
the general welfare clause. And actually the proceeds of taxes are
not kept separate in the general fund of the Treasury for moneys
derived from borrowing or other sources, and the distinction that you
think should be made would therefore really have little meaning under
existing fiscal procedures. In point of fact, I think that in passing
up on the Social Security Act the. Court completely disposes of your
argument.
In Steward Machine Co. v. Davis, at pages 586 and 587, the court
emphatically endorsed as constitutional the use of Federal funds for
the relief of the unemployed during the depression, and I can hardly
suppose that the court was unaware that those expenditures were not
tied to any taxes and were made at a time when the Government was
engaging in large-scale deficit financing.
Nor do I think the statements are obiter dictum. They are essential
principles. The Court's conclusion stated at pages 590 and 591, is
perfectly clear. That was obviously a legitimate method of safeguarding the Federal Treasury.
Senator Donnell, I presume that you would argue that the
expenditures were in substance, even though not in form, to be

made from the proceeds of the pay-roll taxes, but in this connection,
the opinion in the last pages of the Helvering case, clearly indicates
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that the decision was not so made, not made on such a ground.
Actually, the first appropriation for the payment of old-age benefits
in the amount of $265,000,000 was made June 22, 1936, whereas the
special old age pay-roll taxes did not go into effect until January 1,
1937.
I should think, Senator Donnell, that you would at least have to
revise your theory to include expenditures in anticipation of tax receipts, and if you make that concession, there is not much left of your
theory.
Senator DONNELL. You were quoting from Senator Hill
Mr. LINDER. No.

Senator DONNELL. That is your own statement?
Mr. LINDEn. I wrote out the statement.
Senator DONNELL. I see, sir.

The last question I desire to ask youMr. LINDER. I think that generally follows the line of Senator Hill's

argument with which I completely agree.

Senator DONNELL. The last matter concerning which I desire to

ask you in your testimony of April, is your reference at page 375 to
what you term, "one of the very first health-insurance systems introduced in the modern world" as that which was established in the
United States in 1798 when Congress enacted the health-insurance
system.
I am adopting your language.
"For merchant seamen."

You say this has existed nearly 150 years.
I assume you are referring to the act of 1798, 1 Statutes at Large,
page 605, "for the relief of sick and disabled seamen."
Mr. LINDER. I believe that is correct.

Senator DONNELL. That is the act which imposes a tax of 20 cents on

every vessel of the United States arriving from a foreign port for
every seaman employed on the vessel, the sum to be retained out of the
wazes of the seaman; is that correct ?
Mr. LINDER. I believe it is. I have not the statute before me.

Senator DONNELL. A like tax is imposed upon vessels engaged in the

coast trade.
Is that your recollection of that bill
Mr. LINDER. Senator Donnell, I have no present recollection of the

bill.
Senator DONNELL. Very well. I shall not prolong it any further.

At any rate, that is the act in your best judgment, to which you
referred in your testimony I
Mr. LENDER. Yes.

Senator DONNELL. I shall not undertake to argue the applicability
of the act with you on the stand, but that is the act to which you

refer?

Mr. LINDER. Yes, sir.
Senator DONNELL. Yes,' sir.
Mr. LINDER. Senator Donnell, I think it would be inappropriate to
conceive to discuss that act in terms of its precise provisions. The
thinking of 1798 as to the best way to provide health insurance is not
altogether helpful today..
The point made in the Lawyers Guild report was that back in
1798 our founding fathers were sufficiently concerned with health
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insurance to make some provisions for it, and that it is a strange and
tragic irony that in 150 years we have not been able to devise a system
of health insurance which would cover more than seamen.
Senator DONNELL. Of course, that provision in that act of 1798
was, am I not correct, a provision for the temporary relief and
maintenance of sick and disabled seamen at least in part based on the
power of Congress over foreign commerce rather than what has been
termed here today the general-welfare clause, which, by the way, to
my mind, is a misnomer, for I think it is a taxation clause rather than
a general-welfare clause.
There certainly is a very great difference, is there not, between a
power exercised by Congress for a temporary relief to a disabled seaman or a sick seaman whose ship comes into port, and the taking over
of the insurance of all of the people of the United States under a

compulsory plan'such as that set forth in S. 1606
Mr. LINDER. Certainly there is a difference.
The difference is one dictated by the greater need.
Senator DONNELL. And I just wanted to make the record clear that

that is the act of Congress to which you referred in your testimony.
I think that is all I desire to ask Mr. Linder, Mr. Chairman.
I want to thank him for his contribution and for the thought' and
study he has given to the matter.
Mr. LINDER. Thank you.

The CHAIRMAN. That is all. We are very grateful for the service
you have rendered to the Committee in the study of this problem. I

feel that we are greatly indebted to you for the efforts you have put
forth to present to us these studies that you have made.
Mr. LINDER. I want to thank you, Mr. Chairman and Senator Don-

nell for your courtesy, and I appreciate the opportunity to present
the statements which I have made.
Attorney General Kenny, of California, national president of the
National Lawyers Guild, is in the process of completing his own
statement. He may have it this afternoon, but I will certainly have it
within a day or two, and you will recall that I asked leave to file that
statement. I would like now to state that I will have the statement
ready shortly, and will file it.

I will mail it to you, Mr. Chairman.
The CHAIMAN. Yes. Mail it to me and it will be made a part of
the record.
Mr. LINDER. Thank you.

(The statement referred to is as follows:)
STATEMENT OF HON. ROBERT W. KENNY, SACRAMENTO, CALIF., NATIONAL PRESIDENT,
NATIONAL LAWYERS GUILD, ATTORNEY GENERAL OF THE STATE OF CALIFORNIA, TO
SENATE COMMITTEE ON EDUCATION AND LABOR ON THE NATIONAL HEALTH ACT,
S. 1606, AND THE CALIFORNIA EXPERIENCE WITH VOLUNTARY PRE-PATI MEDICAL
CARE PLANS

The National Lawyers Guild, a national association of lawyers, of which I
have the honor of being national president, has approved the National Health
Act, S. 1606, and respectfully urges its enactment. The formal report of our
national committee on social legislation on the National Health Act, which was
approved by the national executive board of the National Lawyers Guild, has
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previously been presented to and filed with this committee in connection with
the testimony of Mr. Leo J. Linder, the chairman of that committee.
I desire to express my personal support for the position of the National Lawyers Guild. I support the National Health Act and urge its enactment because
this bill would meet one of the most urgent problems before the American people,
the assurance of adequate medical care. The need for a national medical-care
program is set forth in some detail in the report of the social legislation committee. That report analyzes the provisions of the bill and demonstrates that
the bill meets the need, and sets forth the compelling reasons which have induced
the National Lawyers Guild to support the bill. Speaking in my individual
capacity, I desire to express to the committee my unequivocal support of the
report and of the bill.
I

VOLUNTARY HEALTH INSURANCE

IS

NOT A SATISFACTORY ALTERNATIVE

Opponents of the bill have advocated voluntary prepaid medical care as a
means of meeting the health needs of the country. I am entirely satisfied that
voluntary health insurance is wholly inadequate to meet the need, and that a
rejection of the National Health Act on the ground that voluntary health insurance is the desirable alternative would constitute an unjustifiable evasion
of the problem.
Three-fourths of the American people have no insurance against medical or
hospital costs. Only about 22 percent of the American people have insurance
against part of the hospital costs for acute illness. Less than .4 percent have
percent have insurance for
insurance for physician's services. Less than 2
comprehensive medical care at the office of the physician, at home, or at a
hospital. Health-insurance plans sponsored by medical associations operate
in less than half the States. They usually offer very limited services at relatively high cost Millions of people are not at all eligible under these plans.
And those who are most in need are excluded from them. Moreover, the care
provided by voluntary plans is usually so restricted as to afford the beneficiaries
only limited protection. It is for these reasons that a program of voluntary
health insurance must be rejected.
Furthermore, as President Truman has pointed out, "if we were to rely on
State-by-State action only, many years would elapse before we had any general
coverage," and "meanwhile, health services would continue to be grossly uneven
and disease would continue to cross State boundary lines." It is for these
reasons that I agree with President Truman's conclusion that a "health fund
should be built up nationally in order to establish the broadest and most suitable basis for spreading the costs of illness and to assure adequate financial support with doctors and hospitals everywhere." The National Health Act would
meet the problem along these lines.
n.

THE CALIFORNIA

EXPERIENCE WITH VOLUNTARY

HEALTH INSURANCE

Because I am a Californian, I think it appropriate that I should examine
the voluntary medical-care program as it has actually worked out in my own
State. Indeed, the California experience is of special interest since it is in
California that the California Medical Association has sponsored the first Statewide voluntary medical services plan by a State medical society, and that plan
has been. I understand, presented to this committee at these hearings as a model
solution for the health needs of the Nation.
In 1939, in connection with its opposition to a State compulsory healthinsurance plan, the California Medical Association sponsored the voluntary
plan known as the California Physicians Service. The establishment of this
plan was thus motivated by reasons identical with those of the American
Medical Association in its recent announced support for State, and local medical
society voluntary medical plans (which it had previously disapproved) in order
to support its opposition to the National Health Act.
It will, therefore, be valuable to examine the California plan to ascertain the
extent to which it has met the medical needs of the people of the State of California. This analysis may indicate what may be expected from similar plans
now advocated in an effort to forestall passage of the National Health Act.
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A. Analysis of the Californiaphysicians service
1. Who controls administration -The plan is administered through a non.
profit corporation having administrative, professional and beneficiary members.
Management of the plan is vested in a board of trustees elected by the administrative members, who are physicians and laymen in turn elected by the professional members, the doctors who render services under the plan. Thus do
doctors, who render services under the plan, have exclusive management and
control.
2. How are professional services compensated?-Servicesunder the plan are on
a fee-for-service basis. Services are classified by units. At the end of the month,
the available funds, after deduction of administration expenses, are divided by
the number of units of service rendered during the month, and the value of each
unit is thus determined. Doctors are then paid at such unit value for the number
of units of service they have rendered.
3. Who may qualify for benefits?-Beneficiary members are accepted only in
groups, usually employee groups of five or more having the same employer. This
is required in order to facilitate membership payments. Membership is limited
to those having family net income of $3,000 or less. Those having a higher
income have to pay an additional charge.
There are two classes of membership, known as (a) surgical membership, and
(b) medical and surgical membership.
Under the surgical membership, the beneficiary and spouse and dependent children are entitled only to surgical services which consist of cutting procedures
and care of fractures and dislocations. Obstetrical care is not included.
Under the medical and surgical membership, only the employed beneficiary
member is covered for medical services and the member's spouse and dependent
children are covered only for surgical services. The beneficiary himself must
pay the dcctor for the first two visits in each illness or injury. Each separate
disease or injury is covered for 1 year. Treatment for chronic ailments is
limited to 90 days. Maternity care is given after 10 months of membership, but
only to the employed beneficiary personally.
Hospital care is provided in conjunction with both types of membership, and
includes a maternity allowance of $50 in family contracts after 10 months. Hospital service includes full cost for 21 days plus one-half the cost for an additional
345 days immediately following the 21 days. Drugs and medication up to $3.50
may be obtained in the hospital. The plan excludes workmen's compensation
cases, dental services, mental disorders, drug addiction, alcoholism, eye refraction, physical therapy, and cold shots. The patient pays for all drugs, biologicals, and unusual or extraordinary dressings.
In the fall of 1942 the present contracts were instituted. Under them payment
was required by the beneficiary for the first two visits directly to the doctor at
his regular rates and the preexisting ailment clause was eliminated.
The costs of the various features of the plan may be tabulated as follows:
Per month
(a) Surgical and hospital services:
$1.55
-----------------------------------Male employee--- 2.00
---------------------------Female employee-----. 80
-----------------2-person family-------------------5.40
Family of 3 persons or more---------------------------------(b) Surgical and hospital services for member and family; medical services for the employed member only:
2. 45
Male employee--------------------------------------2.90
Female employee-----------------------------------4.70
2-person family -----------------------------------------6.30
--------------Family of 3 persons or more----------------There is a special rural health membership available only to farm families
in cooperation with the United States Farm Security Administration, open to
farm families with an income of less than $2,000 per year. Under this plan
the patient pays the doctor $1.50 for the first visit and the service allows him
one unit in addition. This provides both medical and surgical care. The cost
is $60 per year per family. Three months' care is provided for chronic conditions; surgery is provided only for those conditions which do not preexist
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the contract; hospital care is provided at ward rates for 10 days. The patient
pays $10 direct to the physician for a tonsillectomy for part of the cost.
4. What do the services cost--When the plan was initiated in 1939, it offered
a so-called full coverage contract, although it excluded treatment for preexisting
conditions. The cost was $2.50 per month, $1.70 for medical care and 80 cents
for hospitalization. Under this plan the service acquired a membership of about
39,000. Some 30,000 full-coverage contracts were maintained until the fall of
1943, although further sale of the contract was terminated in the latter part of
1942. It had attracted white-collar workers in the under-$3,000 class but very
few from the marginal-income groups in industry and agriculture because their
incomes were too low and the benefits were available only to employed persons
and did not extend to their dependents. Out of about 5,000 available physicians,
treatment under the plan was given by about 1,500 physicians each month, very
few of whom treated over five patients per month.
B. The California physicians' service fails to meet the medical care needs of the
people of California
By September 1945, after 6 years of operation, the California Physicians'
Service has approximately 100,000 members. It will thus be seen that the plan
has reached only about 1 percent of the people of California.
In testimony before the subcommittee of the Committee on Education and
Labor of the Senate at hearings held on September 18, 19, and 20, 1944, Dr.
T. Henshaw Kelly, secretary of the California Physicians' Service, testified that
lower income groups did not buy the contracts (obviously, because the cost was
prohibitive for them). He testified that care for all the people will not be
obtained unless they are made to take it, which means some form of compulsion;
that workers who are not part of a factory group, domestic servants, employees
of small firms, small proprietors, clerks in stores and offices, the white-collar
class generally, cost more to take care of under a voluntary plan and are therefore generally not covered. He also testified that in dealing with Government
agencies it was found that these agencies and their administrators were not
such ogres, as a lot of doctors seemed to thing they were.
The reasons for the failure of its State-wide medical plan to attract more
than a negligible fraction of the people of the State of California is due to the
fact that first, its cost is high and far beyond the ability of the low-income
groups to pay, and second, the benefits are too limited to meet the medical needs.
Thus a contract which would provide limited medical service only for the
employed member of a family of three and limited surgical and hospital service
for the other two members of the family would cost $6.30 per month or $75.60
per year. When it is realized that such a family might have to spend considerable sums for medical care not provided by the plan, it is obvious that
obtaining adequate medical care remains a heavy burden for the low-income
groups and for the majority of the people of the State. The member not only
has to pay for the visits at the beginning of an illness, which discourages medical
attention at the early stages of illness, but the care he gets is circumscribed as
to length of time and content, all of which will result in substantial expense
for care not covered by the contract.
Prior to the war 90 percent of the people of this country earned less than $2,000
per year. It has been reported that the lower half of this group, 45 percent of the
people, cannot pay the premiums for voluntary health plans. Such plans do not
achieve their purpose since they do not reach these low-income groups that need
medical care most.
Justified criticism has been leveled at the plan by representatives of labor because
no provision is made for effective public and consumer representation on its governing boards. No provision is made for adequate education of its staff and
cooperating doctors in the principles of prepaid medical care. In many instances
doctors resign from the service after members have paid for years in order to
have their services. There are no penalties for violation of contract by participating physicians.
The plan continues to use the outmoded and expensive fee-for-service type of
practice and fails to encourage group practice. It failed to provide increased
facilities and medical personnel. All of this has resulted in inadequate payment
to doctors and their consequent treatment of patients under the plan as second-
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class patients in many instances. In effect the plan is now similar to private commercial insurance; it is a commercial insurance plan and not a medical-care plan.
It is stripped of all preventive medical care, and the imposition of the cost of first
visits destroys one of the most valuable features of medical-care insurance, the
encouragement to see a doctor as soon as possible after the onset of illness, and to
prevent a minor ailment from becoming a serious illness.
III. CONCLUSION

The California experience confirms the correctness of the conclusion reached by
the national committee on social legislation of the National Lawyers Guild in its
report with respect to the inadequacy of voluntary health insurance as follows:
"The difficulty with voluntary private insurance is that it involves a small pool
restricted to a limited group. To protect the solvency of the fund these private
voluntary plans are usually limited in protection to certain specified medical
services, excluding others, and are usually so expensive that they can be afforded
only by well-to-do or high-wage-earning persons. Voluntary private insurance is
thus too restricted in benefits and too expensive in cost to be serviceable for more
than a small minority of the American people. Social insurance, which involves
distributing the risks over virtually the entire Nation, is clearly the cheapest and
the most effective means of dealing with the problem. There is no reason why the
principles of social insurance, which have been a demonstrated success in insuring
against the risk of unemployment or old age, should not be equally successfully
applied in dealing with the risk of sickness."
In view of the foregoing I am firmly convinced that only the enactment of the
National Health Act will meet the medical care needs of the people of our country.
I respectfully urge the Congress to enact this legislation.
JUNE 1946.

The CHAIRMAN. Mr. Court?

FURTHER STATEMENT OF ANDREW T. COURT
Senator DONNELL. Mr. Court, reference was made in your testimony to your discussion of compulsory health insurance with physicians?

Mr. COURT. Yes, sir.
Senator DONNELL. I do not think the record shows very clearly

either with how many you have discussed the matter or, second, as to
the proportion that expressed themselves in favor of such a plan, as

compared with the proportion who expressed themselves in opposition
to it.
Could you tell us the fact?
Mr. COURT. It would have to be an estimate, but I think approximately I have talked with 70 or 80 physicians. We have 140 in General Motors. It was almost unanimous. Nine out of 10 were against
the proposed legislation.

As far as my contacts were concerned,

that is.
I wonder if I could submit for the record a chart that illustrates
the point I made with respect to the relation of income to health and
medical care, usage and consumption of food.
Senator DONNELL. Yes, sir.
man.

If that is agreeable with the chair-

The CHAIRMAN. Yes.

Senator DONNELL. Very well.

Mr. COURT. It is titled "Would Universal Group Prepayment Improve the Health of the Nation?"
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(The docunlent referred to is a, follows:)
WOULD UNIVERSAL GROUP REPAYMENT

IMPROVE THK HEALTH OF THE NATION?

INCOME WELL ABOVE BUDGET NEEDS INCREASES MEDICAL CARE USAGE
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PHYSICAL CONSUMPTIO OF NECESSITIES OF LIU
AT VARIOUS FAMILY INCOME LV=IS
Stated as a Peroentage of the U. S. Dept. of labor
Health & Deoenoy Maintenanoe Standard
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NOTE.-Health index is based on the national health survey.
Family expenditures for food and housing are based on the National Resources
,Committee investigation of budgetary patterns.
Food excludes expenses of dining away from home.
Usage of medical care comes from the committee on the cost of medical care.
Maintenance standards in terms of total income and for food, housing, and
medical care, respectively, are from the official Bureau of Labor Statistics'
studies.
Estimated usage of medical care under group prepayment is based on the
Heller budget analysis and on the experience of various group prepayment plans.
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Senator DONNELL. Mr. Court, you also mentioned in the course of

your testimony that a further step in the development of the compulsory-health-insurance proposals of this bill might be well "the
abandonment of the fee-for-service method as a basis of payment
to the general practitioner."
That appears on page 6 of your testimony.
Mr. COURT. Yes, sir.
Senator DONNELL. I am wondering, Mr. Court, if you have had
occasion to examine into the experience which New Zealand has had

with the fee system?

Have you looked into that?

Mr. ComRT. I have heard reports but I-have no first-hand experience. I cannot testify on it.
Senator DONNELL. Mr. Chairman, I would like to offer into the

record an article appearing in the New York Times of October 7,
1945, entitled "Medical Rackets Grip' New Zealand-Government
Weighs Scrapping of Free Physician Service-Bills Thickly Padded."
It is written by Quentin Pope and has a date line of Wellington,
New Zealand, October 5.
The article reads:
Because of abuses, the Government is seriously considering whether New
Zealand's free-physician service will be continued, Health Minister Arthur
Nordmeyer said last night in the House of Representatives. He disclosed that
the administration was negotiating with the National Medical Association.
This governmental admission of widespread racketeering which followed the
institution of a system under which any New Zealander may consult any
physician as frequently as he likes and the doctor can collect a fee for each
visit follows efforts by the National Medical Council to have the Health Ministry
act to control what it holds to be an unwarranted drain on the social-securtty
fund.
It has been revealed that, though many doctors are still in the armed forces,
payments to doctors have been 50 percent higher than the $5,000,000 a year
that the Government calculated would cover the total annual peacetime cost
,f medical care.
Moreover, the increasing annual cost of medicines has been alarming the
health department for the last 3 years. In addition, figures relating to the
cest of medical care previously published by the Health Department have been
suppressed for the past 2 years.
The National Medical Council which has listed numerous abuses, including
"overconsultation," the speedy examinations of patients, some at rates of twelve
an hour, payment of $6,000 a year for one afternoon's work and the charging
of : fee for each patient seen on visits to institutions for the aged and the'
invalid, has been attempting to persuade the Health Ministry to curb these
practices.
Government leaders have retorted that the present income taxes, which go as
high as seven-eighths of all earnings, enable the Government to recover most
of the money paid to such doctors. The Health Ministry has nevertheless concoaled the doctor's high earnings from Parliament, disclosing only the sums paid
from the social security fund to unnamed individuals and ignoring the fact that
the present system means that patients must meet at least three-tenths of the
cost of each consultation.
It has been admitted that some physicians have been able to take summer-long
vacations and that others refuse to make night visits and demand that patients
visit them at their surgeries.
Because the Government has failed to institute a system of surgical care unless
the patient can be admitted to overcrowded, publicly financed hospitals, doctors
have conspired with persons entering private hospitals to help build substantial
state aid toward the payment of surgical fees, it has been charged.
The Government, which originally strove to employ physicians on 'the basis
of a fixed annual fee for each patient, is believed determined to put doctors on a
fixed income. Parliamentarians emphasize that since free medical care began
New Zealand has created the biggest hospitalization set-up in the world. The
85907-46--pt. 4---35
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demand on it is still growing while the cost of sickness has reached a sum
equal
to half the national budget before the Labor party attained power.

I will ask you, without reference to the detailed contents of the entire article, to state whether or not generally speaking what your
information is as to the experience which New Zealand has had under
a system which permits the charge for specific services to be made by
the doctors.
Mr. COURT. Well, the conversation with physicians who have been
familiar with the situation indicates that the problem of abuse such
as you cited there in the New York Times article is quite general
and continuous, unless the plan is modified in some form.
The CHAIRMAN. This article is an article by Quenton Pope.

understand that he is a reporter for the New York Times?

Do I

Senator DONNELL. For the New York Times.
The CHAIRMAN. It is a special report. It is not a report emanating

from some established news agency but from an individual?

Senator DONNELL. I know nothing of it, Senator, except the facts
disclosed on the face of the article.
I believe Mr. Quenton Pope is, as I have described, a reporter for the
New York Times, and this is an article sent to the New York Times
from Wellington, New Zealand.
The CHAIRMAN. In connection with this report from New Zealand, I
wish to point out it is not an official statement from New Zealand, but
a mere report coming from Quenton Pope and it will be taken for what
merit it has.
.Senator DONNELL. Did I understand you to say that substantially
what you have heard from other doctors corroborate the general tenor
of that report ?
Mr. COURT. Yes, sir.
The CHAIRMAN. What other doctors? Doctors in the United States?
Mr. COURT. I am sorry, Senator. I cannot remember the names, but
they were physicians from New Zealand in Detroit.
The CHAIRMAN. Who are the physicians ?
Mr. COURT. I can get the names, but I do not remember the names.
The CHAIRMAN. Physicians from New Zealand?
Mr. COURT. That is right.
The CHAIRMAN. But they were not Government officials or representatives of the administration ?
Mr. COURT. I do not know whether they had official positions or

not.

Senator DONNELL. I should like the record also to show in connection
with the article, or the excerpt that the Chairman read into the
recordMr. COURT. I believe Senator Murray had a different document.
The CHAIRMAN. I have the one entitled "Group Health Insurance
and Sickness Benefit Plans in Collective Bargaining."
Senator DONNLL. It is a different publication, but what I desire
to show. the chairman has indicated that the paragraph which he read
from the Princeton University was made at least to some extent under
the supervision of J. Douglas Brown.
I desire the record to show that the name "J. Douglas Brown" appears upon a document entitled "Report of the Health Program Conference", copies of which report, according to the flyleaf may be obtained from the Committee on Research in Medical Economics.
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I desired the record also to show that the information I have is that
the chairman of said last-mentioned committee is Michael M. Davis,
and that on the editorial board of said committee are Messrs. Ernest
P. Boas, M. D., and John P. Peters, M. D., both of which two latter
gentlemen have appeared before our committee, and that the names
Messrs. Boas and Peters appear upon the report of the Health Program
Conference along with Mr. Brown and others, as does also the name of
I. S. Falk, of Washington, and the name of Michael M. Davis.
The CHAIRMAN. The report which I have here contains the following

statement:
The reports of the industrial relations section are the joint product of the section's staff under the supervision of the director. In the case of each report,
the research and preparation of manuscript is done by the staff member whose
name appears on the title page.

