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89TII CONGRESS HOUSE OF REPRESENTATIVES REPORT 
18t Se8sion II 213 

SOCIAL SECURITY AMENDMENTS OF 1965 

MARCH 29, 1965.-Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 

Mr. MILLS, from the Committee on Ways and Means, submitted the 
following 

REPORT 

[To accompany Ht.R. 6675] 

The Committee on Ways and Means, to whom was referred the bill 
(H.R. 6675) to provide a hospital insurance program for the aged 
under the Social Security Act with a supplementary health benefits 
program and an expanded program of medical assistance, to increase 
benefits under the old-age, survivors, and disability insurance system, 
to improve the Federal-State public assistance programs, and for 
other purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 



I. OVERALL PURPOSE AND SCOPE OF THE BILL 

PURPOSE 

The overall purpose of HI.R. 6675 is as follows: 
Fir8t, to provide a. coordinated approach for health insurance and 

medical care for the aged under the Social Security Act by esta~b
lishmig

(1) A basic plan providing protection against the costs of 
hospital and related care financed through a separate payroll tax 
and separate trust fund; 

(2) A voluntary "supplementary" pla providing payments
for physic'n' and other medical and h evces financed 
through .small monthly premiums by individual participants

maeed equally by Federal Government revenue contributions; 
and 

(3) A greatly expanded medical assistance program for the 
needyv and medically needy which would combine all the vendor 
medical provisions for the aged blind, disabled and families 
with dependent children, now in live titles of the social Security
Act, un er a uniform program and matching formula in a single 
new title. 

Second,, to expand the services for maternal and child health, crip
pled children, and the mentally retarded, and to establish a 5-year 
program of "special project grants" to provide comprehensive health 
care and services for needy children of school age or preschool age. 

Third, to revise and improve the benefit and coverage provisions and 
the financing structure of the Federal old-age, survivors', and 
disa~bility insurance system by

(1) Increasing benefits by 7 percent across the board with a 
$4 Miniumicrae for a worker retiring or who retired age 65 
or older; 

(2) Continuing benefits to age 22 for children attending school; 
(;3) Providing actuarially reduced benefits for widows at age 

(4) Liberalizing the definition and Waiting period for disabil
ity insurance benefits; 

(5) Paying benefits on a trsrnsitional basis to certain persons 
currently 72 or over who are now ineligible;

(6) Increasing the amount an individual is permitted to,earn 
without losing benefits; 

(7) Amending the coverage provisions by:
(a) Including self-employed physicians;
(b) Covering cash tips;
(c) Liberalizing the income treatment for self-employed

farmers; 
(d) Improving certain State and local coverage provisions;
(e) Exempting certain religious groups opposed to insur

ance; 
2 
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(8) Revising the tax schedule and the earnings base so as to 
fully finance the changes made; and. 

(9) Making other miscellaneous improvements. 
Fourth, to improve and expand the public assistance programs by

(1) Increasing the Federal matching share for cash payments
for the needy aged, blind, disabled, and families with dependent
children; 

(2) Eliminating limitations on Federal participation in public
assistance to aged individuals in tuberculosis and mental disease 
hospitals under certain conditions; 

(3) Affording the States broader latitude in disregarding cer
tain earnings in determining need for aged recipients of public
assistance; and 

(4) Making other improvements in the public assistance titles 
of the Social Security Act. 

SCOPE 

The scope of the protection provided is broadly as follows: 
Health insutranweand medical care for the needy 

(1) Basic plan.-It is estimated that approximately 17 million in
sured individuals and 2 million uninsured would qualify on July 1,
1966. 

(2) Voluntary Supplementaryplan..-It is estimated that of the total 
eligible aged of 19 million, from 80 to 95 percent would participate,
which would mean approximately 15.2 to 18 million individuals would 
be involved. 

(3) Medical assietanceefor needy.-The expanded medical assistance 
(.Kerr-Mills) program is estimated to provide new or increased medi
cal assistance to about 8 million needy persons during an early year
of operation. States could, in the future, provide aid to as many as 
twice this number who need help with medical costs. 
Old-age,survivors, anddisabilityineuranee 

It is estimated that the number of persons affected immediately by
changes in this title would be as follows: 

Prori"ne~ Number affected 
7-percent benefit increase ($4 minimum in 

primary benefit) -------------------- 20 million persons.
Child's benefit to age 22 if in school--------295,000 children. 
Reduced age for widows---------------- 185,000 widows. 
Reduction in eligibility requirement for 

certain persons aged 72 or over---------- 355,000 persons.
Liberalization of disability definition----155,000 workers and de-

Public assistance pendents. 
It is estimated that some 7.2 million persons will be eligible for 

increased cash payments under the Federal-State matching programs.
Moreover, it is estimated that 130,000 aged persons in mental and 
tuberculosis hospitals will potentially be eligible for payments be
cause of the removal of the exclusion of these types of 'institutions 
from matching under the public assistance programs. 



II. SUMMARY OF PRINCIPAL PROVISIONS OF THE BILL 

A. HEALTH INSUREANCE AND MEDICAL CARIE FOR THE AGED 

Your committee's bill would add a new title XVIII to the Social 
Security Act providing two related health insurance programs for 
persons 65 or over: 

(1) A basic plan in part A providing protection against the costs of hos
pital and related care; and 

(2) a voluntary supplementary plan In part B providing protection against 
the costs of physicians' services and other medical and health services to 
cover certain areas not covered by the basic plan. 

The basic plan would be financed through a separate payroll tax 
and separate trust fund. The plan would be actuarially sound 
under conservative cost assumptions. Benefits for persons currently 
over 65 who are not insured under the social Security and railroad 
retirement systems would be financed out of Federal general revenues. 

Enrollment in the supplementary plan would be voluntary and 
would be financed bya small monthly premium ($3 per month ini
tially) paid by enrolIes and an equal amount supplied by the Federal 
Government out of general revenues. The premums for social 
security and railroad retirement beneficiaries who volluntarily enroll 
would be deducted from their monthly insurance benefits. Unin
sured,persons desiring the supplemental plan would make the periodic 
premium payments to the Government. 

Your committee's bill would also add a new title XIX to the Social 
Security Act which would provide a more effective Kerr-Mills pro
gram for the aged and extend its provisions to additional needy per
sons. It would replace with a single uniform category the differing 
medical provisions for the needy which currently are found in five 
titles of the Social Security Act. 

A description of these three programs follows: 

1. BASIC PLAN-HOSPITAL INSURANCE, MUC. 

General description.-Basic protection, financed through a sepa
rate payroll tax, would be provided by H.R. 6675 against the costs of 
inpatient hospital services, posthospital extended care services, post
hospital home health services, and outpatient hospital diagnostic serv
ices for social security and railroad retirement beneficiaries when they 
attain age 65. The same protection, financed from general revenues, 
would be provided under a special transitional provision for essen
tially all people who are now aged 65, or who will reach 65 in the near 
future, but who are not eligible for social security or railroad retire
ment benefits. 

Effective date.-Benefits would first be effective on July 1, 1966, 
except for services in extended care facilities which would be effective 
on January 1, 1967. 

4 
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Benefltt.-The services for which payment would be made under 
the basic plan include

(1) inpatient hospital services for up to 60 days in each spell
of illness with the patient paying a deductible amount of $40 for 
each spell of illness; hospital services would include all those 
ordinarily furnished by a hospital to its inpatients; however, 
payment would not be made for private duty nursing or ior the 
hospital services of physicians except services provided by interns 
or residents in training under approved teaching programs; 

(2) posthospital extended care (in a facility having an arrange
ment with a hospital for the timely transfer of patients and for 
furnishing medical information about patients) after the patient
is transferred from a hospital (after at least a 3-day stay) for 
up to 20 days in each spell of illness; 2 additional days will be 
added to the 20 days for each day that the person's hospital stay 
was less than 60 days (up to a maximum of 80 additional days) 
the overall maximum for posthospital extended care could thus 
be 100 days in each spell of illness; 

(3) outpatient hospital diagnostic services with the patient
paying a $20 deductible amount for each diagnostic study (that
is, for diagnostic services furnished to him by the same hospital
during a 20-day period); if, within 20 days after receiving such 
services, the individual is hospitalized as an inpatient in. the 
same hospital, the deductible he paid for outpatient diagnostic
services (up to $20) would be credited against the inpatient hos
pital deductible ($40) ; and 

(4) posthospital home -healthservices for up to 100 visits; after 
discharge from a hospital (after at least a 3-day stay) or extended 
care facility and before the begininng of a new spell of illness. 
Such a person must be in the care of a physician and under a 
plan established by a physician within 14 days of discharge call
ing for such services. 'these services would'include intermittent 
nursing care, therapy, and the part-time services of a -homehealth 

aid. Teptiet mst behomebound, except that when certain 
equimenis sedthe ndiidual could be taken to a hospital or 
extededcar failiy o reabilitation center to receive some of 

theecoessryeduhomenhath sevces in order to get advantage of the 

No service would be covered as posthospital extended care or as 
outpatient diagnostic or posthospital home health services if it is of 
a kind that could not be covered if it were furnished to a patient in 
a hospital. 

A spell of illness would be considered to begin when the individual 
enters a hospital or extended care facility and to end when he has 
not been an inpatient of a hospital or extended care facility for 60 
consecutive days.

The deductible amounts for inpatient hospital and outpatient hos
pital diagnostic services would be increased if necessary to keep 
pace with increases in hospital costs, but no such increase would be 
made before 1968. For reasons of administrative simplicity, increases 
in the hospital deductible will be made only when a $5 change is called 
for and the outpatient deductible will change in $2.50 steps. 
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Basi8 of reim~bur8ement.-Payment of bills under the basic plan
would be made to the providers of service on the basis of the "reason
able cost" incurred in providing care for beneficiaries. 

Administratiomn-Basicresponsibilityr for administration would rest 
with the Secretary of Health, Education, and Welfare. The Secre
tary would use appropriate State agencies and private organizations 
(nomihated by providers of services) to assist in the administration 
of the program. Provision is made for the establishment of an 
Advisory Council which would advise the Secretary on policy matters 
in connection with administration. 

Financing.-Separatepayroll taxes to finance the, basic pIan, paid
by employers, employees, and self-employed persons, would be ear
marked in a separate hospital insurance, trust fund established in the 
Treasury. The amount of earnings (wage base) subject to the new 
payroll taxes would be the same as for purposes of financing social 
security cash benefits. The same contribution rate would apply 
equally to employers, employees, and self-employed persons and would 
be as follows: 

Percent 
1966 ---------------------------------------------------------------- 0.35 
1967-72-------------------------------------------------------------- .50 
1973--75-------------------------------------------------------------- .55 
19'76-79-------------------------------------------------------------- .60 
1980-86-------------------------------------------------------------- . 70 
1987 and thereafter--------------------------------------------------- .80 

The taxable earnings base for the health insurance tax would be 
$5,600 a year for 1966 through 1970 and would thereafter be increased 
to $6,600 a year.

The schedule of contribution rates is based on estimates of cost which 
assume that the earnings base will not be increased above $6,600. If 
Congress, in later years, should increase the base above $6,600, the tax 
rates established can be reduced under t~he cost assumptions underlying 
the bill. 

The cost of providing basic hospital and related benefits to people
who are not social security or railroad retirement beneficiaries would 
be paid from general funds of the Treasury. 

2. VOLUNTARY SUPPLEMENTARY INSURANCE PLAN 

General de8crption.-A package of benefits supplementing those 
provided under the basic plan would be offered to all persons 65 and 
over on a voluntary basis. Individuals who enroll initially would 
pay premiums of$ a month (deductedwhere possible, from social 
security or railroad retirement benefits). The Government would 
match this premium with $3 paid from general funds. Since the 
minimum increase in cash social security benefits under the bill for 
workers retiring or who retired at age 65 or older would be $4 a month 
($6 a month for man and wife receiving benefits based on the same 
earnings record), the benefit increases would fully over the amount 
of monthly premiums. 

Enrollm~ent.-Persons who have reached age 65 before January 1, 
1966, will have an opportunit~y to enroll in an enrollment period which 
begins on the first day of the second month after the month of enact
ment and ends March 31, 1966. 
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Persons att~aining age 65 subsequent to December 31, 1965, will

have enrollment periods of 7 months beginning 3 months before 
the month of attainment of age 65. 

In the future, general enrollment periods will be from October to 
December 31, in each odd numbered year. The first such period will 
be October 1 to December 31, 1967. 

No person may enroll more than 3 years after the close of the first 
enrollment period in which he could have enrolled. 

There will be only one chance to reenroll for persons who are in
the plan but drop out, and the reenrollment must occur within 3 years
of termination of the previous enrollment. 

Coverage may be terminated (1) by the individual filing notice
during an enrollment period, or (2) by the Government, for nonpay
ment of premiums.

A State would be able to provide the supplementary insurance bene
fits its public assistance recipients who are receiving cash assistance 
if it chooses to do so. 

Effective date.-Benefits will be effective beginning July 1, 1966.
Beneflts.-The voluntary supplementary insurance plan would cover 

physicians' services, home health services, hospital services in psychia
tric institutions, and numerous other medical and health services in 
and out of medical institutions. 

There would be an annual deductible of $50. Then the plan
would cover 80 percent of the patient's bill (above the deductible) for 
the following services: 

(1) Physicians' and surgeons' services, whether furnished in a hos
pital, clinic, office, in the home or elsewhere; 

(2) Hospital care, for 60 days in a spell of illness in a mental hospital with a 180-day lifetime maximum;
(3) Home health service (with no requirement of prior hospitaliza

tion) for up to 100 visits during each calendar year;
(4) Additional medical and health services, whether provided in 

or out of a medical institution, including the following:
(a) Diagnostic X-ray and laboratory tests, electrocardiograms,

basal metabolism readings, electroencephalograms, and other 
diagnostic tests; 

(b) X-ray, radium, and radioactive isotope therapy;
(c) Ambulance services; and 
(d) Surgical dressings and splints, casts, and other devices for 

reduction of fractures and dislocations; rental of durable medical 
equipment such as iron lungs, oxygen tents, hospital beds, and 
wheelchairs used in the patient's home, prosthetic devices (other
than dental) which replace all or part of an internal body organ;
braces and artificial legs, arms, eyes, etc. 

There would be a spec Ia limitation on outside-t-he-hospital treat
ment of mental, psconeurotic, and personality disorders. Pay
mnent for such treatment during any calendar year would be limited,
in effect, to $250 or 50 percent of the expenses, whichever is smaller. 

Administra~tion by carriers:Basi~s for reimbursement.-The Secre
tary -of Health, Education, and Welfare would be required, to the 
extent possible, to contract with carriers to carry out the major admin
istrative functions relating to the medical aspects of the voluntary
supplementary plan such as determining rates of payments under the 
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program, holding and disbursing funds for benefit payments, and 
determining compliance and assisting in utilization review. No con
tract is to be entered into by the Secretary unless:'he finds that the 
carrier will perform its obligations under the contract efficiently and 
effectively and will meet such requirements as to financial responsi
bility, legal authority, and other matters as he finds pertinent. The 
contract must provide that the carrier take necessary action to see that 
where payments are on a cost basis (to institutional providers of serv
ice), the cost is reasonable cost. Correspondingly, where payments 
are on a charge basis (to physicians or others furnishing noninstitu
tional services), the carrier must see that such charge will be reason
able and not higher than the charge applicable, for a comparable
service and under comparable circumstances, to the other policyholders
and subscribers of the carrier. Payment by the carrier for physicians'
services will be made on the basis of a receipted bill, or on the basis 
of an assignmnent under the terms of which the reasonable charge will 
be the full charge for the service. 

Financing.-Aged persons who enroll in the supplemental plan
would pay imonthly premiums of $3. Where the individual is currently
receiving monthly social security or railroad retirement benefits, the 
premiums would be deducted from his benefits. 

The Government would help finance the supplementary plan
through a payment from general revenues in an equal amount of $3 a 
month per enrollee. To provide an operating fund, if necessary, at 
the beginning of the supplementary plan, and to establish a contin

geny rsere,Goernentappropriation would be available (on a 
repyabe eqal 18 per aged person estimated to be eligiblebsis o 
in 966wheJly th suplementary plan goes into effect. 

The ndivdua andGovrnment contributions would be placed in a 
separate trust fund for the supplementary plan. All benefit and

afministrative expenses under the supplementary plan would be paid
from this fund. 

Premium rates for enrolled persons (and the matching Govern
ment contribution) would be increased from time to time if medical 
costs rise, but not more often than once every 2 years. The premium
rate -fora person who enrolls after the first period when enrollment 
is open to him or who reenrolls after terminating his coverage would 
be increased by 10 percent for each full year he stayed out of the pro
gram.

Medical eompene deduction.-The health care provisions of your
committee's bill have a relationship to the medical expense deduc
tions allowed under the Internal Revenue Code. In the past the 
3-percent limitation in the case of medical care expenses and the 1-per
cent limitation applied to expenditures for medicines and drugs were 
waived for persons 65 or over in recognition of the fact that medical 
expenses generally constituted a heavy financial burden for older 
people. In the past, however, there was no broad-coverage health 
insurance plan for older persons. The health insurance provisions of 
your committee's bill are designed to meet these problems in a gen
erally comprehensive manner. The historical basis for the sp~ecial
medical expense provisions in the tax law for the relief of older tax
payers, therefore, no longer appears to exist. For this reason the bill 
provides that the 3-percent floor on medical expense deductions, as 
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well as the 1-percent limitation on medicines and drugs, is to apply to 
those age 65 or over in the same manner as it presently applies to those 
under age 65. This will have the effect of partially or fully recovering
the $3 monthly premium paid from general funds of the Treasury
from those aged persons who have taxable income, depending on the 
amount of their taxable income. 

To encourage the purchase of hospital insurance by all taxpayers,
the bill providers a special deduction, available to those who itemize 
their deductions, for one-half of any premiums paid for insurance of 
medical care expenses whether or not they have medical expenses in 
excess of the 3-percent floor, but this deduction may not exceed $250. 

Another change limits the insurance premiums which may be taken 
into account to those which arise from coverage of medical care ex
penses. Still a further change treats as current, qualifying medical 
care expenses (subject to limitations) the prepayment before age 65 of 
insurance for medical care after age 65. 

3. 	 IMPROVEMENT AND EXTENSION OF KERR-MILLS MEDICAL ASSISTANCE 

PROGRAM 

Purpoeeaiid8cope.-In order to provide a more effective Kerr-Mills 
medical assistance program for the aged and to extend its provisions 
to additional needy persons, the bill would establish a single and sep 
arate medical care program to replace the differing provisions for the 
needy which currently are found in five titles of the Social Security 
Act. 

The new title (XIX) would extend the advantages of an expanded
medical assistance program not only to the aged who are indigent but 
also to needy individuals in the dependent children, blind, and per
manently and totally disabled programs and to persons who would 

unliyder those programs if in sufficient financial need. 
Medical assistance under title XIX must be made available to all 

individuals receiving money payments under these programs and 
the medical care or services available to all such individuals must be 
equal in amount, duration, and scope. Effective July 1, 1967, all 
children under age 21 must be included who would, except for age,
be dependent children under title IV. 

Inclusion of the medically indigent aged not on the cash assistance 
rolls would be optional with the States but if they are included com
parable groups of blind, disabled, and parents and children must also 

be included if they need help in meeting necessary medical costs. 
Moreover, the amount and scope of benefits for the medically indigent 
could not be greater than that of recipients of cash assistance. 

The current provisions of law in the various public assistance titles 
of the acet providing vendor medical assistance would terminate upon 
-the adoption of the new program by a State and must terminate no 
later than June 30, 1967. 

Scope of medica2 a88ietance.-Under existing law~ the State must 
provide "some institutional and noninstitutional care'~under the medi
cal assistance for the aged program. There are no minimum benefit 
requirements at all under the other public assistance vendor medical 
programs. 

The bill would require that by July 1, 1967, under the new program 
a State must provide inpatient hospital services, outpatient hospital 

45-39990-O5---2 
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services, other laboratory' and X-ray services, skilled nursing home 
services, and physicians' services (whether furnished in the office, 
the patient's home, a hospital, a skilled nursing home, or elsewhere)
in order to receive Federal participation. Coverage of other items of 
medical service would be optional with the States. 

Eligibility.-Improvements would be effectuated in the program
for the needy elderly by requiring that the States must provide a 
flexible income test which takes into account medical expenses and 
does not provide rigid income standards which arbitrarily deny assist
ance to people with large medical bills. In the same spirit the bill 
provides that no deductible, cost sharing, or similar charge may be 
imposed 'by the State as to hospitalization under its program and 
that any such charge on other medical services must be reasonably
related to the recipient's income or resources. Also important is the 
requirement that elderly needy people on the State programs be pro
vided assistance to meet the deductibles that are imposed by the 
new basic program of hospital insurance. Also where a portion of 
any deductible or cost sharing required by the voluntary supplemen
tary program is met by a State program, the portion covered must 
be reasonably related to the individual's income and resources. 
No income can be imputed to an individual unless actually avail
able; and the financial responsibility of an individual for an applicant 
may be taken into account only if the applicant is the individual's 
spouse or child who is under age 21 or blind or disabled. 