It has J. Douglas Brown, director; Helen Baker, associate director;
Hazel C. Benjamin, librarian; George B. Baldwin, reasearch assistant; Dorothy Dahl, research assistant.
Senator DONNELL. I have no further questions of Mr. Court.
The CHAIRMAN. I have none.
Mr. COURT. May I make one further statement, that comes to my
mind ?
Senator DONNLL. Yes, sir.
Mr. COURT. I would like to comment that Mr. Linder said two or
three times that there is not any compulsion, and that therefore it is
not any good, or words to that effect, and I noticed a recurrence of that
view of our plans for medical care in this country, and it seems so far
from my conception of what is desirable, that I wanted to mention
the fact that compulsion and a sound program seem to be closely asso-

ciated in his mind.

The other problem that I want to mention was this chart that I
submitted, which shows that for the very low income people, and
these are Government figures from the United States Department of
Labor, which show that the low-income people have a gross shortage
of consumption of food. A family with an income of $1,200 a year
does not get enough food, and the housing is very poor, and the food
and housing shortages in the low-income brackets are much more
severe than the shortage of medical care.
It would seem to me, as a layman, that if the Congress is interested
in improving health of low-income people and getting them better off,
it might think about the possibility of socialized food. Perhaps we
could have free food, because the Government statistics indicate a
shortage of food consumption in very low income brackets, that that
is more serious than the shortage of medical care.
These are Government figures.
So I would like to offer to you, Senator Murray, if I might be so
brash, that you consider nationalizing or socializing food along with
medical care if we are really going to make this program work.
The CHAIRMAN. You think our economic system is working so badly
that we should carry on studies of that kind ?
Mr. COURT. I do not know.
The CHAIRMAN. And undertake to legislate to give people food in

this country.
Do you not think that our economic system can be made to work a
little more satisfactorily than that?
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Mr. COURT. Frankly, I was speaking facetiously, of course, in the

sense-

The CHAIRMAN. We are not facetious here. We are pretty serious.
Mr. COURT. I am serious in that food is a greater shortage. I was

facetious in the sense that I do not think we are going to do it. The
shortage of food is more serious than the shortage of medical care.
The CHAIRMAN. Well, the aim in this country is to raise the standard
of living.
Mr. COURT. Certainly.
The CHAIRMAN. And to block this trend of monopoly and develop-

ment of totalitarianism in the United States.
Mr. COURT. Compulsion.
The CHAIRMAN. And that is one of the reasons why we have this

bill before us here today.
Mr. COURT. Yes.
The CHAIRMAN. Thank you.
Mr. COURT. Thank you, sir.
Senator DONNELL. Thank you very much, Mr. Court, for your testimony.
The CHAIRMAN. Mr. Anderson ?
STATEMENT OF H. B. ANDERSON, SECRETARY, CITIZENS MEDICAL
REFERENCE BUREAU, INC., 1860 BROADWAY, NEW YORK, N. Y.
Mr. ANDERSON. Mr. Chairman and gentlemen of the committee, my

name is H. B. Anderson, secretary of the Citizens Medical Reference

Bureau, Inc., 1860 Broadway, New York.
As I have condensed my statement to a matter of 7 minutes, and

as the time is getting late, I would appreciate it very much if I could
give this statement and then answer your questions afterward.
THE CITIZENS MEDICAL REFERENCE BUREAU

The Citizens Medical Reference Bureau, Inc., represents the views
of a much larger number of persons than might first seem apparent.
It is an outgrowth of the National League for Medical Freedom, which
had a membership of more than 200,000 persons, which had branches
in the different States and which carried on an active campaign dur-

ing the years 1910-16 in opposition to compulsory medication and the

centralization of all public-health work in Washington.
In 1916 I was secretary of that organization and editor of the magazine Medical Freedom, but by that time it seemed so generally understood that under our form of government health work for the most
part was reserved to the respective States that we decided to store the
library and other records of the league and close its offices.
The CHAIMAN. May I interrupt ? I am sorry, I have to leave.
have an appointment in the Capitol at 1 o'clock.

I

Will you excuse me ?
Senator DONNELL. Surely.
(Whereupon, Senator Donnell assumed the chair.)
Mr. ANDERSON. But after World War I there was again danger of
centralized activity and the Citizens Medical Reference Bureau was
established in 1919 and the records of the league were turned over to

the Bureau.
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The purposes for which the Bureau was established are the same as
those of 'the league, but the Bureau functions as a clearing house of
information and eliminates the added expense of maintaining branches
in the different States and enrolling and keeping in touch with a
membership list of hundreds of thousands of persons. The Bureau,
however, could serve as a nucleus for an organization with a very
large membership at any time if the situation seemed to justify the

added expense of such an organization.
Detailed information and documentary evidence in support of our
position is set forth in our book Public Health the American Way, a
copy of which has been forwarded to all members of the United States
Senate.
S. 1606 IS UNCONSTITUTIONAL

In our opinion the vesting of such extraordinary power in the hands
of the Surgeon General, as this bill provides, violates the tenth amendment to the United States Constitution, which provides thatThe powers not delegated to the United States by the Constitution, nor prohibited by it to the States, are reserved to the States, respectively, or to the
people.

There is one fundamental difference between so-called health or sickness insurance on a voluntary basis and a Nation-wide system of compulsory sickness insurance. Sickness insurance on a voluntary basis
involves no medical control of the individual as contemplated if this
bill were to be enacted into law.
DANGER OF TOTALITARIANISM

Title I of the bill in the main is a repetition and amplification of
laws already on the statute books dealing with public health subjects.
Its inclusion with title II providing for a Nation-wide system of
health insurance, however, serves as a reminder of the fact that the
funds and machinery to be made available for sickness insurance are
to be combined with a variety of measures having to do with medical
regulations and advice for the medical control of the individual.
As public-health regulations reach into all the relations of human
life and as the term "public health" is so broad in scope that it can be
made to include any economic, political, or sociologic ideology the
administration might wish to promote, this bill would have the effect
of creating the framework for the establishment of a totalitarian state'
in this country.
We submit that the American public cannot look with complacency
upon any measure having such dangerous potentialities for under-

mining the structure of the Government at a time when we are just
emerging from an all-out war involving an expenditure of more than
$280,000,000,000 and a casualty list of more than one million and more
than a quarter of a million of American boys killed in action.
By way of contrast to this bill, I direct your attention to the findings
of the New York State Commission on Medical Care, which, in its
majority report to the New York Legislature in 1946, said:
A comprehensive plan for medical care includes hospitalization; physician's
care at home, in the office, and in the hospital; nursing care; diagnostic services;
and limited dental care. The cost of this type of plan covering every resident
of the State has been variously estimated, but it would probably be at least
$400,000,000 a year. This would mean a cost of at least $30 per capita.
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The Commission is of the opinion that this sum represents too great an expenditure to be imposed on the-people of the State, either directly or indirectly
through governmental authority, until there has been more experience in the
field of medical and hospital insurance.

I have not heard what attitude Gov. Thomas E. Dewey holds with
regard to this bill, but I do regard his Report to the People, broadcast over the radio April 24, 1946, as highly significant.
He said:
It would have been easy during the war to increase very greatly the powers
of State government over the lives of its people. It seems to me that we admit
a failure of free government when we find it necessary to imitate the pattern of
thdse we had to go to war to defeat.
As a result, we in New York State pursued exactly the opposite course. We
have consistently enlarged the area of human freedom. Every battle we have
fought, here in Albany, has been to keep and make greater and more secure the
liberty, the opportunity, and the dignity of the individual.

In an address before the Hoosier .State Press Association, Gov.
Ralph F. Gates, of Indiana, stated that as of the 1st of January
there were 2,946,947 civilian employees of the executive branch of the
Federal Government, and that figure increased 30,000 during January
1946-at a time when supposedly the vast personnel of the war agencies was being demobilized. He stated that already the Federal Government occupies 11 percent of all the available office space in downtown Indianapolis-and is asking for more.
"The Federal Government hasbeen trying to do too many things,"
said Governor Gates. "It has assumed jurisdiction and responsibility
for individual, corporate, and State problems. It tries to tell me how
to run this State-it tries to tell you how to live your life and run
your business." he said.
Section 8 of the United States Constitution provides that the
Congress shall have power "to regulate commerce with foreign nations, and among the several States and with the Indian Tribes."
This is an important duty and if properly executed it has a far
more important bearing upon the health of the Nation than any
attempt Congress might wish to make to interfere in such personal
matters as the kind of treatment which the individual should have
for the alleged prevention or cure of disease.
The recent Nation-wide strikes which have paralyzed, industry
and transportation, and which thereby have held up the housing program and other phases of the reconstruction program serve to emphasize the vital role which commerce plays in the health of the
Nation.
The widespread reports of famine in foreign countries and the
difficulties which housewives still encounter in endeavoring to obtain
essential foods are a further reminder of the importance from a health
standpoint of keeping production going from the farms to the
consumers.
We submit that the Federal Government has its hands full to carry
on its own responsibilities without attempting to take sides on medical
controversies having to do with the healing art.
Also we submit that any attempt by the Federal Government to
take sides in medical controversies would create a threat to liberty
as pronounced as the threat to race and religious prejudice was in
years gone by.
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The practice of the healing art is not a commodity which can be
bottled up and dispensed at a fixed price per person. It is subject to
experiment and discovery and what is today heralded to the public as
the very latest in modern medical science is discarded tomorrow,. Any
attempt, therefore, to apply a particular prevailing medical practice to
everybody may, actually, result in lowering the health of the Nation
instead of enhancing it.
OTHER FACTORS MORE IMPORTANT THAN MEDICAL CARE

In my opinion, the progress of the healing art depends more upon
what the individual does and thinks in his daily life than it does in
the quantities of habit-forming or poisonous drugs or other preparations he consumes from day to day. What I ,have in mind here are
such matters as easy divorce, whereby children are left stranded and
mentally upset: I have in mind overindulgence, of quick lunches
which take the place of a good meal. Overambition, and neglect of
the great outdoors. And such matters as "keeping up with the
Joneses," whereby the parents become emotionally upset, and this
condition is reflected in the children.
These are responsibilities which belong to the individuals which
cannot be passed on to Uncle Sam and which have a more direct bearing upon the health of the Nation than any miracle drug that could

possibly be discovered.
The Federal hearings on bills to regulate the sale of biologic products
February 21 to May 6, 1924, are very enlightening. At these hearings
a vast amount of medical testimony was offered to the effect that:
We believe the therapeutic and prophylactic value of biological as well as other
agents cannot be definitely determined by any board or small group of men,
irrespective of their ability or honesty of intention. The proposed amendment
places unwarranted powers in the hands of a Government board and opens the
way for bureaucratic control of medicine.

There are two ways in which the health of the worker and his family

may become seriously impaired if this bill were allowed to pass.

The

treatment itself may and in all probability would be decidedly inferior to that which the individual and his family would receive in
private practice.
The report to Hon. Thomas E. Dewey, Governor of the State of
New York, by William F. Bleakley and Herman T. Stickman, commissioners, in March 1944, that the attainment of the major purposes
of the workmen's compensation law has been thwarted by inefficient
administration and lethargic leadership and has been detrimental to

the well-being of more than 5,000,000 workers entitled to its protection
should serve to dispel any illusions which some persons have that the
Government will be able to supply a superior and less expensive kind

of medical treatment for themselves and their families than the treatment they now receive through their own private practitioner.
Also there is serious danger of a federally controlled Government
medicine drafting into a kind of a racket. By this I mean the use of
the fear appeal, the use of selected statistics and the continued repetiton of half-truths as a means of obtaining more and more power over
the daily lives of the people, ever-increasing appropriations and a more
powerful medical and political machine.
I thank you.
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Senator DONNELL. Mr. Anderson, we thank you very much for your
presence and appreciate your coming.
Mr. ANDERSON. Well, I thank you very much.
Senator DONNELL. Yes, sir.

The committee will be in recess until tomorrow morning at 10 o'clock.
(Thereupon, at 1: 15 p. m., Thursday, June 20, 1946, the committee
recessed until Friday, June 21, 1946, at 10 a. m.)
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FRIDAY, JUNE 21, 1946

UNITED STATES SENATE,
COMMIrEE ON EDUCATION AND LABOR,

Washington, D. C.
The Committee met at 10 a. m., pursuant to adjournment, the Honorable James E. Murray (chairman) presiding.
Present: Senators Murray and Donnell.
The CHAIRMAN. The committee will come to order.
The first witness this morning is Dr. James C. Sargent, State Medical Society of Wisconsin.
Dr. Sargent, you may take that seat right there.
STATEMENT OF DR. JAMES C. SARGENT, PAST PRESIDENT, STATE
MEDICAL SOCIETY OF WISCONSIN
Dr. SARGENT. Honorable Chairman and gentlemen of the Senate
Committee on Education and Labor, I am James C. Sargent, a practicing physician in Milwaukee; past president of the State Medical
Society of Wisconsin; and, for 9 years, one of the three appointed to
represent it in the house of delegates of the American Medical Association. With Drs. William D. Stovall and H. K. Tenney, of Madison,
I have been delegated to bring to you the considered judgment of the
2,700 physicians composing the membership of our State medical
society concerning Senate bill 1606. To conserve important time of
this committee I alone am in appearance and I shall take but a moment
to elaborate upon our joint statement.
OPPOSITION TO 8. 1606

A mass of testimony already has been presented by those representing the profession pointing out in detail the many seriously objectionable features of bill S. 1606. They are the same objections that the
profession, with impressive unanimity, has held against the predecessors of this bill. The same objections will continue to be held
against any other similar efforts at the regimentation of care of the
sick here in America so long as an alert, informed, and deeply concerned medical profession is allowed to survive and remain articulate.
Except as you may request it, I shall not burden you and the record
too much by reiterating these many objections in detail. Suffice it to
say that the doctors of this great land-they who have spent long years
in studious preparation and then have devoted their lives to the prevention of disease and the amelioration of human suffering-they
who know what people want and need when sick-these doctors of
2453
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America have long been familiar with the withering blight that inevitably has settled upon medicine elsewhere throughout the world
and here in America, too, when governmental bureaucracy took a third
hand in the care of the sick. And in this connection, the physicians of
Wisconsin, in common with their colleagues throughout the country,
wish to stress the grave danger that lies in this and similar efforts at
revolutionary change in long-established medical practice inspired, as
they all have been, by a small but well-organized and very vociferous
group of social planners who are guided in their notions neither by
the background of personal contact with the sick nor by a proper regard for the clear record of past experience in the thing that they
propose.
I am detailed to appear before you gentlemen not only to record
the considered opposition of the physicians of Wisconsin to this bill
as written but to any modification of it that this committee might
consider which persists in the effort to set up a Federal bureaucracy to
program and supervise the care of the sick in America. Confronted
with a powerful lobby in our State legislature threatening passage of
a similar bill to socialize medicine at State level, the physicians of
Wisconsin long ago familiarized themselves with the record of sickness care under governmental administration.
Nearly 10 years ago, they sent the then executive secretary of our
State society, Mr. J. G. Crownhart, on a protracted tour of the principal countries of Europe to learn the truth about their experience in
governmental medicine. His book, Sickness Insurance in Europe, has
been quoted in testimony already before you. I have a copy which I
should like to leave with the committee today.
The CHAIRMAN. It may be filed with the records of the committee.

(The book referred to was.filed with the records of the committee.)

Dr. SARGENT. From that careful study and from the long and un-

savory record of sickness care in this country supplied through taxation, governed by bureaucracy and carried out by doctors under fee
schedule, panel or contract, we in Wisconsin have come to know what
happens to the sick man when a third party is thus interposed between
him and his doctor.
OBJECTIONABLE FEATURES OF TITLE II

Title II is the ipeat of this proposed legislation. May I enumerate
four of the most objectionable features relating to this title:
First. Title II does in fact interpose a third party between the
patient and his doctor. An enormous Federal bureaucracy composed
of local, State, and National administrative units headed up by the
Surgeon General of the United States Public Health Service, by the
provisions of the bill, must bargain for the services which the sick
man is to receive an in turn must determine the limitations under
which the sick are to receive their care.
Second. Bill S. 1606 denies a sick man free choice of his physician.
Section 205, paragraph (j), details the procedure whereby physicians
under the system are to be limited in the number of people they serve.
Beyond that limit all patients must accept a doctor other than their
choice or forego the benefits promised them. Moreover, the physicians
of America have not been brought up to the type of practice contem-
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plated in this proposed legislation and so long as any opportunity for
private medical practice remains, those physicians whom sick people
now pick most often as their choice will succeed in remaining out of

the system. How, then, could there be free choice of physicians except
the sick man himself go outside the system and pay a second time for
the medical care that he wants?
Third. Without prejudice to the professional conviction that any
medical services supplied under bureaucratic management cannot possibly compare with the time-honored system of private medical practice either in cost or quality of service, I would point to the fact that
title II of this bill, as written, does not provide anything like complete
and adequate care of the sick man. Indeed, it fails him when he is in
greatest need. Section 210 is devoted to limitations of benefits and its
paragraph (c) stipulates that the maximum number of days of hospitalization shall be limited to 60-unless funds happen to permit
extension to 120 days.
The great mass of people, particularly with the aid of presently
available voluntary hospital and sickness insurance, can well afford
the ordinary cost of acute illness. What they cannot bear are the
catastrophic, long-term illnesses.
The man whose daughter has a broken back, whose wife has a cancer,
or who himself suffers from disabling arthritis, kidney, or heart disease is the man who is in genuine need of help.

In like manner, this bill takes a most casual interest in the man
sick to the point where he is in need of the costly services of a highly
qualified specialist.
Section 205, paragraph (d), specifies that the determination of the
need for these superior services shall rest solely with the general
practitioner working under the system and an administrative officer
of the system. And if long-past experience with bureaucratic medicine has any lesson at all, it is, as Mr. Crownhart points out in his
book:
The effort of Government Is always directed toward confining the service so
that its cost may fall within the limits of the money that is raised.

Gentlemen, under this bill, not only are necessary services sharply
limited, but the limitations become operative just when a sick man
has reached the point where he is genuinely in need of assistance.
And, finally, nothing in this bill indicates the likely costs to be.involved in the supply of "prepaid personal health service benefits."
Even in this era of profligate governmental spending, the billions that
must be involved should in all fairness be made known to the two
parties that will have to carry the costs-the insured man and the
taxpayers. And since the total budget must set a ceiling on the
amount and quality of sickness care that such a system can afford, the
sick man who is to need the "health service benefits" has a clear right
to know what monetary guaranties there will be back of him; what
price; and therefore what kind of medical care he is to be furnished
when he is in need of it.

Gentlemen, bill S. 1606 is a bill proposing State medicine, the protestations of its proponent to the contrary notwithstanding. It is a
bill calling for socialized medicine in America. It will, if enacted,
raise the costs of care of the sick enormously and at the same time
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cheapen its quality. And, worst of all, it proposes a radical departure
from the good old doctrine of individual responsibility and free enterprise that has made America and American medicine so great.
Thank you, sir.
The CHATIMAN. Do you wish to ask any questions?
Senator DONNELL. Just a few, Mr. Chairman.
The CHAIRMAN. You may proceed.
Senator DONNELL. Doctor, you referred to the fact that you and
Dr. Stovall and Dr. Tenney have been delegated to bring to this committee the considered judgment of 2,700 physicians composing the
membership of your State medical society concerning Senate bill 1606.
You also refer further on to what you term "the impressive unanimity" which the profession has evidenced with respect to opposition
to this and the predecessor bills.
Have you had opportunity personally to ascertain the general feeling of the physicians of Wisconsin with respect to S. 1606?
Dr. SARGENT. Yes, sir.
Senator DONNELL. And that does represent your view, does it?
Dr. SARGENT. That is right.
Senator DONNELL. That there is an impressive unanimity of opposition to S. 1606 among the physicians of Wisconsin; is that correct?
Dr. SARGENT. That is right, sir.
Senator DONNELL. Doctor, you also refer to what you deem socialized medicine in America, and state that S. 1606 is a bill calling for
that. We have had some observations from time to time here to the
effect that a certain committee of physicians has been going far beyond
the bounds of propriety in calling this socialized medicine. Some
of the members of the committee and I think our distinguish chairman of the committee feels that is not a justified expression of
socialized medicine.
Will you be kind enough to give us briefly the basis on which you
have arrived at the conclusion that S. 1606 is a bill calling for socialized medicine in America ?
Dr. SARGENT. Socialized medicine, as medical men see it, consists
in a system of taxation or wage deduction that is compulsory, and the
funds are gathered together, and these funds are in turn used to pay
the cost of sickness care throughout a general section of the population. And that to a medical man is socialism in medicine.
Senator DONNELL. And the fact that the system is being administered by the Government, fees are computed by the Government, and
fixed under governmental regulation, I presume, enters into what you
have in mind in denominating this "socialized medicine"?
Dr. SARGENT. That is correct.
Senator DONNELL. Yes, sir.

Doctor, how many physicians are there in the State of Wisconsin,
approximately ?
Dr. SARGENT. You mean the physicians licensed to practice medicine in the State of Wisconsin ?

Yes.
Dr. SARGENT. I think that runs about 3,500.
Senator DONNELL. So approximately twenty-seven-thirty-fifths of
Senator

DONNELL.

the entire number of physicians in Wisconsin are members of the State
medical society?
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Dr. SARGENT. That is right.
Senator DONNELL. And you speak for that society ?
Dr. SARGENT. That is right.
Senator DONNELL. I note also you have for some 9 years been one

of the three appointed to represent the State medical society in the
house of delegates of the American Medical Association.
Will you tell us, please, whether or not in your opinion the house of
delegates of the American Medical Association has fairly represented
the consensus of opinion of the physicians themselves out over the
country.
Dr. SARGENT. I do not think there is any question but what that is

true. The system under which the American Medical Association
was organized is such that the house of delegates speaks the mind to
the various sections of the country from which they come.
Senator DONNELL. How long have you been practicing in Wis-

consin ?

Dr. SARGENT. Since 1918.
Senator DONNELL. 1918.

Did you start your practice there?

Dr. SARGENT. I started my practice there.
Senator DONNELL. Have you been in Milwaukee throughout that

period ?

Dr. SARGENT. Except for the 4 years I was in the Navy.
Senator DONNELL. Yes, sir.

What were those 4 years?
Dr. SARGENT. February 1942 to February 1946.
Seantor DONNELL. And in your work in the Navy, did you practice,
or I mean. did you perform medical services there?
Dr. SARGENT. Partly. I had 18 months of administrative work and
some 25 months of medical work.
Senator DONNELL. That is all.

The CHAIRAN. Doctor, the supporters of this legislation do not call
this socialized medicine, but they like to refer to it as a system of
health insurance. The idea is that the costs of medical care would
be greatly reduced for the people of the country, especially those
people in the lower-income brackets who find it difficult to pay the
high cost of modern medical care. It does not interfere with the
practice of medicine in any way except to provide a system whereby the
recipient of medical care prepay the cost of the care.
You do not claim that this system is anything akin to the socialized
medicine system in Russia, do you ?
Dr. SARGENT. No. I do not think it has gone quite as far as the
socialization of medical care in Russia but I think it follows the
general pattern of all socialized medical care that has developed up
over the last 50 years in Europe.
The CHAIRMAN. Well in this country there is a widespread demand
for it. You admit that, do you not?
Dr. SARGENT. No; I do not.

The CHAMAN. You do not?

Dr. SARGENT. I do not think the demand is as widespread at all
as the publicists who are in favor of this bill would indicate.
The CHAIRMAN. In your statement you say that the medical profession is united.

*
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Dr. SARGENT. That is right.

Quite united.

The CHAIRMAN. In opposition to the bill?
Dr. SARGENT. Yes.
The CHAIRMAN. In support of your position.
Dr. SARGENT. Yes.

The CHAIRMAN. You do not mean that the people in the State are

united in opposition to this proposed medical plan ?