Increased Federalmatchingy.-The, Federal share. of medical assist
ance, expenditures under the new program would be determined upon
a uniformn formula. with no maximum on the amount of expenditures
whiich would be subject to participation There is no maximum under 
present law on similar amounts for the medical assistance for the aged 
program. The Federal share, which varies in relation to a State's per 
capita income, would be increased over current medical assistance for 
the aged matching so that States at the national average would receive 
55 percent rather than 50 percent, and States at the lowest level could 
receive as much as 83 percent as contrasted with 80 precent under 
existing law. 

In order to r~ceive any additional Federal funds as a result of 
expenditures under the new program, the States would need to con
tinue their own expenditures at their present rate. For a specified
period, any State that did not reduce its own expenditures would be 
assured of at least a 5-perdent increase in Federal participation in 
medical care expenditures. As to professional medical personnel used 
in the administration of the program, the bill would provide a 75-per
cent Federal share as compared with the 50-50 Federal-State sharing
for other administrative expenses. 

Administration.-TheState agency administering the new program
would have to be the same as that administering the old-age assistance 
program. As some States have done under existing law, such an 
agency could arrange for provision .of medical care by or through the 
State health agency. The bill specifically provides as a State plan
requirement that cooperative agreements be entered into with State 
agencies providing health services and vocational rehabilitation ser
vices looking toward maximum utilization of these services in the pro
vision of medical assistance under the plan. 

Effective date.-January 1, 1966. 
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4. COST OF HEALTH CARE PLANS 

Baeic plan.-Benefits and administrative expenses under the basic 
plan would be about $1 billion for the 6-month period in 1966 and about 
$2.3 billion in 1967. Contribution income for those years would be 
about $1.6 and $2.6 billion, respectively. The costs for the uninsured 
(paid from general funds) would be about $275 million per year for 
early years

Voluntary supplementaryplan.-Costs of the voluntary supplemen
tary plan would depend on how many of the aged enrolled. 

if 80 percent of the eligible aged enrolled, benefit costs (and admin
istrative expenses) of the supplementary plan would be about $195 
million to $260 million in the last 6 montha of 1966 and about $765 
million to $1.02 billion in 1967. Premium income from enrollees for 
those years would be about $275 and $560 million, respectively. The 
matching Government contribution would equal the premiums.

If 95 percent of the eligible aged enrolled, benefit costs of the sup
plementary plan would be about $230 to $310 million in 1966 and 
about $905 million to $1.22 billion in 1967. Premium income from 
enrollees for those years would be about $325 and $665 million, re
spectively. The Government contribution would equal the premiums.

Public assistanceplan.-It is estimated that the new program will 
increase the Federal Government's contribution about $200 million in 
a full year of operation over that in the programs operated under 
existing law. 

B. CHILD HEALTH AMENDMENTS 

Maternal and child health and crippled children.-The bill would 
increase the amount authorized for maternal and child health services 
over current authorizations by $5 million for fiscal year 1966 and by
$10 million in each succeeding fiscal year, as follows: 

Fiscal year Existing law Under bill 

1966 ----------------------------------------------------------------- $40,000,000 $45,000,000
1967 ----------------------------------------------------------------- 40,000,000 50,000,000
1968 ----------------------------------------------------------------- 45,000,000 55,0(0,000
1969-----------------------------------45,000,000 55,000,000
1970 anid a-fte'r-----------------------------------50,96 969 60000,000 

The authorizations for crippled children's service would be increased 
by the same amounts. 

The increases would assist the States, in both these programs, in 
moving toward the goal of extending services with a view of making
them available to children in all parts of the State by July 1, 1975. 

Crippledchildren-trainingpersonnel.-Thebill would also authorize 
$5 million for the fiscal year 1967, $10 million for fiscal 1968, and 
$17.5 million for each succeeding fiscal year to be for grants to in
stitutions of higher learning for training professional personnel for 
health and related care of crippled children, particularly mentally
retarded children and children with multiple handicaps.

Healthcare for needy children.-A new provision is added authoriz
ing the Secretary of Health, Education, and Welfare to carr out a 
5-year program of special project grants to provide comp~rehensive
health care and services for children of school age, or for preschool 
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children, particularly in areas with concentrations of low-income 
families. The grants would be to State health agencies, to the State. 
agencies administering the crippled children's program, to any school 
of medicine (with appropriate participation by a school of dentistry), 
and any teachinig hospital affiliated with such school, to pay not to 
exceed 75 percent of the cost of the project. Projects would have to 
provide screening, diagnosis, preventive services, treatment, correction 
of defects, and aftercare, including dental services, with treatment, 
correction of defects, and aftercare limited to children in low-income 
families. 

An appropriation of $15 million would be authorized for the fiscal 
year ending June 30, 1966; $35 million for the fiscal year ending June 
30, 1967; $40 million for the fiscal year ending June 30, 1968; $45 mil
lion for the fiscal year ending June 30, 1969; and $50 million for the 
fiscal year ending June 30,1970. 

Mental retardation planning.-Title XVII of the act would be 
amended to authorize grants totaling $2,750,000 for each of 2 fiscal 
years-the fiscal year ending June 30, 1966, and fiscal year ending 
June 30, 1967. The funds would be available during the 3-year period 
July1, 1965, to June 30, 1968. The grants would be for the purpose of 
assisting States to implement and fellowup on plans and other steps to 
combat mental retardation authorized under this title of the Social 
Security Act. 

C. OLD-AGE, SURVIVORiS, AND DIsABILITY INSURfANCE AMENDMENTS 

1. BENEMI CHANGES 

(a) 	 7-percent acros8-the-board increase in old-age, 8Urvi'vors, and 
disabilityinsurancebenefits 

The bill provides a 7-percent across-the-board -benefit increase, 
effective retroactively beginning with January 1965, with a minimum 
increase of $4 for retired workers at age 65. These increases will be 
made for the 20 million social security beneficiaries now on the rolls. 

Monthly benefits for workers who retire at or after 65 would be 
increased to a new minimum of $44 (now $40) and to a new maximum 
of $135.90 (now $127). In the future, creditable earnings under the 
increase in the contribution and benefit base to $5,600 a year (now 
$4,800) would make possible a maximum benefit of $149.90. 

The maximumi amount of benefits payable to a family on the basis 
of a single earnings record would be related to the worker's average 
monthly earnings at all earnings levels. Under present law, there is 
a $254 limit on family benefits which operates over a wide range of 
average monthly earnings. Under the bill, until 1971, the highest 
family maximum would be $312. 

Under the second-step increase in the wage base to $6,600 to be 
effective in 1971, also provided in the bill-, the worker's primary
benefit would range from a minimum of $44 to a future possible 
maximum of $167.90 a month. Maximum family benefits up to $368 
would also be payable. 
(b) 	 Paymentof child' insurancebenefits to childrenattending school 

or college after attainment of age 18 and up to age 22 
H.R. 6675 includes the provision adopted by both House and Senate 

last year which would continue to pay a child's insurance benefit 
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until the child reaches age 22, provided the child is attending a public
or an accredited school, including a vocational school or a,college, as a
full-time student after he reaches age 18. Children of deceased,
retired, or disabled workers would be included. No mother's or wife's
benefits would be payable if the only child in the mother's care is one
who has attained age 18 but is in school. 

This provision will be effective January 1, 1965. It is estimated that
295,000 children will be able to receive benefits for a typical school 
month in 1965 as a result of this provision. 
(c) Benefits for widoW8~at age 60 

The bill would provide the option to widows of receiving benefits
beginning at age 60, with the benefits payable to those who claim
them before age 62 being actuarially reduced to take account of the
longer period over which they will be paid. Under present law,
full widow's benefits and actuarially reduced worker's and wife's bene
fits are payable at age 62. 

This provision, adopted by both Houses of Congress last year, would
be effective for the second month after the month of enactment. It is
estimated that 185,000 widows will be able to get benefits immediately
under this provision. 
(d) Amendment of disabilityprogram 

(i) Definition.-HI.R.6675 would eliminate the present requirement
that a worker's disability must be expected to result in death or to be
of long-continued and indefinite duration, and instead provide that an
insured worker would be eligible for disability benefits if he has been
totally disabled throughout a continuous period of at least 6 calendar
months. Benefits payable by reason of this change would be paid for
the second month following the month of enactment. 

(ii) Payment period.-The period during which an individual must
be under a disability prior to entitlement of benefits is reduced by
1 month under the bill. Disability benefits would be payable be
ginning with the last month of the 6-month waiting period
rather than with the first month after the 6-month waiting period as
under existing law. This change would be applicable to all cases in
which the last month of the waiting period occurs after the month of 
enactment. 

It is estimated some 155,000 disabled workers and dependents will 
be benefited by these provisions.

Certain changes are also made in the provision terminating dis
ability benefits and waiving subsequent waiting periods so as to make
them more restrictive when applied to shorter term disabilities 

(iii) En~titlement to disability benefits after entitlement to benefits
payable on account of age.-Under the b ill, a person who becomes
entitled before age 65 to a benefit* payable' on account of old age
could later become entitled to disability 'insurance benefits. 

(iv) Allocationof contributionincome between OASI and DI trust 
funds.-Under the bill, an additional one-fourth of 1 percent of taxable 
wages and three-sixteenths of 1 percent of taxable self-employment
income would be allocated to the disability insurance trust fund,
bringing the total allocation to three-fourths of 1 percent and nine-
sixteenths of 1 percent, respectively, beginning in 1966. 



14 SOCIAL SECURIT'Y AMENDMENTrS OF 1965 

(e) Bene#l8 to certainpergons atage 793 or o~ver 
Your committee's bill ado ts a provision approved by the House and 

Senate last year, which woufd liberalize the eligibility requirements by
providing a basic benefit of $35 at age 72 or over to certain persons with 
a minimum of three quarters of coverage acquired at any time since 
the -beginning of the program in 1937. To accomplish this, a new 
concept of "transitional insured status" is provided. Present law
requires a minimum. of six quarters of coverage in employment or 
self-employment.

(i) Men and womaen worker8.-The concept of "transitional insured
status" which would make an individual eligible for an old-age or wife's 
benefit provides that the oldest workers will receive benefits with 
only three quarters of coverage, under the bill. These three quarters 
may have been acquired at any time since the inception of the program
in 1937.. For those who are not quite so Qldl the quarters of coverage
requirement would increase until the requirement merges with the 
present minimum requirement of six quarters.

The following table illustrates the operation of the "transitional 
insured status" provision for workers. 

Transitional insured atatus requirementswith respect to workers benefits I 

men Women 

Quarters of Quarters ofAge (in 1965) coverage Age (in 1965) coverage
required required 

76orover ------------------------ 3. 73 orover ------------------------ B3.7-------------- ----- 4. 72 ------------------------------- 474------------------------------- 5. 71------------------------------- 5.
73 or younger --------------------- S6or more. 70 or younger --------------------- 6or more.


IBenefits will not be payable, however, until age 72. 

(ii) Widows.-Any Widow who is age 72 or over in 1966, if her
husband died or rechd age 65 in 1954 or earlier, could get a widow's 
benefit if her husband had at least three quarters of coverage. Present
law requires six quarters.

If the husband died or reached 65 in 1955, the requirement would
be four quarters. If he died or reached 65 in 1956, the requirement
would be five quarters. If he died or reached 65 in 1957 or later, the
minimum requirement would be six quarters, the same as present law. 

For widows reaching age 72 in 1967 and 1968, there is a "grading
in" of the quarters of coverage requirement; which would be four or
five quarters of coverage, respectively. Widows reaching age 72 in 
in 1969 or after wouldb subject to the requirements of existing law
of six or more quarters of coverage.

The table below sets forth the requirements as to widows: 
Transitionsa insuared status requirements with respect to widow's benefits 

Proposed quartersrequired for widowYear of husband's death (or Present attaining age 72 in-
attainment of age 65, if earlier) quarters ____________________ 

required 
1966 or before 1967 1968 

1954or before -------------------------------------64----
19655------------------------------- 6------------4--------------4-------------. 
1956 ---------------------------- a-------6------- -------------- -------------1957 or after ------------------------- 60 or more ---- 6 or more---- 6 or more---- 6 or more. 
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(iii) Basic benefits.-Men and women workers who would be eligible

under the above-described provisions for workers would receive a

basic benefit of $35 a month. A wife who is aged 72 or over (and who

attains that age -before 1969) would receive one-half of this amount,

$17.50. No othier dependents' basic benefits would be provided under

thesegpovisions.


Widows would receive $35 a month under the above-described

provision.


These provisions would become effective for the second month after

the mont~hof enactment, at which time an estimated 355,000 people

would be able to start receiving benefits.

() Retirement test 
H.R. 6675 liberalizes the social security earned income limitation so 

that the uppermost limit of the "band" of $1 reduction in benefits for 
each $2 in earnings is raised from $1,700 to $2,400. Under existing
law the first $1,200 a year in earnings is wholly exempted, and there 
is a $1 reduction in benefits for each $2 of earnings up to $1,700 and 
$1 for $1above that a-mount. 

Your committee's bill would increase the $1 for $2 "band" so that 
it would apply between $1,200 and $2,400, with $1 for $1 reductions 
above $2,400. This change is effective as to taxable years ending after 
1965. 

The bill also exempts certain royalties received in or after the year
in which a person reaches age 65 from copyrights and patents obtained ~ 
before age 65, from being counted as earnings for purposes of this test, 
effective as to taxable years beginning after 1964. 
(g') -Wife'sandwidow's benefits fordiigrovedwomenL 

Your committee's bill would authorize payments of wife's and 
widow's benefits to the divorced wife aged 62 or over of a retired, de
ceased, or disabled worker if she had been married to the worker for at 
least 20 years before the date of the divorce and if her divorced hus
band was making (or was obligated by a court to make) a substantial 
contribution to her support when he became entitled to benefits, became 
disabled, or died. H.R. 6675 would also provide that a wife's benefits 
would not terminate when the woman and her husband are divorced if 
the marriage has been in effect for 20 years. Provision is also made 
for the reestablishment of benefit rights for a widow or a wife who re
marries and the subsequent marriage lasts less than 20 years. These 
changes are effective for the second month following the month of 
enactment. 
(h) Adoption of child by retiredworker 

Your committee's bill would change the provisions relating to the 
payment of benefits to children who are adopted by old-age insurance 
beneficiaries to require that, where the child is adopted after the 
worker becomes entitled to an old-age benefit, (1) the child must be liv
ing with worker (or adoption proceedings have begun) in or before the 
month when application for old-age benefits is filed; (2) the child must 
be receiving one-half of his support for the entire year before the 
worker's entitlement; and (3) the adoption must be completed within 
2 years after the worker's entitlement. 



16 SOCIAL SECURITY AMENDMENTS OF 1985 

2. COVERAGE CHANGES 

The following coverage provisions were included: 
(a) Physic-nsandinterns 

Self-employed physicians would be covered for taxable years ending
after December 31, 1965. Interns would be covered beginning on 
January 1, 1966. 
(b) Farmer 

Provisions of existing law with respect to the coverage of farmers 
would be amended to provide that farm operators whose annual gross
earning ae$2,400 or less (instead of $1,800 or less as in existing
law) cnreport either their actual net earnings or 66% percent (as
in pr~eset law) of their gross earnings. Farmers whose annual gross
earnings are over $2,400 would report their actual net earnings if over 
$1,600, but if actual net earnings are less than $1,600, they may
instead report $1,600. (Present law provides that farmers whose. an
nual gross earnings are over $1,800 report their actual net-earnings
if over $1,200, but if actual net earnings are less than $1,200, they 
may report $1,200.) 
(c) Ca8A tips 

Coverage of cash tips received by an employee in the course of his 
employment as wages would be provided, effective as to tips received 
after 1965. 

(i) Reporting of tip8.-The employee would be required to report 
to his employer in writing the amount, of tips received and the em
ployer would report the employee's tips along with the employee's
regular wages. The employee's report to his employer would include 
ti.ps paid to him through the employer as well as those received 
directly from customers of the employer. Tips received by an em
ployee which do not amount to a total of $20 a month in connection 
with his work for any one employer would not be covered and would 
not be reported. 

(ii) raw 3on tips.-The employer would be required to withhold 
social security taxes only on tips reported -by the employee to him. 
Unlike the provision in last year's House bill, this provision requires
the employer to withhold income tax on such reported tips.

The employer would be responsible for the social security tax on 
tips only if the employee reported the tips to him within 10 days
after the end of the month in which the tips were received. The em
ployer would be permitted to gear these new procedures into his usual 
payroll periods. The employer would pay over his own and the em

poee's share of the tax on these tips and would include the tips with 
his reg~ular reports of wages. If at the time the employee report is due 
(or, in cases where the report is made earlier-if between the making
of the report and the time it is due), the employer does not have unpaid 
wages or remuneration of the employee under his control sufficient to 
cover the employee's share of the social security tax applicable to the 
tips reported, the employee will pay his share of the tax with his report.

If the employee does not report his tips to his employer within 10 
days after the end of the month involved, the employer would have 
no liability. In such a case the employee alone would be liable not 
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only for the amount of the employee tax but also an additional 
amount equal to the employee tax. 

For purposes of withholding income tax on tips, the employer is 
required to deduct and withhold only on the tips reported to him and 
only -tothe extent that the tax can be deducted and withheld before 
the close of the calendar year from wages (excluding tips, but includ
ing funds turned over to the employer by the employee for such pur
pose) under the control of the employer. 
(d) State andlocalgovernmentem~ployee8 

Several changes made by the bill would facilitate social security 
coverage of additional employees of State and local governments. 
(e) Exoemption of certainrelbgiussect8 

Members of certain religious sects may be exempt from the tax on 
self-employment income and from social security coverage upon appli
cation which would be accompanied by a waiver of benefit rights. 

An individual eligible for the exemption must be a member of a 
recognized religious sect (or a division of a sect) who is an adherent 
of the established teachings of such sect by reason of which he is con
scientiously opposed to acceptance of the benefits of any private or pub
lic insurance, making payments in the event of death, disability, old-
age, or retirement, or making payments toward the cost of or provid
ing services for, medical care (including the benefits of any insurance 
system established by the Social Security Act). 

The Secretary of Health, Education, and Welfare must find 
that such sect has such teachings and has been in existence at all 
times since December 31, 1950, and that it is the practice for members 
of such sect to make prvso for their dependent members which, 
in the Secretary's judgxnent, is reasonable in view of their general
level of living. The exemption for previous years (taxable years 
ending prior to December 31, 1965) must be filed by April 15, 1966. 

The exemption would be effective as early as taxable years beginning 
after December 31, 1950. 

3. MISCELLANEOUS 
(a) Filingof proof 

H.R. 6675 extends indefinitely the period of filing of proof of sup
port for dependent husbands, widowers and parent's benefits, and 
for filing application for lump-sum death payments where good cause 
exists for failure to file within the initial 2-year period. 
(b) Automatic recoinputationof benefit 

The benefits of people on the rolls would be recomputed automat
ically each year to take account of any covered earnings that the 
worker might have had in the previous year and that would increase, his 
benefit amount. Under existing law there are various requirements 
that must be met in order to have benefits recomputed, including filing
of an application and earnings of over $1,200 a year after entitlement. 
(c) Militarywage credits 

Your committee's bill revises the present provision authorizing re
imbursement of the trust funds out of general revenue for gratuitous
social security wage credits for servicemen so that such payments will 
be spread over the next 50 years. 
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4. FINANCING OF OASDI AMENDMENTS 

The benefit provisions of IHLR. 6675 are financed by (1) an increase 
in the earnings base from $4,800 to $5,600 (effective Januar 1, 1966), 
and $6,600 (effective 1971), and (2) a revised tax rate schedule. 

The tax rate schedule under existing law and the revised schedule 
provided by the bill for the OASDI program follow: 

[In percent] 

Employer-employee rate Self-employed rate 
Y(each 

Present law Bill Present law Bil 

1985--------------------------------------- 3.625 3.625 5.4 5.4 
19866-------------------------------------- 4.125 4.0 6. 2 6.0 
1967 --------------------------------------- 4.125 4.0 6. 2 6. 0 
1968 --- -------------------- 4.625 4.0 6.0 6. 0 
1969-72-----------------4.625 4.4 6.9 6.6 
l973 andatr----------------4.625 4.8 6.9 7.0 

5. AMOUNT OF ADDITIONAL BENEFITS IN THE FULL YEAR 1966 

7 percent benefit increase ($4 minimum, in pri
mary benefit) -------------------------------- $1,430,000,000.


Child's benefit to age 22 if in school ------------ $195,000,000.

Reduced age for widows ----------------------- $165,000,000 (no long-range


charge to system because 
of actuarial reduction). 

Reduction in eligibility requirement for certain 
persons aged 72 or over ----------------------- $140,000,000.


Liberalization of disability definition ----------- $105,000,000.

Liberalization of retirement test--------------- $65,000,000.


D. PUBIsu ASSISTANCE, AMENDMENTS 

1. INCREASED ASSISTANCE PAYMENTS 

The Federal share of payments under all State public assistance 
programs is increased a little more than an average of $0,.5O a month 
for the needy aged, blind, and disabled and an average of about $1.25 
for needy children, effective January 1, 1966. This is brought about 
by revising the matching forula for the needy aged, blind, and 
disabled (and for the ault categories in title XVI) to provide a 
Federal share of $31 out of the first $37 (now twenty-nine thirty-fifths 
(29/35') of the first $35) up to a maximum of $75 (now $70) per month 
per individual on an average basis. The matching formula is revised 
for aid to families with dependent children so as to provide a Federal 
share of five-sixths (5/6) of the first $18 (now fourteen-seventeenths 
(14/17). of the first $17) up to a maximum of $32 (now $30). A pro
vision is included so that States will not receive additional Federal 
funds except to the extent they pass them on to individual recipients.
Effective January 1, 1966. Cost About $150 million a year. 

2. TUBERCULAR AND MENTAL PATIENTs 

H.R. 6675 removes the exclusion from Federal matching in old-age 
assistance and medical assistance for the aged programs (and for 
combined program, title XVI) as to aged individuals who are patients
in institutions for tuberculosis or mental diseases or who have been 
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diagnosed as having tuberculosis or psychosis and, as a result, are 
patients in a medical institution. The bill requires as condition of 
Federal participation in such payments to, or for, patients in mental 
hospitals certain agreements and arrangements to assure that better 
care results from the additional Federal money. The States will re
ceive additional Federal funds under this provision only to the extent 
they increase their expenditures for mental health purposes under 
public health and public welfare programs. The bill also removes 
restrictions as to Federal matching for needy blind and disabled who 
are tubercular or psychotic and are in general medical institutions. 

Effective January 1, 1966. Cost: About $75 million a year. 

3. PR(YIECTIVE PAYMENTS TO THIRD PERSONS 

A provision for protective payments to third persons on behalf of 
old-age assistance recipients (and recipients on combined program,
title XVI program) unable to manage their money because of physical 
or mental incapacity is added by H.R~. 6675. Effective January 1, 1966. 

4. EARNINGS EXEMP'flON UNDER OLD-AGE ASSISTANCE 

Your committee's bill increases earnings exemption under old-age
assistance program (and aged in combined program) so that a State 
may, at its option, exempt the first $20 (now $10) and one-half of the 
next $60 (now $40) of a recipient's monthly earnings. Effective Janu
ary 1,1966. Cost: About $1million first year. 

5. DEFINITION OF MEDICAL ASSISTANCE FOR AGED 

1I.R. 6675 modifies the definition of medical assistance for the aged 
so as to allow Federal sharing as to old-age assistance recipients for the 
month they are admitted to or discharged from a medical institution. 
Effective July 1,1965. Cost: About $2 million. 

6. EXEMPTION OF RETROACTIVE OASDI BENEFIT INCREASE 

The bill adds a provision which would allow the States to disregard 
so much of the OASDI benefit increase (including the children in 
school after 18 modification) as is attributable to its retroactive ef
fective date. 

7. ECONOMIC OPPORTUNITY ACT EARNINGS EXEMPTION 
H.R. 6675 also provides a grace period for action by States that have 

not had regular legislative sessions, whose public assistance statutes 
now prevent them from disregarding earnings of recipients received 
under the Economic Opportunity Act. 

S. JUDICIAL REVIEW OF STATE PLAN DENIALS 

The bill provides for judicial review of the denial of approval by
the Secretary of Health, Education, and Welfare of State public assist
ance plans and of his action under such programs or noncompliance
with State plan conditions in the Federal law. 



III. GENERAL DISCUSSION OF THE BILL 

A. PRoviisioNs RiELATED To HEALTH CAIE 
Today, few older people are free of the fear that costly illness will 

exhaust their savings. In many instances the one or more episodes of
hospitalization which virtually all aged people will experience can 

quckly dissipate whatever savings they have been able to accumulate 
four their later years. The frequent medical attention required by older 
gleople suffering from chronic illness can also be a serious drain on their 
nancial resources 
A large and growing proportion of the elderly applying for public

assistance have hdTo o so only because they cannot afford needed 
health care. Frequently the assistance for which they must apply is 
very limited in scope and inadequate to meet their needs. 

Your committee as been concerned about this problem for a num
ber of years. As may be recalled, in 1960 in the 86th Congress after 
very careful and exhaustive review of the situation and many pro
posed solutions, the Committee on Ways and Means concluded that
further Federal legislation was necessary. The result was the formula
tion and enactment of the medical assistance for the aged program, 
more popularly referred to as the "Kerr-Mills" progrm.i. At that time 
it was the view of your committee that such a program should be under
taken to determine whether it would or could adequately meet the 
national need. It has now been 5 years since enactment of the 1960 
Social Security Amendments and there has been opportunity to eval'
uiate the implementation of the medical assistance for the aged pro
gram and to formulate a judgment as to the extent to which this na
tional problem is being met. The Committee on Ways and Means 
has conducted public hearings in the past two Congresses on this sub
ject, the more recent of which was just last year. Although your com
mittee believes that the Kerr-Mills legislation as a whole has been very
beneficial to the needy aged in our country, it has now concluded that
the overall national problem of adequate medical care for the aged has 
not been met to the extent desired under existing legislation because 
of the failure of some States to implement to the extent anticipated
and thus the existing program is inadequate to solve the problem. 

torcommittee, therefore, has concluded that a more comprehensive
Feoderral program as to both persons who can qualify and protection
afforded is require.'

Therefore, a thredefold approach to meet this national problem has 
been developed. First, since your committee believes that Govern
ment action should not be limited to measures that assist the aged
only after they have become needy, your committee recommends more
adequate and feasible health insurance protection under two separate
but complementary programs which would contribute toward making
economic security in old age more realistic, a more nearly attainable 
goal for most Americans. In addition, your committee recommends, 

20 
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as will be discussed later in this report, a strengthening of the medical 
assistance provisions of the Social Security Act so that adequate medi
cal aid may be provided for needy people. 

The first of the two insurance programs consists of protection 
against the costs of hospital and related care. This hospital insur
ance plan would be financed through a new special tax separate from 
existing social security taxes and the contributions collected would be 
kept entirely separate from the funds of the existing program in a 
new Federal hospital insurance trust fund. The proposed hospital in
surance would be financed through the new tax contributions during 
the individual's working lifetime with benefits available at age 65. 

In past amendments to the Social Security Act, when new programs 
have been developed or when significant changes have been made to 
meet a national need, the Congress has followed the practice of extend
ing the new or enhanced benefits not only to those who will become 
eligible for them in future years but also to the individuals then cur
rently on the rolls. This has been done, of course, with the knowledge 
that the current beneficiaries on the rolls have not made contributions 
specifically for increased benefits or the new benefits then being pro
vided. For example, every ~ash benefit increase which has been pro
vided has been made equally available to the currently retired as well 
as to those who would retire in the future. A further example is the 
extension of the disability insurance benefit provisions in 1956 to -both 
the then currently disabled individuals (who met the requirements) 
as well as to those would become disabled in the future (and who 
would meet the eligibility requirements). This, of course, does mean 
that the already-retired group, which has made no contributions for 
the hospital insurance part of the program, represents in this sense 
an "unfunded" liability which has to be met out of future contribu
tions. However, the practice has always been to cover the present 
beneficiaries and basic to it is the recognition that the problem which 
such new legislation is designed to meet exists equally with regard to 
them as with regard to those who will become eligible in the future. 
It may be noted that the same practices are often followed under 
private pension plans-namely, to extend benefit liberalizations to 
existing pensioners on the rolls when doing so for future pensioners. 

The second of the two insurance programs is a voluntary supple
mentary health insurance plan that would cover a. substantial part 
of the cost of physicians' services and a number of other health items 
and services not covered under the hospital insurance program. At 
the beginning the voluntary supplementary plan would be financed 
through monthly premiums of $3, and through equal, matching con
tributions from Federal Government general revenues. The com
bined coverage of the two insurance plans would result in protection 
for the elderly of a quality that only a few older people can now 
afford. Most elderly people could be expected to have the protection 
of both of these insurance programs. 

The provision of insurance against the covered costs would encour
age participating institutions agencies, and individuals to make the 
best of modern medicine more readily available to the aged. 

The bill specifically prohibits the Federal Government from exercis
ing supervision or control over the practice of medicine, the manner 
in which medical services are provided, and the administration or 
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operation of medical facilities. Further, the bill specifically provides
that a beneficiary may obtain services from any participating institu
tion, agency, or person who undertakes to provide him with the 
services. The responsibility for, and the control of, the care of the 
beneficiaries rests with the hospitals, extended care facilities, the bene
ficiaries' physicians, etc. 

There will be no coverage of, or payment for, physicians' services 
under the hospital insurance program, which is financed through the 
separate payroll tax. Coverage of physicians' services is limited to 
the voluntary supplementary program which is financed by premiums
of beneficiaries and from general funds of the Treasury.

In establishing the complementary plans for medical care for the 
aged in this bill, no special recognition is being given to the lower 
rate of hospital utilization which might be experienced by aged persons
under comprehensive health care plans. However, it is not the inten
tion of your committee by this action to adversely affect those org~ani
zations which provide and operate comprehensive health care services. 
On the other hand, it is the hope of your committee that the develop
ment of comprehensive health care plans be encouraged. 

1. BASIC PLAN-11OSPITAL IWSURANCE, ETC. 

(a) Eligibilityfor protectionunder th~eba8ioplan 
The proposed basic hospital insurance would be provided (on the 

basis or a new section in title II of the act) for people aged 65 and 
over who are entitled to monthly social security benefits or to an
nuities under. the Railroad Retirement Act. in addition, people
who are now aged 65 or will reach age 65 within the next few years
and who are not insured under the social security or railroad pro
grams would nevertheless be covered under the basic plan. In July
1966, when the program would become effective, about 17 million peo
ple aged 65 and over who are eligible for social security or railroad 
retirement benefits, and about 2 million aged who would be covered 
under a special transitional provision, wou~ld have the proposed basic 
hospital insurance. 

Included under the special provision would be all uninsured people
who have reached 65 before 1968. As to persons reaching 65 after 
1967, they would have to have the quarters of coverage that are indi
cated in the following table: 

Quarters of coverage required for OAS1 cash. benefits as compared to hospital 
insurance 

men Women 
Year attains age 65 ____ 

OASI Hoptl OASI Hsia 

2267 or before---------------------------------------- 6-16 0 6-13 0196--------------------------------------- ---------- 17 6 14 6 
im- --- - -- -- ----- - -- --- - - -18 9 15

1971 ------------------------------------------------ 19 12 16 12
g 

19-- -1 ----- -- -- ----- --- - - -- - -21 18 18 (I) 
1974 ------------------------------------------------ 2 21 is1 

2Same as OASL 
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As indicated in the table, by 1974 the quarter coverage required for 
cash benefits and hospitalization insurance benefits will be the same and 
the "transitional" provision will phase out. 

Together, these two groups comprise virtually the entire aged popu
lation. The persons not protected would be Federal employees
who retired after July 12 1960, and have had the opportunity to come 
under the liberal provisions of the Federal Employees Health Bene
fits Act of 1959. Others excluded would be aliens who have not 
been residents of the United States for 10 years and certain subversives. 

Currently, 93 percent of the people reaching age 65 are eligible for 
benefits under social security or railroad retirement and this percentage
will rise to close to 100 percent as the program matures. Thus, over the 
long run virtually all older people will earn entitlement for the pro
posed hospital insurance. 
(b) Bene/it8 

Persons entitled to benefits under the hospital insurance plan would 
be eligible to have payments made for inpatient hospital care and for 
important additional benefits covering posthospital extended care,
posthosliftal home health services, and certain outpatient hospital
diagnostic studies. 

Benefits would be payable for covered hospital and related health 
services furnished beginning July 1, 1966. Posthospital extended 
care benefits would be effective January 1,1967. 

(1) Inpatienthospi&tal bene/it8 
The proposed inpatient hospital benefits would, except for a deduc

tible amount, cover the cost of services provided by (or under arrange
menits with) participating hospitals (including tuberculosis hospitals,
but not psychiatric hospitals-the latter would be covered under the 
voluntary supplementary plan) for up to 60 days in any one "spell of 
illness." A spell of illness would normally begin with the day a bene
ficiary enters a hospital and end after the beneficiary has remained 
out of a hospital and out of an extended care facility for 60 consecutive 
days. 

If a person is in a tuberculosis hospital at the time be becomes en
titled to benefits, the days he has already been in the hospital would 
count toward the 60-day limit on coverage of care in such a hospital
during a spell of illness. This provision is,in keeping with the intent 
of the basic plan to cover only the active phase of treatment and not to 
cover 60 days of care for a person who may have been institutionalized 
for years previously.

The deductible amount applicable. to inpatient hospital services at 
the beginning of the program would be $40 per spell of illness. The 
deductible would be changed thereafter, -butnot before 1969, to keep 
pace with increases in hospital costs. Each year, begnninmg 'in 1968,
the Secretary would determine the amount of the deductible applicable
for the succeeding years on the basis of 'the relationship between the 
average amount paid per day for inpatient hospital services during
the preceding year and the rate for 1966. Increases in the deductible 
amount would 'be made in $5 steps so that changes of a few cents or even 
of a few dollars would not have to be made immediately following
each such change. However, over a period of time these changes
would accurately reflect the changes in hospital costs. Small annual 
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changes would not oniy be an administrative problem, but they would 
also increase the problems of keeping beneficiaries informed ofhhe ap
plicable deductible. 

Co'vered 8er~Vie8-The reasonable cost of service ordinarily provid
ed to inpatients by hospitals (other than physician's services, and cer
tain other items), including new services and techniques as they are 
adopted in the future, would be paid for. Services furnished to in
patients by others under arrangements with a hospital could also be 
covered if the arrangements call for billing for the services to be 
through the hospital exclusively. Since the reasonable cost of the 
services. would be covered, hospitals would not be deterred, because of 
nonpaying or underpaying patients in this aged group, from trying to 
provide-the best of modern care. The following are the maj or items 
and services that-would be-paid for. 

Hospital room and board would be paid in full in accommodations 
containing from two to four beds. Payment would also be made for 
private accommodations where their use is medically indicated-ordi

nariy onywen te paien's condition requires him to be isolated. 
Wherpriate ccomodatons are furnished for the patient's com

for, te pymets oul coer nlytheequivalent of the reasonable 
costof ccomodtios cntanin tw tofour beds; the patient would 

pay the extra charges for the riaeroom. 
Nursing services ordinari y furnished by hospitals would be paid 

for, but private duty nursing ol not be covered. 
Payments would not be made under the hospital insurance plan for 

the services of physicians, except services provided by interns and 
residents in training under approved teaching programs. Like other 
physicians' services, the services of radiologists, anesthesiologists, 
pathologists, and other physicians employed by the hospital or working 
through the hospital would be paid for under the voluntary supple
meqntary plan; such services would not be covered under the hospital 
insurance plan. However, the services of the nonphysicians aiding such 
persons would be covered under the hospital insurance plan. 

Drugs and biologicals furnished to hospital patients for their use 
while inpatients would be paid for. Payment would be provided for 
all drugs and biologicals which are listed in the United States Phar
macopoeia or National Formulary or New~ Drugs or Accepted Dental 
Remedies (except for any drugs and biologicals unfavorably evaluated 
therein), or which are approved by the pharmacy and drug therapeu
tics Committee (or equivalent committee) of the medical staff of the 
hospital furnishing the drugs and biologicals. (These publications 
have been compiled and are Maintained by the professional organiza
tions concerned with the proper use of drugs.) The alternative require
m1ent of approval by a committee of the medical staff of the hospital, is 
in line, with the recommendations of the American Hospital Associa
tion, American Medical Association, American Pharmaceutical Asso
ciation, and the American Society of Hospital Pharmacists. These 
organizations jointly have recommended that hospitals adopt a f or

mulaysste baed ponthe functioning of a pharmacy and drugs 
therpeuicscommtte ofthemedical staff of the hospital as a means 
of potetin hopitl'spatients against drugs of poor quality.th 
Innoatin us ofnewdrugs would not be discouraged bead th 

cause such hospital commite could adopt for use any new drugs 
which it approved. 



SOCIAL SECURITY AMENDMENTS OF 1965 25 

The exception to the coverage of drugs and biologicals that are listed 
in the publications New Drugs or Accepted Dental Remedies is in
tended only to exclude the payment for drugs which have 'been 
unfavorably evaluated for all medicinal uses or for the medicinal use 
to which it is being put.

The intent of the provisions for determining which drugs and 
biologials are covered is to permit payment for all drugs and biologi

calsiwich medical and medically related organizations have evaluated 
and selected as being p roper for use in the course of good patient care. 

There will be a deductible in an amount equal to the cost of the first 
3 pints of blood furnished for an individual during a spell of illness. 
The difference between the cost of the blood to the hospital and the 
charge to the beneficiaryr would be deducted from the payments the 
proposed program would otherwise make to the hospital. Thus the 
hospital would not make a profit on the blood for which it charges a 
beneficiary. Your committee included this deduction provision in the 
interest of t~he voluntary blood replacement programs, which encour
age donations of blood by waiving charges for blood which the patient 
arrangyes to replace. The limitation of the deduction to 3 pints of 
blood was made in view of the problems aged people would have in 
securing replacement of, or paying for, large quantities of -blood. 

Supplies and appliances would be paid for under the hospital in
surance plan when they are a necessary part of the covered 
inpatient hospital services a patient receives. For exampe the use 
of a wheelchair, crutches, or prosthetic appliances could be pid for 
as part of hospital services but payment for hospital services would 
not cover furnishing these items to the patient for use after -hisdis
charge. (However, the cost of using these items after hospitalization 
might be paid for if needed as part of the posthospital extended care 
he might receive or it might be provided under a plan for his home 
health services.) Items supplied at the request of the patient for his 
convenience, such as television rental in hospitals, would not be, paid 
for under the program.

Conditions of participatiom.-Yourcommittee's bill lists conditions 
that hospitals must meet in order to participate in the proposed pro
gram. These conditions for participation are included to provide 
assurance that participating institutions are safe, that they have facili
ties and organization necessary for the,provision of adequate care, and 
that they exercise their responsibility to discourage improper and 
unnecessary utilization of their services and facilities. The inclusion 
of these conditions is designed to support the efforts of the various 
professional accrediting organizations sponsored by the medical and 
hospital associations, health insurance plans, and other interested 
parties to improve the quality of care in hospitals. To allow pay
ments to institutions for services of lower quality than are now gen
erally acceptable might reduce the incentive for establishing high-
quality institutions or for maintaining high standards where they now 
exist. 

In order to participate in the program, hospitals would be required
to satisfy conditions specified in the bill relating to clinical records, 
medical staff bylaws, and utilization review. They would also have to 
meet certain other specified requirements. The bill authorizes the 
Secretary to prescribe such further requirements as the Secretary finds 

45-399 0-65--3 
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necessary in the interest of health and safety This authority is pro
posed because it would be inappropriate and unnecessary to include in 
the legislation all the precautions against fire hazards, contagion, etc.,
which should 'be required of institutions to make them safe. The 
health and safety requirements prescribed by the Secretary (including 
any requirements requested by a State which are higher than those 
prescribed for other States), cannot, however, be more strict than the 
comparable conditions prescribed for accreditation of hospitals by
the Joint Commission on Accreditation of Hospitals. Thus, the 
Secretary could, for example, require participating-hospitals to main
tain tissue committees which reexamine the condition of the organs re
moved during surgery and to meet other conditions which the health 
professions consider necessary to good patient care, but the Secretary
could not set the hospital standards above the professionally estab
lished level. 

Hospitals accredited by the Joint Commission on Accreditation of 
Hospitals would'be conclusively presumed to meet all the conditions 
for participation, except for the requirement of utilization review
(if the Joint Commission adopts a requirement for utilization review,
the Secretary could accept accreditation by the Joint Commission as 
sufficient evidence that a hospital meets all the requirements of the law.)
Linking the conditions for participation to the requirements of the 

Jon ommission provides further assurance that only professionally
established conditions would have to be met by providers of health 
services which seek to participate in the program.

The conditions of participation for tuberculosis hospitals would be 
similar to those for other hospitals, though differing in some respects
due to their different purpose. To provide assurance that the pro
graim while paying for active treatment in tuberculosis hospitals
would avoid paying for care that is merely custodial, the conditions 
of participation require that the hospital be accredited by the Joint 
Commission on Accreditation of Hospitals, that its clinical records be 
sufficient to permit the Secretary to determine the degree and intensity
of treatment furnished to beneficiaries, and that it meet staffing re
quirements the Secretary finds necessary for carrying out an active 
treatment program. A distinct part of an institution can 'be considered 
a tuberculosis hospital. if it meets the conditions even though the in
stitution of which it is a part does not; and if the distinct. part meets 
requirements equivalent to accreditation requirements, it. could qualify
under the program even though the institution is not accredited. 