Dr. SARGENT. No; I do not think that the public at large has had

adequate information, and there are a large number of the public,
I am sure, in the State of Wisconsin, who have no position at all in
this.
I do confess the fact that there is a very general temptation to the
idea, because, as it has been proposed to them it sounds very idealistic,
and without an opportunity to know some of the details of it and its
operation, there are many people, I think, that have an impression
that is favorable toward this bill.
The CHAIRMAN. And it is the subject of quite wide discussion
and debate in the State of Wisconsin, is it not ?
Dr. SARGENT. I do not think that this particular bill, S. 1606, is
very widely discussed. Perhaps the only thing that is discussed is
the general idea that the cost of sickness falls unevenly and sometimes very heavily, and that there would be virtue in some method of
spreading those costs.
The CHAIRMAN. Well, the Wisconsin Medical Society has intro-

duced a plan of its own, has it not, which is being put into effect in
that State?
Dr. SARGENT. There are two very active efforts at present.
The CHAIRMAN. Yes.
Dr. SARGENT. To make it possible for the people of the State on

a voluntary basis to protect themselves against the cost of sickness.
One by the State society, and one by the Milwaukee County Medical
Society.
The CHAIRMAN. Does the State society plan conflict with the Milwaukee plan?

Dr. SARGENT. I do not think there is any conflict basically in the

plan. There is a hearty competition between the two organizations,
but I take that to be a very healthy effort on the part of the profession to find out which is the very best way to approach this subject.
The CHAIRMAN. And there is some criticism in the State of the Wisconsin medical plan; is there not; it is being criticized publicly by
people who have studied it and who feel that it is not an effective
plan?
Dr. SARGENT. I do not believe there is any wide criticism of it.
The newspapers have played up somewhat the competition that has
developed between the two organizations to get their plans under way.
The CHAIRMAN. The Capital Times, of Madison, Wis., has carried

articles criticizing it, has it not
Dr. SARGENT. That is right. The Milwaukee Journal has also.
The CHAIRMAN. Yes. Have a letter here from the editor of the
Capital Times which seems to criticize it very severely, and I would
ask that this letter be put into the record at this point. I will not
take the time to read it.
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-(The letter dated June 17, 1946, is as follows:)
THE CAPITAL TIMES,

Madison, Wis., June 17, 1946.
MURRAY,
JAMES
Senator
Senator Office Building, Washington, D. C.
DEAR SENATOR MURRAY: My attention has been called to the proposed appearance before your committee of spokesmen of the Wisconsin Medical Society
who are to testify against the enactment of the Wagner-Murray-Dingell bill.
I am anxious that your committee should know that these spokesmen do not
represent the views of thousands upon thousands of the people of this State
on the question of prepaid medical care.
I particularly want to call your attention to a condition which has been
brought about in this State by the politicians of the medical society. In the
last session of the Wisconsin Legislature the medical society put through a
bill which gives a virtual monopoly to their organization on the formation of
prepaid medical groups. At the time that this bill was passed the medical
society assured the cooperatives of this State and the labor unions that it would
have no effect on their plans for establishing low-cost health groups.
Since then a case has come to our attention which indicates that the medical
society has very effectively fenced out voluntary health, groups in this State.
Members of the cooperative movement in Barron County have for several years
been considering a plan to establish a cooperative hospital. They have done
intensive work along this line. In recent weeks these cooperators have found
that the law passed at the insistance of the State medical society will work
to block the formation of their small hospital and to deprive them of hospital
care in an area in which' no hospital now exists.
We have this case under investigation at the present time and will have
further details which we intend to print and to furnish you.
I believe, along with thousands of the people in this State, that the passage
of the Wagner-Murray-Dingell bill is essential to a program of comprehensive
health care for the low-income groups of the Nation. I believe this because
the country has come squarely up against the fact that the medical society
politicians are using a type of propaganda flim-flam to defeat' any and all plans
for prepaid health. They are campaigning against the Wagner-Murray-Dingell
bill on the grounds that it is Federal dictation of a program which should
be handled by voluntary associations of the people themselves. While they
use. this tactic to oppose Federal action they are carrying out, throughout the
Nation, a program such as has been passed in Wisconsin-a program which
Effectively precludes labor unions and cooperative groups from acting voluntarily to provide their members with vitally needed low-cost medical care.
It is obvious that the only answer is Federal action. Their influence is far
too strong on a local basis to fight successfully. The enactment of the medical
"fence bill" in the last session of the Wisconsin Legislature points this up
most emphatically. The bill was passed over the opposition of the cooperatives and the labor union. It is difficult to say when or whether ever its
restrictive provisions will be struck from the statute books.
It is obvious that, while the hierarchy of the American Medical Association
gives lip service to the theory of health insurance, it is fighting on two fronts
to prevent any effective action along this line. It is doing so with a cynical
allegiance to the principle that the right hand should not know what the left
hand is doing.
At the time that the medical "fence bill" was passed in the Wisconsin Leglislature the medical society of this State announced with great fanfare that
it would submit a proposal for prepaid health groups to the people of this
State. That proposal has since been announced. To say the most charitable
thing that could be said about it is to say that it is fraudulent. It suggests
no improvement over what is already available to the people of this State.
It merely says that the medical society will give its approval or disapproval
to health-insurance plans which established companies have already offered
to the people.
The proposal has been vigorously denounced by the Milwaukee Journal as
well as the Capital Times and has been exposed by both of these papers as a
majestic grandstand gesture to give the people of this State the impression that
the medical profession is taking steps to promote seriously prepaid health care.
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It is my belief that the conduct of the medical profession in this respect has
been such as to invite and make inevitable a Federal plan such as proposed in
the Wagner-Murray-Dingell bill. I trust that it will have the favorable consideration of your committee and that it will be passed by Congress and become
the law of the land. If this Nation is to settle once and for all the problem of
maintaining a healthy and vigorous people, the Wagner-Murray-Dingell bill is
an indispensable step forward.
Sincerely yours,
WILLIAM T. EVJUE, Editor.

The CHAIRMAN. The Wisconsin Association of Co-operatives, too,

in Wisconsin, supports the Murray-Wagner-Dingell bill, and do not
approve of the Wisconsin Medical Society's plan.
I have a letter from that organization, signed by its secretary, Erich
Lenz, in which he points out that they are in support of the MurrayWagner-Dingell bill, and do not approve of the Wisconsin Medical
Society's plan.
I will ask that that be put in the record, too.
(The letter referred to is as follows:)
WISCONSIN ASSOCIATION OF CO-OPERATIVES,

Madison, Wisconsin, June 18, 1946.
Senator JAMES D. MURRAY,
Chairman,Senate Educational and Labor Committee,
Senate Office Building, Washington, D. C.
DEAR SENATOR MURRAY: I have been informed that a hearing will be held on
the 21st of this month on the Murray-Wagner-Dingell bill.
I also understand that Dr. James C. Sargent, from the Wisconsin State Medical
Society, is going to testify against the bill. I would like to have it understood
that Dr. Sargent is not speaking for the majority of the people in the State of
Wisconsin, but only for the medical profession, which is only a small part of
the Wisconsin population.
The reason that I'm stating that Dr. Sargent is not speaking for the majority
of the people of Wisconsii is that a year ago a medical "fence-in" bill, No. 524A,
was up for passage and it seems that the majority of the private citizens were
opposed to this bill.
I also feel that someone representing the general public should have a chance
to be heard on a matter of this importance, as you readily can see that the
medical profession would definitely be opposed to a bill of this type as they feel
that they should control anything that pertains to medicine and the health of
the-Nation.
I'm very much in favor of the Murray-Wagner-Dingell bill and believe it is a
move in the right direction.
I would appreciate hearing from you on how this bill is getting along and
if there is a possibility of it passing this year.
Cooperatively yours,
*

ERICH LENZ,

Execu tive Secretary.

The CHAIRMAN. I also have a letter from the Wisconsin State Fed-

eration of Labor, pointing out that the people of that State are opposed
to the plan offered by the Wisconsin State Medical Society, and are
in support of the Wagner-Murray-Dingell bill.
(The letter referred to is as follows:)
WIscONsIN

STATE FEDERATION OF LABOR,

Milwaukee, Wis., June 18, 1946.
Re: Wagner-Murray-Dingell bill, 8-1606.
Hon. JAMES E. MURRAY,
Chairman, Senate Committee on Education and Labor,
SSenate Office Building, Washington, D. C.
DEAR SENATOR MURRAY: We are enclosing copies of material which was dis-

patched to you under dates of March 8 and 18, 1946.
Again we bring this matter to your attention, due to nformation and belief that
another hearing is being held Friday, June 21, at which time a Dr. James M.
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Sargent, of Milwaukee, Wis., is to make an appearance before your committee in
opposition to the Wagner-Murray-Dingell bill, S. 1606. We trust that whatever
testimony and information which may be offered by Dr. Sargent will be treated
purely as professional and not the opinion or the desire -of the lay people of
Wisconsin.
The enclosed copy of resolution adopted by representatives of labor (AFL.
CIO, Railroad Brotherhoods, Farmers' Union, and cooperative groups) is indicative of the desire of the lay people of this State; and we, the Wisconsin State
Federation of Labor, respectfully request that your committee report this bill out
favorably for passage.
Very truly yours,
GEORGE A. HABERMAN,
President.
WM. NAGORSNE,

Secretary-Treasurer.

The CHAIRMAN. I should also like to insert in the record letters from
the Wisconsin Farmers Union-and from Walter H. Uphoff. Helen A.
and E. E. Schwartztrauber, and Alfred W. Swan.
FARMERS EDUCATIONAL & COOPERATIVE UNION OF AMERICA,

Chippewa Falls, Wis., June 19, 19'i6.
Senator JAMES MURRAY,

Chairman, Senate Education and Labor Committe,
Senate Office Building, Washington, D. C.
MY DEAR SENATOR: The 15,000 farm families, who are members of the Wisconsin
Farmers Union, have consistently passed resolutions at their local, county, and
State meetings in favor of the Murray-Wagner-Dingell health bill. This bill is of
vital importance to over 3,000,COO people in this State.
It seems queer to us if our Congress will let the influence of a handful of selfish
individuals who are medical practitioners, stand in the way of the welfare of the
millions of people in this Nation who will not and cannot have adequate health
standards unless assisted by the Government through the aid of this legislation.
It is time that Congress disregarded selfish groups and use the general welfare
clause as its measuring stick.
On behalf of the Wisconsin Farmers Union membership, we sincerely hope your
committee recommends its favorable passage.
Sincerely yours,
THE WISCONSIN FARMERS UNION,

K. W. IIONES, State President.
ORGON, Wis., June 19, 191/6.

Hen. JAMES MURRAY,

Chairman, Committee on Labor and Education,
Senate Office Building, Washington, D. C.
DEAR SENATOR MURRAY: A number of Wisconsin people in this area were
shocked to learn that this great State will be represented at the hearings on
the Wagner-Murray-Dingell bill next Friday by Dr. J. W. Sargent. Dr. Sargent
speaks for the State medical society-composed of about 2,200 physicians. Their
views are well known to us here. In fact, only last October the medics went into
a huddle and came forth with their idea of a health program. It was simply
health insurance sold by eight of the old-line insurance companies.
About 14.7 percent of Wisconsin's population is now covered by some form
of a health-insurance program. Practically all of these families are in the
higher-income groups. The remaining 83.3 percent-or approximately 2,500,000
people-are without any type of protection. We regard with fear and trembling
the thought of sickness striking us or anyone in our families. (At $5 a home
visit, and $3 an office call, plus the prescriptions which always have to be
filled, even a little illness takes a big bite out of the family income.) Therefore,
we are inclined to put off going to the doctor even though we suspect something
is wrong-and the small illness grows into a major one.
Sure, lots of people in this State live to be 70, 80, and even 90 years of age.
Yet in 1944, some 6,240 men and women (about 20 percent of all deaths in the
State) died between the ages of 40 and 60. Dr. Sargent will probably point out
to your committee that the average age at death here is over 61 years. It
was not for these folks. Most of these deaths were preventable, had modern
85907-46-pt. 4-
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medical knowledge been applied in time. It is true that ignorance kept some
people away from good medical care. In other cases, such care was not available.
Probably the largest share of these people, however, delayed seeking good
medical care because they were not prepared financially to meet the bills.
Dr. Sargent and the State medical society don't want Federal health insurance. They think Wisconsin people should be content with their costly plan
(costly because it is incomplete). Let me tell you, there has been no dancing
in the streets, no rushing to sign up for those policies. We have excellent doctors
in Wisconsin, but they are pitiful failures as economists. They prefer toi leave
the operation of health plans to outsiders, anyone, so long as it is not the people
of the United States, through their own Government. They think they can trust
the private insurance companies to keep the plan operating at a profit, and thus
preserve the American way of life. Funny thing, practically all of those doctors
send their children to the public schools, which are not set up on a profit basis.
Thank God, some of the forefathers of these same doctors were the "radical"
pioneers who 100 years ago insisted on a democratic public system of education,
while the proponents of aristocratic private schools howled to high heaven that
it would ruin the Nation, and so forth.
Another thing, you never heard the doctors cry "socialism" when the postman
brings the morning mail (generally including some scare propaganda mailed by
the National Physicians' Committee to beat the M-W-D bill.
I want Federal health insurance as an integral part of social security. So do
lots of "consumers" of medical services here in Wisconsin. We urge you
to remember that Dr. Sargent speaks for a monopoly group-the doctors-and
not for the people of Wisconsin. So long as doctors remain practitioners of the
medical arts, they are on firm ground, but when they enter the realm of
economics they are lost sheep. And the shepherd who can lead them out of these
troubled, transitory times is not their organized lobby, their powerful American
Medical Association, but rather the wishes of the American people for some
long-delayed improvements in the distribution and the cost of medical care.
The Murray-Wagner-Dingell bill is the step in the right direction.
I am a member of the Farmers' Union, and a member of the cooperatives and
civic organizations, and I am sure that the great majority of the people in
these organizations favor a Federal health-insurance program.
Sincerely and respectively yours,
WALTER H. UPHOFF.

MADISON 5, Wis.,
June 18, 1946.
Senator JAMES MURRAY,

United States Senate, Washington, D. C.

DEAR SENATOR: Mr. Schwarztrauber and I wish to express to you our deep
concern for the health and welfare of the lower-salaried workers in this country
if the Wagner-Murray-Dingell health insurance bill is not recommended for passage by your committee and passed by the Senate and House.
Mr. Schwarztrauber and I believe that only through an insurance plan backed
by the National Government can an adequate health and medical plan be available to all the citizens of the United States. Mr. Schwarztrauber belongs to the
Blue Cross hospital plan but it is very inadequate with no provision for medical
examination or preventive care of any kind. He only belongs because of the
need for some protection against the unexpected costs of accident or sickness
that cannot be provided for in the family budget because of their high costs and
unpredictable nature. We are of the fortunate families in the United States
who can afford this coverage, inadequate as it is. We realize from the war
rejections how much an adequate health and medical program such as the Wagner-Murray-Dingell bill is needed by the low-salaried or wage-earning group of
citizens and their famiiles. No agency except the Government, in our opinion,
can possibly meet this need for adequate medical attention which will provide
medical examination and care to prevent much needless incapacity from neglected
illness.
While Dr. James Sargent may be the only man in Washington to speak
against your bill with no one to speak for it from Wisconsin, Mr. Schwarztrauber
and I wish you and your committee to know that there are many citizens in Wisconsin outside of the American Medical Association who have been for your bill
from its inception and believe that only through that bill can the citizens of this
country be adquately protected at a cost that they can afford to pay with a

NATIONAL HEALTH PROGRAM

2463

guaranty that needed medical care and hospitalization will be available for
them when it is needed.
Very truly,
HELEN A. SCHWARZTRAUDER,

E. E. SCHwaBTZBABEB.
FIST CONGREGATIONAL CHURCH,
Madison 5, Wts., June 17, 1946.
Hon. JAMES D. MURRAY,
Chairman Senate Committee on Education and Labor,
Washington, D. C.
My DEAR SENATOR : Understanding that hearings will be held this week on the
Wagner-Murray-Dingell bill on medical services, I want to be among those from
the State of Wisconsin to assure you that this appears to many of us not merely
a matter of concern to the medical profession, but to be fraught with the public
concern.
Many of us are concerned that medical services be more widely available than
private hospitals and private practice alone makes possible.
There ought to be forms of public-health insurance that would distribute costs
and assure the wage earner of adequate medical care.
Whatever is worked out in Congress, I want to be among those applauding the
general emphasis of what you are doing in this bill.
Cordially yours,
ALFRED W. SWAN.
THE WISCONSIN "FENCE BILL"

Senator DONNELL. Doctor, referring to the first of the letters presented by the chairman, namely, that from Mr. William T. Evjue,
editor of The Capital Times, Madison, Wis., do you know Mr. Evjue
Dr. SARGENT. Not personally. I know of him, however.
Senator DONNELL. H e was quite active, was he not, in opposition to

:v bill which was before the latest session of the Wisconsin Legislature,
known by some as the "fence bill"
Dr. SARGENT. Yes, sir.

Senator DONNELL. Yes, sir.

Now, I observe that in the course of his letter which was presented
by the chairman, that he says:
At the time that the medical "fence bill" was passed in the Wisconsin
Legislature the medical society of this State announced with great fanfare that
it woul submit a proposal for prepaid health groups to the people of this State.

He says: "That proposal has since been announced."
Are vou familiar with the proposal that has been announced?
Dr. SARGENT. Yes, sir.
Senator DONNELL. In the first place, as to the so-called "fence bill"

which was passed, I take it that that did receive the approval of the
Legislature of Wisconsin?
Dr. SARGENT. It did.
Senator DONNELL. Was it signed by the Governor of the State?
Dr. SARGENT. I think it was.
Senator DONNELL. And it is a law of the State of Wisconsin at this

time; is that right

Dr. SARGENT. So I understand.
Senator DONNELL. Then he comments further on this proposal of
prepaid health group, and I quote:
The most charitable thing that could be said about it Is to say that it is
fraudulent.
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Of course, that is a rather charitable utterance, I take it, but do you
agree with that statement, Doctor, that the proposal for prepaid health
groups that has been presented by the Medical Society of Wisconsin
is fraudulent ?
Dr. SARGENT. Of course not.
Senator DONNELL. Generally speaking, without going into great

detail, what is the nature of that proposal
Dr. SARGENT. The proposal that has been developed by the State
organization is an arrangement with the insurance carriers in the
State of Wisconsin, or a large number of them. I think the sum has
gone above some 30 of those that carry most of the industrial compensation insurance, whereby they would offer to the public, ostensibly through their industrial connections a voluntary health-insurance program. The details of that would be carried out under the
joint supervision of the insurance carriers and an appointed group
from the State medical society.
Senator DONNELL. Yes, sir.

Now, Doctor, Mr. Evjue's letter, I think, contains a rather significant sentence also. He. is referring to what he calls the fence
bill, and he says, after the sentence reading:
The bill was passed over the opposition of the cooperatives and the labor union.

He says this:
It is difficult to say when or whether ever its restrictive provisions will be
struck from the statute books.

I assume from that that Mr. Evjue is of the opinion, as it were, that
there is great doubt that the legislature will ever undo what it has
done.

Do you know whether or not, generally speaking, the expression
in the press of Wisconsin has been favorable to that bill or opposed
to it?
Dr. SARGENT. I think the opposition indicated by Mr. Evjue is a
very extreme side of the opposition. He always, throughout the
years, has been very friendly to the general idea of State medicine
in Wisconsin, and very vehement in his opposition to anything that
is proposed to supply the medical care to those that are in need of
it in Wisconsin under a voluntary system.
Senator DONNELL. And when he says-It is difficult to say when or whether ever its restrictive provisions will be
struck from the statute books-

referring to the so-called fence bill. I take it by that he necessarily

means to express a doubt as to whether a majority of the legislature
will ever deem that bill to be an unwise bill.
Would you interpret that sentence that way?
Dr. SARGENT. I think I would, sir.

Senator DONNELL. And you think it was signed by the governor

of the State?
Dr. SARGENT. Yes, sir.
Senator DONNELL. That is Governor Goodland?
Dr. SARGENT. Yes, sir.

Senator DONNELL. I have also the letter which the chairman introduced over the signature of Erich Lenz, of Wisconsin Association
of Cooperatives.
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That organization was opposed to this so-called fence bill; was
it not?
Dr. SARGENT. I think so. I am not sure of that.
Senator DONNELL. Do you know this man Mr. Lenz ?
Dr. SARGENT. No; I do not.
Senator DONNELL. You do not.

Another of these letters was the letter from the president and
secretary-treasurer of the Wisconsin State Federation of Labor, with
which was incorporated a copy of a resolution, apparently, adopted
by representatives of labor, the A. F. of L., CIO, railroad brotherhoods, Farmers' Union, and cooperative groups, indicating the desire
of the lay people of that State, and stating:
We, the Wisconsin State Federation of Labor, respectfully request that your
committee report this bill out favorably for passage-

referring to S. 1606.
The Wisconsin State Federation of Labor, I assume, was also opposed to this so-called Fence bill; is that right ?
Dr. SARGENT. That is right.

Senator DONNELL. Do you know if the CIO likewise was opposed

to it ?
Dr. SARGENT. I presume so. I do not know.
Senator DONE'LL. You do not know about these other organiza-

tions, the railroad brotherhoods, Farmers Union, and cooperative
groups?

Dr. SARGENT. No, sir, I do not.

Senator DONNELL. Mr. Evjue's letter says that the cooperatives

and the labor unions were opposed to the Fence bill. I assume Mr.
Evjue, being in the capital city, Madison, Wis., would be in a position
to know pretty well of what he says?
Dr. SARGENT. I think he does.

Senator DONNELL. Very well.

That is all, Doctor.

The CHAIRMAN. Doctor, have you the Wisconsin plan with you so

that we may put it in the record?

Dr. SARGENT. I do not have it, but I will be happy to see that all

material connected with it will be sent to the committee.
The CHAIRMAN. Well, could you describe it briefly?

Dr. SARGENT. The Wisconsin plan, as I indicated before, is a co-

operative effort between the State medical society and the insurers
that carry most of the industrial compensation insurance in Wisconsin
whereby, on a voluntary basis, the people of Wisconsin that so elect
may obtain their medical care under the general supervision of a joint

governing body made up both of representatives of the insurance companies and of the State medical society.,
The CHAIRMAN. Were these insurance companies already providing

health-insurance plans in the State of Wisconsin?

Dr. SARGENT. I think some of them had health-insurance plans;

yes. I am not sure about that.

The CHAIRMAN. So that your system merely entered into an ar-

rangement with tlem whereby they cooperate with the medical society
in providing the plan?
Dr. SARGENT. I think probably it was the reverse.

I think the

aim primarily was for the medical society to cooperate with the insur-
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ance company in the distribution of medical care that would come
under that program.
The CHAIRMAN. What were the limits of the plan?

Can you tell

us the payments to be made by the people and who are limited to membership? Is there any limitation of insurance for citizens of your
State?
Dr. SARGENT. Yes; there is a monetary income level limitation.

The

CHAIRMAN. I see.

I have a memorandum here which says that for your full indemnity
service, providing for participating doctors, it is only issued to persons
without dependents with an annual income of less than $2,080, and
to those with dependents of an annual income of $2,600.
Is that true?
Dr. SARGENT. I believe that is correct, yes, sir.
The CHAIRMAN. And it says that those with higher incomes who

chose to participate could and it is understood would be charged an
extra amount by the doctor; is that true?
Dr. SARGENT. That is correct.

The CHAIRMAN. And hospitalization payments are $5 per diem

for 31 days in a year, and $25 for incidentals, operating room,
anesthesia, et cetera.
That is true, is it not?
Dr. SARGENT. I believe that is right.
The CHAIRMAN. The subscriber may choose any doctor, but indem-

nity payment is limited to a scheduled amount. If the physician
chosen is a member of the participating county society, the subscriber
signs a waiver giving the doctor authority to collect directly from
the insurance carrier the amount obligated by the carrier.
Then you have a fee schedule?
Dr. SARGENT. That is right.

The CHAIRMAN. And for maternity cases, hospital allowance is
limited to $7, with 9 months prior subscription required, except for
those who join in the first 31 days when the contract is made available to the public.
Surgery, is provided on the basis of a fee schedule approved by the
State medical society. The fees range from a minimum of $10 to
a minimum of $150, the latter for one or more operations in the year.

It is not certain whether one with an income which entitles him to
full indemnity for physician's service would be free from charges if
he has more than one operation in the year, aggregate fees for which
would exceed $150.
That is true, is it, Doctor
Dr. SARGENT. I believe that is right.
The CHAIRMAN. Obstetrical care is allowed $50 per case for pre-

natal delivery and postnatal care.
For further details and provisions see the circular of the Hardware
Mutuals, Improved Health and Security for You and Your Family.
I have that here.
You have seen this circular that the Hardware Mutuals puts out,
Doctor
Dr. SARGENT. No; I have not seen that.
The CHAIRMAN. It is one of the insurance carriers that are par-

ticipating.
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Dr. SARGENT. I understand so.
The CHAIRMAN. I would ask to have that placed in the record.