Your committee recognizes that there will be emergency situations 
where an individual who is eligible for hospital insurance benefits will 
go or be taken to a hospital that does not participate in the program.
For example, an accident victim might have to be taken immediately 
to the nearest hospital, either for outpatient diagnosis and treatment 
or for admission as an inpatient. Your commit-tee's bill would permit
the payment of benefits or emergency hospital diagnostic services or 
inpatient care in such cases until it is no longer necessary from a medi
cal standpoint to care for the patient in a nonparticipating institution. 
To be paid under the program for its services, t~he nonparticipating
hospital, like participating hospitals, would have to agree not to charge
the patient amounts (except the deductibles) in addition to the pro
gram's payments for covered services. 
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Christian Science sanatoriums that are operated or listed and certi
fied by the First Church of Christ, Scientist, in Boston, could partici
pate in the program as "hospitals." The participation of these 
institutions and the payment for items and services furnished by them 
would be subject to such conditions, limitations, and requirements as 
may be provided in regulations. In general, how ever, your committee 
intends that payments to Christian Science sanatoriums would cover 
costs of services ordinarily furnished by these sanatoriums to patients 
which are comparable to those for whdich payment could be made to 
hospitals and intends these sanatorium services to be a substitute 
for, and not an addition to, medical services that might be furnished 
to a person if his religious beliefs were not contrary to the use of the 
usual facilities. Coveragres and exclusions applicable to hospital care 
would also apply in these institutions. For example, the services of 
a Christian S~cience nurse would be covered unless her duties are those 
of a private duty nurse or attendant; similarly, the services of a, Chris
tian Science practitioner, who is the Christian Science counterpart of 
the physician, would not be paid for since physician's services are not 
paid for under the hospital insurance plan. Payme~nt would only be 
made for bedfast patients who, except for their religion, would have 
to have been admitted to a hospital. 

(2) Posthosjvital exetended care beneflt8 
Care in an extended care facility will frequently represent the next 

appropriate step after the intensive care furnished in a hospital and 
will make unnecessary what might otherwise poisibly be -thecontinued 
occupancy of a high-cost hospital bed which is more appropriately 
used by acutely ill patients. 

The posthospital extended care beniefits which would be provided un
der the hospital insurance plan would cover care in qualified extended 
care facilities in cases where the patient was hospitalized for 3 or more 
consecutive days and then transferred to the facility for continued care 
of the same illness within 14 days of his hospital discharge,. A patient
who meets the hospital-transfier requirement and who is then dis
charged from the extended facility to his home could again receive 
extended care benefits in the same spell of illness without being hos
pitalized again if he is readmitted to the facility within 14 days after 
discharge. The hospital-transfer requirement is intended to help 
limit the payment of the extended care benefits to persons for whom 
such care may reasonably be presumed to be required in connection with 
continued treatment, following inpatient hospital care and makes less 
likely unduly long hospital stays. This requirement also helps to 
assure that before a patient is admitted to an extended care facility 
hIls medical condition- and needs will have been adequately medically 
appraised. lInmediate transfer fromtalhospital to a posthospital ex
tended care facility is not required because, in some instances, care in 
such a facility might be found to be needed, for example, only after-a 
trial at convalescent care at the patient's home proves unsuccessful. 
Similarly, the period of extended care services may be interrupted 
briefly and then resumed, if necessary, without ]hospitalization pre
ceding the readmission to the facility. 

Payments could -bemade for 20 days of care in extended care facili
ties plus, at the patient's option, 2 additional days of care for each day 
his hospital stay in a spell of illness is less than 60 days. The payments, 
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would be made for extended care beyond the 20th day of the patient's 
stay in a facility unless he elects otherwise and his election would de
termnine how many -potential hospital days would -be converted into 
extended care coverage and how many conserved for possible future 
need. However, no more than a total of 100 days of extended care 
benefits could -be paid for during any one spell of illness. (The 20 
basic days plus up to an additional 80 days as a result of the 2-for-i 
formula.)

The numberofdyofiptethsiacaefrwihamns 
could be madeduigaseloilnswolberdcdy1dyfr 
every 2 days ofexeddcrabv20frwihpy ntsmd. 

Covered 8erie-hepormwudcvrteiesadevcs
generallyfunsebyoshptaexeddcrfaiiisTeei
clude room and or nto ofu-e comdtos usn 
care, physical, occupational and speech therapy, and suce drg as are 
ordinarily furnished by the facility to its inpatients. In addition, 
payment could be made for the medical services of interns and residents 
in training and other diagnostic and therapeutic services furnished in
patients of the extended care facility 'by a hospit-al with which it has an 

ageemnent for the transfer of patients and exe1i a,;e of medical records. 
PFayment would also be made for physical, occupational, and speech
therapy furnished by a party other than the facility if furnished under 
arrangements which provide for payment for therapy to be made 
through the facility. -Inno case could payment be made for any serv
ice, drug or other item which could notb paid for under the hospital
insurance program if furnished in a hospital. Neither could pay
ment be made for services not generally provided by posthospital ex
tended care facilities. For example, under this rule the use of an 
operating room would not be covered in the case of an extended care 
facility since operating rooms are not generally maintained as part of 
such facilities. 

Condition2 forparticipation.-Aposthospital extended care facility
could be an institution, such as a skilled nursing homie, or a distinct 
part of an institution, such as a ward or wing of a hospital or a section 
of a facility another part of 'whichmight serve as an oljd-age -home. To 
assure that there will be no unnecessary'barriers to the transfer of pa
tients between hospital and extended care facilities when the attending
physician determines the transfer is medically appropriate, a par
ticipating facility would be required (except as noted in the next 
paragraph) have an agreement with a hospital for the transfer of 
patients and interchange of medical records. The requirement of a 
transfer arrangement does not mean that a patient would have to be 
transferred between a hospital and extended care facility which have 
such an arrangement with each other in order to qualify for extended 
care benefits. A transfer arrangement with any hospital would qualify
the facility so that a patient's posthospital extended care would be 
paid for if he was admitted from any hospital.

Where an extended care facility has attempted, in good faith, to 
arragetrnsfr areeentwith nearby hospitals, but failed, the 

Stat agncycoud wivethe requirement for a transfer agreement
if te aenc hatthefacility's participation is in the publicfids 

intreticuand esseuntialto. asring extended care to older people in the 
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Extended care facilities would also be required to satisfy a number 
of conditions necessary for an institutional setting in which high-
quality convalescent and rehabilitation care can be furnished. These 
include conditions relating to the provision of around-the-clock nurs
ing services with at least one registered nurse employed full time, 
the availability of a physician to handle emergencies, the maintenance 
of appropriate medical policies governing the facility's skilled nursing 
care and related services, methods and procedures for handling drugs,
and utilization review. In addition to the conditions specified in the 

bill, the Secretary would be authorized to prescribe such further re
quirements to safeguard the health and safety of beneficiaries as he 
may find necessary. 

(3) Posthosp'italhome health care benefit8 
Payments would be made for visiting nurse services and related 

home health services when furnished in accordance with a plan estab
lished and periodically reviewed by a physician. The proposed pay
ments would be made only for a patient who is under the care of a 
physician and confined to his own home (except when he is taken 
elsewhere to receive services which cannot readily be supplied at. 
home). Since the nature and extent of the care a patient would re
ceive would be planned by a physician, medical supervision of the home 
healthi services furnished by paramedical personnel--such as nurses 
or physical therapists-would ble assured. 

Up to 100 visits by home health personnel would be paid for during 
a 1-year period following the patient's discharge from a hospital or 
extended care facility. To be eligible for home health benefits, the 
b~eneficiary would have to have been an inpatient in a hospital for at 
least 3 days or in an extended care facility and a home health platn for 
his care would have to be developed by a physician and steps would 
have to be taken to implement the plan within 14 days after his 
discharge. 

A "visit" would be defined in regulations. It is contemplated, for 
example, that ordinarily one visit would be charged each time home 
health personnel furnish a covered service to the patient. For instance, 
a visit would be charged each time a therapist would go to the patient's
home to furnish speech therapy. If a beneficiary had a visit from a 
speech therapist and a visiting nurse in the same day, two visits would 
be charged. Similarly, if the patient were to be taken to a hosp~ital to 
receive outpatient therapy that could not be furnished in his own 
home-hydrotherapy, for example-and also received speech ther
apy and other services at the hospital in the course of the same visit, 
two or more visits might be charged. 

Coveredservices.-The proposed posthospital home health payments
would meet the cost of part-time or intermittent nursing services, phy
sical, occupational, and speech therapy, and other related home health 
services furnished by visiting nurse agencies, hospital-based home 
health programs and similar agencies. More or less full-time nurs
ing care would not be paid for under the home health benefits provi
sion. Payments could be made for services furnished by other parties 
under arrangements with such agencies-the services of an independent
physical therapist and interns and residents in training of an affiliated 
hospital, for example. 
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To the extent permitted in regulations, the part-time or intermittent 
services of a home health aide would also be covered. The duties of the
home health aide which would be covered are comparable to those of a
nuirse's aide in the hospital who would have had training and expe
rience that is not ordinarily possessed -by lay people--for example,
training and experience in giving bed baths to ill and bedfast ~patients.
Often, the home health aide's services are essential if the patient is to
be cared for outside a hospital or nursing facility. Food service 
arrangements, such as those of meals-on-wheels programs, or the serv
ices of housekeepers would not be paid for under the home health 
provisions.

While the home health patient would have to be homebound to be
eligible for benefits, provision is .made for the payment for services
furnished at a hospital or extended care f acility or rehabilitation cen
ter which requires the use of equipment that cannot ordinarily be taken 
to the patient in his home. In some cases special transportation ar
rangements may have to be made to bring the homebou-nd patient to
the institution providing these special services. The transportation
itself would not be paid for. If he is furnished other services at the
hospital or facility at the same time, these too could be paid for, even
though they are of a kind that could be furnished in the patient's home. 
But such services would be covered only if they are furnished under ar
rangements which provide for billing through the home health agency.
For example, if it is necessary, because of the size of the equipment in
volved, to take the patient to a hospital to give him physical therapy
and while at the hospital he receives speech-therapy, benefits could be 
paid for both services, but only if the home health agency takes respon
sibility for arranging and billing for all the services. 

Conditions for participation.-The conditions for participation of
home health agencies are designed primarily to assure that participat
ing agencies are basically suppliers of health services. The proposal
would cover visiting nurse organizations as well as agencies specifically
established to provide a wide range of organized home health services.
It would also cover home health services provided by a community

hosita.I orer o prtcipate, the home health agency or organiza
tio woldinddiiontomeeting certain other requirements, either 

hav tobe bea nonprofit organization exempt fromublclyownd o 
Federl wol to be licensed and satisfy staffingtaationor i ave 

requirements and other standards and conditions prescribed by regula
'(ion. It is the understanding of your committee that organizations
providing organized home care on a profit basis are presently non
existent. However, the language of the bill permits covering such
agencies if they come into being, are licensed, and meet the high
standards which the present nonprofit agencies offering organized 
care meet. 

(4) Outpatienthospitaldiagnosticbenefits 
Finally, payment could be made for tests and related services-other 

than those performed by physicians-that are ordinarily furnished by 
a participating hospital to its outpatients for the purpose of diagnostic
study. Payments could also be made. for such service furnished by
others under arrangements with the hospital that provide for the
hilling to be through the hospital. Where the services are furnished
outside the hospital, they would have to be furnishied, in facilities 
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operated by or under the supervision of the hospital or its organized
medical staff. (Diagnostic tests performed in a, physician's office 
would, like other physicians' services, generally be covered under the 
voluntary supplementary plan unless part of a routine physical 
checkup.) 

A deductible amount equal to one-half the deductible amount applic
able in the case of inpatient hospital services would be applied against 
payments for outpatient hospital diagnostic services furnished by the 
same hospital during a 20-day period. The deductible would be $20 
initially (½/ of $0. If, within 20 days after receiving outpatient 
diagnostic services, the individual is hospitalized as an inpatient in 
the same hospital, the amount he paid for the outpatient diagnostic 
services (up to the amount of the outpatient deductible) would be 
credited against the inpatient deductible. Crediting the outpatient 
deductible in this way is intended to encourage the use of outpatient,
diagnostic tests rather than creating a situation where a, patient would 
be inclined to insist, on going into the hospital for the tests if he saw 
that he might, in the -absence of this provision, have to pay this $20 
deductible plus the $40 hospital deductible. Through this provision 
for correlating the deductibles the deductible amount to be paid by a 
hospitalized beneficiary would be the same whether the diagnostic 
tests are performed on a hospital inpatient or outpatient basis. 

(c) Method of payment 
The bill provides that the payment to hospitals and other providers 

of services shall be equal to the reasonable cost of the services and 
that the methods to be used and the item-, to be included in determin
ing the cost shall be developed in regulations of the Secretary in 
accordance with the provisions of the bill. The regulations may pro
vide for payment of the costs of services on a per diem, per unit, per 
capita, or other basis, may provide for the use of estimates in differ
ent circumstances, may provide for the use of estimates of cost of 
particular ite~ms or services, and may provide for the use of charges 
or a percentage of charges where this method reasonably reflects the 
cost. 

The appropriate basis of payment. for hospital services when pay
ment is made by public or private agencies has been the subject of 
extended and painstaking consideration for more than a decade. Gov
verning principles have been developed which have attained a large 
measure of agreement. It is the intent of the bill that in framing reg
ulations full advantage should be taken of the experience of private
agencies in order that rates of payment to hospitals may be fair both 
to t~he institutions, to the contributors to the hospital insurance trust 
fund, and to other patients. In framing the reguflations the Secretary 
and his staff will consult with the organizations that have developed 
these principles as well as with leading associations of providers of 
services. 

Similar principles can without undue difficulty be developed to 
establish fair bases of payment to extended care facilities and home 
health services agencies. 

The cost of hospital services varies widely from one hospital to 
another and the variations generally reflect differences in quality 
and intensity of care. The same thing is true with respeot to the cost 
of the services of. other providers. The provision in the bill for 
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payment of the reasonable cost of services is intended to meet the 
actual costs, however widely they may vary from one institut~ion to 
another, except where a particular institution's costs are found to be 
substantially out of line with those of institutions similar in size, 
scope of services, utilization, and other relevant factors. 

Although payment may be made on various bases the objective, what
ever method of computation is uised, will be to approximate as closely 
as practicable the actual cost (both direct and indirect) of services 
rendered to the beneficiaries of the program so that under any method 
of determining costs, the costs of services of individuals covered by the 
program will not be borne by individuals not covered, and the costs of 
services of individuals not covered will not be borne by the program.
The basis for the computation of the cost of beneficiaries may vary by
institution. The most usual hospital cost reimbursement procedures 
now in use by plans that, pay for inpatient services are based on 
the average per diem cost of the patients in the institution to -which 
payment is made, adjusted to reflect the provisions of the plan. Some 
institutions, however, base their charges to the public on careful cost 
ascertainment or accounting and change their charges only when there 
is a change in the cost of the service involved. In the-se and other 
appropriate cases reimbursement would be permitted on the basis of 
the ratio of cost to charges for the services actually received. 

In other institutions some of the charges are set according to 
prevailing rates in the area, or are based on other considerations and 
not solely on the actual costs of the particular items and services 
rendered. Except where a close correlation of cost.and chargres would 
be shown , other methods would have to be applied to achieve equita
ble reimbursement. 

The concept of reasonable cost and the principles and methods for 
translating this concept into practice in individual circumstances are 
of concern to consumers, providers of service, insuring organizations,
and State and Federal governmental programs.

In the determination of reasonable costs of services consideration 
should be given to all necessary and proper expenses incurred in render
ing the services, including normal standby costs. Reasonable costs 
should include appropriate treatment of depreciation on buildings and 
equipment (taking into account such factors as the effect of IHill-Bur
ton construction grants and practices with respect to funding of de
preciation) as well as necessary and proper interest on capital in
debtedness. 

Many hospitals engage in substantial educational activities, includ
ing the training of medical students, internship and residency pro
grams, the training of nurses, and the -trainingof various paramedical
personnel. Educational activities enhance the quality of care in an 
institution and it i's intended, until the community undertakes to bear 
such education costs in some other wvay, that a part of the net cost of 
such activities (including stipends of trainees as wvell as compensation
of teachers and other costs) should be considered as an element in the 
cost of patient care, to be borne to an appropriate extent. by the 
hospital insurance program.

Identifiable expenses for medical research, on the other hand, over 
and above the costs closely related to normal patient care, would not 
be met from the trust fund. Available research funds are generally
ample to support important basic medical research. 
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In some cases, the charges hospital patients pay include a share of 
the cost of rendering services to free and part-pay patients as well as a 
share of uncollec ile bills. Your committee has given careful con
siderat ion to the question of the effect. that the proposed program would 
have on charges to other paying patients. The insurance system will 
reduce the losses of hospital incomeffrom bad debts or for care of free 
or part-pay aged patients which might otherwise be included in charges
to other paying patients by paying the full cost, except for the deducti
ble, for substantially atll patienitsover 65. Under the public assistance 
ptrograms now existing and even more ais they would exist uinder. the 
provisions of this bill, the Federal Government will make a very sub
stantial contribution toward the myedical care of the needy of all ages.
Under the bill more of the needy could be aided under the Federal-
State assistance programis. Fuiitlier, thieproposed amendments would 
reqjuire uinder the medical assistance and maternal and child health and 
crippled children programs of the Social Security Act the payment of 
the reasonable costs of covered hospital services. This will assist 
hospitals in~reducing the income deficits arising out of providing hos
pital care to persons unable to pay for care. t 

These provisions, taken in combination with the hospital insurance 
system. tinder part A of title XVIII, will appreciably reduce the need 
of hospitals to charge their paying and prepaying patients more than 
the cost of their services in order to compensate for care rendered to 
other patients without charge or ait less than cost. The bill will thus 
make a contribution toward rationalizing the distribution of hospital 
costs and relieving voluntary insurance and prepayment systems, as 
well as those patients -who pay for services at the time when they are 
rendered, of some part of the burden they now bear for indigent and 
charity patients. 

In paying reasonable costs it is the policy of the insurance prograin 
to so reimburse a hospital or other provider that an accounting may
be made at the end of each cost period for costs actually incurred. 
(d) Financing 

The hospital insurance program would be financed through a 
separate payroll tax that, would be paid by employees, employers,
and the self-employed. The proceeds of this tax wouljd be earmarked 
in a newly established hospital insurance trust fund, which means 
that these funds will be kept. completely separate from the taexes 
which support the present social security program. The earnings 
base of the new tax would be the same base as that for the social security 
tax so that the recordkeeping tasks of employers and the Government 
would be left largely unaffected by the establishment of a separate 
contribution for hospital insurance. To assure that the hospital in
surance contributions are clearly identified as such to contributors, the 
bill requires that the withholding forms, W-2's, showv what proportion 
of the worker's total tax payment was withheld to finance the cost of 
the proposed hospital insurance. Hospital insurance benefits and ad
ministrative expenses would be paid only from the hospital insurance 
trust fund. 

The complete separation of hospital insurance financing and beniefit 
palyments is intended to assure that the hospital insurance program
will in no way imipinge upon the financial soundness of the old-age,
suirvivrors, atnd disabilit'y insurance truistfunds. A separate annual re
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port will be required on the operation of the hospital insurance pro
gram. Furthermore, identifying the contribution as a hospital insur
ance contribution will tend to increase the contributor's sense of 
financial responsibility for the benefits provided. 

Under the proposed schedule of contribution rates, the fund would,
be sufficient to cover all the costs of the hospital insurance benefits (and 
administration) for persons entitled to social security or railroad re
tirement benefits. The schedule of contribution rates is the same for 
employers, employees, and self-employed persons and is as follows: 

-Percef' 	 Percent
1966----------------------------- 0. 35 1976-79 ------------------------- 0. 60 
1967-72 -------------------------.- 50 1980--86 -------------------------.- 70 
1973-75 ------------------------- .55 1987 and after------------------ .80 

As will be explained in greater detail later in this report, the sched
ule of contribution rates is based on conservative estimates of cost. 
The cost estimates also use t~he assumption that, while earnings will 
contlntte to rise in the future as they have in the past, the annual limi
tation on taxable earnings will not be increased beyond the last increase 
provided for in your committee's bill ($6,600 in 1971 and thereafter). 
If the earnings base is increased after 1971, the tax rates in the con
tribution schedule could be revised downward. In fact, if the earn
ings base does rise to keep up to date with the general earnings level, 
.the steps in the contribution schedule beyond the vate of 0.55 percent 
would not be needed. 

The cost of providing hospital and related posthospital insurance 
benefits to people who are not social security or railroad retirement 
beneficiaries would be met from general revenues. 

2. VOLUNTARY SUPPLEMENTARY PLAN 

(a) 	Eligibility and enrollment under the voluntary 8UPplementary 
plan 

The proposed supplementary health insurance would be available 
to all people age 65 and over (whether or not they are social security 
or railroad retirement beneficiaries) who are residents of the United 
States and either citizens or aliens admitted for permanent residence. 
Enrollment in the supplementary plan would be on a voluntary basis. 

In general, an eligible person could enrol] (luring the period begin
niing with the third month preceding the month in which he attains 
age 65 and ending 7months later. Thiesupplknementary insurance would 
be effective with the first day of the third mnnnth following the month 
in which he enrolls (but not earlier than Jul3 I, 1966). (If an eligible 
person enrolled in the first month of the 7-month period, his coverage 
would be effective with the month in which he reaches age 65.) 

A special enrollment period would be available at the beginning of 
the program for people who have already reached 65 by Decemnber 31, 
1965. This enrollment period would begin with the frt day of the' 
second month after the month in which the bill is enacted and end on 
March 31, 1966. Coverage under the supplementary insurance for 
people who enroll during this period would begin with July 1, 1966. 
Individuals who are eligible to enroll during t~his initial general en
rollment period but fail to do so could enroll at any time before Oc
tober 1, 1966, if the Secretary determines that there was good cause 
for the individual's failure to enroll. However, if an individual en
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rolls under the latter provision, his coverage could not begin until the
sixth month after he enrolls. Monthly premiums would be collected 
for each month during which an individual was covered under the 
program.

There would be a general enrollment period between October 1 and
December 31 of 1967 and during the comparable period in every odd-
numbered year thereafter. A person who enrolls in a general enroll
ment period would get protection effective with the July 1 following
the general enrollment period.

No one could enroll for the first time more than 3 years after the
close of the first enrollment period open to him and no one could re
enroll unless he does so in a general enrollment. puriod, which begins
within 3 years of the date his previous enrollment was terminated. 
A person could reenroll only once. 

The limitations on enrollment and reenrollment such as those recom
mended are made in order to reduce the possibility of people enrolling
in the program w%,hen their healthi deteriorates, thus increasing costs by
covering people during periods of ill health who chose not to be 
covered-during periods of good health. 

The Secretary also is authorized to enter into an agreement with any
State which, before July 1. 1967, elects to have certain of its money pay
ment recipients covered by the supplementary plan. States would be
permitted to decide whether to request, enrollment of the money pay
ment recipients of OAA or such recipients who are 65 years of age and 
older who are receiving money payments under the combined progiram,
title XVI, or to decide to request coverage for all the aged among the 
money payment recipients under titles I, IV, X, XIV, and XVI. Ex
cluded from coverage under this arrangement are those persons who 
are entitled to receive a benefit under the old-age, snirvivors. and dis
ability insurance system, or the Railroad Retirement Act. The State
would pay, in behalf of each individual who is to be enrolled, the
premium charge that. is determined by the provisions of the 'bill. 
Those recipients of public assistance money payments who become 65 
years of age on or after Juy1, 1967, and who are eligible to enroll
individually may have. thieirymonthly premium charges paid by the 
public assistance agency wvith Federal'financial participation. How
ever, your committee believes that it is not practicable at this time 
to authorize States to cover recipients of medical assistance for the
aged through vendor payments under an agreement or 'to make 
premium payments in their behalf. 

The bill provides that, under certain circumstances, the State public
welfare agency may act. as the carrier in the State for the administra
tion of those provisions with respect to individuals who are receiving 
money payments under public assistance programs, whether such indi
viduals are,covered by the agreement or not. 

The agreement may also include provisions for transfer of public
assistance funds to another carrier, if the State is not serving as a car
rier, so that the insurance benefits and deductibles, coinsurance, and 
other items met by the Shite under its public assistance plans can be 
merged for purposes of paying providers of medical care. 
(b) Benefits under the voluntarysupplementaryplan 

The voluntary supplementary plan would provide protection that 
builds upon the protection provided by the hospital insurance plan. it 
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would cover physicians' services, additional home health visits, care in 
psychiatric hospitals and a variety of medical and other services not 
covered under the hospital insurance plan. The beneficiary would pay
the first $50 of expenses he incurs each year for services of the type
covered under the plan. Above this deductible amount, the plan
would pay 80 percent of the reasonable costs in the case of services 
provided by an institution or home health agency and 80 percent of 
reasonable charges for other covered services, with 20 percent being 
paidby the bneficiary.Benyefits uner t~hesupplementary plan would be provided for: 

(1) Physicians' services, including surgery, consultation, and 
home, office, and institutional calls. 

(2) Medical and other health services. These would include: 
(a) Diagnostic X-ray and laboratory tests and other diag

nostic tests; 
(b) X-ray, radium, and radioactive isotope therapy;
(c) Surgical dressings, splints, casts, and other devices for 

reduction of fractures an(1 dislocations; 
(d) Rental of durable medical equipment, such as iron 

lungs, oxygen tents, hospital beds, and wheelchairs; 
(e) Prosthetic devices (other than dental) which replace

all or part of an internal body organ;
()Ambulance services with limitations; 

(g) Braces and artificial legs, arms, and eyes.
(3) Inpatient psychliatric hospital services for up to 60 days

during a spell of illness (subject to a lifetime maximum of 180 

(4) omeealh sevics for up to 100 visits during a calendar' 
year(witouta reuireentof prior hospitalization).

Th $5 eutbewudb plied on a calendar year basis, except
that expenses the individual incurred in the last 3 months of the pre
ceding calendar year would be counted as satisfying the deductible 
if they had been counted toward the deductible in that year. This 
special carryover provision would avoid requiring persons with sub
stantial costs at the end of 1 year to meet the deductible perhaps early
in the next year as though~they had had no prior -bills. 

There would be a special limitation on benefits for expenses in con
nection with treatment of mental, psychoneurotic, and personality dis
orders of a person who is not a hospital inpaint uring any year, 
a maximum of $312.50 or 621/2 percent of te expenses invovdwich
ever is smaller, would be considered incurred expenses--that is, ex
penses used in calculating benefit payments. The effect of this pro
vision is to limit payment under the plan to a maximum of $250 (80
percent of $312.50) or half of the incurred expense (80 percent of 62'/2
percent of the expense), whichever is less. 
*Expenses for the first 3 pints of blood furnished a person in a psy

chiatric hospital during a spell of illness would not be considered in
curred expenses (for which the program could make payment) unless 
the individual had already received 3 pints of blood which was not 
paid for under the hospital insurance plan because of the similar ex
clusion under that plan.

Ambulance services would be covered only where other methods of 
transportation are not feasible due to the individual's condition , and 
only to the extent provided in regulations. It is the intention of your 
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committee that transportation by ambulance be covered only if (a)
normal transportation would endanger the health of the patient and 
(b) the individual is transported to the nearest hospital with appro
priate facilities or to one in the same locality, and under similar re
strictions from one hospital to another, to the patient's home or to 
an extended care facility.

If a person is in a psychiatric hospital at the time he becomes en
titled to benefits tedyhehas already been in the hospital would 
count toward te0-aliit on coverage of care in such a hospital
during a spell oilnsbttewolnocottwadhe180-day
lifetime limit. Tiprvioisikeinwthheintn of the 
plan to cover onyteatv hs fteteto etal-illness and 
not to cover 60 days of care oaernwhmyhvebeen institu
tionalized for years previously h services covered under the sup
plementary. plan as inpatien psyciatric. hospital services would 
generally be the same as the sericsthat. are covered as inpatient hos
pital services under the hospital insurance plan.

The conditions of participation for psychiatric hospitals would be 
similar to those for other hospitals, though differing in some respects.
To provide assurance that the supplementary plan, while paying for 
active treatment in psychiatric hospitals, would avoid paying for care 
that is merely custodial, the conditions of participation require, that 
the hospital be accredited by the Joint Commission on Accreditation 
of Hospitals, that its clinical records be sufficient. to permit the Secre
tary to determine the degree and intensity of treatment furnished to 
beneficiaries, and that it meet staffing requirements the Secretary finds 
necessary for carrying out an active treatment program. A distinct 
part of an institution can be considered a psychiatric hospital if it 
meets the conditions even though the institution of which it is a part
does not; and if the distinct part meets requirements equivalent to 
accreditation requirements, it could qualify under the program even 
though the institution is not accredited. For inpatient psychiatric
hospital services, the certification required of physicians would be 
appropite to the condition* being treated and somewhat different 
frpopmtphat- for inpatient hospital services under the hospital insurance 
program. 

Covered home health services and the conditions of participation
for home healt~h agencies would be the same as under the hospital in
surance plan. There would, however, be no requirement, as there is
in the hospital insurance plan, that benefits be paid only when the 
patient was previously hospitalized. 
(c) Method of paxyment under the voluntary 89upplementary plan 

After the individual has incurred the $50 deductible amount, the 
plan would pay 80 percent of the reasonable costs of or the reasonable 
charges for the covered services. In the case of services (other than 
physicians' services) furnished by, or under arrangements made by,
hospitals, extended care facilities, and home health agencies, payment
would be 80 percent of reasonable costs and would be made to the pro
vider of services by the carrier administering the benefits under the 
supplementary plan. In all other cases, payment would be 80 percent
of reasonable charges and would be made by the carrier to the benefi
ciary unless the beneficiary assigned the benefits to the person or orga
nization which furnished the covered services. 



38 SOCIAL SECURITY AMENDMENTS OF 1965 

Reasonable cost, as defined for purposes of reimbursement under 
the supplementary plan, would be the same as under the hospital in
surance plan. The carriers administering the benefits under the sup
plementary plan would, under the terms of their contracts with the 

Secretary, have to take such action as may be necessary to assure that 
where payment is on a cost basis, the cost is reasonable cost. In gen
eral, under the supplementary plan a provider of services (a covered 
hospital, extended care facility, or home health agency) could charge 
a beneficiary the $50 deductible and 20 percent of the reasonable 
charges (in excess of the $50 deductible) for the covered services. 

Where payment by the program is on the basis of charges (for phy
sicians' services and medical and other health services not furnished 
by providers of services), the carriers would take action to assure 
that the charge on which the reimbursement is based is reasonable and. 
is not highier than the charge used for reimbursement on behalf of 
the carriers' own policyholders or subscribers for comparable services 
and under comparable circumstances.' In addition, where payment is 
on the basis of an assignment, the reasonable charge would have to be 
accepted as the full payment. In determining reasonable charges, the 
carriers would consider the customary charges for similar services gen
erally made by the physician or other person or organization furnish
ing the covered services, and also the prevailing charges in the locality 
for similar services. 

(d) Financing' 
Your committee's bill establishes a premium of $3 a month initially 

for individuals who enroll under the supplementary plan. Since the 
minimum increase in cash social security benefits provided under the 
bill for retired workers 65 and over would be $4 a month ($6 a month 
for man and. wife who are both 65 and are receiving benefits based on 
the same earnings record), the minimum be'nefit increase would fully 
cover the amount of monthly premiums for the supplementary plan. 
Persons enrolling who are entitled to monthly social security or rail
road retirement benefits would have the premiums deducted from their 
monthly benefits. (Of course, enrollment in the plan is voluntary.) 
Deducting the premium from monthly benefits would help keep collec
tion costs to a minimum. The method of collecting premiums for t~hose 
who are not entitled to monthly benefits would be prescribed by the 
Secretary. People who are entitled to monthly benefits but. who, be
cause they have not retired, may not actually receive them or those who 
may receive only a part of them could estimate the amount by which 
premiums will exceed the amount of their benefits and could pay in 
advance the required additional amount to the Secretary. If advance 
payment is not. made in these cases, the annual calculation of adjust
ment in benefits needed where a beneficiary has worked in the prior 
year would take into account the premiums owed and paid in connec
tion with the supplementary plan. 

Provision is made for the Secretary to adjust the premium amounts 
supporting the program if medical or other costs rise, but there would 
be no increase in premiums before 1968, and increases would be made 
not more often than every 2 years after 1968. To take into account the 
higher cost of insuring' an older individual, -premiums payable by 
a person who enrolled later than the first period when enrollment was 
open to him or who reenrolled after his enrollment was terminated 
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would be increased by 10 percent for eanli full year he could have 
been but was not enrolled. 

There would be a. contribution from Federal general revenues equal 
to the aggregate premiums payable by enrollees. In addition, funds 
could be appropriated in fiscal year 1966 and remain available through
the next fiscal year 	as repaya'ble advances (without interest) to the 
trust fund in order to provide an operating fund at the beginning of 
the program and to provide a contingency reserve. The maximum 
that could be appropriated for this purpose would be $18 per person
eligible to enroll at the beginning of the supplementary program, 
July 1, 1966. 

A new separate trust fund would be established-the Federal Sup
plementary Health Insurance Benefits Trust Fund. All premiums and 
Government contributions for the supplementary program would be 
paid into the fund and all benefits and administrative expenses would 
be paid from the fund. 

3. 	 GENERAL PROVISIONS RELATING TO THE BASIC AND VOLUNTARY 
SUPPLEMENTARY PLANS 

(a) Conditions and limitations on payment for services 
(1) Physicians'role 

Your committee's bill provides tha~t the physician is to be the key
figure in determining utilization of health services-and provides that 
it is a physician who is to decide upon admission to a hospital, order 
tests, drugs and treatments, and determine the length of stay. For 
this reason the bill would require that payment could be made only
if a physician certifies to the medical necessity of the services fur
nished. If services are furnished over a period of time to -bespecified
in regulations, recertification by the physician would be necessary.
Delayed physician certifications and recertifications, accompanied by
medical'and other evidence, to the extent provided 'by regulations, 
could be accepted in lieu of timely certifications and recertifications, 
when, for example, the patient was unaware of his eligibility for the 
benefits when 'he was treated. 

In the case of inpatient hospital services for which paymeiit would 
be made, the bill would require that a physician certify that the serv
ices were required for an individual's medical treatment, or that inpa
tient diagnostic study was medically required and that the services 
were necessary for such purpose. The first physician recertification 
in each case of inpatient hospital services furnished over a period of 
time would be required no later tha~n the 20th day of the period. In 
the case of outpatient hospital diagnostic services, a physician would 
have to certify that the services were required for diagnostic study.

Tin the case of posthospital extended care a physician would have to 
certify that the care was required because the individual needed skilled 
nursing care on a continuing basis for a condition with respect to 
which he was receiving inpatient hospital services prior to transfer 
to the extended care facility or for a condition which arose after such 
transfer and while the individual was still in the facility for treatment 
of the condition or conditions for which he was receiving such inpa
tient hospital services. 

In the case of home health services, a physician would have to cer
tify that the services were required because the individual was confined 
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to his home. He would also have to certify that the individual needed 
(except for. receipt of special treatment at a medical institution)
skilled nursin care on an intermittent basis or physical or speech

therpy.In he aseof omehealth services, the intermittent nursing 
car orthephyica herpywould have to be for treatmentorspech 

of acondtionfor hic teidivdl had received inpatient hospital
services or posthospital extended eare. 

Your committee recognizes that there often is a significant difference 
between treatment provided in. mental and tuberculosis hospitals -and 
the treatment provided in other hospitals. Often the care in such insti
tutions is purely custodial and it is the intent of the bill to cover only ac
tive care intended to cure patients in such hospitals and not to cover 
custodial care. Therefore, the bill would require that a physician make 
specific certifications before payment could be made for inpatient hos
pital services furnished in either a psychiatric hospital or a tubercu
losis hospital. In the case of inpatient hospital services furnished in a
psychiatric hospital for the psychiatric, treatment of an individual, 
a physician would have to certify that the psychiatric services could
reasonably be expected to improve the condition for which the treat
ment was necessary or that inpatient dia~gnostic study was medically
required and inpatient psychiatric hospital services were necessary
for such purposes. In the case of inpatient tuberculosis hospital
services a physician would have to certify that the services were re
quired to be given on an inpatient basis for the treatment of an indi
vidual for tuberculosis and that the treatment could reasonably be 
expected to either improve the condition for which the treatment was 
necessary or render the condition noncommunicable. 

The provisions of your committee's bill with respect to mechanisms
for the review of utilization of services follow the kind of reconmnen
dations for utilization review that have been made by private study 
groups, State and national medical societies, and State agencies.

Hositals an~d extended care facilities participating in the program
wouldbe required to have in effect a utiization review plan providing
for a review of admissions to the institution, length o 'stays, and the 
medical necessity for services provided with the objective of pro
moting the efficient use of services and facilities. The review would 
ordinarily be carried out by a staff committee of the institution,
which would have to include two or more physicians but which could 
algb include other professiona~l personnel such as registered nurses 
and medical social workers. Alternatively, the review could be con
ducted by a similar group outside the institution-preferably one
established by the local medical society and some or all of the hos
pitals and extended care facilities in the locality. In some circum
stances the review committee would have to be one outside the insti
tution-for example, where the small size of the institution or, in 
the case of an extended care facility, the lack of an organized medical 
staff makes it impracticable for the institution to have a properly
functioning staff committee. - As mentioned previously, if and when 
the Joint Commission. on the Accreditation of Hosital adopts a 
utilization revie reurmn fraceiation the Sereary could 
accept accreditation by the Joint Commission as sufficient evidence 
that a hospital meets the requirements of the law. 
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Under a utilization review plan, timely review would have to be 
made of each case in which a beneficiary stays in the institution for an 
extended period. Regulations would provide the institution some lee
way in determining when the review would have to be carried out, and 
the point at which a review would be most appropriate might vary
with the diagnosis and treatment involved. Where timely reviews are 
not being made, the Secretary could, in lieu of terminating the agree
ment under which the institution participates in the program, make a 
decision that with respect to that institution the program would make 
payment only for the first 20 days of a beneficiary's stay in the case of a 
hospital, or only for days up to a specified number (to be specified in 
regulations) in the case of an extended care facility. 

The attending physician would have to be offered an opportunity
for consultation before there could be a finding that a beneficiary's
further stay, in the institution is not medically necessary, by the phy
sician members of the review group and the individual, the institution 
and the attending physician wold l'avo to be promptly notified of any
such finding. Whe-re such a finding has been made, the program
could not make payment for services furnished the patient after the 
third day-following the day on which the institution received notice 
of the finding. 

Under your committee's bill, various organizations participating
in the administration of the program could have a role in facilitating
utilization review. State agencies could provide consultative serv
ices to assist in the establishment of utilization review procedures and 
in evaluating their effectiveness. Under the hospital insurance plan,
public or private organizations nominated by providers must assist 
in the application of safeguards against unnecessary utilization. 
Carriers administering benefits under the voluntary supplementary
plan would determine compliance with the utilization review require
ment; assist in the esabisment of review groups outside hospitals;
assist hospitals, extended care. facilities and others who furnish cov
ered services to develop procedures relating to utilization practices;
and make studies of such procedures and methods for their improve
ment. 
(b) Eoxelusionm from coverage 

Your committee's bill would exclude certain health items and serv
ices from coverage under both the hospital insurance and the voluntary 
supplementary health insurance programs in addition to any excluded 
through the operation of other provisions of the bill. For example,
the bill would bar payment for health items or services that are not 
reasonable and necessary for the treatment of illness or injury or to 
improve the functioning of a malformed body member. Tupay
ment could be made for the rental of a special hospital betob used 
by a patient in his home only if it was a reasonable and necessary part 
of a sick person's treatment. Similarly, such potential personal com
fort items and services as massages and heat lamp treatments would 
only be covered where they contribute meaningfully to the treatment 
of an illness or injury or the functioning of a malformed body memi
ber. Expenses for custodial care would also be excluded. 

The proposed insurance programs would not pay for any item or 
service furnished an individual if neither the individual nor any
other person (such as a prepayment plan) has a legal obligation to pay 

45-3990-~65---4 
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for or provide the services. (Under the provision, the third-party lia
bility statute 42 U.S.C. 2651.2653 would not apply.) Free chest 
X-rays provided by health organizations, for example, would not. be 
covered. *Where health expenses are charged the pat~ient by a member 
of the patient's household or by an immediate relative, no payment
would be made. However, a person of little means would not be 
barred from payment under the insurance programs because he met the. 
test of medical indigency and was otherwise eligible to receive medical 
assistance under a public assistance program. Furthermore, if a 
person received his care on some prearranged basis toward which he 
prepaid, the program provided for under the title would nevertheless 
pay its benefits in full. Your committee expects that the patient's 
prepayment arrangement would be adjusted appropriately in consid
eration of the fact that. the program met part of the patient's healthi 
costs. Except, in such cases as the Secretary may specify, no payment
would be made for items and services which are paid for directly 
or indirectly by a governmental entity. 

Payments would only be made for items and services provided inl 
the United States, the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, and American Samoa. Payment. would not be made 
for items and services required as a, result of war or an act. of war 
which occurs after the effective date of the individual's coverage under 
the proposed insurance. 

Payments would not be made for routine physical examinations or 
for eyeglasses, hearing aids or the fitting expenses or other costs in
curred in connection with their purchase. Thus, payment would be 
made under the supplementary plan for the physician's services con
nected with the diagnosis of a specific complaint and the treatment of 
the ailment, but a routine annual or semiannual checkup would not 
be covered. Similarly, the diagnosis and treatment by an ophthal
mologist of, say, cataracts would be covered but the expenses of an 
eye examination to determine the need for eyeglasses and charges for 
prescribing and fitting eyeglasses or cont~act lenses would not be cov
ered. Neither would payment be made for orthopedic shoes or other 
supportive devices for the feet. 

Expenses for cosmetic surgery would not be covered except where 
incurred in connection with the prompt repair of an accidental injury 
or to improve the functioning of a malformed lbody member. For 
example, cosmetic surgery could be paid for when furnished in con
nection with the treatment of a severely burned person.

Payment would not be made for health items and services to the 
extent that payments have been made, or can reasonably be expected 
to be made, for them under a workmen's compensation law. The 
Secretary would prescribe regulations to govern the making of pay
ments where a beneficiary's status under workmen's compensation has 
not been ascertained. Payment would be made under the insurance 
plans on the condition that repayment would be made if information 
is received that a workmen's compensation payment for the health 
care has been made. 
(e) Adm~ini8trationof health insuramneprovuisions 

Overall responsibility for administration of the hospital insurance 
and voluntary supplementary health insurance programs would rest 
with the Secretary of Heal th, Education, and W~elfare, but State 
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agencies and private organizations operating under agreements with 
the Secretary and piate carriers or public organizations operating
under contracts with the Secretary would have a major administrative 
role. In addition to using such organizations under the conditions 
described below, the Secrelai r i~vwould be authorized to purchase or con
tract separately for services such as auditing or cost analysis. 