(The circular referred to is as follows:)
IMPROVED HEALTH AND SECURITY FOR YOU AND YOUR FAMILY
[Underwritten by Hardware Mutuals, Federated Hardware Mutuals, Stevens Point, Wis.]
THE WISCONSIN PLAN-PREPAID SURGICAL, OBSTETRIC, HosPITAL CARE

The Wisconsin plan of prepaid surgical, obstetrical, and hospital care was
developed to improve the health and security of you and your family.
It was created by the State Medical Society of Wisconsin to provide opportunity
for you to receive the benefits which have resulted from the ever-increasing
progress in medical science.
To this end, Wisconsin doctors enlisted the cooperation of insurance companies
doing business in this State to provide the benefits specified by the plan.
Through the cooperation of employers, heads of associations, and other citizens
interested in better medical care, the benefits of the plan are made available to
you and your dependents.
By setting aside a small part of your income for insurance you will have a
guaranty that the benefits listed and explained in this booklet will be paid when
you and your dependents need them.
Surgical and obstetrical care is furnished by physicians who subscribe to the
plan. A list of all the participating physicians is available through your employer or your insurance representative. If you prefer another doctor your insurance will pay him up to the amounts specified in the schedule on pages 10 to

15 of this booklet.

SURGICAL EXPENSE BENEFITS

The plan pays your surgeon's charges for the operation performed up to the
amount described in the schedule of surgical expense benefits.
Full payment provision

If you have no dependents and your rate of pay is less than $2,080 per year,
or if you have dependents and your rate of pay is less than $2,600 per year, and
you direct the insurance company to pay the benefits under the plan to your
physician or surgeon then the physician or surgeon who has agreed to participate
in the Wisconsin plan with the State medical society, will not make an additional charge for surgical service provided by the plan, but will accept the
amount provided as payment in fulL
Persons paid at a higher rate, and persons receiving surgical care from physicians or surgeons who have not entered an agreement with the State Medical
Society of Wisconsin, will receive the amounts specified by the schedule of surgical expense benefits, but the full payment provision does not apply.
HOSPITAL BENEFITS

The plan pays your hospital charges for board and room up to $5 per day for 31
days during any one confinement.
In addition it also pays for other charges incurred in the hospital, such as
operating room, laboratory service, anesthesia, drugs, and dressings, and so forth,
up to $180 less the amount payable under the plan for hospital board and room.
BENEFITS FOR OBSTETRICAL AND MATERNITY CARE

The plan pays physicians' charges for obstetrical care up to the amount described in the schedule of surgical expense benefits.
The full payment provision applies to obstetrical cases for all insured persons
in the eligible income group, and the benefit provided includes monthly office
prenatal visits and the 6#veek office postnatal visit.
For maternity care the plan pays the hospital charge for board and room up
to $5 per day, and also for other charges incurred in the hospital, up to a
maximum of $70 for all charges.
There is a waiting period of 9 months before obstetrical and maternity benefits
become effective. Female employees who enroll on the date the plan is made
effective by their company, or within 31 days thereafter, have immediate obstetrical and maternity benefits.
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BENEFITS FOR MISCELLANEOUS PROCEDURES

When an operation described in the schedule of surgical expense benefits is
performed outside of a hospital, the benefits described under miscellaneous procedures are payable up to a .maximum of $15 for anesthesia and $35 for radiology. but not more than $150 for the combined surgical and miscellaneous procedures.
The "payment in full" provision applies to miscellaneous procedures for insured
persons in the eligible income group for operations performed outside the hospital.
For operations performed in a hospital, charges for miscellaneous procedures
are included in the benefits for other charges under hospital benefits.
EXTENSION OF BENEFITS

If, for causes other than pregnancy, you become confined in a hospital or undergo a surgical operation during the 3 months immediately following the termination of your insurance, benefits will be paid for such confinement or operation in
accordance with the plan provided:
(a) The confinement or operation was the result of a bodily injury which occurred or sickness which commenced prior to the termination of the insurance;
and
(b) You were totally disabled by the injury or sickness when your insurance
terminated and remained continuously so disabled until the confinement or operation.
If your insurance terminates and you require hospital confinement or obstetrical
procedures for pregnancy within 9 months after your insurance terminates, obstetrical and maternity benefits will be paid.
BENEFITS FOR DEPENDENTS

Insured dependents receive the same benefits to which the employee is entitled,
except that dependents are subject to a 9-month waiting period for obstetrical and
maternity benefits, unless otherwise indicated.
Eligible .dependents are your wife and your unmarried children between 3
months and 18 years of age.
SCHEDULE OF SURGICAL EXPENSE BENEFITS

The benefit stated in the following schedule for each operation is the maximum
amount for which the company will be liable for such operation; the maximum
benefit for all operations during any one period of disability is $10.
Benefits for operations which are not listed in this schedule will be determined
by the company and will be in amount which are comparable to those listed.
Physicians and surgeons who are subscribers to the Wisconsin plan, accepted
and approved by the State Medical Society of Wisconsin have agreed with the
said society that their charges for operations, including usual pre- and post-operative care, described or referred to in this schedule, will not exceed the benefit
herein provided for such operations provided the insured employee is within the
eligible income group (insured employee without dependents whose rate of remuneration from the employer at the time of disability does not exceed $2,080 per
year, and employee with dependents whose rate does not exceed $2,600 per year)
and directs the company to pay the amount of the benefit to the physician or
surgeon performing the operation.
This schedule represents charges that are less on the average than the usual
charges of subscribing physicians and surgeons.
Surgical procedures
Maximum benefits:
Maimum
benefits
Infections and traumata:
Abscesses (deep) incision and drainage ------_
-$ 10
Carbuncle, operative (surgical management oly) ---------25
Ulcer, surface, excision ------10
Septic finger (tendon sheath involvement) -------------50
Grafts, extensive ----------------------50
Cysts:

Cysts, sebaceous, removal------------------------------------10
Pilonidal cyst or sinus -------------------------50
Thyroglossal cyst, removal -----------------------125
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Surgical procedures-Continued

Maaimum
benefits

Maximum benefits-Continued
Tumors:

External, removal

$10

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

Complicated, removal ------------------------------ --Epithelioma of face, surgical removal-----Cancer of lip (local operation)-------------------Biopsy:
Superficial ---------------Needle aspiration
..--------------------Glands:
Superficial, removal---------------------------Dissection glands of neck (for cancer) ----------------Thyroid:
Gland, one or more poles, ligation -----------------Lobectomy -----------------------------Parathyroidectomy--------------------Breast:
Tumor, removal------------------------Simple removal-------------------------Miscellaneous:
Ligation, saphenous vein, low
.-------------------Extensive bilateral varicose veins--_----------- -Toe nail, ingrown, removal radical-------------------------Removal of coccyx----------------------------Casts, plaster or similar material (not including first application with
reduction or operation) :
Whole arm -- ---------------------------Leg to knee---------------------------------Leg spica-----------------------------Plaster jacket (including head) -------------------------Thoracic surgery:
Empyema, closed drainage-----------------------Thoracoplasty (complete) --------------------Aneurysmorraphy----------------------- -----Abdominal surgery:
Abdomen, paracentesis ----------------------Herniotomy:
Single, inguinal, femoral, or umbilical ---------------Bilateral (same or successive days) inguinal or femoral --Postoperative---- -----------------Esophagoscopy ---------------------------Gastrostomy ----------------------------------Gastric ulcer, excision
-----------------------Gastrectomy -..-----------------------------Peptic ulcer, perforated, closure -------------------Duodenal ulcer, excision (pyloroplasty) -----------_
Intestines, anastomosis-----------------------Adhesions, freeing of ---- ---------------Laparotomy, exploratory -------------------------Colon resection (with one closure colostomy) ------------Appendectomy- --- _------------------------Diverticulum, intestinal--.------------------Appendiceal, abscess, drainage----------------------Appendicostomy
----------------------Subdlaphragmatic abscess----------------------Cholecystectomy --------------------------------Common duct, resection or reconstruction--------------Pancreas, drainage--. ------------Splenectomy------------------------Proctology:
Hemorrhoids, injection treatment (complete procedure) -------Hemorrhoidectomy:
External single---------------------------External multipleL... ----------------------Internal and external-- -----------------------

-

25
50
35
10
5
10
100
75
100
150
35
75
25
75
10
35
10
7
25
30
50
150
100
10
75
100
100
25
100
125
150
100
125
100
75
75
150
100
100
75
75
100
125
150
125
150
25
25
50
50
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Surgical proceduree-Continued

Maximum benefits--Continued
Proctology-Continued
Maamum
benefits
Fistulectomy:
Single -------------------------------------------$50
Multiple------------------------------------75
Abscess, ischio-rectal drainage-----------------------------20
Carcinoma of rectum, extirpation--------------------------150
Prolapsed rectum, repair
--------------------------------100
Urology:
Urethrotomy, external

_

_---------------------

50

Prostatic abscess-------------------------------------Prostatectomy, perineal-----------------------------Epididymectomy---------------------------Vesiculectomy
----------------------Cystotomy or cystostomy--------------------Bladder tumor, diverticula, etc. (resection)----------

50
125
50
100
75
125

Nephrectomy

150

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

Plastic hypo-and epispadias---------------------------Caruncle excision ------

---

------

----

125

--- -

25

Obstetrics:
Pregnancy, delivery with monthly office prenatal and office 6 week
postnatal care (exclusive of medical complications)
-_ Miscarriage (curettage)---------------------------

50
25

Caesarean section, vaginal ---------

--------

100

Gynecology:
Atresia of vagina, correction----------------- --

50

Fistula, recto-vaginal----

-------

Dilatation and curettage--------------Uterine polyp, removal -------

--

------

100

-----------

25

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

25

-------

Ovarian tumor removal ----------------------Hysterectomy, total-------------------------Supravaginal hysterectomy, subtotal -------------------Combined cervical and vaginal repair (no procidentia)------Carcinoma of the cervix-radiation therapy-including cost of the
radium --------------------------Ophthalmology:
------------------Conjunctival suture ----Lachrymal sac, removal, or dacryocystorhinostomy -_------Entropion or ectropion, plastic operation ---------------Tarsorrhaphy --------------------Strabismus, two or more stages--------------------Cataract:
Needling----------------------------------Removal----------------------------Enucleation ----

100
150
100
75
125
15
50
60
75
100
25
100

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

75

Evisceration ---------------------------------Otology:
Paracentesis tympani (not including after-care)
Mastoidectomy
Acute simple _
---------------------Radical bilateral -----

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

---

75
5
1--00
150

Nose and throat:
Nasal polyps:
15.00
Removal, unilateral -----------Removal, bilateral---------------------------25.00
Antrum window, bilateral -------------------50.00
Frontal sinus, external radical ----------------125.00
Tonsillectomy and adenoidectomy ----------------25.00
Larynx, intubation -------- -------------------25.00
Laryngectomy -- ---------- ------------------- 150.00
Laryngoscopy, operative---------------------------50.00
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procedures-Continued

Maximum benefits-Continued
Neurosurgery:
Mazimum
Fractures, injuries, tumors:
benefits
Skull:
$25.00
Simple (nonoperable) without intracranial injury..-Simple (nonoperable) with intracranial injury------- 75.00
-----75.00
Depressed--- --------------------150. 00
Compound -------- -----------------Spine (cases uncomplicated by corl damage) :
Injury -------------------..------.
50.00
Compound -----------------------------150.00
Brain injuries, operable type:
Extradural hematoma-----------------------------150. 00
Subdural hematoma -----------------------150.00
Spinal cord injuries:
Section of anterior roots for spasm --------------150. 00
Decompressive laminectomy -------------..---..-150.00
Removal of or exploration for an extruded nucleus pulposus
or ruptured intervertebral disc-----------------150.00
Miscellaneous:
Suture, decompression, and transplantation of single or
multiple nerves ---------------------------100.00
Brain tumors-------------- ---------------- 150.00
Section of sensory root for Vth nerve neuralgia
-----125.00
Craniotomy for brain abscess-------------------- 150. 00
Excision of meningocele------------------------75.00
Injection of Vth nerve ganglion or branches----------25. 00
Sympathetic system:
Unilateral resection of any part----------------------100. 00
Bilateral resection of any part --------------150.00
Bone, joint, tendon surgery:
Simple fractures:
Nose---------------------------------15. 00
Ribs ---------------------------------10.00
Humerus ----------------_
_---------- 50.00
Radius and ulna, shaft---------------------------50.00
Fracture head of radius---------------------30.00
Finger --- --------------1------------0. 00
Pelvis ------------------------------75. 00
Tibia, shaft ------------------------- 40.00
Tarsal bone, one, excluding oscalcis and astragalus------25. 00
Great toe-----------------------10.00
For fractures requiring an open operation or skeletal traction:
(The maximum amount of reimbursement will be twice the
amount shown above for corresponding simple fractures
up to $150.)
Compound fractures:
(All compound fractures are allowed double the fee of
simple fractures up to $150.)
Fresh uncomplicated dislocations:
Spine ------------------------------ 100. 00
Maxilia; inferior----------------------------00
Shoulder
----------------15. 00
Wrist-----------------------35.00
Hip -------------------------------5 00
Knee
------------------------50. 00
Knee, semilunar cartilage requiring open operation .----.
100. 00
Metatarsal bone:
One -------------------15. 00
Each additional bone .
------------------5.00
Joint resections:
Shoulder joint, resection --------------------_
150. 00
Elbow joint, resection------------------100.00
Hip joint, resection------------------------150. 00
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Surgical procedures-Continued

Maximum benefits-Continued
Bone, joint, tendon surgery-Continued
Maximum
benefits
Orthopedic:
Spinal fusion ----------------$150.00
Bone graft ------------------------------ 150.00
Tenotomy- -----------------------------25.00
Arthroplasty, any major joint---------------150.00
Amputations:
Shoulder --------------------------125.00
Upper arm------------------------------------------75.00
Hand ----------------------------------50.00
Thigh---------------------------------------100.00
Toe ----------------------------10.00
Foot------------------------------------50.00
Blood transfusions (not including cost of blood) :
First transfusion ------------------------10.00
Subsequent transfusions-each. -------------------5.00
Miscellaneous procedures
The following procedures shall be deemed to be operations within the meaning
of this policy if performed in connection with a surgical procedure for which benefits are payable and if performed outside of a hospital, but the maximum amount
for which the company may be liable on account of such procedures performed
during any one period of disability shall be as follows: For radiology benefits,
$35; for anesthesia, $15; subject, however, to the applicable maximum benefit of
$150 for all surgical and miscellaneous procedures during any one period of
disability.
Description of operation:
Radiology:
Maximum
benefits
Head and neck:
Skull --------------------------$10
Ventriculography------------------------15
Eye:
10
For foreign body-------------------------------For localizing foreign body (extra) ------------15
10
Mastoids (a) regular---- ---------------------Nose..----------------------------------5
10
Optic foramina-------------------------------10
Neck for soft tissue----------------------Chest:
Thorax-ribs---------------------------------10
Sternum -------------------------------5
10
------Lungs, posterior-anterior and lateral ----Heart, single teleo roentgenogram------------------------- 7
Spine and pelvis:
Spine:
Cervical----------------------10
15
Lumbar and pelvis------------------------20
Entire ------------------------Pelvis -------------------------10
Upper extremities:
10
-------------------Shoulder girdle-----------------5
Clavicle--------------Elbow-----------------------------5
Wrist ---------------------------------5
Finger -----------------------5
Lower extremities:
10
-------------------Hips----------------Knee-----------------------------5
Ankle-------------------------------5
Foot --------------------------------5
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Surgical procedures-Continued
Description of operation--Continued
Radiology-Continued
Maximum
Gastrointestinal:
benefits
tract:
Gastrointestinal
By barium meal (with or without preliminary film of abdomen) --------------------------------$15
---25
By barium meal and enema----.--------35
Barium meal and gall bladder (dye) and colon (enema)Gall bladder by dye method----------------------15
------------15
Colon by barium enema (complete) -Kidney in situ (operating table) ----------------10
Urological
Genito-urinary, simple K U B-----------------------7
Pyelogram:
Intravenous (with injection of medium)
-- ---- 15
Retrograde -------------15
Cystography ----------------------------10
Urethro-cystography ------------------------10
Fluoroscopic and general:
Reduction of fractures-------------------------------5
Foreign body:
Detection
--------------------------------------5
Removal (endoscopic) ------------------- 10
In esophagus or respiratory tract -------------10
Anesthesia (by other than the operating surgeon or assistant operating
surgeon; amounts stated include the cost of materials used)
Less than half hour----------- -----------------5
Half hour to one and a half hours -------------------10
Over one and a half hours -----------------------------15
CONDITIONS

The Wisconsin plan provides surgical, obstetrical, and hospital care for all
disability resulting from bodily injury or sickness except disability due to bodily
injury arising out of in the course of the employee's employment or to disability
due to occupational or other disease or sickness covered by any applicable workmen's compensation or occupational disease law. In all cases you or dependents
must be under the care of a legally qualified physician or surgeon.

The CHATRMAN. That is all, Doctor.
Senator DONNELL. That is all, Doctor.

The CHAIRM1AN. The next witness is Representative Andrew J. Biemiller, of Wisconsin.
STATEMENT OF HON. ANDREW J. BIEMILLER, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF WISCONSIN

Congressman BIEMILLER. Good morning, Senator.
The CHAIRMAN. Good morning.
Congressman BIEMILLER. My name is Andrew J. Biemiller, repre-

senting the fifth district of Wisconsin.
Senator, I desire to appear only very briefly this morning, partly

at the request of the Wisconsin State Federation of Labor, which
asked me if I would appear and make clear their support of the legislatioirnow pending before your committee, and the belief that the
majority of the people of the State of Wisconsin are infavor of the

bill.

They have also asked"me to bring along a resolution adopted at the
Midwest Workshop Health Conference, held in St. Paul, Minn., Feb-
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ruary 6, 7, 8, and 9, 1946, which was attended rather broadly by representatives of the AFL, CIO, railroad brotherhoods, and farmers'
cooperatives of the States of Wisconsin and Minnesota.
I
And I submit that for the record.
The CHAIRMAN. It may be incorporated in the record in connection with your testimony.
(The document referred to is as follows:)
RESOLUTION

ADOPTED

AT MIDWEST WORKSHOP HEALTH

CONFERENCE,

ST. PAUL,

MINN., FEBRUARY 6, 7, 8, AND 9, 1946

I. Therefore, be it
Resolved, That there be established a unified national health program embodying the elements and principles set forth in the President's five-point health
message of November 19, 1945.
1. A complete medical service available to all through contributory compulsory health insurance financed by contributions by employers and insured,
supplemented where necessary by general tax funds.
2. Broadening of the social-security program to provide protection against
loss of wages from illness and disability.
3. Federal aid to strengthen and support education of medical, dental, and
other health personnel and research.
4. Expansion of hospital and health center facilities through Federal
grants-in-aid.
5. Expansion of public-health, maternal, and child-health services through
Federal grants-in-aid.
II. Be it further
Resolved, That any program established include the following standards and
principles.
1. Free choice of physician or group of physicians by patient and of patient
by physician.
2. Adequate and effective participation in formation of policy by those
entitled to receive medical care.
3. Assure high standards of medical service by encouraging the development of group practice in a coordinated hospital and health center system,
making available refresher courses, and designAting of specialists and consideration of standards established by professional bodies.
4. Provide profesional and financial incentives for professional advancement of practitioners, and encourage high standards in quality of services
furnished.
5. Provide adequate income for participating personnel and facilities.
6. Decentralized administration to adapt the national program to meet
local needs.
7. Provide for the early coordination and integration of all medical and
health services.

8. Provide medical services for needy persons through the payment of
appropriate premiums to the health-insurance fund by public agencies.
III. Be it further
Resolved, That we support the health provisions of the Wagner-Murray-Dingell social security S.1050 (H. R. 3293) and national health S. 1606 (H. R. 4730)
bills
IV. Be it further
Resolved, That we support S. 191 if amended as follows:
1. To provide on the Advisory Council representation from lay organizations and individuals adequate to protect the interests of recipients of the
service.

2. To vest only advisory powers in the Council.
3. To preserve the proved principles of retaining administrative responsibility in the hands of public officials accountable to the people's elected
representatives in Congress and the President.
4. To define "public health center" as a publicly owned facility for the
provision of medical care, as well as public health services.

NATIONAL

HEALTH PROGRAM

2475

Congressman BIEMLLEFR. I have requested, -as I think you know,

that toward the end of these hearings, if you have time available, I
would like to come in when we are freer over on our side of the House
and have a chance to present lengthy testimony.
The CHAIRMAN. I would be glad to give you that opportunity.

Senator DONNELL. May I ask one or two questions, please ?
Congressman BIEMILER. Surely
Senator DONNELL. Did I understand you to state when you referred
to the sentiment of the majority of the people of Wisconsin as being
in favor of the bill, that that is what is stated by the Federation of
Labor, or are you testifying to that?
Congressman BIEMILER. Both.
Senator DONNELL. What investigation have you made, Representative Biemiller, to ascertain the opinion of the people of Wisconsin on
this question ?
Congressman BIEMILLER. Senator, I was a member of the State
legislature for three terms.
Senator DONNELL. Yes, sir.
Congressman BIEMILLER. Introduced a good many measures dealing with health legislation, one of which was health insurance, which
was debated rather widely throughout the country.
Obviously, the bill did not pass, or it would have become law at this
time.
Senator DONNELL. The majority of the legislature did not favor
that at that time?
Congressman BIEMILLER. The majority of the legislature did not,
but I have spoken extensively around the State. I have been in constant contact with leaders of the farm groups and the labor groups
particularly throughout the State, and I am convinced, on the basis
of my own personal observations, that the majority of the people of
that State do favor the enactment of a health-insurance bill.
Senator DONNELL. Of course, there has been no poll taken of the
people of the State of Wisconsin, so far as you know
Congressman BIEMILLER. Not as far as I know.
Senator DONNELL. And your contacts were largely with the labor
and farm-bureau groups; is that correct ?
Congressman BIEMILER. That is correct.
Senator DONNELL. Mr. Biemiller, how long have you been a Member

of Congress ?
Congressman BIEMnuER. This is my first term.

Senator DONNELL. Are you acquainted with Mr. Isadore Falk ?
Congressman BIEMILLER. Yes. I have known Mr. Falk some time.
Senator DONNELL. Have you worked with him at all in connection

with problems of this general type
Congressman BIEMLLER. Not to any great extent.

I have occa-

sionally conferred with him over a period of a decade.
Senator DONNELL. Did you have anything to do, Mr. Biemiller, with

the preparation of this bill, S. 1606
Congressman B1EMILE.R. No, sir.
Senator DONNELL. That is all.

Congressman BIEMrLa.R. Righto.
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(Subsequently, Mr. Biemiller submitted the following analysis of
the Wisconsin State Medical Society plan for medical-care insurance:)
NOTES AND COMMENTS ON THE WISCONSIN PLAN OF MEDICAL-CARE INSURANCE

In 1944, Dr. Christofferson, a member of the house of delegates of the Wisconsin
State Medical Society, introduced a resolution to explore the idea of using private
insurance carriers for medical-care insurance. The house approved the resolution
and appointed a committee under the chairmanship of Dr. Christofferson to
explore this possibility.'
In November 1945, the committee submitted a detailed report of what has come
to be known as the Wisconsin plan. The committee proposed "that the medical
profession of Wisconsin enter into agreement with such insurance carriers
licensed in this State as are willing to do so providing for the Wisconsin plan
of prepaid insurance for the care and treatment involved in the fields of surgery,
obstetrics, associated anesthesia and radiology, and hospitalization." 2
Approval of the plan recommended by the committee was announced by the
Wisconsin State Medical Society at its annual house of delegates meeting, October
23, 1945, to become operative early in 1946.
PROVISIONS OF THE PLAN

The provisions of the plan as described in the Journal of the American Medical
Association are:
1. The Wisconsin plan shall be approved by the State Medical Society of Wisconsin and in a form so approved and without variation shall be available to any
licensed insurance company in Wisconsin for use in accordance with its terms.
2. The Wisconplan shall provide(a) Full coverage benefits for care involved in the fields of surgery and
obstetrics whether given in or out of hospital.
(b) Full coverage benefits for anesthesia and radiology when given outside of a hospital.
(c) Broad benefits for hospitalization and therapeutic services performed
in the hospital.
3. Income limits for those on the service plan basis will be $2,080 annually per
single person and $2,600 for married persons.
4. Free choice of medical physicians is to be provided.
5. For nonhospitalized cases, the maximum anesthesia benefit is $15 and for
miscellaneous operative radiology procedures the maximum is $35.
6. The total maximum hospital benefit will be $180.
7. The premium will be divided into two groups, the lower being for those who
join as a part of a group and the higher for those who join individually.
Supplementary information available indicates that any resident of the State
would be eligible to participate in the plan, but he will be charged additional fees
by the attending physician if his income exceeds the specified limits of $2,080
if single, $2,600 if harried.
The hospital benefits consist of a per diem payment of $5 for each day of
hospitalization for a maximum of 31 days in a year per participant, in addition to
a maximum of $25 paid annually to compensate for X-ray services, radium,
anesthesia, transfusion, and so forth, making the maximum hospitalization benefit
per person a year $180.
For maternity cases, the hospitalization allowance is limited to $70, with 9
months prior subscription of the couple required (those who join in the first
31 days when the contract is first made available to the public will be exempted
from this provision). Fifty dollars per case is allowed for each obstetrical case
(exclusive of hospitalization) for prenatal, delivery, and postnatal care.
Surgery is provided on the basis of a fee schedule approved by the State medical
society. The fees range from a minimum of $10 to a maximum of $150, the latter may be paid for one or more operations in a year.
SProceedings, House of Delegates, one hundred and fourth anniversary meeting, State

Medical Society of Wisconsin, 1945.

Supplement to the Wisconsin Medical Journal, vol.

XLIV, No. 12, December 1945.
2 JAMA, vol. 129, No. 15, December 8. 1945, p. 1032.
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Initially, seven insurance companies were approved and consented to participate in the plan. These are Liberty Mutual of Boston, Lumberman's Mutual
Casualty of Chicago, Employers Mutual Liability, Hardware Mutual Casualty,
Wisconsin National Life, Old Line Life, and Time Insurance Co., all of Wisconsin.
Other companies may join with the approval of the medical society. The
monthly premiums charged for the services provided are to be as follows:
Individual

persons)

,
Male person ..----------------.....--------------------------.--.
Female . .---------------- ------------------------------------.4.
Male and I dependent .-----------.---...-------------------.Female and I dependent --------------- -- -----------.-------------Male and 2 or more dependents
Female and 2 or more dependents ------- -----------------------

Franchise
(3 to 10

$1.10
$1.20
1.70
1.90
4.40
70
5.00
6.40
5.50
0.00
.--------.--------.----6.10
6.70

Group (10 or
more per-

sons)
$1.
$1.
$3.'
$3.1
$4.76 to $5.2
Do.2

I For a couple.

SFor a family.
CHARGES AGAINST THE PLAN AND ITS DEFENSE

The State plan has been condemned by the County Medical Societies of Milwaukee, Racine, Kenosha, and Eau Claire. In the words of Dr. Foerster, president of the Milwaukee County Society, the State plan is a "step backward."
According to him, the State medical society "has forsaken; the field of medically
controlled, directed, and operated medical services prepared for it by the ground
work of its component organization in Milwaukee County, and it has called in
a third party to take over the job.
"The State society has sabotaged its own sponsor plan in Milwaukee by
throwing it into competition with the commercial insurance carriers of the
State, and its officers have lacked the good grace to support a request of some
of its delegates for time to permit study and discussion of this secretly conceived Wisconsin plan.
"The latter does not appear to be anything new, either evolutionary or revolutionary, but merely a means of extending insurance control over a large phase
of medical practice. Insurance-controlled plans for medical services are not new
and have been in operation in several large Milwaukee industries, as well as
elsewhere in the Nation, for many years."
Others have charged that the costs under the State plan are greater than
those of the Milawukee surgical plan; that the State plan would not cover all
the workers, especially those who become unemployed; that the plan introduces
a third party-commercial insurance companies-interested in profit, in the
doctor-patient relation.
In defense of these charges, those favoring the State plan see no reason
why the Milwaukee surgical plan could not continue side by side with the State
plan. They have stressed the threat of Federal legislation as sufficiently serious
to require effective steps through skilled insurance organizations to give the
public what it wants-insurance against medical costs. They have made much
of the statement of the representatives of the insurance companies who were
invited to attend the meetings of the house of delegates that they would operate
the "Wisconsin plan" without any profit.'
Dr. Christofferson, chairman of the insurance planning committee of the State
society said: "We confidently feel that this insurance plan

*

*

*

will offer

the people of Wisconsin the type of coverage they neelt to protect them for
the majority of catastrophic illnesses. The insurance companies who have
assisted us in this program are rendering a noteworthy service to the citizens
of Wisconsin for they are entering a field which has not been served in the
manner provided in the Wisconsin plan. We firmly believe this is the type of
program which will meet the needs of people without subjecting them to all
the, red tape and overhead cost of a bureaucratic form of coverage such as suggested in current Federal legislation." "
SJournal, Milwaukee, Wis., November 10, 1945.

'Proceedings, House of Delegates, One Hundred and Fourth Anniversary Meeting, State
Medical Society of Wisconsin, 1945. Supplement to the Wisconsin Medical Journal, voL
XLIV, No. 12, December 1945.
' Plans Made for Launching Insurance Programs, Wisconsin Medical Journal, vol. 44,
No. 2. November 1945.
85907-46--pt. 4--- 7
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APPRAISAL OF THE PLAN

Despite the statement of Dr. Christofferson that insurance companies participating are entering a field which has not been served in the manner provided
in the "Wisconsin plan," the plan offers nothing that has not been offered by
commercial insurance companies, and often on a more inclusive basis by voluntary
prepayment service plans. At the end of 1944, it was estimated by Mr. Milliman
of the Equitable Life Insurance Co. that group policies for hospitalization benefits,
some more and others less generous than those under the "Wisconsin plan,"
covered some 8,000,000 workers and their dependents; some 6,000,000 of these
8,000,000 had surgical benefits as well, many with just as liberal provisions as
those provided under the "Wisconsin plan." The only novel element in the
"Wisconsin plan" is that the plan is officially approved by the State medical
society.
Considering the benefits provided, the charges are by no means minimal; in
many instances they are actually higher than charges for comparable benefits
under other voluntary plans. Table 1 shows charges for hospitalization and
surgical benefits under several voluntary plans. Taking into consideration the
scope of benefits, several of these selected plans do better than does the "Wisconsin plan."
In the course of the discussion before the house of delegates, the proponents
of the plan stressed repeatedly that they had carefully studied service plans
and that the plan which they are proposing was at least as economical as any.
However, no figures were cited in support of these assertions. It. would be of
interest to inquire into the past experience of the seven commercial insurance
companies which have agreed to participate in the plan and have been approved
by the State medical society to do so. What has been their past underwriting
experience? How much of the-premium dollars paid in by the insured have they
paid out in benefits? How much of it was used for underwriting expenses and
other costs exclusive of profit-since these companies pledged to make no profit
from the medical society plan.
Of the seven companies, three are stock companies. These are the Old Line
Life Insurance Co. of America, Time Insurance Co., and the Wisconsin National
Life Insurance Co. The other four are mutual companies. On the average,
stock companies return a smaller fraction of the premium dollar to the insured
and are found to have a somewhat higher operating cost. For instance, the
experience of the entire health and accident business in Wisconsin in 1944, by
stock companies, shows a total net premium intake of $8,719,995 of which
$4,568,395 was paid to the policyholders-52 cents out of each premium dollar.'
The net premium collected by mutual companies in the State for health and
accident business amounted to $3,817,795 and losses paid $2,149,093-or 56 cents
out of each premium dollar.'
Furthermore, the Seventy-Sixth Annual Report of the Commissioner of Insurance of the State of Wisconsin for 1945 shows that as late as 1944, the time when
the State society appointed its committee to explore insurance against certain
medical costs through commercial insurance policies, that four of the seven companies-all the mutual companies approved to sell the medical society plan-had
totally negligible or no health and accident business in the State. This is shown in
table 2. The entire premium income of the seven companies in Wisconsin for health
and accident insurance in 1944 was $1,091,092. Of this total, the three mutual
companies which had sales in 1944 in Wisconsin contributed $12,830, or, roughly, 1
percent of the total.
The table shows the loss ratio-the amount paid out to the insured in benefits
to the net premium collected for each company for each year and for the 3-year
period 1942 to 1944, inclusive. The combined experience of the six companies that
had some health and accident insurance business in 1944 for that year is a loss
ratio of 41 percent. The corresponding ratio for the 3-year period is 40 percent
This is appreciably lower than the loss ratio of all the health and accident insurance business in the State for each of the 3 years compared. Thus the loss
ratio of all the other companies doing business in the State in 1944, Instead of
being 41 percent is 55 percent. The corresponding ratio for all the other companies
in the State for the 3-year period, 1942 to 1944, inclusive, is 53 percent instead
of 40 percent. It would appear from this comparison that the seven companies
* Seventy-sixth Annual Report of the Commissioner of Insurance of the State of Wisconsin
and Thirty-sixth Report of the State Fire Marshal. 1945. (Business of 1944.) Morvin
Duel, commissioner of insurance, Madison, Wis., 1945.
SIbid.
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that were approved to sell the "Wisconsin plan" to the residents of the State
included a number that are relatively new in the accident and health insurance
business and the loss ratios of these companies shows an appreciably smaller
fraction of the premium dollar returned to the policyholders by these companies
in comparison with other insurance companies doing business in the State. It
would seem that the first group of companies approved to sell the "Wisconsin
plan" to the public are the least efficient companies if we assume that a large
fraction of the balance of the premium dollar which is not paid in losses to the
insured goes into costs of operation and underwriting.
This we may test by turning to information given by the Spectator Pocket
Register of Health and Accident Insurance for 1945, a reliable source of insurance
information. This information is summarized in table 3. Experience for two of
the seven companies is not available in the Spectator. These are apparently
newly organized companies with little, if any prior business. For the remaining
five companies, which account for over 99 percent of the health and accident
business in Wisconsin, the Spectator gives information both on loss ratio and
expense ratio. The table gives this information for each year, and for the 5 years
1940 to 1944, inclusive, for each company and for the five companies combined.
The loss ratios include the cost of adjudicating the claim. In other words, a
small fraction of the adminiistrative cost is in the "losses" The ratio is losses
incurred to premiums earned. On this basis the combined experience of the five
companies for 1944 was a loss ratio of 38 percent, including, as already stated, the
cost of adjudicating claims. If we make allowance for adjudicating costs, the
insured probably got back in benefits no more than 35 cents on each dollar paid
in premiums. Underwriting expenses took 46 cents out of each dollar of earned
premium in 1944. If we were to add to underwriting expenses the cost of adjudicating claims, it would show that roughly 50 cents out of each dollar of premium
earned by the five companies in 1944 went to pay expenses (exclusive of any
profit or reserve). For the 5-year period 1940 to 1944, inclusive, the expense
ratio was only slightly less than for 1944. It was 44 percent instead of the 46
percent.
The Nation-wide experience of these companies for a period of 5 years would
suggest that even with their pledge not to make any profit from the plan, they
may need at least 40 cents and more probably 50 cents out of each dollar of
premium paid under the plan to meet expenses. In other words, Wisconsin
doctors and hospitals, at best, may get only about 60 cents out of each dollar
paid by subscribers of the plan, but they may get no more than 50 cents or even
less. It is also of interest that the expense ratio of these five companies is substantially higher than that of all the health and accident insurance companies
throughout the Nation. As against an underwriting expense of 46 percent in
1944 by the five companies the average for all companies (including the five) was
34 percent, confirming what we suspected, that these are, on the average, companies with higher expense ratios and correspondingly a smaller return of the
premium dollar to the insured, even it no profits were included.
Physicians who have criticized S. 1606 have dwelt, among other things, on
high cost and the heavy taxes that workers must pay to get the benefits. It
would be interesting, therefore, to examine critically the cost of the Wisconsin.
program in terms that would make it comparable with the cost of S. 1606. Under
S. 1606 an amount equivalent to 3 percent of the wages up to $3,600 a year
is considered sufficient to pay for hospitalization, general medical services (not
provided under the Wisconsin plan) specialist care (of which the Wisconsin
plan provides payment not only for the surgeon and obstetrician) and laboratory
and related services (very little of which is included under the Wisconsin Plan.)
On page 4 of this statement, we have listed the premium charged under the Wisconsin plan. What would these premiums be percentagewise? Under S. 1606 a
man who earns $50 a month would be required to pay 75 cents himself and his employer would pay 75 cents in his behalf, making a total of $1.50 for him and his
dependents, or 3 percent. One earning $100 would pay twice as much, but the
identical percentage; and one earning $300 or more a month, would pay six times
as much but still the same percentage. Under the Wisconsin plan a person earning only $25 a month or less, must pay the same amount as anyone else with
like family responsibilities and type of subscription if he wants the protection
offered. Therefore, the man having little earnings and a family may pay
10, 15, 25, or more percent of his earning for the protection. Persons with higher
earnings, of course, would pay a smaller percentage of their income.
To make the two plans comparable, we have taken as our base the average
earnings of single males and females, in 1943, making contribution under the
85907-46--pt. 4---38
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Federal Old Age and Survivors Insurance Act Since the insurance features of
the plan apply only to those earning $2,080 or less a year, if single, and $2,600 or
less a year, if married, we have used groups earning these maximal amounts or
less. On this basis, the average earnings of males in 1943 was roughly $1,100, and
for females slightly over $700. We have related the table of premiums to these
averages and obtained percentage contributions. (See table 4.)
Weighting the various groups on the basis of their proportion in the labor
force as given by the 1940 census, and combining them we find that for the
group which is to be insured against additional charges by the surgeon-not by
the hospital-the premium constitutes 4.4 percent of the average wage if payment is made on an individual subscriber basis. The average percentage would
be 4.1 if payment is made in small groups; less than 10, franchise; and it would
be 3.1 to 3.2 percent if payment is made in groups of 10 or more.
In other words, Dr. Christofferson is asking the low-income working groups
in Wisconsin to pay, on the average, 3.1 to 4.4 percent (many a much higher
fraction) of their income and get benefits considerably less than half of what
S. 1606 assures for a fixed payment of 1.5 percent so as to avoid what Dr.
Christofferson calls bureaucratic form of coverage. As to heavy overhead
costs the doctors have agreed to ask the Wisconsin public to pay 50 cents out
of each dollar for private insurance administration instead of the 5 cents estimated Federal cost of administering a medical care plan.
TABLE 1.-Monthly premiums for hospital and surgical care provided by selected
medical society plans
Plan and type of subscriber

Group enrollment

Individual enrollment

California Physicians Service: Sur- None... .....................-gical and hospital contract.
M ale - -........ -. ... . -.--Female -..........- ...-..... --Two-person family.......----- Family ......
__ _.....---.---...
IntercoastHospitalization Insurance
Association.
$1.50 ($4.50 quarterly)......-...
Male----......................---------$1.75 ($5.25 quarterly) -----..-.
Female--- ----------------......
Employee and spouse........... $3.33 ($10 quarterly). ........
_--.
Employee, spouse, and 1 depend- $4.42 ($13.25 quarterly) ---..
ent.
$4.92 ($14.75 quarterly) -...-.................-..
Family ..
Each additional dependent-..-. --...
New Hamsphire Physicians Service: None--------------------Hospital surgical plan.
1 person (without maternity
care).
2 persons (without maternity
care).
Family (with maternity care)..
Hospital Service Association of New
Orleans: Hospital-surgical care
(cash reimbursement to subscriber).
----......
None--.......--------Individual subscriber -...........---Subscriber and spouse ...........
Family .-----..-....------------ ..................................
Each sponsored dependent....-Michigan Medical Service: Hospital- Not written but community enrollment is being started.
surgical care.
Employee----.............------------Employee and spouse.......--..
Employee and unmarried, dependent child.
Family------------...................
Central West Virginia Medical Service, Inc.: Hospital-surgical care.
- $1.40, ward; $1.60, private room..
Member...------------------.
Each association member other $1.30, ward; $1.60, private room..
than unmarried dependent
children over 20.
First dependent and unmarried $0.40, ward; $0.50, private room..
child under 20.
Second dependent and unmar- $0.25, ward; $0.35, private room..
ried child under 20.
Third dependent and unmarried $0.15, ward; $0.20, private room..
child under 20.
Single employee ..----...------Married employee..----------

5 or more employed persons.
$1.55.
$2.00.
$3.80.
$5.4b.
Minimum No. 5; 100 percent in
groups of 10 or less, 60 percent
in groups larger than 50.
$1.25.
$1.35.

$2.60.

$3.60.
$0.45.
Minimum No. 5: 50 percent in
groups above 100.

$1.60.

$3.20.
$3.75.
Minimum No. 5; 10 or less, 100
percent-;above 50, 60 percent.,
$1.60, private room; $1.25, ward.
$3.00, private room; $2.40, ward.
$4.00, private room; $3.25, ward.
$1.40, private room; $1.15, ward.
Minimum No. 5; 75 percent in
groups of 14 or more.
$1.40, ward; $1.60, semiprivate.
$3.40, ward; $3.80, semiprivate.
$3.40, ward; $3.80, semiprivate.
$4.65, ward; $4.25, semiprivate.
Minimum No. 5; minimum percentage 60 percent.
$3.50, ward; $5, private.

$1.25, ward.
$2.25, ward.
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TABLE 1.-Monthly premiums for hospital and surgical care provided by selected
medical society plans--Continued
Individual enrollment

Plan and type of subscriber

Group enrollment

I
Hospital Savings Association,
Chapel Hill, N. C.: Hospital-surgical contract:
Individual--............-----------------Family...--------....
Huntington Hospital Services, West
Virginia:
--.---Individual--.......------..
Subscriber and 1 dependent...-.
Family.---------------------Ohio Medical Indemnity: Surgicalhospital contracts:

$1.38115 percent increase over ]$1.20 per month.
$2.88J group prices.
1$2.50 per month.
-------

$2.05_-__------.--

$2.00

$3. rates for groups of less than
$4.05............................ $4.00 100.
$3.655............................

Individual-I.................
. Not written
written
-------------------..........................
Family

.

Virginia Medical Service Associa- Not written but county enrolltion: Medical-surgical plus hosment open at periodic intervals.
pitalization (medical after 3 days
in hospital):
Single, no maternity ----.........
.......---- --------------------...
Husband and wife...............
Widow and 1 child, no mater- -----------.---------------------nity.
Family.. -----..................
Wife of man in armed forces
(with maternity care).

$1.45, semiprivate; $1.20, low-cost
plan.
$3.90, semiprivate; $3.40, low-cost
plan.

$1.70.
$3.50.
$3.00.
$4.00.
$2.50.

TABLE 2.-Wisconsin health and accident net premiums, net losses, and loss ratios
for all casualty insurance companies and for 7 companies participating in
the "Wisconsin plan" sponsored by the State medical society, 1942-44

All health and accident business (including 7 participating companies):
1942
1942------------------------------------------ ----.----1943- ----------------------------...................

premiums

losses

ratio

$8, 249,545
9,855,745

$4,016,976
5,042, 395
6,717,488

Percent
48.7
51.2
63.6

30, 643,080

15, 776, 859

61.5

7,399, 788
8,954,712
11,446,698

3,683,104
4,682, 487
6,266,169

49.8
52.3
54.7

27,801,198

14,631,760

52.6

849, 757
901,033
1,091,092

333, 872
359,908
451,319

39. 3
40.1
41.4

2,841,882

1, 145,099

1944................---...........................................----------- 12,537,790
Total, 1942-44...------

.......

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

All health and accident business (excluding 7 participating companies):
1942 ..----------------------------....-- .---.
1943.----.......
-- ..---------------------...............
1944...-----------------------.......-------..............--......--.....
Total, 1942-44..------------------

----------

-............

All 7 companies participating in the plan:
1942------------------------------------------------------------

-------........

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

1943-..-------------

1944-.:.------...................-...

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

Total, 1942-44.-----------.------------................

Loss

Net

Net

Insurance company and year

40.3

1. Employees Mutual Liability Insurance Co. of Wisconsin, Wausau,
1942....----------------.------

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

1943.----------------------- -----------.1944 ......------------------------------Total, 1942-44

...-----.

.--...-----

------....

..-----.-

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

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

--

-------...

-----...--.

2. Hardware Mutual Casualty Co., Stevens Point, Wis.:
1942.--.----...........................
------------------------1943Total, 1942-44

----

-----...-................

3, 001
5, 742
8, 743

--

--

-

138

2. 4

138

1.6
I

I Source: Annual reports of the Commissioner of Insurance of the State of Wisconsin,
1942, pp. 184-194; 1943, pp. 190-200; and 1944, pp. 188-198.
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TABLE 2.-Wisconsin health and accident net premiums, net losses, and loss ratios
for all casulty insurance companies and for 7 companies participating in
the "Wisconsin plan" sponsored by the State medical society, 19--441--Con.
Net
premiums

Insurance company and year
I

--.........................

Loss
ratio

I---3-

3. Liberty Mutual Insurance Co., Boston, Mass.:
1942-------.......................................................
1943..................................................
1944...............................................................
Total, 1942-44-.........

Net
losses

$478

476
425

.....

95
74

512

1,379
I

4. Lumbermen's Mutual Casualty Co., Chicago, Il.:
1942..-.....---------......-----------...--...
------------.
1943. -------------------------------------1944 ---------

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

Total, 1942-44 -..-................

..--.................

Percent
71.8
20.0
17.4

$343

37.1
I

6,794
7,230

6,663

4,332
1,743
1,437

63.8
24.1
21.6

20,687

7,512

36.3

150, 181
144, 725
166,774

45, 419
34 928
50,678

30.2
24.1
30.4

461,680

131,025

5. Old Line Life Insurance Co. of America, Milwaukee, Wis.:
1942..........................
.....................1943.... ------................................................
1944.
--------------............................................. ..

.

I

Total, 1942-44..

..-----..
............-.....

.

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

--

^ 1

-

I

-

28.4
-

6. Time Insurance Co., Milwaukee, Wis.:
590,059
632,560
769, 681

250,058
280,673
345,226

42.4
44.4
44.9

1,992,300

875,957

44.0

102, 245
113, 041
141,807

33,720
42,469
53,766

33.0
37.6
37.9

357,093

129,955

36.4

1942..___....._.. ........
-------- ....------..---..............
1943. ------------------------

1944 .....---.............

-------....
.----....

-------.

Total, 1942-44...--............--.....-------.....
7. Wisconsin National Life Insurance Co., OshkoSh, Wis.:
1942 .......
..............................................
1943

.----

1944

----

----...................----

-.------..........--

--..............................................

Total, 1942-44

..

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

x Source: Annual reports of the Commissioner of Insurance of the State of Wisconsin,
1942, pp. 184-194; 1943, pp. 190-200; and 1944, pp. 188-198.

TABLE 3.-Incurred losses to earned premiums and expenses to earned premiums
in health and accident business throughout the United States of 5 companies

participatingin the "Wisconsin plan" sponsored by the State medical society,
1940-44,
Participating company loss and'expense ratio
Five companies:
Ratio of losses incurred to premiums earned --...
Ratio of underwriting expenses to premiums
earned----------------------------------1. Liberty Mutual Insurance Co., Boston, Mass.:
Loss ratio -------------------------------------

Expense ratio.....................-----------------2. Lumbermen's Casualty Co., Chicago, Ill.:
Loss ratio --.--...------..----------------Expense ratio--.........---------------------.
3. Old Line Life Insurance Co., Milwaukee, Wis.:
Loss ratio ----------...............------------

------........----------------....
Expense ratio
4. Time Insurance Co., Milwaukee, Wis.:
Loss ratio ...............---------------......
Expense ratio.....---------......--------5. Wisconsin National Life Insurance Co., Oshkosh,
Wis.:
Loss ratio ...-------------.------------------..

Expense ratio-----------........

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

Aves
Percent
38.5

1940

1941

1942

1943

1944

Percent Percent Percent Percent Percent
44.1
39.4
37.6
35.0
38.0

43.8
-I

42.1

41.4

56.3
21.3

47.7
22.1

58.4
22.4

48.8
21.8

46.7
24. 2

09.1
18. 4

29.1
32.5

40.4
29.6

29.9
27.1

28.9
27.7

25.6
32.6

25.4
42.3

34. 9
50.3

44.3
43.6

40.9
46.9

36.5
49.7

23.2
58.0

29.4
53.6

48.8
49.0

50.6
48. 7

47.5
49.0

46. 3
51.2

50.0
48.9

49.6

38.2
54.2

33.2
59.0

35.8
54.6

37. 7
57.1

39.5
54.0

40. 7
50.3

I

I Source: Spectator Pocket Register of A cident Insurance, 1945.
' Losses represent benefits paid to the insured plus adjudicating expenses.

I

43.2
l

45.2

46.2
l-...

47.6
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T.BLE 4.-Annual premiums as percent of average earnings by type of enroll-

ment, sex, and familial status of the subscribers insured against surgical and
obstetrical fees of physicians and eligible for fied hospitalization benefits
under the "Wisconsin plan" sponsored by State medical society
Individual plan *
Sex and number of
dependents J
dependn

Male:
No dependents-..-----1 dependent---------..............
2 or more dependents ...Female:
No dependents----...--.
1 dependent-----.....--.
2 or more dependents.....
Both male and female........