(1) Advieor~y and review groUP8 
Your committee's bill provides for the establishment of a Health 

Insurance Benefits Advisory Council to advise the Secretary on gen
eral administrative policy matters and on the formulation of regula
tions in connection with the hospital insurance program and supple
mentary health insurance program, including regulations relating to 
conditions of participation for providers. The Advisory Council, ap
pointed by the Secretary, would consist of a chairman and 15 members 
including persons outstanding in hospital,5 medical, and other health 
activities and at least one representative of the public. The members 
could not include regular Federal Government employees. 

The bill also provides for the establishment of a National Medical 
Review Committee to study the utilization of hospital and other medi
cal care and services with a view to recommending changes in the way 
covered care and services are used and in the administration of the 
basic and supplemental plans. 

The committee is required to make an annual report of its recom
mendations to the Secretary, and he is required to transmit the report 
to the Congress.

The committee is to be composed of nine persons, one of whom the 
Secretary would designate as chairman. The members are. to be 
selected from people who are representative of organizations and as
sociations of professional people in the field of medicine and other 
people who are outstanding in the field of medicine or related fields 
and a majority of the committee are to be physicians and at least one 
member will represent the general public. Regular Federal Govern
ment employees could not be members of the committee. 

(2) Conditionsof participation 
In formulating specific conditions of -participation necessary for 

health and safety, the Secretary would consult with appropriate gov
ernmental agencies and private organizations. The bill specifically
requires consultation with appropriate State and local agencies and 
national listing or accrediting bodies. Your committee would expect
that the Secretary would consult with the Joint Commission on the 
Accreditation of Hospitals as well as with associations of providers
of services. Such consultations should be helpful in the development 
of policies, operational procedures and administrative arrangements
of mutual satisfaction to all parties interested in the, basic and supple
mentary plans. Such consultation would provide additional assurance 
that. varying conditions of local and national significance a-re taken 
into account. 

(3) Agreement8 to participatii 
An eligible hospital, extended care facility or home health agency

could participate in the programs if it. filed with the Secretary an 
agreement not to charge any beneficiary for covered services for which 
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payment would be made under the program and to make adequate pro
vision for refund of erroneous charges. Of course, a provider could 
bill a beneficiary for deductible and coinsurance amounts, for the first 3 
pints of blood furnished him during a spell of illness, and for the por
tion of the charge for a private room or services supplied at the pa
tient's request and not paid for under the program. 

An agreement could be terminated by either the provider of 'services 
or the Secretary of-- Health, Education, and Welfare. Beneficiaries 
would be protected from an abrupt. termination of an agreement by a 
provider by the requirement that notice must be given by the provider 
to the Secretary and to the public. The length of time between the 
notice and the point at which the termination becomes effective may be 
specified in regulations (but the length of time cannot be longer than 
6 months).

The Secretary could terminate an agreement only after reasonable 
notice and only if the provider (a) does not comply with the provi
sions of the agreement or of the law and regulations, (b) is no longer 
eligible to participate, or (c) fails to provide data needed to determine 
what. benefit amounts are payable or refuses access to financial records 
for verification of bills. the Secretary would be required to give 
reasonable notice and opportunity for hearing to a provider of services 
before making a final determinat ion that the provider does not. qualify 
t~o participate under the program or before terminating an agreement
with the provider. The final administrative decision is subject to ju
dicial review. 

(4) Role of the States 
Your committee's bill provides for State agencies, operating under 

an agreement with the Secretary, to determine whether a provider of 
services-a hospital, extended care facility or home health agency-
meets the conditions for participation in the program, and having 
determined that the provider meets the conditions, to certify the fact 
to the Secretary. The Secretary would be required to use the services 
of State health departments or other appropriate State or local agen
cies in this way wherever the State agency is able and willing to per
form this administrative function. In addition, the Secretary would 
be authorized to use such agencies for the following additional func
tions: 

(a) Rendering consultative services to providers to assist them 
to establish and maintain necessary fiscal records and otherwise 
to meet the conditions for participation and to provide informa
tion necessary to derive operating costs so as to determine amounts 
tobepaid for theproviders' services; 

(b) Rendering consultative services to providers and medical 
societies to. assist in the establishment and testing of utilization 
review procedures. 

To illustrate a consultative function a State agency could perform 
to assist providers to qualify, a State agency could assist. an extended 
care facilit~y to establish a transfer agreement with a participating
hospital. 

The Secretary could select also either public or private organiza
tions participating in administration of the programs to perform the 
consultative functions mentioned in (a) and (b), above. This would 
enable him to select the.organization which he finds can most capably 
carry out these functions .in the specific situation. 
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State agencies would be reimbursed for the costs of activities they
perform in the program. As in the cooperative arrangements with 
State agencies in the social security disability program, reimbursement 
to State agencies for hospital insurance benefits activities would meet 
the agency's related costs of administrative overhead as well as of 
staff. In recognition of the need for coordination of the various 
programs in the States that have to do with payment for health care,
quality of care, and the distribution of health services and facilities, 
the Federal Hospital Insurance Trust Fund would pay a fair share 
of the State agency's costs attributable to planning and coordination 
of the functions to be performed under the terms of the agreements,
with those other activities for which the agency is responsible which 
relate to public and private programs for the provision of health serv
ices similar to those for whieh payment may be made under the pro
posed program. 

(5) Role of publicorp7 ivate organization. 
Your committee's bill provides a considerable role for the participa

tion of private organizations in the administration of both the hospital
insurance plan and the supplementary plan. 

Under the hospital insurance plan, groups of poiders, or associa
tions of providers on behalf of their members, could nominate a na
tional, State, or other public or private agency or organization which 
they wished to have serve as a, fiscal intermediary between themselves 
and the Federal Government. While it is expected that most providers
would want to nominate a private organization, the bill would also 
permit nomination of a public agency (a State public health agency,
for example) by providers which wished to have such an agency serve 
as fiscal intermediary. 

A member of an association whose nominated organization or agency
had been selected as a fiscal intermediary could elect to receive pay
ment from another intermediary which had been selected (provided
that the other organization or agency agrees) or could elect to deal 
directly with the Secretary. 

The organization or agency serving as a fiscal intermediary un
der Part A would, under agreement with the Secetary, determine 
t~he amount of payments due upon presentation of provider bills 
and make the payments. The Secretary would be permitted to 
enter into agreement with a nominated organization only if he 
finds that this would be consistent. with effective and efficient ad
ministration and that the organization is able and willing to assist in 
the application of safeguards against unnecessary utilization of 
covered services, and only if the organization agrees to furnish him 
with such of the information it gathers in carrying out the agreement 
as he finds necessary. The agreement may includle provision for the 
agency or organization to perform one or more of certain admninistra,
tive duties other than the payment function. These would include 
providing consultative services to assist providers to establish and 
maintain necessary fiscal records and otherwise to qualify as providers
of services, serving as a center for communicating with providers,
making audits of provider records, and performing related functions. 
The Government would provide advances of funds to the agencies or 
organizations for purposes of benefit payments and as a working fund 
for administrative expenses, subject to account and settlement on a 
cost-incurred basis. 
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Your committee believes that benefits under the supplementary
health insurance benefits program in Part B should be administered 
by the private sector. This form of administration is particularly
appropriate for the supplementary plan because of the benefits the
plan would provide in the case of physicians' services. Private in
surers, group health plans, and voluntary medical insurance plans
have great experience in reimbursing physicians.

The bill requires the Secretary, to the extent possible, to enter into 
contracts with carriers under which the carriers would perform speci
fied administrative functions or, to the extent provided in the con
tracts, secure the performance of these functions by other organiza
tions. These functions include: Determining the amount of payments
due providers, and making the payments; auditing records of pro
viders; determining whether providers meet the utilization review
requirements under the program; assisting providers to develop pro
cedures relating to utilization practices, and studying the effective
ness of such procedures; assisting in the application of safeguards
against unnecessary utilization of covered services and in the estab
lishment of review groups outside hospitals; serving as a. channel of
communication of information relating to the program's administra
tion; and otherwise assisting in the administration of the supplemen
tary plan.

The Secretary would be permitted to enter into contracts with car
riers without regard to provisions of law relating to competitive bid
ding. However, he could enter into such a contrac t. only if hie found 
that the carrier would perform efficiently and effectively and if the
carrier met such requirements as to finaneial responsibility, legal au
thority, and such other matters as the Secretary found pertinent. It 
is your committee's intent that. the Secretary shall, to t~he, extent pos
sible, enter into contracts with a sufficient number of carriers, selected 
on a regional or other geographical basis, to permit. comparative analy
sis of their performance. The contracts would have to provide that 
the carrier would take action to assure that t~he charges and costs of
services for which the supplementary plan may make payment are 
reasonable. The carrier would also have to maintain such records and
furnish such information and reports as the Secretary finds necessary
and iadiinwolhveto establish procedures for fair review 
of bnfcaycmlitreadndialwd requests for payment
and reussweeteaon fpyet is in controvers.y.

Theontactswoudbefora, term of at. least. 1 year, and could be
mad automatically renewable. A contract. would provide for payment
of the carrier's cost of administration (including advances of funds 
for such purposes), as the Secretary determined to be necessary and 
proper for carrying out the functions covered by the contract. The 
Secretary could terminate a contract, after reasonable notice and op
portunity for a hearing, if he found t~hat the carrier had failed to sub
stantially carry out the contract or was carrying it out in a manner
inconsistent with the efficient administration of the supplementary
health insurance Program.

The bill broadly defines a carrier with which the Secretary could 
contract as a voluntary association, corporation, partnership, or other 
nongovernmental organization lawfully engaged in providing, paying
for, or reimbursing the cost of, health services under group insurance 
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policies or contracts, or similar group arrangements, in consideration 
of premiums or other periodic charges payable to the carrier. The 
definition would specifically include a health benefits plan duly spon
sored or underwritten by an employee organization. With respect 
to hospitals, extended care facilities, and home health agencies, the 
definition also includes a public or private organization which is nomi
nated by providers of services and which participates in administra
tion of the hospital insurance plan. In addition, a,State welfare agency
which buys into the program for aged welfare recipients could act as 
the carrier for its recipients (if it met the other conditions of partici
pitation as a carrier). 

(6) AppeaZ8 
Your committee's bill provides for the Secretary to make determina

tions, under both the hospital insurance plan and the supplementary 
plan, as to whether individuals are entitled to hospital insurance bene
fits or supplementary health insurance benefits and for hearings by the 
Secretary and judicial review where an individual is dissatisfied with 
the Secretary's determination. Hearings and judicial review are also 
provided for where an individual is dissatisfied with a ddermiination 
as to the amount of benefits under the hospital insuranca plan if the 
amount in controversy is $1,000 or more. (Under the supplementary 
Plan, carriers, not the Secretary, would review beneficiary complaints
regarding the amount of benefits.) Hospitals, extended care facilities, 
and home health agencies would be entitled to hearing and judicial]
review if they are dissatisfied with the Secretary's -determnination re
garding their eligibility to participate in the program. 

4. ACTUARIAL COST ESTIMATES FOR THE HOSPITAL INSURANCE SYSTEM 

(a) Summary of actuaria cost estimates 
The hospital insurance system established by your committee's bill 

has an estimated cost for benefit payments and administrative expenses 
that is in long-range balance with contribution income. It is recog
nized that the preparation of cost estimates for hospitalization and 
related benefits is much more difficult and is much more subject to 
variation than cost estimates for the cash benefits of the old-age, sur
vivors, and disability insurance system. This is so not only because 
the hospital insurance program would be newly established, with no 
past operating experience, but also because of the greater number of 
variable factors involved in a service-benefit program than in a cash-
benefit one. 'However, your committee believes that the cost esti
mates are made under very conservative assumptions with respect to 
all forseeable factors. 

It is essential, in the view of your committee, that the developing
operations of this new program should be carefully studied as they 
occur in the immediate future, so that the Congress and the executive 
branch can be kept as well informed as possible and as quickly as 
is feasible. Under these circumstances, your committee agrees with 
the suggestion which has been made that there should be a small con
tinuing actuarial sample (of perhaps 0.1 percent of all eligible individ
uals), whose experience can be followed as promptly and as thoroughly 
as if the system related to only about 20,000 persons (under which 
circumstances, it would be possible to make many complete studies 
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of experience as rapidly as it develops, without the disadvantages 
from a time standpoint of handling the vast amount of data that 
arises for the millions of persons protected by the full program). In 
this connection, it will be essential for carriers involved in the 
processing and payment of claims to supply the necessary actuarial 
information promptly and in adequate fashion for the actuarial 
analyses to be made. 
(b) Financingpolicy 

(1) Financingbasis of committee bill 
The contribution schedule contained in your committee's bill for the 

hospital insurance program and the corresponding maximum earnings 
bases are as follows: 

Employer- Self-
Calendar year Earnings employee employed

base rate rate 
(percent) (percent) 

1966--------------------------$5,600 0.7 0.35 
1067 toii190----------------------5,600 1.0 .50 
1971 to1972-----------------------6,60 1.0 .50 
10Thto1975 ------------------------------------------------ 6, 6000 1.1 .55
1976to 1979 ------------------------------------------------ 6,600 1.2.60
1980 to 1986-----------------------6,600 1.4 .70 
1987 andalfter----------------------6,600 1.6 .80 

The hospital insurance program would be completely separate from 
the old-age, survivors, and disability insurance system in several ways, 
although the earnings base would be the same under both programs. 
First, the schedules of tax rates for old-age, survivors, and disability 
insurance and for hospital insurance are in separate subsections of 
the Internal Revenue Code (unlike the situation for old-age and 
survivors insurance as compared with disability insurance, where 
there is a single tax rate for both programs, but an allocation thereof 
into two portions). Second, the hospital insurance program has a 
separate trust fund (as is also the case for old-age and survivors 
insurance and for disability insurance) and, in addition, has a sepa
rate Board of Trustees from that of the old-age, survivors, and 
disability insurance system. Third, the bill provides that income tax 
withholding statements (forms W-2) shall show the proportion of the 
total contribution for old-age, survivors, and disability insurance and 
for hospital insurance that is with respect to the latter. Fourth, the 
hospital insurance program would cover railroad employees directly 
in the same manner as other covered workers, and their contributions 
would go directly into the hospital insurance trust fund and their 
benefit payments would be paid directly from this trust fund (rather 
than directly or indirectly through the railroad retirement system), 
whereas these employees are not covered by old-age, survivors, and 
disability insurance (except indirectly through the financial inter
change provisions). Fifth, the financing basis for the hospital insur
ance system would be determined under a different approach than 
that used for the old-age, survivors, and disability insurance system, 
reflecting the different natures of the two programs (by assuming 
rising earnings levels and rising hospitalization costs in future years 
instead of level-earnings; assumptions and by making the estimates 
for a 25-year period rather than a 75-year one). 
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(2) Selff-supporting nature of system 
Just as has always been the case in connection with the old-age,

survivors, and disability insurance system, your committee has very
carefully considered the cost aspects of the proposed hospital insur
ance system. In the same manner, your committee-believes that this 
program should be completely self-supporting from the contributions 
of covered individuals and employers (the transitional uninsured 
group that would be covered by this program would have their benefits,
and the resulting administrative expenses, completely financed from 
general revenues, according to the provisions of the bill). Accord
ingly, your committee very strongly believes that the tax schedule in 
the law should make the hospital insurance system self-supporting 
over the long range as nearly as can be foreseen, as well as actuarially
sound. 

(3) Actuarial soun~dness of system 
The concept of actuarial soundness as it applies to the hospital

insurance system is somewhat similar to that concept as it applies to 
the old-age, survivors, and disability insurance system (see discussion 
of this topic in a following section), but there are important differences. 

One major difference in this concept as it applies betwoon the two 
different systems is that cost estimates for the hospital insurance 
program should desirably be made over a period of only 25 yersi the 
future, rather than 75 years as in connection with the od-age, sur
vivors, and disability insurance program. A shorter period for the 
hospital insurance program is necessary because of the greater diffi
culty in making forecast assumptions for a service benefit tlian for a 
cash benefit. *Although there is reasonable likelihood that the num
ber of beneficiaries aged 65 and over will tend to increase over the 
next 75 years when measured relative to covered population (so that a 
psriod of this length is both necessary and desirable for studying the 
cost of the cash benefits under the old-age, survivors, and disability
insurance program), it is far more difficult to make reasonable assump
tions as to the trends of medical care costs and practices for more 
than 25 years in the future. 

In starting a new program such as hospital insurance, it seems 
desirable to your committee that the program should be completely
in actuarial balance. In order to accomplish this result, your committee 
has developed a contribution schedule that will meet this requirement,
according to the underlying cost estimates. 
(c) Hospitalizationdata and assumptions 

(1) Past increases in hospital costs and in earnings 
Table A presents a summary comparison of the annual increases in 

hospital costs and the corresponding increases in wages that have 
occurred since 1954 and up through 1963. 
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TABLE I.-Comparisonof annualincreasesin hospitaizationcosts and in earnings 

[in percent] 

Increase over previous year 

Caledar earAverage wges Average daily 

in covered hospitalization 
employment costs 

lo1 - - - -- - - - - - -- - - - - -- - - - - - -- - - - - - 3.8 6.3 
1lo6 & 7 4.5 
1957- 5.5 7.7 
1 9 5 8 3 &6 
1959----------------------------------- 53 6.8 
1960----------------------------------- 4.3 5.8 
1 9 6 1 5.1I 55 
1962.------------------ ---------------- 4.2 5.3 
1963----------------------------------- 2.4 5.6 

Average'I-------------------------------------------------------- 4.0 &7 

'Rate of Increase compounded annuafly that is equivalent to total relative increase from 1934 to 196. 

The annual increases in earnings are based on those in covered 
employment under the old-age, survivors, and disability insurance 

sysemidictedby which by ands irt quarter taxable wages, 
larentaeffetedby hemaximum taxable earnings base. The 
dat oninceass i hopitliation costs are based on a series of 

aveagedaiycsts(inludng ot nlyroom and board, but also other 
carges) peared byte AmrcnHsitlAssociation. 
The anulincreases in earnig hav fluctuated somewhat over 

the 10-year period, although there have not been very large deviations 
from the average annual rate of 4.0 percent; no upward or downward 
trend over the period is discernible. The annual increases mn hospital 
costs likewise have fluctuated from year to year around the average 
annual rate of 6.7 percent; the increases in the last 2 years were 
relatively low as compared with previous years. 

Hospital costs then have been increasing at a faster rate than earn
mgs The differential between these two rates of increase has 
fluctuated widely, being as high as somewhat more than 5 percent in 
some years and as low as a negative differential of about 1 percent in 
1956 (with the next lowest differential being a positive one of about 1 
percent in 1962). Over the entire 10-year period, the differential 

between the average annual rate of increase in hospital costs over the 
average annual rate of increase in earnings was 2.7 percent. 

Your committee was advised by the Department of Health, Educa
tion, and Welfare that, in the future, earnings are estimated to increase 
at a rate of about 3 percent per year. It is much more difficult to 
predict what the corresponding increase in hospital costs will be. It 
would appear that, at the least, hospital costs would increase about 2 
percent per year mor~e than earnings for a few years and that, at the 
mlost, this differential rate would be 3 percent per year. It is recog
nized, of course, that these "minimum" and "maximum" assumptions 
result in a relatively wide spread in the cost estimates for hospital 
insurance proposals if the estimates are carried out for a number of 
years into the future. 
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(2) 	Assumptions underlying originalcost estimatesfor the admin
istration's bill, H.R. 3.920 and S. 880, 88th Congress (the
"King-Anderson" bill) 

By way of background to the development of the cost estimates for 
the hospital insurance system that would be established by your
committee's bill, there follows a discussion of cost estimates on the 
administration's proposals in the 88th Congress and in this Congress.

The actuarial cost estimates for H.R. 3920 and S. 880, 88th Con
gress, made at the time of its introduction in 1963 were presented in 
detail-as to assumptions, methodology, and results-in Actuarial 
Study No. 57 of the Social Security Administration. 

In considering the hospitalization-benefit costs in conjunction with a 
level-earnings assumption for the future, it is sufficient for the pur
poses of long-range cost estimates merely to analyze possible future 
trends in hospitalization costs relative to covered earnings. Accord
ingly, any study of past experience of hospitalization costs should be 
made on this relative basis. The actual experience in recent years
has indicated, in general, that hospitalization costs have risen more 
rapidly than the general earnings level, with the differential being
in the neighborhood of 3 percent per year-2.7 percent in the last 10 
years. 

A major consideration in making cost estimates for hospitaliza
tion benefits, then, is how long and to what extent this tendency of 
hospital costs to rise more rapidly than the general earning level will 
continue in the future, and whether or not it may in the long run be 
counterbalanced by a trend in the opposite direction. Some factors 
to consider are the relatively low wages of hospital employees (which
have been rapidly "catching up" with the general level of wages and 
obviously may be expected to "catch up " completely at some future 
date, rather than to increase indefinitely at a more rapid rate than 
wages generally) and the development of new medical techniques and 
procedures, with resultant increased expense. 

In connection with this factor, there are possible counterbalancing
factors. The higher costs involved for more refined and extensive 
treatments may be offset by the development of out-of-hospital
facilities, shorter durations of hospitalization, and less expense for 
subsequent curative treatments as a result of preventive measures. 
Also, it is possible that at some time in the future, the productivity
of hospital personnel will increase significantly as the resulk of changes
in the organization of hospital services or for other reasons, so that, as 
in other fields of economic activity, the general wage level might in
crease more rapidly than hospitalization prices in the long run. 

Perhaps the major consideration in making and in presenting these 
actuarial cost estimates for hospitalization benefits is that-unlike 
the situation in regard to cost estimates for the monthly cash benefits,
where the result is the opposite-an unfavorable cost result is shown 
when total earnings levels rise, unless the provisions of the system 
are kept up to date (insofar as the maximum taxable earnings base 
and the dollar amounts of any deductibles are concerned). The reason 
for this result is that in Actuarial Study No. 59 the fundamental 
actuarial assumption was made that hospitalization costs would rise at 
the same rate over the long run as the total earnings level, whereas the 
contribution income would rise less rapidly than the total earnings
level unless the earnings base is kept up to date. Under these condi
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tions, it is necessary that the base be kept up to date with the changes
in the general level of earnings, since contributions depend on the 
covered earnings level, and this level is dampened if the earnings base 
is not raised as earnings go up. Accordingly, it was necessary in the 
actuarial cost estimates for hospitalization benefits in Actuarial Study
No. 59 to assume either that earnings levels will be unchanged in the 
future or that, if wages continue to rise (as they have done in the past),
the system will be kept up to date insofar as the earnings base and the 
deductibles are concerned. 

The basic assumption underlying the actuarial cost estimates in 
Actuarial Study No. 57 was that the relationship between earnings and 
hospital costs would, on the average, be the same into the future as in 
the 1961 experience. Alternatively and equivalently, these assump
tions meant that earnings and hospital costs will rise, on the average, 
at the same rate in the future and that the earnings base will be ad
justed proportionately with changes in the earnings level. 

(3) 	Aternative assumptionsfor hospitalization-benefitscost esti
mates 

One alternative basis for the assumptions that have just been 
discussed would assume the continuation into the long-range future of 
recent trends in the relationship between hospitalization costs and the 
general wage level, while at the same time assuming that there would 

be no change in the maximum earnings base under the system.
In the recent past, the general earnings level has increased at a 

rate of about 4 percent a year, while hospital costs have risen about 
7 percent a year, so that there is a differential of about 3 percent.
Assuming the continuation of these trends into the indefinite future 
and assuming, at the same timie, no change in the maximum earnings
base would have the following effects: 

(1) Eventually hospitalization costs would exceed 100 percent
of the earnings of all workers in the country-let alone,, of taxable 
earnings.

(2) Virtually everyone entitled to cash benefits under the 
system would have the maximum benefit prescribed under the 
law, since they would have their benefits figured on the maximum 
creditable earnings. The earnings of the lowest paid part-time
workers would eventually rise to the present maximum earnings
base. 

(3) The cash benqfits of the system would be only a very small 
proportion of a persbn's previous earnings.

(4) As a percentage of taxable payroll, the cost of the cash-
benefits portion of the system would be considerably lower than 
it is presently estimated to be,-to the extent of about 1Y4 percent 
of taxable payroll.

Such an assumption was not used in the cost estimates because it is 
considered to be completely unrealistic-and could be considered an 
"impossible" one. It is inconceivable that hospital prices would rise 
indefinitely at a rate faster than earnings because eventually indi
viduals-even currently employed workers, let alone older persons-
could not afford to go to a hospital under such cost circumstances. 

As a numerical example, consider a full-time male worker now earn
ing the "typical" amount of $20 per day, or $5,200 per year. The 
average daily cost for hospitalization (including not only room and 
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board, but also other charges) for persons of all ages is about $40, 
currently, or twice the average daily wage. If wages increase 4 per
cent per year, and if hospital costs increase 7 percent per year-
indefinitely into the future-then the following situation will occur: 

Items At present In20years In 50 years 

Average daily wage------------------------------------------ $20 $43.82 $142.13 
Average daily hospitalization cost ----------------------------- $40 $154.79 $1,178.28 
Ratio of hospital cost to average daily wage (percent)----- 200 353 829 
Proportion of wage covered by $5,600 base (percent) ----- 100 54 16 

Consideration of the foregoing figures indicates that, whereas the 
cost of a hospital day now averages about 2 days' wages, then in 
50 years if the assumed trends take place, the cost of a hospital day 
will be over 8 days' wages. Quite obviously, it is an untenable 
assumption that there can be a sizable differential between the in
crease in hospitalization costs and the increase in earnings levels that 
will continue for a longer period into the future. 

(4) Assumptions underlying originalcost estimatesfor the admin
istration'sbill, H.R. 1 and S. 1, 89th Congress (the "King-
Anderson" bill) 

The Advisory Council on Social Security Financing, which was 
appointed in 1963 and completed its work by the end of 1964, con
sidered the subject of hospitalization benefits and made significant 
recommendations in this field that were quite similar to the corre
sponding provisions contained in the administration's bill, H.R. 1 and 
S. 1, 89th Congress, introduced in January 1965. Further details on 
the recommendations of the Advisory Council and on the cost assump
tions that it suggested may be found in its report "The Status of 
the Social Security Program and Recommendations for Its Improve
ment" (app. V, 25th Annual Report of the Board of Trustees, H. Doc. 
No. 100, 89th Cong.). 

The Advisory Council stressed that the assumptions used in esti
mating hospital insurance costs should be conservative (i.e., where 
judgment issues arise, they should be resolved in a direction that 
would yield a higher cost estimate). The assumptions suggested by 
the Advisory Council were that the estimated 1965 hospitalization 
costs should be assumed to increase in the future in relation to total 
earnings rates by a net differential of 2.7 percent per year for the first 
5 years after 1965, with this differential then being assumed to de
crease to zero over the next 5 years; during the following 5 years, the 
differential is assumed to reverse, and after 1980 earnings are assumed 
to rise at an annual rate that is 0.5 percent greater than the increase 
in hospitalization costs. 

The cost estimates made for H.R. 1 and S. 1 (as contained in 
Actuarial Study No. 59 of the Social Security Administration) were 
on the same basis as to hospitalization-cost assumptions as recom
mended by the Advisory Council. The long-range cost estimates 
were developed on the basis that the base figure for average daily 
hospitalization costs would be 1963 (since the cost estimates for both 
the cash benefits and the hospitalization benefits are founded on this 
basic assumption). This, in turn, meant that there was also the 
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coordinate assumption that the earnings base would, in the future, 
keep up to date with what $5,600 represented in 1963. 

(5) 	Assumptions as to relative trends of hospitalizationcosts and 
earnings underlying cost estimate for committee bill-
H.R. 6675 

As indicated previously, your committee very strongly believes that 
the financing basis of the new hospital insurance program should be 
developed on a conservative basis. For the reasons brought out 
previously, the cost estimates should not be developed on a level-
earnings basis, but rather they should assume dynamic conditions as 
to both earnings levels and hospitalization costs. Accordingly, it 
seems appropriate to make cost projections for only 25 years in the 
future and to develop the financing necessary for only this period
(but with a resulting trust fund balance at the end of the period equal 
to about 1 year's disbursements). Although the trend of beneficiaries 
aged 65 and over relative to the working population will undoubtedly 
mnove in an upward direction after 25 years from nOW, it seems 
impossible to predict what the trend of medical costs and what 
hospital-utilization and medical-practice trends will be in the distant 
future. 

Accordingly, for the purposes of the cost estimates in this report , the 
assumptions as to the relative trend of hospitalization costs as com
pared with the general earnings level have been modified somewhat as 
compared with the relatively conservative assumptions recommended 
by the Advisory Council. The same differential of hospital costs 
Over earnings for the first 10 years. is used, but thereafter the assump
tion is made that these two elements increase at the same rate (rather
than having a negative one-half of 1 percent annual differential, as in 
the Advisory Council recommendations'). In other words, the basis 
of the hospitalization-cost trends used in the cost estimates of this 
report are on a more conservative basis than recommended by the 
Advisoy Council and, in fact, are more conservative than those used 
by thelinsurance business for its estimates for proposals of this type. 

(6) 	Assumptions as to hospital utilization rates underlying cost 
estimatesfor committee bill-H.R. 6675 

It should be pointed out that the hospital utilization assumptions
for the cost estimates prepared by the Social Security Administration 
and also those in this report have always been founded on the hypoth
esis that current practices in this field will not change relatively more 
in the future than past experience has indicated. In other words, 
no account is taken of the possibility that there will be a drastic 
change in philosophy as to the best medical practices, so as, for 
example, to utilize in-hospital care to a much greater extent than is 
now the case. 

The hospital utilization rates used for the cost estimates for the 
various past proposals (H.R. 3920 and S. 880, 88th Congress; the 
Advisory Council plan; and H.R. 1 and S. 1, 89th Congress) were the 
same in all instances. In view of the fact that testimony of the 
insurance business and the Blue Cross stated their belief that higher
utilization would develop (actually, by as much as 40 percent higher
in the early years of operation), your committee has adopted higher
utilization rates than those used previously by the Social Security
Administration. The increase in the early-year utilization rates is 
about 20 percent. Half of this can be attributed to changing the 
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previous assumption of low-cost utilization rates in the early years to 
the assumption ot the intermediate-cost rates then; the latter were 
previously used only after the program would be in operation for a 
few years and the beneficiaries would have better knowledge of the 
benefits available. The other half of the increase in the utilization 
rates can be said to represent a basic adjustment upward for all 
future years, which can be viewed as a safety factor. 

In other words, the current estimates can be considered to be 
high-cost ones, as compared with the intermediate-cost ones formerly 
used by the Social Security Administration. Another factor that may 
be used to justify the higher utilization rates used in these cost esti
mates is the somewhat greater amount of hospitali zation which might 
result from the availability of the physicians' services benefits for 
in-hospital cases made available under the supplementary health 
insurance benefits program contained in your committee's bill. 

(7) 	Assumptions as to hospital per diem rates underlying cost 
estimates for committee bill-H.R. 6675 

The average daily cost of hospitalization that is used in these cost 
estimates is computed on the same basis as the corresponding figures 
in Actuarial Study No. 59 of the Social Security Administration. 
These per diem costs were in close agreement with what the Blue 
Cross testimony indicated, although some 13 percent below the 
estimates of the insurance business. The reason for the latter differ
ential is that the insurance business did not make as large an allowance 
for a lower average daily cost for persons aged 65 and over and for 
hospital expenses that are not related to inpatients. The only 
significant change in the average daily hospitalization cost figures Was 
a reduction by about 4 percent to allow for the exclusion from the 
hospital insurance system that would be established by your com
mittee's bill of the in-hospital costs 'arising from the professional 
services of radiologists, anesthesiologists, pathologists, and physiatrists 
(the costs for such services would be covered under the supplementary 
health insurance benefits plan). 
(d) Results of cost estimates 

(1) 	 Summary of cost estimatesfor H.R. 1 and S. 1, 89th Congress, 
under various cost assumptions 

Table B summarizes the cost estimates that would be made for 
H.R. 1 and 5. 1, 89th Congress (the King-Anderson bill), under various 
cost assumptions that have been used in the past, and also under 
those that are being used for your committee's bill. This analysis 
is made, with a single plan as the base point, so as to show the effect 
of the various assumptions. The variations shown arise from changes 
in a number of the cost factors-the relative trend of hospitalization 
costs as compared with earnings; the period over which the cost 
estimates are made, and whether static or dynamic assumptions are 
involved; and the hospital utilization rates. 

In all the previous cost estimates, it was assumed that the maximum 
taxable earnings base would be kept up to date, by periodic changes, 
with changes in the general earnings level, and also that the same 
would be true of any deductibles. In regard to the latter element, 
many of the proposals had provisions calling for increases in the 
deductible amounts as hospital costs increase in the future so that the 
condition was thus satisfied; this is the case in connection with the 
hospital and outpatient diagnostic deductibles in your committee's 
bill. 
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With regard to the assumption that the earnings base would be 
kept up to date in the future, your committee believes that this is not 
a conservative assumption, since it seems to bind future Congresses
into taking action in order to maintain the actuarial soundness of the 
hospital insurance system. It should be emphasized that the actuarial 
soundness of the cash benefits program under the old-age, survivors,
and disability insurance system does not at all depend upon an as
sumption of the earnings base being adjusted upward when wages
rise (but rather, on the contrary, the actuarial status of the system is 
improved under such circumstances). Accordingly, although your
committee believes that, under the likely conditions of rising wages 
over the nex't 25 years, the earnings base will be adjusted upward
beyond the two increases contained in your committee's bill (from
the present $4,800 to $5,600 in 1966, and to $6,600 in 1971), the 
conservative assumption should be made for the purposes of the 
actuarial cost estimates that no further increases will occur after 1971. 
TABLE B.-Summasry of cost estimates for hospiala insurance benefits of H.R. 1 

and S. 1, 89th Congress, under various cost assumptions 

Assumpions as to Assmpinsa to relative trends of Estimated level-coat'I 
earnigs hositaizton coats and erigbae 

COST ESTIMATES PREPARED ON LONG-RANGE LEVEL-EARNINGS ASSUM1'TIONS 

(1) Keeps 	upto date with Over the long range, hospitalization costs and 0.67% (basis of Actuar
what $5,600 was in earnings increase at same rate from 1061 on. tal Study No. 57, 1963).
1963. 

(2) 	 Keepastup to date with Past experience projected to 1965; In next 5 years, 0.81% (basis of cost esti
wht$5,600 was in hospitalization costs, rise more rapidly than mates develop~ed for
1963. earnings-by a total differential of 10%;. there- 1964 legislation).

after, hospitalization costs and earnings rise at 
same rate.

(3) Keeps up to date with Past experience projected to 1965; hospItalization 0.84%y (basis of cost eati
what $5,600 was in costs rise more rapidly than wages by 2.7% for mates for Advisory
1963. 5 years then this differential is reduced to zero Council and in Actu

in nex 5 years and after 1075 wages rise more arial Study No. 59,
rapidly than hospitalization costs hy ~%% per 1965). 
year.

(4) Keepstup t date with Past experience projected to 1905; hospitalization 0.87%/.
wha $600 was in costs rise more rapidly than wages by 2.7% for

1963. 5 er;then, this differential Is reduced to zero


inet5 years; after 197.5,hospitalization costs

and wages increase at same rate. 

(5) KeepsJ to date with Same as in(4) --------------------------------- 0.900%.
whats .g600would 
be in 1966. 

COST ESTIMATES PREPARED ON LONG-RANGE RISING-EARNINGS ASSUMPTIONS 

()Samneasin (S)---------Same asin (4) -------------------------------- 96

()Remains at $,;,600 Sameasin (4)--------------------------------- OZ89C


through 1970;

brought up to date

by increase to $6,600

in 1971 and increased

correspondingly

ever 	 5th year there
after. 

(8) 	 Remains at $5,600 Same as in (4).--------------------------------- 1.09%".2 
through 1970; in
crease to $6,600 in 
1971 and then re. 
mains constant. 

IxExetfo items (1)and (2), which areona perpetuity basis, the figures are for thelevel-cost over a25
year perio,expressed as a percentage of taxable payroll; includes margin so that trust fund balance at

ed of period equals the disbursements for that year.
I'All the cost estimates for items (1) to (8) are based on the hospItal utilization rates of Actuarial Study

No. 59 of the Social Security Administration. The level-cost for item (8) would be increased to 1.21%
under the hospital utilzastion rates of the estimates of this report. 
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(2) Lev~el-costs of hospitalizationand related benefits 
As shown in footnote 2 of table B, the level-cost of the hospital 

benefits that would be provided -under H.R. 1 and S. 1, 89th Congress, 
is 1.21 percent of taxable payroll, under the assumptions that the 
earnings base would be the same as in your committee's bill and would 
not change after 1971, and that both hospitalization costs and general 
earnings will continue to rise during the entire 25-year period con
sideredi in the cost estimates. The corresponding level-cost of the 
hospital and related benefits inyour committee's bill is 1.23 percent
of taxable payroll. The small difference arises from several factors. 
A higher cost arises for your committee's bill because the self-employed
contribute on a lower rate basis (i.e., at the employee rate instead of 
1~2times the employee rate), because there are more insured persons 
(due to the transitional insured status provisions for certain persons
aged 72 and over), and because of the direct coverage of railroad 
workers (more thorough consideration of the effect of the financial 
interchange provisions in the previous proposals has now been given). 
On the other hand, there is a lower cost under your committee's bill 
because of the exclusion of all in-hospital physician services and of 
pre-hospital home health services, but this only partially offsets the 
factors mentioned in the previous sentence. 

The level-equivalent of the contribution schedule in your commit
tee's bill (as described previously) is also 1.23 percent of taxable 
payroll. Accordingly, these -estimates indicate that the hospital 
insurance program is in exact actuarial balance under the assumptions 
made (and described previously).

The estimated level-cost of the hospital and related benefits of 
1.23 percent consists predominantly of the cost of the hospital benefits. 
It does not seem feasible to attempt to subdivide the cost for the 
hospital benefits and the extended care facility benefits between these 
two categories. In the early years, virtually all of such costs will be 
for hospital benefits. Perhaps only about $25 to $50 million will be 
expended in 1967 for extended 'care facility benefits. In later years,
it seems quite possible that greater use of post-hospital extended care 
services will be made, thus tending to reduce the use of hospitals.
From a cost standpoint then, it seems desirable to consider hospital 
benefits and extended care facility benefits in combination, and it is 
estimated that the level-cost therefor is 1.19 percent of taxable payroll.
The level-cost of outpatient hospital diagnostic benefits is estimated 
at 0.01 percent of taxable payroll, with the cost in the first full year
of operations being about $10 million. Finally, the estimated level-
cost of the post-hospital home health benefits is 0.03 percent of taxable 
payroll, a figure that allows for a considerable expansion of these 
services in the future (with the cost in the first full year of operations
being estimated at less than $10 million). 

As indicated previously, one of the most important basic assump
tions in the cost estimates presented herein is that the earnings base 
is assumed to remain unchanged after it increases to $6,600 in 1971, 
even thoug for the remainder of the period considered (up to 1990)
the general earnings level is assumed to rise at a rate of 3 percent 
annuallyi. If the earnings base does rise in the future to keep up to 
date with the general earnings level, then the contribution rates 
required would be lower than those scheduled in your committee's 

45-3990O-65---5 
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bil. In fact, if this were to occur, the steps in the contribution 
schedule beyond the combined employer-employee rate of 1.1 percent 
would not be needed. Furthermore, under the foregoing conditions, 
if the hospital utilization experience followed the intermediate-cost 
assumptions made previously in Actuarial Study No. 59 of the Social 
Security Administration (increased by 10 percent for the estimates 
presented in this report), and if all other conditions (such as the 
relationship of hospitalization costs and general earnings) developed 
as they are set forth in the assumptions, then it is possible that the 
comnbined employer-employee contribution rate would not have to 
increase beyond 1.0 percent. 

(3) Number of persons protected on July 1, 1966 
It is estimated that on July 1, 1966, the total population of the 

United States (including American Samoa, Guam, Puerto Rico, and 
the Virgi Islands) who are aged 65 and over will be 19.10 million 
(after anwance for underenumeration in the census counts and in 
population prjetions based thereon). 

The tota[ number of such persons who are estimated to be eligible 
for the hospital and related benefits on the basis of insured status under 
the old-age, survivors, and disability insurance system and the rail
road retirement system is 16.95 million. Of the remaining 2.15 
million, about 2.00 million are estimated to be eligible for the hospital 
and related benefits under the transitional provision on eligibility of 
presently uninsured individuals, as contained in your committee's binl. 
The remaining 150,000 persons are not eligible for hospital and 
related benefits because they are active or retired employees who are 
eligible (or had the opportunity to be eli ible) for more comprehensive 
benefits under the F ederal Employees ¶ealth Benefits Act of 1959, 
because they are alien residents who do not meet the residence 
requirements, or because they are subversives. 

The cost for the 2.00 million persons who would be blanketed in 
for the hospital and related benefits is met from the General Treasury 
(with the financial transactions involved pasin through the hospital 
insurance trust fund). The costs so involved, long wih the financial 
transactions, are not included in the preceding cost analysis or in the 
following discussions of the progress of the hospital insurance trust 
fund. A later portion of this section, however, discusses these costs 
for the blanketed-in group. 

(4) Future operations of hospital insurancetrust fund 
Table C shows the estimated operation of the hospital insurance 

trust fund under your committee's bill. According to this estimate, 
the balance in the trust fund would grow steadily in the future, 
increasing from about $560 million at the end of 1966 to $1.9 billion 
5 years later. Over the long range, the trust fund would build up 
steadily, reaching $9.9 billion mn 1990 (representing the benefit 
outgo for 1. 1 years at the level of that time). 
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TABLE C.-Estimated progress of hospital insurancetrust fund 
[In millions] 

Contribu- Benefit Admini- Interest Balance in 
Calendar year tions payments strative on fund fund at 

expenses end of year 

19066------------------------------------ $1,578 $982 l$50 $17 $562 
1967------------------------------------- 2,601 2,192 66 20 92 
1968------------------------------------- 2,790 2,891 72 34 1,286 
1969------------------------------------- 2,879 2,607 78 45 1,525 
1970------------------------------------- 2,983 2,840 85 50 1,633 
1971------------------------------------- 3,327 3,055 92 55 1,868 
1972------------------------------------- 3,488 3,280 98 60 2,038
1973------------------------------------- 3,929 3,516 105 68 2,414 
1974------------------------------------- 4,120 3,760 113 77 2,738
19751------------------------------------ 4,267 4,028 121 84 2,950
1980------------------------------------- 6,123 5,276 158 140 5,018 
1985------------------------------------- 7,038 6,823 205 236 7,681 
1990 ------------------------------------- 9,030 8,784 263 306 9,948 

1Including administrative expenses incurred in 1965. 