Number In
the labor
force, 1940

12,304,290
10,346,096
16,386,587
7,982,362
447,108
286,412
47,752,855

Franchise plan *

Group plan 4

..
.....
Annual Percent Annual
Percent Annual
Percent
premium of income premium of income premium of income

$14.40
40
72.00
22.80
64 80
80.40
--------

1.3
6.1
6. 6

$13.20
52.80
66.00

3.2
20.40
9.1
60.00
11.3
73.20
4.4 ----------

L2
4.8
6.0

$12
36
67-60

2.9
12
8.4
36
10. 8
7-60
4.1 ----------

1.1
8.3
.2-. 6
1.7
5.1
8. 0-8.4
3.1-3.2

SAverage income for purposes of this table was computed by excluding single persons earning more than
$2,060 and persons with dependents earning. more than $2,600 from table 83, Social Security Yearbook,
1944, p. 64. Average annual income in 1943 for males with this adjustment is $1,098 and for females $711.
i Only wives living with their husbands and all children 3 months to 18 years old were considered depend.
ent upon males under provisions of this plan. Only children 3 months to 18 years old living with their
widowed, separated, or divorced mothers were considered dependent upon females.
* Only persons 18 years old and over.
4 Rates for individual
subscriptions are charged where fewer than 3 employees subscribe, for franchise
plan where 3 to 10 employees subscribe, and for the group plan where more than 10 subscribe.

The CHAIRMAN. Dr. Otto Fiedler.

Doctor, will you state your full name and the organization that you
represent?
STATEMENT OF DR. OTTO FIEDLER, PAST PRESIDENT, STATE
MEDICAL SOCIETY OF WISCONSIN
Dr. FIEDLER. I am Dr. Otto Fiedler. I do not represent any organization except certain doctors of the State of Wisconsin, who are of
the same opinion I am.
The CHAIRMAN. Are you a member of the Wisconsin Medical Association?
Dr. FIEDLER. I am.
The CHAIRAN. You do not speak, then, at this time, on behalf of

any organization, but you are speaking for yourself and expressing
the views of other physicians that you are acquainted with?
Dr. FIEDLER. And at the request of Senator Pepper, who asked me
to appear here.
The CHAIRMAN. You may proceed. You have a prepared statement ?
Dr. FIEDLER. Yes.

As is Dr. Sargent, I am a past president of the State medical society
and a current member in good standing. I have served for many
years on committees and subcommittees of the State medical society
and the American Medical Association.
I want to differ with my colleague on behalf of many doctors in the
State and on behalf of many thousands of people in the State who,
through their organizations, have indicated support for the WagnerMurray-Dingell bill.
There surely is no necessity for any person to appear before your
committee and today argue that the American people need more
adequate medical care. There seems to be no need to argue that the
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Congress of the United States should pass a universal health insurance
act to assure all people in this country of adequate medical service.
Many doctors are in favor of such a program in spite of the stand
of the American Medical Association. The president of the American
College of Surgeons and the president of the American Physicians
College feel it is high time that something is done about it.
BASIS OF THE OPPOSITION TO S. 1606

Then who is opposed ? Certain proportions of the doctors, insurance
companies, pharmaceutical houses and, under pressure by the National
Physicians Committee, many of the druggists. The survey under the
twentieth century fund of American medicine shows that practically
71 percent of the doctors in the country, who are really not opposed
to the plan, thought that some insurance system for payment would
have to be devised. Only a few years ago, the medical society here
was opposed to hospital insurance, but today almost 25,000,000 people
in the United States have hospital insurance under one or another
of the associated hospitals which give this service.
A few years ago, the medical society here was opposed to groups
of doctors providing, on an insurance basis, medical care to certain
groups of employees, and probably might still maintain such a position had the Supreme Court of the United States not prevented their
continuing such opposition.
A few years ago, the American medical societies and the State
societies were opposed to voluntary insurance for medical care. Now
suddenly they come forward and suggest that this is the solution for
the need for medical care for the people of the United States.
Twenty-five years ago, Olin West stated that the most important,
pressing problem before the American medical societies was to provide
an adequate and essential medical care for all the people at a price
commensurate with their ability to pay.
VOLUNTARY INSURANCE WILL NOT SOLVE THE PROBLEM

Personally, I do not think that voluntary insurance will solve the
problem. I presume most of you who are listening to me carry hospital insurance. Undoubtedly, many of you carry health insurance and
accident insurance. But you know as well as I do that the very poor
class will not take voluntary insurance because if they had any desire
to do so, they would already have it. If the opponents of this measure
Why not leave it to the State governsay, "Why a policy plan
ments ?"-we have had some experience in leaving matters of this kind
to the State governments. Those of us who are at all familiar with
the facts know that in the South, the appropriation from the taxes
for this sort of thing is very meager. Even for education, some States
in the South spend less than a fifth per capita for education than what
is spent in the North, and the South is more in need of it.
During the days of the depression, the grants in aid to those with
low incomes was shamefully low. Thousands upon thousands of
people in the South in eight of the States cannot afford $1.50 a year
in payment of a poll tax which will enable them to vote. They cannot
possibly pay for medical insurance.
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It should be self-evident, too, that, if once voluntary plans, sold
through the commercial insurance companies, are in operation-yielding good dividends-a general plan to provide for all the people would
be much more difficult to attain. A pressure group consisting of the
powerful insurance companies, together with the medical societies, the
pharmaceutical houses, and the druggists of the country, will yield a
tremendous power in preventing the enactment of such legislation as
the Wagner-Murray-Dingell bill.
SHORTCOMINGS OF THE WISCONSIN

MEDICAL SOCIETY PLAN

In the State of Wisconsin, the medical society has just gone on
record as approving the plan of voluntary insurance, under which
seven or eight insurance companies will write a limited health policy.
Its provisions are totally inadequate. It provides only for treatment
in the hospital for surgical and obseterical care, but leaves out entirely
medical care either in the office or in the home or anywhere else, and
the cost of this abbreviated, aborted program is almost as much as
total coverage under a general Federal plan would be.
This has caused a divicion in the State medical societies. The Milwaukee County Society had already entered its negotiations in the Blue
Cross Hospital Association, under which the associated hospitals would
write a policy with about the same provisions, and did not care to
change. They did not accept the State plan, nor did the County
Society of Racine, or Kenosha, and my own Sheboygan Society has
rejected the plan.
THE PEOPLE FAVOR PREPAYMENT

The general idea of an insurance coverage for medical care is
accepted by the American people. Surveys made in all of the States
of the Union have clearly demonstrated that the large majority of the
people favor prepayment plans for complete coverage. Even the
national physicians committee for the distribution of medical care,
engaged m the surveys of public hospital research in New Jersey,
found, to their surprise, that 63 percent of the people polled were in
favor of a plan of medical care on an insurance basis.
About 25 years ago the secretary of the American Medical Association said the most serious problem was to devise a plan for the people.
I do not know any plan they have suggested since that time that make
such care available to the general public. They have had opportunity,
if they had leadership and social vision, to formulate a plan.
Dr. Edward Witte, who is professor of political economy at the
University of Wiscronsin, and who was chairman of the Federal Security Administration early in the Roosevelt administration, told me he
had asked the AMA to write their own plan to try to put in effect, but
the AMA refused.
REPRINT FROM MILWAUKEE JOURNAL

To illustrate the problem of getting even limited voluntary plans to

work, I should like to read into the committee record a reprint of the

Milwaukee Journal for June 14, 1946.
Shall I read that
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The CHAIRMAN. Yes. It will be carried as if read, if you'wish to
skip it. That is this item about surgical care.
Dr. FIDDLER. Yes.
SUBGIcAL CABE ROW SPEEDING TO SHOWDOWN-LOCAL PLAN ATTACKED BY STATE
GROUP LAWYERS-IS8UE TO BE FOUGHT AT MADISON MEE ING

Violations of State law, of the constitution and bylaws of the Wisconsin State
Medical Society and of the policies of the American Medical Association are
charged against the Medical Society of Milwaukee County by counsel of the State
society in an opinion mailed to the 76 members of the parent body's house of
delegates.
The attorneys, Francis Lamb and R. B. L. Murphy, of Madison, state in a
27-page document that the county society is engaged in illegal practices in going
outside of Milwaukee County to sell surgical and medical insurance.
The State medical society may choose one of three courses, the lawyers say.
It may wink at the alleged irregularities, or demand that the Milwaukee society
comply with civil and professional regulations, or take steps to kill the surgicalcare plan of the Milwaukee society.
All allegations are denied by the Milwaukee County doctors. They are preparing to fight in the house of delegates at Madison, June 22 and 23, to perpetuate
'Surgical Care and retain control of it.

That is the Milwaukee plan.
Surgical Care is a nonprofit plan under which, the doctors of the Medical
Society of Milwaukee County agree to give specified surgical and medical care
in a hospital to members of employed groups of persons and their dependents,
in return for payment of monthly premiums in advance. The plan has about
25,000 members. It is offered through Associated Hospital Service (Blue Cross),
a nonprofit hospitalization plan backed by 89 private hospitals in Wisconsin
and having-

-now

over 500,000members.

Blue Cross is also under fire.
ASSERT LAW VIOLATED

The attorneys for the State medical society, claiming that the integrity of the
medical profession in Wisconsin is at stake, declare that:
The hook-up between Surgical Care and Blue Cross violates a 1940 edict of
the council of the State medical society ordering all officers and county societies
to have nothing to do with Blue Cross, on the ground that it is practicing medicine
in providing X-ray, anesthesia, and laboratory service.
Surgical Care-

that is the Milwaukee planis operating without the approval, required by State law, of the State medical
society and the State insurance commission.
While Surgical Care had been approved by the State society for experimental
purposes in Milwaukee County, the county society has so changed the plan
that it no longer is the same as at the outset.

It has gone through an experimental stage and instead of being
limited to 5,000, now has 25,000 subscribers.
These changes deprive Surgical Care of immunity from approval by the State
insurance commission and the State medical society.
CHOICE OF DOCTORS

Since Surgical Care requires subscribers to choose doctors for treating members only from the membership of the State medical society, it violates a State
law permitting such subscribers to select any licensed physician or osteopath.
It violates the law by offering cash benefits when a subscriber is treated by a
physician who is not under contract to Surgical Care.
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Use of Blue Cross as the sales agent injects lay influence into a plan claimed
to be professionally controlled.
By soliciting subscribers, beyond Milwaukee County, Surgical Care places*
itself in a position where it cannot operate unless it is approved by the State
society and the insurance commission.
The same approval now is necessary since Surgical Care has added medical
services to its original plan for surgery only.
Solicitation outside Milwaukee County violates the jurisdictional rights of the
medical societies in counties where solicitation is done without their approval.
ISSUE UP TO MEETING

When the house of delegates meets June 22 upon petition of delegate members
from Milwaukee, Racine, Kenosha, and Sheboygan Counties to consider the controversy, it must review the whole course of the State society's previous actions
of prepaid sickness care if it decides to order Surgical Care to-comply with State
law and professional rules. That is the view of the lawyers, but it will not be
the position of the Milwaukee County delegates.
The situation has come to a head because the insurance commission has made
an informal statement that Surgical Care is operating illegally outside Milwaukee
County. The Commission has decided to take no action until after the house of
delegates meeting. What it may do then will depend on what action the house
takes.
SAY INFORMATION INADEQUATE

Lamb and Murphy find that the State society-

the lawyers for the State Society-has not been kept properly informed of the activities of Surgical Care by the
Milwaukee Medical Society. Such notification, they say, is required by law
and by promises of the county society's board of directors. The county society
did inform the State council In May 1944, that it was going to expand and
would operate independently of the State society on a State-wide basis, but the
council placed the letter on file, without taking action. Subsequently, according
to the lawyers, 6flcials of the county society made statements that Surgical Care
was "very much a local affair."
Correspondence over Surgical Care between Lamb and Murphy and Gregory
Gramling, attorney for the Milwaukee society, brought the inference in writing
from the Madison lawyers that efforts were being made in Milwaukee to "befog
the issue."
Delegates to the house meeting are being provided with copies of a digest
of the history of the controversy, and guidance reports by a special committee
of the council.

From this it is quite evident that local autonomy of the constituent
societies of either the State or American Medical Society is not a
reality. The Milwaukee County Medical Society, as noted in the
foregoing article, is a case in point.
But to bring it nearer to my own personal experience, the county
medical society of Sheboygan County wanted to enter into a contract
for furnishing surgical and obstetrical care to the employees of the
Kobler Co. But since the contract which they had in force provided
for hospitalization, which we were not able to gve, it necessitated
that they should have hospital benefits under the Associated Hospital
service, the so-called Blue Cross. While the State medical society
passed an edict in 1940 ordering all officers and county societies to have
nothing to do with Blue Cross, still, the members of the county medical
society of Sheboygan County constitute a group who have taken out
Blue Cross hospital insurance covering themselves and their families.
My contention is that only a Federal system such as is outlined in
the Wagner-Murray-Dingel bill will provide needed medical care
to all the people everywhere in the United States, and by doing so
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will help us to accomplish another of the "four freedoms": Freedom
.from want; freedom from fear. This system will lead to a healthier,
happier, less worried, and more efficient citizenry.
The

CHAIRMAN.

Any questions

Senator DONNELL. Just a few.

Dr. Fiedler, are you actively engaged in the practice of your profession at this time?
Dr. FIEDLER. I am.
Senator DONNELL. In what city?
Dr. FIEDLER. Sheboygan.

I would like to state I am in a group clinic of 18 men. A group
of specialists and general practitioners who have grouped themselves
together for rendering medical service.
Senator DONNELL. What is the name of that group ?
Dr. FIEDLER. Sheboygan Clinic.

Senator DONNELL. Sheboygan Clinic.

Do you have a hospital or hospitals?
Dr. FIEDLER. No.

There are two hospitals in the city in which we

work, but we have not our own hospital.
Senator DONNELL. How long has that group been in existence,
Doctor?
Dr. FIEDLER. Since 1921.

Senator DONNELL. Were you one of the gentlemen who organized
the group ?
Dr. FIEDLER. I was.
Senator DONNELL. You have been with it about 25 years?
Dr. FIEDLER. Yes, sir.

Senator DONNELL. Doctor, you referred to the presidents of the
American College of Surgeons and the American Physicians College feeling "that it is high time that something is done about it."
I do not know what you mean.
Do you mean those gentlemen have expressed themselves in favor
of compulsory national health insurance
Dr. FIEDLER. No. Dr. J. A. Means was president there.
Senator DONNELL. Pardon me?
Dr. FIEDLER. Dr. J. A. Means, of Harvard, was president of the

American College of Surgeons.
Senator DONNELJ. Yes.
Dr. FIEDLER. And he stated in his annual address several years ago
that certainly the American public were not getting the medical care
which they were entitled to, and felt that something had to be done in
order to solve this problem.
Senator DONNELL. Did he express himself at that time as being in
favor of compulsory national health insurance?
Dr. FIEDLER No.
Senator DONNELL. Has he ever expressed himself as being in favor
of national compulsory health insurance ?
Dr. FIEDLER. I do not know.
Senator DONNELL. You have never heard of him expressing himself
to that effect?
Dr. FIEDLER. No.
Senator DONNELL. Who is president of the Physicians College?
Dr. FIEDLER. I have forgotten. He was a surgeon from the University of Toronto at the time.
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Senator DONNELL. When was it he expressed himself along the

line you indicate in your statement?
Dr. FIEDLER. 1933 or 1934.

Senator DONNELL. Did he express himself as being in favor of com-

pulsory health insurance for the United States.
Dr. FIEDLER. NO.
,.
Senator DONNELL. Doctor, you also say that certain proportions of
the doctors, insurance companies, pharmaceutical houses, and under
pressure by the National Physicians Committee, many of the druggists are opposed to this bill.
You are, of course, familiar with the fact that the American Medical Association comprises something over 125,000 of the doctors of
this country, does it not?
-

Dr. FIEDLER. I am.

Senator DONNELL. Are you a member of the house of delegates of
the American Medical Association?
Dr. FIEDmL. No.
Senator DONNELL. You are familiar with the fact that that house
of delegates has expressed itself in opposition to compulsory national
health insurance?
Dr. FIEDLER. I know that.
Senator DONNELL. Yes, sir.
When you say, "certain proportions of the doctors" are opposed
to S. 1606, do you mean to give us any estimate as to the percentage of
doctors of this country that are opposed to it ?
Dr. FIEDLER. NO. I only know in the Twentieth Century Foundation, when they conducted a survey some years ago, they published two
large volumes on their research, in which they said 71 percent of the
American doctors felt something had to be done to provide more adequate medical care for low-income groups.
Senator DONNELL. Was that the Twentieth Century Foundation,
you say?
Dr. FIEDLER. I think that is it.
Senator DONNELL. IS it not known as the American Foundation,
Doctor?
Dr. FIEDLER. I think it is American Medicine.
Senator DONNELL. I have it here.' Two volumes, American Medicine-Expert Testimony Out of Court, issued by the American Foundation 565 Fifth Avenue, New York.
Dr. FIEDLER. That is it.
Senator DONNELL. Is that the organization you are referring to?
Dr. FIEDLER. Yes.
Senator DONNELL.

Instead of the Twentieth Century Fund, it should

be the American Foundation; is that right ?
Dr. FIEDLER. That is right.
Senator DONNELL. Yes, sir.
Now, could you tell me, please, Doctor, if you have at hand the citation to which you referred in which the American Foundation expressed itself to the effect that you have indicated in your testimony
Dr. FIEDLER. Just where it is in the book ?
Senator DONNELL. Yes, sir.
Dr. FIEDLER. I do not remember.

Senator DONNELL. I will not stop to ask you at this moment, but I
am wondering if you would have time after you complete your testi-
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money, to glance at these volumes and to give it to either the chairman
or myself, so that we may incorporate in the record the particular
passage referred to?
Dr. FIEDLER. I would be glad to do that.
Senator DONNELL. That is, these books will be available to you for
that purpose.
Dr. FIEDLER. Yes, sir.
Senator DONNELL. Doctor, in your statement that the survey,

namely, the one by the American Foundation, shows that practically
71 percent of the doctors of the country felt that some insurance system for payment would have to be devised, those statements do not
indicate that practically 71 percent of the doctors of the country favor
national compulsory health insurance
Dr. FIEDLER. I would not say that.
Senator DONNELL. You do not mean that in your statement?
Dr. FIEDLER. No.
COSTS UNDER S. 1606

Senator DONNELL. No sir.

You say also, Doctor, that the "cost of this abbreviated, aborted program is almost as much as total coverage under a general Federal plan
would be."
Have you investigated what the total cost of a general Federal plan
would be?
Dr. FIEDLER. I am talking about individual, of course.
Senator DONNELL. Yes.
Dr. FIEDLER. Well, I assume that under this bill, if I understand it

right the Commission under the Social Security Administration is in
charge, and the additional revenues are to be secured by imposition of
a 1 -percent tax on pay roll, and the employer meets that with 1
percent, which makes 3 percent of the pay roll.
If a man is earning, as many of our people in Wisconsin are, $2,000
a year, 1% percent would be $30 a year he would pay under this Federal system, whereas under the insurance carriers he pays-I do not
know what the Milwaukee plan is, but I pay $18 for my wife and myself just for the insurance benefits, to say nothing of the surgical and
hospital, and surgical and obstetric and medical benefits, all of which
are covered in this bill.
Senator DONNELL. Doctor, are you familiar with the fact there has
been testimony before the committee that in addition to the percentages to which you refer, there will probably be required further appropriations out of the general revenue of the Federal Government to
finance this plan ?
Dr. FIEDLER. I should think it possible, although I remember some
figures I saw in a report of, I think, Irving Fisher's report, Committee of 100 cost of medical care estimate, estimating what it would
cost. Probably he went beyond that going into several billions of
dollars a year, lut I saw Congress yesterday appropriate $7,000,000,000 for the Army for 1 year. This would be equally good statesmanship.
Senator DONiNEL At any rate, Doctor, you realize, I take it, that
the cost of this system might well necessitate not merely the percentage
levies to which you refer from employer and employee, but also ex-

NATIONAL HEALTH PROGRAM

2491

tensive additional appropriations from the Federal Government; do
you not? Dr. FIEDLER. Yes.

I had a statement here of Professor Lappe, of

Marquette University, who appeared before the composite secretaries
of the State societies, in which he pointed out that no matter what the
cost, it would certainly be worth it.
Senator DoNNE . Doctor, you have not actually made a careful
statistical study of what the costs of this Federal compulsory insurance system would be, have you
Dr. FIEDLER. Well, I did somewhat in my own State. When I was

president of the State system, we conducted. a survey in the State of
Wisconsin, part of which I have with me here if you would care to
see it.
Senator DONNELL. Well, I wanted to know about this national plan,

whether or not you have looked into the cost of that, and have made
a careful statistical study of it.
Dr. FIEDIEB. Made a careful study of the State of Wisconsin plan;
yes.
Senator DONNELL. Have you made a study of what a Federal system under S. 1606 is going to cost, the entire cost ?
Dr. FIEDL. A detailed study of it?
Senator DONNELL. Any study.

Dr. FIEDLER. I have sort of estimated in my own mind.
Senator DONNELL. How much would it cost for the entire country ?

Dr. FIEDLER. Oh, I think about $8,000,000,000.

Senator DONNELL. About $8,000,000,000 per year
Dr. FIEDLER. Yes, sir.

Senator DONNELL. Yes, sir. Eight billion dollars, is that right?
Dr. FIEDLER. Yes, sir.
Senator DONNELL. And that is your present best judgment?
Dr. FIEDLER. Well, I am not an expert in this matter, but that is
my idea.
Senator DONNELL. That is your idea. Yes, sir.
Do you know how much of that would be raised by the pay-roll
levies to which you refer from employer and employees?
Dr. FIEDLER. I am not an economist, and I do not know how much
it is, but I saw by the paper recently that John L. Lewis is getting a
certain percentage of the pay roll that is going to net him millions of
dollars for medical care for his employees.
Senator DONNELL. Doctor, would you be able to tell us, approximately the amount that will be derived from the percentage levies of
pay roll from employer and employees to which you have referred?
Dr. FIEDLER. I do not know. If I had labor statistics here to prove
what the pay roll of the United States was I could do it.
Senator DONNELL. You could make the computation, but you have
not made it?
Dr. FIEDLER. NO.

Senator DONNELL. And you do not know and do not undertake to

tell the committee what the additional expenditure would be required
under S. 1606 over and above'the amount of pay-roll contributions

to which you refer
Dr. FIEDER. I did not make any such statement.

*
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Senator DONNELL. And you are not undertaking to, are you, Doc-

tor ?

Dr. FIEDLER. NO, sir.
Senator DONNELL. Yes, sir.

The

CHAIRMAN.

Let me ask a question.

Senator DONNELL. Certainly.
The CHAIRMAN. Doctor, of course you understand that, in addition

to providing medical care for the people that make these pay-roll
contributions, this program takes care of all the people that are unable
to pay anything and it provides many other things that are not already
paid for by the individual patients that get care.
In other words, it provides many things in' the way of education
and research and other things of that kind.
Dr. FIEDLER. I understand that. I understand, for instance, in my

county, I think we spent sometimes nearly $250,000 a year for care for
those who were on relief during the depression period, which was practically one-third of the total medical cost of the county, so that the
Government would save that much, or the units of government.
The CHAIRMAN. Under this system, Doctor, that they have devel-

oped in your State, which is an arrangement between the medical
societies with certain existing insurance companies, payments are
made into these insurance companies and collections are made by the
insurance companies, are they not?
Dr. FIEDLER. Yes.

join the insurance plan of a particular insurance company and you contribute certain payments to them.
The

CHAIRMAN.

YOU

Dr. FIEDLER. Yes.

The

CHAIRMAN.

I have been told that under that system the insur-

ance companies make a pretty handsome profit. That only about
one-third of the money that comes into their hands is really paid out
in health benefits; that one-third is used for expenses; and that onethird of it is taken out in the way of profit by the insurance companies.
Are you familiar with that?
Dr.

FIEDLER.

I would not be able to answer that question, but I

know this, that 6 years ago this associated hospital service was organized in Wisconsin, the first year of operation they were some $600 in
the red.
I think the report at the meeting I attended last week was. that they
were more than a half million dollars in the black now after 6 years of
operation.
I know, too, as you know, that when Mr. Kaiser operated his health
plan on the coast, among his shipworkers, that at 7 cents a day he

furnished complete care to employees and made so much money that
he built the Great Permanente and little Permanente Hospitals at
Coulee Dam out of the proceeds of that. so I think on a large scale
like fire insurance or any other insurance, the benefits can be increased.
The Blue Cross hospital plan has increased benefits materially in
that 6-year period, 21 to 60 days' hospital period. And from a limited
allowance for X-rays and anesthesia to full coverage-E. K. G. and
so forth. Metabolic rates.
Senator DONNELL. May I proceed?
The CHAIRMAN. Yes.
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Senator DONNELL. Doctor, referring again to that survey conducted
by the American Foundation that is two volumesDr. FIEDLER. Yes.

Senator DONNELL. And the page reference you will be kind enough

to give us.
Dr. FIEDIER. Yes.

Senator DONNELL. I would like to call your attention to page 1100,
in the course of the hearing here, at which appears the following
statement:
SUMMARY

The foregoing statements of our correspondents would seem to warrant the
following conclusions:
That a good many physicians think that the theory of insurance is applicable
to health, but that some do not.
That there is little objection to voluntary insurance except on the ground

that people will not take it out: a view that is subject to revision in face of the
fact that a great many persons do seem to be covered by it now in the form of
group policies.

And then particularly this paragraph:
That a great many physicians are opposed to compulsory insurance, on the
ground of its cost, the possibility of malingering, the danger of injuring the
quality of medical care, the lack of preventing measures, and the fact that it
does nothing for the indigent and unemployed and is an additional burden on
those with low wages and incomes.
That there is some support for it, but that much of it is half-hearted and
qualified, and much of the rest comes from men who are convinced that some
change in medical service must be made, and register themselves for compulsory
insurance only because they prefer it to state medicine-

and so forth.

I wanted to call that to your attention and place it in the record at
this time.
Now, Doctor, you also mentioned in your testimony that the National Physicians Committee for the distribution of medical care
found that 63 percent of the people polled were in favor of a plan
of medical care on an insurance basis.
In the first place, when did that survey occur?
Dr. FIEDLER. I do not know exactly. They send out constantly
this literature of theirs.
Senator DONNELL. About how long ago was that ?
Dr. FIEDLEB. I should say a year, 6 months or a year ago.
Senator DONNELL. Six months or a year ago.
Was the plan of medical care on an insurance basis to which you
refer a compulsory governmental insurance plan
Dr. FIEDLER. That organization never advocates compulsory
insurance.
Senator DONNELL. Then you do not mean to say by the statement

that "even the National Physicians Committee for the Distribution of
Medical Care, engaged in the surveys of public hospital research in
New Jersey, found, to their surprise, that 63 percent of the people
polled were in favor of a plan of medical care on an insurance basis,"
you do not mean to say bv that that the National Physicians ComInittee stated that the poll found that the people were in favor of
compulsory governmental health insurance in this country?
Dr. FIEDLE. That is exactly what I mean to say.
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Senator DONNEL. Well, I. think it is perfectly well however, that

this record shall show without any possibility of wrong inference being
drawn, exactly what the Doctor means.
The preceding paragraph he had distinctly referred to, and I quote:
"A general Federal plan," and in the very paragraph from which I
have read he said this:
The general idea of an insurance coverage for medical care is accepted by the
American people. Surveys made in all of the States of the Union have clearly
demonstrated that a large majority of the people favor prepayment plans for
complete coverage.

And I think it is quite proper to inquire as to whether or not the
doctor intended to infer here by any of this language about the National Physicians Committee that that committee had found that 63
percent of the people polled were in favor of governmental compulsory insurance, and he has clearly stated that he does not mean that.
Dr. FIEDLER. It does not say so.

Senator DONNELL. And you do not mean any such inference ?
Dr. FIEDLER. No. I mean they want a prepayment plan for

coverage.
Senator DONNELL. Very well.

Doctor, you also say Dr. Edward Witte was chairman of the Federal Security Administration early in the Roosevelt administration.
Dr. FIEDLER. He was a member.
Senator DONNELL. Dr. Edwin Whitte, you mean?
Dr. FIEDLER. Yes.

Senator DONNELL. He was never Chairman of the Federal Security
Administration, was he?
Dr. FIEDLER. I thought he was. He was here in Washington for a
number of years.
Senator

DONNELL. Was he not Chairman of the Committee on Eco-

nomic Security under the Federal Security Administration?
Dr. FIEDLER. That is possible. I may be in error.

Senator DONNELL. He was appointed on a committee by the Presi-

dent tolnake a study; that is correct, is it not?
Dr. FIEDLER. Yes.

Senator DONNELL. And he was not the Chairman of the Federal

Security Administration at all; am I not correct?
Dr. FIEDLER. You are right. He was on this subcommittee.
Senator DONNELL. Now, Doctor, this article you have given us from

the Milwaukee Journal is self-explanatory, I take it, and indicates

the difference which has arisen between the State medical society and
the Medical Society of Milwaukee County; fhat is correct; that is what.

it is, is it not
Dr. FIEDLER. That is right.
Senator DONNELL. Yes, sir.

Dr. FIEDLER. The point I wish to make is that the Milwaukee County
society or Sheboygan County society does not have autonomy under

the State system.
Senator DONNELL. Yes, sir.
That is all.
The CHAIRMAN. That is all, Doctor.
Thank you very much for your statement.
The CHAIRMAN. The next witness is Dr. Russell A. Dixon.
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Dr. Dixon, you may state your full name and the institution you
represent, and anything about your background you wish to have in
the record.
STATEMENT OF DR. RUSSELL A. DIXON, CHAIRMAN, COMMITTEE
ON EDUCATIONAL EXTENSION OF THE NATIONAL DENTAL
ASSOCIATION
Dr. DIXON. Honorable Chairman, I am Russell A. Dixon, dean of

the College of Dentistry of Howard University, Washington, D. C..
I am appearing here as chairman of the committee on educational
extension of the National Dental Association.
Honorable Chairman, it was on behalf of Dr. D. H. Turpin, president of the National Dental Association, and other officers of the
National Dental Association that I addressed the subcommittee of the.
Committee on Education and Labor, headed by the Honorable Senator
Claude Pepper,,on the subject of S. 190 and S. 1099 the dentalresearch and dental-care bills sponsored by the American mental Asso-

ciation. My testimony, therefore, on S. 1606, may be greatly reduced
by mere reference to my testimony on S. 190 and S. 1099.

Senator DONNELL. May I have the record show that while I do not

desire-to examine the doctor on his -estimony on S. 190 and S. 1099, it
appears this particular member of the committee was not a member
of that subcommittee and therefore did not have an opportunity of
hearing the Doctor's testimony when it was given.
The CHAIRMAN. All right.
Dr. DixoN. No further documentary testimony is necessary or indicated to reveal to this committee the dramatic unmet need for dental
care of the American population. From November 1940 to January
1942, 88.registrants out of every thousand examined where physically
disqualified for military service because of oral disorders. Indeed,
most witnesses have stressed that fact even though widely divergent
points of view have been presented on the matter of how that need
might be met. Many of these divergent views are sincerely believed in
by their proponents while some appear to be purely that of self interest.
PROPAGANDA AGAINST THE BILL

Though we do not agree, it is not difficult to understand the view
of a practitioner of a minority group especially the Negro, who, having
witnessed unfair distribution of other public funds in his own community or State and having been supplied with scare propaganda on
so-calfed political machine, social medicine with a vengeance, and other
propaganda against this constructive form of social legislation (S.
1606) would naturally feel that out of self-interest he must oppose
such measures as are implicit in the National Health Act on the alleged
ground that this is political medicine, that the profession is being
placed under the control of the State, that it is losing its independence, that the standards of practice will be lowered, and, for various
sundry other dubious causes too numerous to be mentioned here.
This questionable emphasis upon politics in relation to the objects
of S. 1606 is odd, to say the least, in a Nation whose foundation is
based upon the control of its affairs "by the people." There has been
85907-46--pt. 4-39
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and always will be abuses, to be sure, in many ,of our governmental
operations, the extent of such irregularities being wholly dependent
upon the integrity of the individuals entrusted with their administration.
So also, are there numerous abuses perpetrated under the present
plan of private practice. This again is dependent upon the observance
of the ethical standards of the profession and the integrity of the individual practitioner.
Therefore, there is no stopgap which will serve as an absolute guaranty as to the kind of health service which will be administered to the
trusting public, whether by Federal aid or individual practice, that
will eliminate the human elements involved. To this end, I would say
that the political emphasis placed upon this bill is merely the proverbial red herring dragged in to arouse generalized suspicion and fear
within the ranks of the profession.
In the Veterans' Administration we get a fair sample of a federally
controlled health service operated for a relatively small segment of
the population. In spite of the controversial issues that spring up
from time to time for public consumption, this agency affords a comprehensive health care which otherwise would be denied many veterans who lack the means to procure this health care on a private basis.
The most ardent proponent of rugged individualism or professional
isolationism cannot deny the fact that the benefits of professional
care in this large Veterans' Administration program outweigh, by far
any objectionable angles that might very well exist within the over-all
program.
THE TREND TOWARD GROUP PRACTICE

The purpose of S. 1606 should not be interpreted as a plan to establish medical or dental practice, generally on an institutional basis
with practitioners under a salaried arrangement any more than such
a form of practice will develop naturally through the direct guidance,
and I might add, genius of the men in the profession itself. Certainly there has been an undeniable trend toward group practice, and
this trend will continue, not because of any external political control,
but because members within the profession itself are finding certain
group arrangements expedient, profitable, and far more serviceable
to their communities. Such a trend cannot be stopped by denying the
public a wider distribution of professional services, which this projected legislation intends to accomplish. Moreover, this bill (S. 1606)
specifically provides for the maintenance of the traditional physician
and dentist patient relationship, and it also provides for the personal
free choice of the individual for his private family physician or dentist.
The bill S. 1606, considered as a whole, is highly desirable as a progressive measure toward insuring a fairer distribution of health facilities to all Americans. However, there are suggestions of a constructive nature which deserve comment and serious consideration.
TI [ERE SHOULD BE MORE EMPHASIS ON ADULT DENTISTRY

Neither S. 1099, nor this bill (S. 1606), in my opinion, has given
sufficient consideration for a comprehensive program for dentistry,
including more extensive dental service for adults. Dental disorders
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are not childhood diseases, alone, nor will complete care during the
childhood phase provide assurance against oral diseases of adult life.
It is granted that our emphasis must be placed upon the child because,
unless the child is brought to maturity with a healthy dentition, as
nearly complete as possible, the problems of adult care will not only
increase but the general bodily health of the adult neglected during
the growth period may be impaired as well.
Nevertheless, the fact remains that there is now a vast area of need
among adults at the present time and for many years, no doubt, there
will still be a great need for extensive adult care in spite of our efforts
and efficiency in the control of oral disorders during youth.
This means, therefore, that the adult population cannot wisely be
neglected any more than it may be neglected in any other phase of
general health affecting adults.
It seems phenomenal that the very specialized field of health service,
which represented the highest percentage of physical fitness rejections at the outset of conscription-20 percent of the first million
men examined were rejected because of dental defects-is now the
only unprovided for major field of health service not fully included
on the adult level in the National Health Act. It would therefore
seem well, ip the interest of public health to place greater stress in the
act on adult dentistry.
The arguments opposed to this consideration of any all-out plans for
adult dentistry are well known. These arguments are based primarily on the assumption that the supply of dental personnel is too
limited to meet the demand. While the assumption is apparently
true, in an over-all sense, it is true also that it would require several
years, to get any appreciable part of a comprehensive dental-health
program under way, and much of this time could be utilized in training personnel.
Complete dental service, therefore, through all ages of the population, might well be a part of the program toward which the profession will move at once and will accomplish as swiftly as personnel
can be properly trained for the work.
S. 1606, through title I, provides for training of personnel, and,
hence, promises a good start at least, in the right direction.
In regard to section 210 (b), line 15, page 58, it would improve the
meaning by the substitution of "or" for "and," or by the elimination,
altogether, of the phrase "and an attending physician".

Finally, it is important that this legislation, requiring as. it will
equitable financial participation by practically all wage earners in
America, will maintain the most thoroughgoing safeguards which
will guarantee all Americans equal participation in its benefits; and
will insure all minority groups reasonable and fair responsibility for
and in its administration. It is my hope and that of many officers and
members of the National Dental Association that the National Health
Act of 1945 will be enacted into law.
The CHAIRMAN. Doctor, with the exception of the amendments
which you propose there, you are satisfied with the provisibns of this
bill in regard to dental care ?
Dr. DIXON. I am.
The CHAIRMAN. Dental care for adults?
Dr. DIXON. I am.
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The CHAIRMAN. You recognize the fact that at the present time

there would not be sufficient personnel to put on a full program of
dental care?
Dr. DIXoN. I recognize that fact, but I feel that it can be overcome.
The CHAIRMAN. It would take some years, however, would it not,
to develop the personnel that would be capable of providing a full
program of dental care?
Dr. DIXON. That is right.
The CHAIRMAN. Thank you very much for your statement, Doctor.

Any questions ?

Senator DONNEL.

Just a very few.

Doctor, you offered before the committee your testimony on S. 190
and S. 1099.
Those bills are bills for grants-in-aid to the States for dental care,
are they not ?
Dr. DixoN. That is right.
Senator DONNELL. Yes, sir.

They do not have any element of compulsory health insurance in
them at all ?
Dr. DixON. No; they do not.
Senator DONNELL. Doctor, have you also examined S. 2143, the

bill introduced by Senators Taft, Smith, and Ball, particularly with
respect to title 8, entitled "Dental Health Service for School Children
and Families and Individuals with Low Income"?
Dr. DIXON. Yes; I looked at that bill.

Senator DONNEL. Do you care to express yourself generally as to
whether you think the provisions of title 8 of that bill are proper?
Dr. DIxON. Well, I thought I would probably have had a reaction
toward that bill that I had to S. 1099 had it been submitted prior to
any of the other bills.

I would have felt that it is better than what we now have, and
that some progress in that direction would be better than none, but
I do not think it is comparable to the present bill that is being considered in any sense-S. 1606.
Senator DONNELL. 1606.

What particular part of S. 1606 is. it

that you are referring to now ?
Dr. DIXON. Well, primarily, I think the volunteer plan is a much

weaker plan than is offered in S. 1606.
Senator DONNELL. Well, I notice in your testimony, near the con-

clusion of it, that S. 1606 is mentioned, and you say that title I of
S. 1606 provides for training of personnel and hence promises a good
start, at least, in the right direction.
Dr. DIxoN. Yes.

Senator DowNELL. That is correct, title I of S. 1606 is not a compulsory health insurance portion of that bill, is it?
Dr. DIXoN. I think not.
Senator DONNELL. Title II is the compulsory health insurance por-

tion of the bill, and title I is a grant-in-aid proposal under S. 1606,
is it not?
Dr. DixoN. That was my understanding.
Senator DONNELL. Yes, sir.

And it is a grant-in-aid to the States so that they may carry out
plans for the dental care envisaged and contemplated by the title I.
That is correct, is it not?
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Dr. DIXON. Of course I was interested primarily in the educational
features of the bill.
Senator DONNELL. Yes.

Dr. DIxoN. That it provided opportunity for training personnel.
Senator DONNELL. Yes sir.

And those educational phases of the bill are set forth, are they not,
in title I of S. 1606 ?
Dr. DIXON. Yes, sir.
Senator DoNNELL. Yes, sir.

And that is the portion of the bill that pertains to grants to States
for carrying out State plans. That is correct, is it not?
Dr. DIXON. Yes; it is.
Senator DONNELL. And that is the part of S. 1606 you were pri-

marily interested in and devoted the bulk of the attention to in your
study of S. 1606?
Dr. DIXON. I would say I am interested in the bill as a whole, but

in that reference I was particularly interested in that angle.
Senator DONNLL. Well, that is the angle you are most greatly in-

terested in, in the bill as an entity, is it not, Doctor?
personnel for dental care. Is that right?

The training of

Dr. DIxoN. Well, I do not know that I could say that, because in

the entire consideration, my feeling is that the emphasis ought to be
on the care of the population.
Senator DONNELL. I understand.
Dr. DIxoN. Of course, to accomplish that, it seem to me very essential that we have a training program incorporated in the bill.
Senator DONNELL I see.
Dr. DIXON. But the primary thought in my mind is meeting the
obligation of the public, for which I feel the profession has been embarrassed over the years.
We have not met it.
Senator DONNELL. And you favor the bill as an entity
Dr. DIXON. Yes.

Senator DONNELL. Just one question, Doctor, further:
Have you observed in section 210 (a), and following, various limita.
tions on dental services?
Dr. DIXON. Yes; I have.
Senator DONNELL. That appears in S. 1606
Dr. DIXON. Yes.
Senator DONNELL. What do you think about those limitations?

Dr. DIXON. Well, in every program it seems to me that we are
faced almost always with limitations, whether it is handled through
this type of agency or whether it is in a private relationship. There
are limitations that are placed upon us, and we have to accept them.
Senator DONNELL. Will you regard it to be true that dentists would
be peculiarly qualified to determine what limitations should be imposed upon the dental benefits ?
Dr. DIXON. Not entirely so.
Senator DONNELL. Well, they are the men who have studied teeth
and the dental problems, are they not, and have specialized along
those lines?I

Dr. DIXON. That is correct; and I would think When it comes into
the professional, scientific phases, that nothing could be arrived at
very well without the professional, scientific mind.
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Senator DONNELL. Yes.
Dr. DIXON. But there are many things in an organization.

We

experience it in school life; we experience it in medical education,
dental education, where we have to depend upon people outside of our
own field for both administration and guidance and help.
Senator DONNELL. However, if you were going to someone to make

an inquiry as to what dental benefits should be provided for the people
of this country, you would certainly go, in the first instance, to the
dentist, would you not
Dr. DIXON. You certainly could not go without him.

Senator DONNELL. And those are the men you would more or less
normally go to rather than a heart specialist, or someone else not a
dentist.
Dr. DIxoN. I agree entirely with that, but I do not see any conflict

in that in the bill.
Senator DONNELL. Well, I was going to call to your attention,

Doctor, the provisions of 210 (b) which prescribe that the Surgeon
General-who, by the way, is not required to be a dentist under the
law, is he ?
Dr. DIXON. I think not.

Senator DONNELL. May, after consultation with the Advisory

Council-and I pause there. There is no requirement in this bill
as to any special number of dentists that are to be on the Advisory
Council, is there ?
Dr. DIXON. There was a reference further on to it.
Senator DONNELL. Well, the reference to which possibly you refer

is on page 42, which prescribes that there shall be 16 members appointed by the Surgeon General, with the approval of the Federal
Security Administrator, and that these 16, together with the Surgeon
General, constitute that Advisory Council, and that it is provided,
at lines 11 and following; that the members of the Advisory Council
shall include:
(1) Medical and other professional representatives; and
(2) Public representatives, in such proportions as are likely to provide fair
representation to the principal interested groups that furnish and receive personal health services-

et cetera.
There is nothing that makes it obligatory to provide either any special number of dentists or any number of dentists at all, is there,
Doctor, in this bill, upon the Advisory Council?
Dr. DIxoN. I will not be an expert on that. I am not sure.

Senator DONNELL. At any rate, this is the language you had in

mind, was it not?

Dr. DIXoN. I agree with you that for the best interest of the public

service that the autonomy of the two broad fields must be maintained,
and that is not for the benefit of the profession. It is for the benefit
of the public.
Senator DONNELL. Yes, sir.
Dr. DIXoN. On the other hand, I can see that possibility, like we

have in the Surgeon General's office now.
That is, as the service was given to the Army, of a set-up in which
you could not have two completely separate commands.
We have a dental set-up in the Army.
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Senator DONNELL. Yes.

Dr. DIXON. And we have a medical set-up, with the Surgeon General
over it all, and he happens to be a physician.

I do not know whether it is mandatory that he be a physician. It
probably would not be necessary.
We have many university presidents who are not physicians. We
have even deans of medical schools who are not physicians but whose
prime interest is in the human biological science, and so forth.
Senator DONNELL. Generally speaking, you would agree, would you
not, Doctor, that a physician is better qualified to pass upon matters
of disease and prevention of diseases and treatment of diseases than
is a nonphysician, generally speaking?
Dr. DIxoN. Absolutely.
Senator DONNELL. And likewise it is true, is it not, that generally

speaking, a dentist is better qualified to pass upon the particular
specialty of dentistry than is a nondentist-you would agree to that?

Dr. DIxoN. I agree wholly to that.
Senator DONNELL. And, generally speaking, a person neither a
dentist nor a physician is not as well qualified to pass upon the medical
and dental phases of a problem as is a person who is either a physician
or a dentist.
I am correct in that, am I not?
Dr. DIXON. Quite correct.

The only thing I would suggest there is that that need not pertain
wholly to the administrative pase.
Senator DONNELL. Well, I was going to call to your attention
Doctor-I had started a few minutes ago, and I digressed myself-I
was going to call your attention to the fact that in section 210 (b) not

only is there no requirement that any dentist shall pass upon the
restricted content of general dental benefits, but that the Surgeon
General himself has no such power of ultimate determination; for
although it is provided in 210 (a) that the dental benefits shall have
such restricted content as the Surgeon General may determine, that
is modified by the fact that he can do so after consultation with the
Advisory Council, which has these various 17 members with no specification as to how many medical representatives are there and, as I
read it, possibly no requirement of dental representatives.

They

might be, but under the requirement of professional representatives
they might not be there.
It might be all medical men.
At any rate, the ultimate determination of this restricted content,
even though made by the Surgeon General-and I quote section 210
(b)-must be "with the approval of the Administrator," and by the
"Administrator" is meant the Federal Security Administrator.
You know that the Federal Security Administrator is not required,
under the law, to be either a dentist or a doctor; is that correct
Dr. DixoN. That is correct.

Senator DONNELL. And Mr. Miller-for whom I have not a word

to say against-is not a doctor, is he?
Dr. DIXON. No.

Senator DONNELL. And he is not a dentist, I assume
Dr. DIxoN. No.

Senator

DONNELL.

Yes, sir.
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Doctor, you favor the grants-in-aid under title I of S. 1606 to the
States?
Dr. DIXON. I do.
Senator DONNELL. For the development of State plans in carrying

out of State plans?
Dr. DIXoN. That is right.
Senator DONNELL. Approved by the Federal Government ?
Dr. DIXON. That is right.
Senator DONNELL. That is all.
The CHAmMAN. Thank you very much for your statement, Doctor.

The next witness is Max Bedacht, general secretary, International
Workers Order, Inc.
Is someone here representing Mr. Bedacht ?
STATEMENT OF EUGENE KONECKY, MANAGING EDITOR OF
FRATERNAL OUTLOOK, INTERNATIONAL WORKERS ORDER
Mr. KONECKY. Mr. Chairman and gentlemen, I am sorry Mr.

Bedacht wa§ grounded by the weather and could not get here, and
he wished me as the representative of the International Workers
Order, to present his statement.
The CHAIRMAN. It may be presented and carried in the record as if

he had delivered it himself.
Mr. KONECKY. My name is Eugene Konecky, managing editor of

the Fraternal Outlook, the official monthly publication of the International Workers Order.
I have provided copies of the statement.
The CHAIRMAN. You have the statement here?

It will be carried in the record as if it were delivered by Mr.
Bedacht.
Senator DONNEL. What is this gentleman's name?
Mr. KONECKY. Eugene Konecky.
Senator DONNELL. Mr. Chairman, I want to call attention to the

lact that I wish to conduct a rather extended examination of this
witness.
The CHAIRMAN. Of this witness?
Senator DONNELL. Yes, sir; of this witness, and I want to inquire
first, what is the reason Mr. Bedacht is not here.
Mr. KONECKY. He was scheduled to take a plane this morning from
New York, and the plane did not leave New York because of the
weather.
Senator DONNELL. Well, does he intend to come later?
Mr. KONECKY. That can be arranged.
Senator DONNELL. I am not asking that he come, but I was inquir-

ing because I want to conduct a rather extended examination of either
Mr. Bedacht or of this gentleman.

The CHAIMAN. Wel, this gentleman has not testified.
Senator DONNELL. If he is presenting the statement, I want to have

the opportunity to examine him quite fully, and also with respect to
his statement.
The CHAIRMAN. You may proceed. This is a wide open hearing
here, and I let you examine everybody, and you may examine me some
day.
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Mr. KONECKY. I would like to state on that basis that I did not

prepare this statement and, therefore, am naturally limited to the
extent to which this statement I make is presented to the committee.
The CHAIMAN. Well, now, I would suggest this:

If you wish me to do so, I will withhold this statement and notify
Mr. Bedacht to come at sonle later time.
Senator DONNEL.

Well, now, Mr. Chairman, I am not asking for

him to be present, but since he is upon the list of witnesses, I would
very much prefer to have the opportunity of examining him personally.
The CHAIRMAN. I see.

Senator DONNELL. If the chairman assures me that he will notify
him.
The

CHAImMAN.

I will notify him to come.

Senator DONNELL. While I am not asking that he come, if the chairman tells me he will be notified to come, I shall not examine this
gentleman, with the understanding I may examine Mr. Bedacht.
Then the statement will not be offered at this time?
The CHIRMAN. I have nothing to do with getting these witnesses
toappear.
We have requests from hundreds of witnesses.
Senator DONNELL. Yes, sir.

The CHAIRMAN. And we try to limit them as far as possible, but
some of them are so insistent that we finally consent to having them
appear.

Senator DONNELL. Yes, sir.
The CHAIRAN. I do not know who Mr. Bedacht is, never heard of

him in my life. At the same time, inasmuch as he purported to have
a statement here which he claimed would be of importance to the
committee, I was willing to let him appear. Now I will notify him
that he may come at a later time.
Senator DONNELL. Yes, sir. Very well.
I am wondering if this gentleman could tell us when he would be
here.
Mr. KONECKY. I am sure that the earliest opportunity you could

arrange for him to be here he will be glad to come. It was unfortunate that it was a technical arrangement.
The CHuAI

AN.

Well, would you be able to notify him that we

would like to have him come here Thursday, June 27.

Mr. KoNECKY. Yes sir.
The CHAaRMAN. All right.
Mr. KoNECKY. On the procedure, I brought down with me 75,000

signatures in the form of petitions. I do not like to carry them back
to New York. I wonder if the committee could accept the presentation of the signatures?
The CHAIRMAN. Was it the intention of Mr. Bedacht to present
them?
Mr. KoNECKY. Yes, sir. He was to present them.
The CHAIRMAN. Then they may be left with the committee, and

we will examine him about them when he arrives.
Mr. KONECKY. Thank you very much.

(The documents referred to were filed with the committee.)

The Cn[ nxAN. You may leave them with the committee.

The committee will recess until Monday morning at 10 o'clock.
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(Subsequently the following statement was submitted on behalf
of Mr. Bedacht:)
FAATENAL OUTLOOK,
New York 11, N. Y., June 28, 1946.
The Honorable JAMES E. MUBB&Y,
Senate Committee on Education and Labor,
Washington,D. C.

DEAR Sim: We enclose copies of the oral statement submitted by me to the
Senate Committee on Education and Labor, June 21, 1946, on behalf of Mr.
Bedacht, general secretary of the International Workers Order, who was unable
to be present on that day because his plane was grounded due to the bad
weather. The statement contains the oral remarks and the extended pleas.
Since it is a possibility that hearings may not be reopened in the fall, we
would appreciate your entering this testimony into the record. We are also
sending you, under separate cover a folio of endorsements of the National
Health Act for entry into the records of your committee on the National Health
Act. This folio was collected as a memorial token to Franklin Delano Roosevelt.
Appreciating your cooperation, I remain,
Sincerely yours,
EUGENE KONECKY.

TESTIMONY OF MAX BEDACHT. GENERAL SECRETARY,

INTERNATIONAL WORKERS

ORDER, INC.

Mr. Chairman and gentlemen, the International Workers Order appreciates
the opportunity to appear before this body and present its reasons for welcoming
and supporting Senate bill 1606, the National Health Act of 1945. We .thank
Chairman Murray, Senator Wagner, and Representative Dingell for their signal
public service in sponsoring this vitally urgent legislation and, what is more,
actively fighting for it.
My own organization, Mr. Chairman, is a Nation-wide fraternal benefit society
numbering 185,000 members. We are chartered by the Insurance Department
of the State of New York. Our organization operates under licenses in 18 other
States and in the District of Columbia.
In addition to supplying insurance benefits, our organization also operates
membership medical service plans in New York, Chicago, and a number of other
cities.
,

WHY IWO SUPPORTS s.

160

We base our advocacy for the adoption by Congress of S. 1606 on the following
major contentions.
First. The health of every person in our country is necessarily the concern
of all the people. Why? Because no individual or group of individuals, no matter
how well able financially, can fully protect their health and physical well-being
if the health and physical well-being of other individuals or groups of individuals in their communities are insufficiently protected, or entirely neglected.
No single family, nor any single community, can protect its children from dangerous diseases unless the children of the rest of the families and of all other
communities are also reasonably protected.
Second. The solution of public or social problems which concern all of the
people cannot be left to chance. It simply cannot be assumed that each individual citizen can or will competently take care of his share of responsibility.
Therefore, if the health of the people is a problem of all of them, then all of
them must cooperate to solve it.
Third. The provisions of S. 1606 do not run contrary to nor do they in any
way injure the interests of already operating fraternal or group health plans.
Quite the contrary. They invite the fitting of the services of such fraternal
or group plans into the broader and more inclusive services of the National
Health Act. The adoption of S. 1606, therefore, would tend to Improve and
strengthen rather than injure the capabilities of existing fraternal health services.
Points 1 and 2 clearly speak for themselves. But what about the claimed
inadequacy of voluntary group care asserted in point 3?
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SHORTCOMINGS OF PREPAID GROUP PLANS

For proof of such shortcomings, Mr. Chairman and gentlemen, we draw on the
experiences of our own fraternal efforts. We found group health care plans
inadequate.
First, because to make available the proposed group services to the largest
number of the people, the cost of such services must be kept at the lowest possible level. Unfortunately, such a level does not pay for and therefore cannot
provide a service covering all health emergencies of the participating members.
Second, no matter how low the financial contributions for group plans are
fixed, they are stil beyond the reach of great masses of people in every community. Consequently, none of such group plans can serve those who are most
&
desperately in need of being served.
WHAT ABOUT "FREE CHOICE" ?

Those advancing voluntary group service plans over a universal national
health service argue that the former would preserve for the people their "free
choice" of doctors. What about that?
To begin with, Senate bill 1606 very carefully retains and protects all possible
freedom of choice of doctors by patients and of patients by doctors. "Free choice"
is therefore a false issue raised against S. 1606.
But, gentlemen, the issue is false also on general principles. Why? Well,
the choice of particular physicians has no meaning whatever to those masses of
people who at critical moments find themselves financially unable to call any
physician. "Free choice" of a physician, too, means absolutely nothing to the
miner in a coal town whose only choice is between the services of the company
physician or no services at all. It certainly is meaningless to the millions of people who, for want of funds, refrain from calling a doctor whefi one of their
children gets sick. Instead of choosing a doctor, these people usually have to
choose to do nothing but nurse the often false and sometimes even fatal hope
that the illness of the child is only a minor and passing indisposition.
THE FAMILY DOCTOR

Prepaid medical group services in most fraternals also puts a certain limitation on the choice of a doctor. That choice, usually, is confined to the selected
lodge physician. But that does not bother the lodge members. For many of
them the lodge doctor represents the first family doctor they ever had. These
people and their lodge doctors get acquainted with each other. The doctors learn
something of the mode of life and of the manifold problems of the people in
their panels. This knowledge cannot but improve the quality of their services.
From this experience and from the actual provisions of S. 1606 we conclude
that instead of abolishing it,the adoption of the National Health Act will actually establishe for the first time an opportunity for all of the people to choose
their doctors. Very many people for the first time will afford a doctor whenever
they find themselves in need of one.
THE ISSUE OF STATES' BIGHTS

Permit me now to touch on another often repeated point against S. 1606. It
is the issue of States' rights. What is the substance of this issue?
We believe, Mr. Chairman and gentlemen, that States' rights and people's
rights are inseparable. There is no State outside of the people. Only the fascists
separate them.
It is a long-established principle that democratic people's rights incur and
are inseparable from people's responsibilities toward their government. This
relationship must necessarily be reciprocal. States' rights incur and are inseparable from States' responsibilities toward the people.
.
The accepted duties of all States, for example, as well as those of all the citizents of the country toward national defense are based on a mutuality of rights
and duties. Our Nation's health protection must also be based on such a mutuality. No State or community can be allowed or can allow itself to endanger
the health and security of neighboring communities or States by failing to take
care of the health of its own people.
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Aside from that, the population of our States is not static and immobile. The
citizens of one State today very often are the citizens of other States tomorrow.
For these reasons the citizens of no single State can consider themselves adequately protected if the citizens of any other State are not similarly protected.
For these reasons, too, therefore, all States must cooperate through the Federal
Government for equally effective health care for all of' the people of all of the
States and of the whole Nation.
S. 2143

What the purveyors of all the glittering phrases of "States' rights" and "free
choice of doctors" are driving at may be gleaned from the provisions of the
recently introduced S. 2143. This bill pretends to offer a solution for the admittedly insufficient health care of the American people. It claims consideration as a substitute for S. 1606.
If its authors and sponsors were willing to take the American people into
their confidence, they would call the draft a bill for the prevention of the
adoption by Congress of adequate health legislation for the American Nation.
That purpose is written all over the draft. S. 1606 would put into the pockets
of the American people a certificate providing every needed form of health care.
S. 2143 intends to keep that certificate out of it and instead put into the pockets
of masses of Americans a publicly attested certificate of pauperism. We believe,
Mr. Chairman and gentlemen, that the only fit answer to S. 2143 is the adoption
of S. 1606.
WHAT ABOUT THE FBATEBNALS

Now to the question of how will the adoption of S. 1606 affect the fraternal
benefit societies?
Universal national medical insurance, by enabling people to prevent and
combat illness, will tremendously help fraternal societies to extend and improve
their sick-benefit offerings.
First, it would reduce the dangers of illness. This would enable us and other
fraternal societies to provide higher sick benefits at present costs.
Next, the proposed universal national prepayment medical plan would pay
for all medical costs and thereby allow a worker to revert his fraternal sick
benefits back to their original purpose of helping to make up for loss of income
during illness.
Finally, by cooperating with the administration of the National Health Act,
we fraternals could improve and extend our present health service plans.
We might add here that we support the proposals to include sickness.and
disability payments under the Social Security System. These benefits, plus
those a worker would get from his fraternal society, would go a long way
toward eliminating the extra hardships suffered by workers' families when
their provider falls ill.
In addition to this, better health will mean longer life expectancy. Eventually
this will result in lower premium charges. Fraternals would be enabled to
offer to their members higher amounts of life-insurance protection for their
families, for the same cost now charged for lower amounts.
For all these reasons, Mr. Chairman and gentlemen, we are convinced that
the National Health Act would help the fraternal benefit societies of America
better to carry out the purposes for which they were originally organized.
These purposes are the promotion of the security and welfare of their members.
SOME SUGGESTIONS

In conclusion, Mr. Chairman and gentlemen, allow me to submit to you a few
suggestions for incorporation in S. 1606.
(1) We believe that payments for national medical insurance should come
from three sources: From the.workers; from the employers (both paying into
the social insurance fund in proportion to the amount of their pay rolls); from
the Federal Government out of general revenue.
(2) We wish to urge that the bill make provisions for the unemployed temporarily unable to pay into the fund, the unemployable unable to work, and
those with incomes too low to permit eligibility. We believe it is the responsibility of the Federal Government to pay into the fund for these persons.
(3) We suggest that the language of the bill be strengthened so as to guar-
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antee that there will be no discrimination in the application of its provisions
against any person because of race, color, or national origin. We are thinking
particularly of the Negro people who because of discrimination suffer the greatest
amount of illness and have the least opportunity for conserving their health.
In the extension of my remarks which you have permitted me to submit for
the record, we have enlarged on some of our verbal arguments. We also have
cited some universally admitted facts about the state of the health of the Nation.
These facts, Mr. Chairman and gentlemen, cannot be wiped off the record of our
country within meaningless phrases about free choice of doctors or the like. To
wipe them off, action is required.
The only kind of action which can wipe these facts out of the future record
of our country and its people is a universal plan of health care for the Nation.
The adoption of Senate bill represents such a plan. That is why, Mr. Chairman
and gentlemen, in the name of the International Workers Order with its 185,000
members and in the interests of the overwhelming masses of the American people,
we support Senate bill 1606 and urge its adoption.
EXTENSION OF PLEA FOB BBCOBD

Bxperiences of fraternal

.

Most fraternal benefit societies, and our International Workers Order for
one, represent people who have organized together to try to solve for themselves

and their families the pressing and aggravating problems of health and security

protection. The leaders and administrators of these fraternals are fully conscious

of this fact. That why they are also conscious of the inadequacy of fraternal
protection as a solution to the problem. They often find this inadequacy heartrending among their own ranks, in case of sickness in families of the low-income
class, or in cases of protracted illness of the breadwinner of such families. We
feel, therefore, that those who demand that fraternal and group efforts should
forever substitute for social efforts made by the Government, either do not know
what they are talking about, or have no desire whatever to attack and solve the
problem.
The membership of our International Workers Order is made up mainly of
wage earners. They represent a multitude of industries and occupations. They
embrace 15 distinct nationality group societies, representative of the various
nationality group communities of the country. From that standpoint we are
representative of a considerable cross section of the American working population.
The International Workers Order began organizing its group medical plans
in 1931. Our objective was to help spread among the participating members the
cost of doctors' care, and to facilitate carrying that cost by means of regular
monthly assessments or dues.
Despite our good intentions and persistent efforts, we could never conceal from
ourselves the serious defects of our plans. Their first and most serious defect
is the necessary limitation of the services they provide. Their regular aid is confined to the services of general medical practitioners. As for specialists' services,
we can only assure reasonable fees. This still leaves our members exposed to the
danger of suddenly having to meet expenses for health care beyond their
immediate capacities.
Social efforts required
Some members, of course, supplement the services provided by their fraternal
organization with those of the Blue Cross. However, knowing our working people
composition, we can safely say that only a minority of them can regularly afford
such additional protection.
Because of these experiences the International Workers Order, at all its conventions and with persistent unanimity, has called for support of all efforts
toward social security and health legislation. We in the IWO have recognized
in S. 1606 a long-needed measure. We know of the existence of this need among
a majority of the people. 8. 1606 promises to provide these people and the
members of their families with much-needed individual health care and treatment.
We know also that this need goes far beyond the individual necessities of part
of the people. Neglected health for part of the Nation is the breeding place and
can become the source of illness and disease for the whole Nation. Therefore
social health care is called for by the whole Nation. S. 1606 provides such care.
That is why Congress should adopt it.
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Health loans
The existing problem of health care for the masses of the people has many
ramifications. The inadequacy of all voluntary group plans, for example, and
the inability of many people to meet the expenditures for their health care out
of their current incomes often burdens them with what are called health loans.
When a serious need for medical or surgical care arises for any of these people,
or for members of their families, they are compelled to borrow money. According to the committee on medical costs, 30 percent of the loans made in America
are made to pay for medical treatment.
The need for such loans delivers many of these people tied hand and foot to the
mercies of loan sharks. Though bad enough, that is not all. To accumulate the
funds required for the repayment of such loans, many of the families involved are
forced to reduce their often already irreducible standard of living below the level
of subsistence.
Fraternal benefit societies themselves, too, suffer from increasing costs of
health. Just because of the limited financial capacities of the working people,
they have originally fixed their sick benefit dues at what then seemed a possible
minimum. But during the depression years this possible minimum proved itself
to be impossible. As a result a majority of societies had to raise their dues. My
own was one of them. Yet even with these higher dues the benefits remained as
limited and insufficient as they were before.
We of the IWO are keenly aware of this deficiency. However, we are helpless
to do anything better while the health conditions remain as they are and while
the ability to pay remains with most people as it is.
Relation of doctors to patients
Our International Workers Order has its membership mainly in working
people's neighborhoods. That holds true with a great number of fraternal
benefit societies. After all, it is the working people who are most in need of
fraternal benefit services.
The doctors practicing in working people's communities are on the whole well
aware of the shortcomings of existing health care. They know that the average
workers' families spend far too little on their health protection. In only too
many instances, however, these insufficient expenditures for their health represent far too great a proportion of their income. To meet these health expenditures, they must further endanger their health by cutting down on bread, milk,
and other necessities of life.
These doctors also know that the prevailing and economically well-founded
desire if at all possible to keep the doctor away from their homes prevents the
physician from really getting acquainted with his prospective working people
patients.
The group plans operated by us and other fraternals, on the other hand, bring
physicians and patients into close relationship. This is of great value to both
doctors and patients. We emphasize this because when the totally inadequate
group insurance will be replaced by a social health insurance which covers all
of the people, then these desirable better- relations between the doctors and the
people of their communities will benefit all of the doctors and all of the people,
instead of as now when such beneficial relations are limited and confined only to
small groups.
We have already indicated that prepaid medical group plans usually also
limit the choice of doctors. But in our practical day-to-day work this has never
become a serious problem. That is why we cannot but recognize in the issue of
"free choice of doctors" a bogus issue. "Free choice of doctors" is a mere phrase.
Its monotonous repetition may satisfy the social conscience of the opponents of
Senate bill 1606 because they possess so little of that commodity. But it cannot
satisfy the health needs of overwhelming masses of the American people.
.Problems of Negro health protection
The phony character of the issue of "free choice of doctors" can best be
gaged when measured by the problems of Negro health protection. What can
the "free choice" of a doctor mean to a Negro in Mississippi where in 1942 there
was only one Negro physician for 18,527 people? Of course, Dr. Fishbein will
suggest the extension of the free choice by a Negro of a white doctor. What an
inviting prospect, in view of the unscientific and undemocratic Negro discrimination policy of the AMA.
Will free choice of doctors be of any help to the Negroes who, according to
senator Burton of Ohio, have for all practical purposes no clinical or hospital
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care at all at their disposal? Will it help to reduce the death rate among
Negro mothers in childbirth, now twice as high as the prevailing death rate
among white mothers? For that matter, will it reduce the death rate in
childbirth of all mothers to the possible minimum under modern science? Will
Dr. Fishbein suggest "free choice of doctors" as a cure for the 10- to 12-year
shorter life expectancy of Negroes, as against that of whites?
"Free choice of doctors" in the past has done nothing whatever for the
deplorable health conditions among the masses of our Negro fellow citizens.
Neither will S. 2143 do anythingfor them. Their experiences with public education is an indication of what health care the Negroes may expect under S. 2143
from "lily white" State, county, or town authorities in the Southern States.
By repeating phrases about "free choice of doctors," or about "dictatorship of
the Surgeon General" and the like, the opponents of universal Federal health
care are slyly trying to pass themselves off as watchdogs against fascism. In
reality their fundamental concept of the State bears a surprising resemblance
to Mussolini's and Hitler's concept of it. They present the State as something
beside and outside of the people. For that peculiar State of theirs, and in
the name of inherent States' rights, they claim the right to disregard the needs
and the desires of the people. In words, they warn against a too powerful State
or Government. In substance,, however, they resist the power of the people.
The position of the AMA
Some grand moguls of the medical profession threaten a doctor's refusal to
cooperate with a national health service. But such threats are unwarranted
insults to the doctors of America. Nowhere and at no time was our organization
prevented from organizing prepaid medical group service plans because of failure
of doctors to cooperate. However, we did fail in at least one notable instance,
in the city of Detroit, to keep the cooperation of doctors because of a threat
of expulsion made to them by the medical association.
Therefore we find it highly ironical that Dr. Fishbein and his friends are now
shouting about the blessings 6f voluntary medical insurance as against prepaid
national or Government insurance. After all, only a few short years back the
American Medical Association thundered as vehemently against all forms of
voluntary plans as it is today thundering against universal Government health
service.
The American Medical Association claims today that it favors voluntary
group plans as against universal national health service. Yet to our knowledge
nowhere and at no time have they been working for or helping seriously to promote voluntary group plans. We can, therefore, take it as an indisputable
fact that they only thrown around the phrase of voluntary group plans as a
means of fighting an effective national health service plan.
As recently as 1934 the house of delegates of the American Medical Association
adopted as one of its six fundamental principles, Individual payment relationships between doctors and patients, as a reply to those advocating prepaid
group plans. In the same year the AMA opposed the Blue Cross hospital plan and
reprimanded the American College of Surgeons for proposing voluntary prepayment medical care.
We, advocates and organizers of prepaid voluntary group plans, also remember that as late as 1938 the American Medical Association expelled Drs. Ross
and Loos from the Los Angeles Medical Associaton because they were bold
enough to organize a voluntary group prepayment medical service.
But even if we accept in good faith the belated declarations of love of the
AMA for the Blue Cross, we would still be puzzled by another question. Why
does the AMA consider as good and desirable collective hospitalization plans
organized by people who can afford their cost, when they unqualifiedly condemn
such collective plans where they would serve all of the people?
Impressive facts
Your committee has already received proof about the inadequacy of health
care in our country. We feel, however, that some of these facts bear repetition. Underlying the national health situation is the economic barrier
that stands between the majority of the people and the opportunity to achieve
and enjoy good healh.
Arising directly out of this are the shocking figures highlighting the gravity
of the Nation's health problem.
Some 40 percent of the men and women examined for the armed services
were found unfit.
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More than 23,000,000 people have some chronic disease or physical impairment.
On any given day at least 7,000,000 people are kept from normal pursuits
because of illness or disability. Systematic and universal health care could
considerably reduce that loss.
Since we still do not have sick and disability benefits as part of our socialInsurance system, we know that illness brings suffering into each family where
the provider cannot work.
Sickness and accidents cost the Nation at least $8,000,000,000 a year, half of
this amount in wage loss and half in medical costs. Systematic health care
organized for the benefit of all of the people could considerably reduce this
loss.
What about free cliics?
Of course there are those who point to free.clinical and hospital services as
a source for health care for the people who cannot pay for it. S. 2143 seeks
to elevate this free service into a final solution of the problem of people's
health.
In answer to them it may be readily admitted that in some cities free clinics,
etc., are available for those unable to pay for needed medical care. S. 2143
may even increase the number of such clinics. But people who work for a
living are hesitant to go begging and to submit to the indignity of being charity
patients. In addition to this, whether justified or unjustified, there is a widespread prejudice against the efficacy and trustworthiness of free clinical service.
Aside from all that, thousands of communities in our country do not offer
even a minimum of facilities for such free clinical services. Yes, even if free
-clinics were acceptable as a substitute for prepaid national health care for
the masses in low-income classes, S. 2143 would still leave millions of people
without access to any free clinics because such clinics or facilities to establish
them do not exist and could not be established in their communities or territories.
Nation's health is Nation's wealth
No, definitely, neither phrases nor palliatives solve the problem of our national healith. Its protection belongs in the category of those all-important
problems which concern the whole country and all of its political subdivisions.
Because of the magnitude of this problem, the Nation must demand as an
expression of the people's rights, cooperation of all the States for its solution.
For the same reason the States must welcome the cooperation of the Federal
Government.
The Nation's health is indeed an all-important part of the Nation's wealth.
The rich resources of our land are rich only to the degree in which a healthy and
capable people can work and enjoy them.
It is now generally admitted that present methods and services for covering
our national health are inadequate. They do not secure for the people of the
United States the health of body and mind which the present state of medical
and surgical science makes possible and to which they are entitled.
It is high time that equal opportunity for health was considered a basic American right, that medical care should cease being a commodity available only to
those who can pay the price under the present market, and denied to those who
cannot. Health is not a luxury but a necessity.
Universal health care is universalized fraternalism
Universal medical insurance is neither as new nor as revolutionary as critics of
the proposed bill try to make it appear. According to Edwin E. Witte, professor
of economics of the University of Wisconsin, I quote: "Health insurance is the
oldest and the most widely prevalent form of social insurance in the world. Some
29 countries have some form of national medical insurance."
Since unscrupulous opposition to social health care has seen fit to associate
universal health insurance with Fascist regimentation of the people, it may be in
place here to point out that social health insurance is in force in the oldest
democracy of the world, in Switzerland. The United States has been lagging
behind.
If the principle of universal health care is wrong, then fraternalism is wrong.
Instead of being wrong, fraternalism is the most valuable and most helpful practice among the people. It proclaims and practices that collective mutual care
be applied wherever self-care has proved inadequate. Care for the health of all
the people is one of those problems. Self-care has proven totally inadequate.
This inadequacy endangers the whole Nation. Not only the individual suffers
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who cannot take care of his health; but his troubles endanger also the health of
the rest of the community.
Here the practice of fraternalism is called for. Fraternalism has long recognised this and has been functioning as a helper in solving the problem. But its
help, too, has long proven inadequate. All group action must of necessity be
inadequate Only national action, action by all of the people, can supply an
adequate solution. Only a universalized fraternalism can help, a fraternalism
practiced by the whole Nation and all of its people, both as aiders and as aided.
What is there wrong about that? What is there undemocratic or dictatorial
about that?
Nothing is wrong about it. Absolutely nothing. That is why the International
Workers Order has endorsed the National Health Act of 1945. That is why we
have officially gone on record to this effect at the regular meetings of our general
council, the duly elected executive committee of the International Workers Order.
That is why we have also endorsed the forerunner of this measure, 8. 1161, and
support S. 1050 for the expansion and extension of the social-security system.
As evidence of the support of our members of 8. 1606 we submit to this committee petitions with 60,000 signatures sent to us by our members. The names
on these petitions include not only members of our society but persons in the
communities where our lodges are located.
We also submit to your committee a folio with statements and letters signed
by Congressmen, labor leaders, and other public persons endorsing the National
Health Act. This volume is at the same time intended as a tribute and testimonial to the late President Roosevelt who during his lifetime championed a
national health program as part of the new economic bill of rights.

(Thereupon, at 11:55 a. m., Friday, June 21, 1946, the committee
recessed until Monday, June 24,1946, at 10 a. m.)
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