NOTFE-The transactions relating to the noninsured persons, the costs for whom is borne out of the general
funds of the Treasury, are not shown in the above figures. 

(e) 	 Cost estimatefor hospitalization,benefits for noninsured persons paid 
from generalfunds 

Your committee's bill would provide hospitalization and related 
benefits not only for beneficiaries of the old-age, survivors, anll dis
ability insurance system and the railroad retirement system, but 
also for most persons aged 65 and over in 1966 (and for many of those 
attaining this age in the next few years) who are not insured under 
either of these two social insurance systems. Such benefit protection 
would be provided to any person aged 65 and over on July 1, 1966, 
who is not eligible as an old-age, survivors, and disability insurance 
or railroad retirement beneficiary and who (a) is not an employee of 
the Federal Government or a retired Federal employee eligible (or 
who bad the opportunity to be eligible) for health benefits under the 
Federal Employees Health Benefits Act of 1959, (b) is not a member 
of a subversive organization and has not been convicted of subversive 
activities, and (c) is a citizen or has had at least 10 years of continuous 
residence. 

Persons meeting such conditions who attain age 65 before 1968 
also would qualify for the hospitalization benefits,. while those attain
ing age 65 after 1967 must have some old-age, survivors, and disability 
insurance or railroad retirement coverage to qualify-namely, 3 
quarters of coverage (which can be acquired at any time after 1936) 
for each year elapsing after 1965 and before the year of attainment of 
age 65 (e.g., 6 quarters of coverage for attainment of age 65 in 1968,1 
9 quarters for 1969, etc.). This transitional provision "washes out" 
for men attaining age 65 in 1974 and for women attaining age 65 in 
1972, since the fully-insured-status requirement for monthly benefits 
for such categories is then no greater than the special-insured status 
requirement. 

The benefits for the "noninsured" group would be paid from the 
health insurance trust fund, but with simultaneous reimbursement 
theref or from the general fund of the Treasury on a current basis. 
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The estimated cost to the general fund of the Treasury for the 
hospitalization and related benefits for the noninsured group is as 
follows for the first 5 calendar years of operation (in millions): 

Codtto Geneal 
Calendar year: 	 7re-Yr 

1966 (last 6months) -------------------------------------------- $140 
1967 ----------------------------------------------------------- 275 
1968 ----------------------------------------------------------- 270 
1969 ----------------------------------------------------------- 260 
1970 ----------------------------------------------------------- 250 

The cost to the general fund of the Treasury decreases slowly for the 
closed group involved. Offsetting, in large part, the decline in the 
number of eligibles blanketed in is the increasing hospital utilization 
per capita as the average age of the group rises and the increasing

hospitaliation 	costs in future years. 

6. 	 ACTUARIAL COST ESTIMATES FOR THE VOLUNTARY SUPPLEMENTARY 
HEALTH INSURANCE BENEFITS3 SYSTEM 

(a) Summary of actuarialCoet estimates 
The supplementary health insurance benefits system that would 

be established by your committee's bill has an estimated cost for 
benefit payments incurred and for administrative expenses that would 
adequately be met during the first 2 years of operation (1966-67)
by ihe individual premium rates prescribed plus the equal matching
contributions from the general fund of the Treasury. Both contri
butions and benefit payments would begin in July 1966. In subse
quent years, your committee's bill provides for appropriate adjust
menit of the premium rates so as to assure that the program wil be 
adequately financed, along with the establishment of sufficient con
tingency reserves. Although provision is made for an advance appro
priation from general revenues to provide a contingency reserve during
the period July 1966 through June 1967, it is believed that this will 
not actually have to be drawn upon, but nonetheless it serves as a 
desirable safeguard to the financing basis of the program.

Just as in the case of the hospital insurance system, it is essential 
that the operating experience of a vast new program such as this 
should be subject to prompt, thorough actuarial review and study.
Accordingly, your committee approves of the suggestion that has been 
made for a small random sample of the eligibles to be maintained on 
a current basis, so as to permit intensive study by the actuary without 
the delay that would be inherent in attempting to obtain operating ex
perience data for the entire group of persons covered under the system 

(b) Financingpolicy 
(1) Self-supporting nature of system 

Your committee has recommended the establishment of a supple
mentary health insurance benefits program that can be voluntarily
elected, on an 	individual basis, by virtually all persons aged 65 and 
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over in the United States. This program is intended to be completely
self-supporting from the contributions of covered individuals and from 
the equal-matching contributions from the general fund of the Treas
ury. Initially (for the period July 1966 through December 1967), the 
premium rate is established at $3 per month, so that the total income 
of the system per participant per month will be $6. Persons who do not 
elect to come into the system at as early a time as possible will gener
ally have to pay a higher premium rate than $3. Under your com
mittee's bill, the monthly premium rate can be adjusted for future 
years after 1967 so as to reflect the expected experience, including 
an allowance for a margin for contingencies. All financial operations
for this program would be handled through a separate fund, the sup
plementary health insurance benefits trust fund. 

Your committee's bill also provides for the establishment of an 
advance appropriation from the General Treasury that will serve as 
an initial contingency reserve in an amount equal to $18 (or 6 months' 
per capita contributions from the General Treasury) times the number 
of individuals who are estimated to be eligible for participation in 
July 1966. This amount, which is approximately $345 million, would 
be appropriated before July 1, 1966, but it would not actually be 
transferred to the supplementary health insurance benefits trust 
fund unless, and until, some ofit would be needed. This contingency 
amount would be available only during the first year of operations
(July 1966 through June 1967), and any amounts actually transferred 
to the trust fund Would be subject to repayment of the funds of the 
Treasury (without interest). 

(2) Actuariat soundness of system 
The concept of actuarial soundness for the old-age, survivors, and 

disability insurance system and for the hospital insurance system is 
somewhat different than that for the supplementary health insurance 
benefits program. In essence, the last system is on a "current 
cost" financing basis, rather than on a "long-range cost" financn 
basis. The situations are essentially different because thefiacl 
support of the supplementary health insurance benefits system comes 
from a premium rate that is subject to change from tune to time, 
in accordance with the experience actually developing and with the 
experience anticipated in the near future. The actuarial soundness 
of the supplementary health insurance benefits program, therefore, 
depends only upon the "short-term" premium rates being adequate 
to meet, on an accrual basis, the benefit payments and administrative 
expenses over the period for which they are established (including the 
accumulation and maintenance of a contingency fund). 

(c) Results of cost estimates 
(1) (Yost assumption~s 

Only a relatively small amount of data is available in regard to the 
physician's services and other services that would be covered by the 
Supplementary health insurance benefits system. The cost estimates 
used in determining the premium rate to be charged to individuals, 
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along with the matching Government contribution, have utilized 
data from the experience under the Federal Employees Health Benefits 
Act of 1959 for persons aged 65 and over, the experience under the 
Connecticut 65 program, and various information obtained by the Na
tional Health Survey conducted on a periodic basis by the Public 
Health Service of the Department of Health, Education, and Welfare. 

The cost estimates have been made on a conservative basis.--as 
seems essential in a newly established program of this type for persons 
aged 65 and over, most of whom have not previously had such insur
ance. It is believed that the $6 total per capita 'income of the -system 
(from the premiums of the individuals and the matching Government 
contributions) will be fully adequate to meet the costs of administra
tion and the benefit payments incurred, as well as to build up a rela
tively small contingency reserve. It is believed that there will be no 
need to draw upon'the advance appropriation that is provided from 
general revenues. 

Two cost estimates have been presented in regard to the possible 
per capita cost. Under the low-cost estimate, the benefits and 
admninistrative expenses will, on an accrual basis, represent about 75 
percent of the contribution income, whereas under the high-cost 
estimate, the corresponding ratio will be almost 100 percent.

In an individual voluntary-election program such as this, it is 
impossible to predict accurately in advance what proportion of those 
eligible to participate in the program will actually do so. Accordingly, 
the cost estimates have been presented on two bases-an a~sumed 80 
percent participation and an assumed 95 percent participation. Both 
of these estimates assume that virtually all State public assistance 
agencies will "buy in" for their old-age assistance recipients. 

(2) Short-range operations of 8upplementary health insurance 
benefits trust fund 

Table D presents estimates of the operation of the supplementary 
health insurance benefits trust fund for the first 2 years of operation,
1966-67. As indicated previously, four sets of estimates 'are given, 
under different, assumptions as to low-cost and high-cost estimates 
and low and high participation. A significant balance in the trust 
fund develops in 1966, because of the lag involved ii1 making benefit 
payments, since there are the factors of administrative processing and 
of the deductible that must be met first before any benefits are pay
able. In this respeett, it will be noted that the income from premium 
payments by individuals will go into the trust fund beginning in the 
early part of July 1966, and the matching Government contributions 
will go into the trust fund simultaneously. 

Under the low-cost estimates, the trust fund is'estimated to have a 
balance of-about $300 to $350 million at the end of 1966, and between 
$600 and $700 million at the end of 1967. -On the other hand, under 
the high-cost estimates, the balance ini the trust fund at the end of 
1966 will-be between $200 and 0,50 million, and will remain at suob
stantially this level during 1967. 
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TABLE D. -Estimated progress of supplementary heaW&h insurance benefits trust fund 
[in millions] 

Contributions 
Benefit Admni- Interest Balance in 

Calendar year payments tratv x on fund fund at end 
Partici- Govern- penses of year
panis ment 

Low cost estimate, SO-percent participation 

1966 I----------------- $275 $275 $195 $65 5 $295 
1967--------------------------- 560 560 765 5 15 59 

Low-cost estimate, 95-percent participation 

19661----------------- $325 $325 $230 $0 $5 $345 
1967--------------------------- 665 665 905 90 20 700 

High-cost estimate, SO-percent participation 

19661'------- ----------------- $275 $275 $260 $5 $5 $210 
1967--------------------------- 56 560bo 1,025 95 10 220 

High-cost estimate, 95-percent participation 

19ow---------------------------- $325 $325 $310 $100 $5 $245 
1967--------------------------- 665 665 1,220 110 10 255 

I Contributions would be collected only during the last 6 months of 196, and benefit payments would 
likewise be payable only during that period. Administrative expenses shown include both these for the 
full year 1966 and such Yexpenses as incurred in 1965. 

NOTE.-Not included above is the advance appropriation from general revenues that is to provide a con
tingency reserve during fiscal year 1966-67 (to be used only if needed and to be repayable). 

6. IMPROVEMENT AND EXTENSION OF KERR-MILLS PROGRAM 

(a) Background 
The provision of medical care for the needy has long been a responsi

bility of the State and local public welfare agencies. In recent years, 
the Federal Government has assisted the States and localities in carry
ing this responsibility by participating in the cost of the care provided. 
Under the original Social Security Act, it was possible for the St~ates, 
with Federal help, to furnish money to the needy with which they could 
buy the medical care they needed. Since 1950, the Social Security 
Act has authorized participation in the cost of medical care provided 
in behalf of the needy aged, blind, disabled, and dependent children-
the so-called vendor payments. This method of providing care has 
proved popular with the suppliers of medical care, the agencies adminl
istering the programs, and the recipients themselves. 

Several times since 1950, the Congress has liberalized the provisions 
of law under which the States administer the State-Federal program of 
medical assistance for the needy. The most significant enactment was 
in 1960 when the Kerr-Mills medical assistance for the aged programn 
was authorized. This legislation offers generous Federal matching to 
enable the States to provide medical care in behalf of aged persons who 
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have enough income for their basic maintenance but not enough for 
medical care costs. This program has grown to the point where 40 
States and 4 other jurisdictions have such a program and 227,000 aged 
were aided in December 1964. Furthermore, medical care as a part. of 
the cash maintenance assistance programs has also grown through the 
years until, at this time, nearly all the States make vendor payments 
for some items of medical care for at least some of the needy.

Your committee bill is designed to liberalize the Federal law under 
which States operate their medical assistance programs so as to make 
medical services for the needy more generally available. To accom
plish this objective, your committee bill would establish, effectiv~e 
January 1, 1966, a new title in the Social Security Act,-"Title XIX: 
Grants to the States for Medical Assistance Programs." After an 
interim period ending June 30, 1967, all vendor payments for medical 
care, including medical assistance for the aged, would be administered 
under the provisions of the new title. Until June 30,1967, States might
continue operating under the vendor payment provisions of title I 
(old-age assistance and medical assistance for the aged), title IV (aid
to families with dependent children), title X (aid to the blind), title 
XIV (aid to the permanently and totally disabled), and title XVI 
(the combined adult program), or if they wish, they might move as 
early as January 1, 1966, to the new title. Programs of vendor pay
ments for medical care will continue, as now, to be optional with the 
States. 
(b) State planh requi7'eefin~t8 

(1) Standardprovisions 
The provisions in the proposed title XIX contain a number of re

quirements for State plans which are either identical to the existing 
provisions of law or are merely conforming changes. These are: 

That a plan shall be in effect in all political subdivisions of the 
State. 

That there shall be provided an opportunity for a fair hearing 
for any individual whose claim for assistance is denied or not acted 
upon with reasonable promptness. 

That the State agency will make such reports as the Secretary 
may from time to time req~uire. 

That there shall be safeguards provided which restrict the use 
or disclosure of information concerningl applicants or recipients 
to purposes directly connected with the administration of the 
plan. 

That all individuals wishing to make application for assistance 
under the plan shall have an opportunity to do so and that such 
assistance shall be furnished with reasonable promptness. 

That in determining whether an individual is blind there shall 
be an examination by a physician skilled in the diseases of the 
eye or by an optometrist, whichever the individual may select. 

That medical assistance will be furnished to individuals who 
are residents of the State but who are absent therefrom. 

(2) Additions to standard provision 
In addition to the requirements for State plans mentioned above, 

your committee bill contains several other plan requirements which 
are either new or changed over provisions currently in the law. 
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The bill provides that there shall he financial participation by the 
State equal to not less than 40 percent of the, non-Federal share of the 
expenditures under the plan and that effective July 1, 1970, the financial 
partici~pation by the State shall equal all the non-Federal share. This 
provision was included to make certain-that the lack of availability of 
local funds for financing of any part of the program not affect the 
amount, scope, or duration of benefits or the level of administration 
set by the State. Prior to the 1970 date, your committee will be will
ing to consider other legislative alternatives to the provisions making 
the entire non-Federal share a responsibility of the State so long as 
these alternatives, in maintaining the concept of local participation, 
assure a consistent statewide program at a reasonable level of adequiac9. 

The bill contains a provision found in the other public assistance 
titles of the Social Security Act that the State plan must include such 
methods of administration as are found by the Secretary to be neces
sary for the proper and efficient operation of the plan, with the addition 
of the requirement that such methods must include provisions for 
utilization of professional medical personnel in the administration of 
the plan. It is important that State utilize a sufficient number of 
trained and qualified personnel in the administration of the program 
including both medical and other professional staff. 

Your committee bill provides that the State or local agency admin
istering the State plan under title XIX shall be the same agency which 
is currently administering either title I (old-age assistance) or 
that part of title XVI (assistance for the aged, blind, and the disabled, 
and. medical assistance for the aged) relating to the aged. Where the 
program relating to the aged is State-supervised, the same !Stateagency 
shall supervise the administration of title XIX. This provision was 
included because of the need to have the same agency which is most 
familiar with the administration of assistance (including medical care) 
to various groups of needy or nearly needy people also administer the 
medical assistance program. This is an agency with long experience 
and skill in determination of eligibility. Responsibility can be ar
ranged by a welfare agency for actual provision of medical care by or 
through a health agency under suitable contractual relationships as 
some States have done under the MAA program. 

Moreover, your committee recognizes that there are other State agen
cies with responsibilities for the provision of medical care or for var
ious types of rehabilitative services in the States. In order to make 
certain that there is no duplication of effort and that maximum utiliza
tion will be made of the resources available from such other agencies, 
your committee bill provides that the State's plan must include provi
sions for entering into cooperative arrangements with State agencies 
responsible for administering or supervising the administration of 
health services and vocational rehabilitation services in the States. 

Your committee bill also provides that if, on January 1, 1965, and 
on the date a State submits its title XIX plan, the State agency ad
ministering or supervising t~he administration of the State plan for the 
blind under title X or title XVI of the Social Security Act is different 
from the,State agency administering or supervising thie, administration 
of the plan relating to the aged under title I or title XVI, such blind 
agency may be designated to administer orspevs the administra
tion of the portion of the title XIX plan which relates to blind individ
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uals. In such case, the portion of the title XIX plan administered or 
supervised by each agency shall be regarded as a separate plan.

Current provisions of law requiring States to have an agency or 
agencies responsible for establishing and maintaining standards for 
the types of institutions included under the State plan have been con
tinued under the bill. Your committee expects that these provisions
will be used to bring about progressive improvement in the level of 
institutional care and services provided to recipients of medical as
sistance. Standards of care in many medical institutions are not now 
at a satisfactory level and it is expected that current standards appli
cable to medical institutions will be improved by the State's standard-
setting agency and that these standards will be enforced by the appro
priate State'body.

Under provisions of your committee bill, the State plan must include 
such safeguards as may be necessary to assure that eligibility for care 
and services under the plan will be determined, and that such care and 
services will be provided, in a manner consistent with simplicity of 
administration and the best interests of the recipient. This provision 
was included in order to provide some assurance that the States will 
not use unduly complicated methods of determining eligibility which 
have the effect of delaying in an unwarranted fashion the decision on 
eligibility for medical assistance or that the States will not administer 
the provisions for services in a way which adversely affects the avail
ability or the quality of the care to be provided. Your committee 
expects that under this provision, the States will be eliminating unre
warding and unproductive policies and methods of investigation and 
that they will develop such procedures as will assure the most effective 
working relationships with medical facilities, practitioners, and sup
pliers of care and service in order to encourage their full cooperation
and participation in the provision of services under the State plan. 
(c) Eligibilityfo medicalamsiewTwne 

Under your committee bill, a State plan to be approved must in
clude provision for medical assistance for all individuals receiving aid 
or assistance under State plans approved under titles I, IV, X, XIV,
and XVI. These people are the most needy in the country and it is ap
propriate for medical care costs to be met, first, for these people. Thus,
under the provisions of the bill, these people will have the first call 
upo the resources of the States to provide medical care. It is only 
if this group is provided for that States may include medical assistance 
t~o the less needy than those who would be eligible for aid under the 
various other categories of public assistance. 

Under your committee bill, medical assistance made available to per
sons receiving assistance under title I, IV, X, XIV, or XVI must not 
be less in amount, duration, or scope than thnt Iprovided for persons
receiving aid under any other of those titles. In other words, the 
amount, duration, and scope of medical, assistance made available 

-must be-the-same for-all such-persons. This willmasure comnnarable 
treatment for all of the needy aided under the federally aides cate
gories of assistance and will eliminate some of the unevenness which 
has been apparent in the treatment of the medical needs of various 
groups of the needy. 

The bill provides furthermore that as States extend their programs
to include assistance for persons who come within the various cate
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gories of assistance except that their income and resources are suffi
cient to meet their needs for maintenance, the medical assistance given
such individuals shall not be greater in amount, duration, or scope
than that made available for persons who are recipients of money pay
mnents. This was included in order to make sure that the most needy
in a State receive no less comprehensive care than those who are not 
as needy. 

Under the bill, if a State extends the program to those persons not 
receiving assistance under titles I, IV, Xi XIV, and XVI, the deter
mination of financial eligibility must be on a basis that is comparable 
as among the people who, except for their income and resources, would 
be recipients of money for maintenance under the other public assist
ance programs. Thus, the income and resources limitation for the 
aged must be comparable to that set for the disabled and blind and 
must also have a comparability for that set for families with children 
who. excent for their income and resources, would be eligible for 
AFDC. The scope, amount, and duration of medical assistance avail
able to each of these groups must be equal. 
(d) Determinationofneed formedical a8istance 

Your committee bill would make more specific a provision now in 
the law that in determining eligibilit~y for and the extent of aid under 
the plan, States must use reasonable standards consistent with the 
objectives of the titles. Although States may set a limitation on in
come and resources 'which individuals may hold -and be eligible for aid,
they must do so by maintaining a comparability among the various 
categorical groups of needy people. Whatever level of financial 
eligibility the State determines to be that which is applicable for the 
eligibility of the needy aged, for example, shall be comparable to that 
which the State sets to determine the eligibility for the needy blind and 
disabled; and must also have a comparability to the standards used 
to determine the eligibility of those who are to receive medical assist
ance as needy children and the parents or other relatives caring for 
them. 

Another provision is included that requires States to take into ac
count only such income and resources as (determined in accorda~nce 
with standards prescribed by the Secretary) are actually av'ailable 
to the applicant or recipient and as would not be disregarded (or set 
aside for future needs) in determining the eligibility for and the 
amount of the aid or assistance in the form of money payments for 
any such -applicant or recipient under the tit-le of the Social Security 
Act most appropriately applicable to him. Incomteand resources taken 
into account, furthermore, must be reasonably evaluated by the States. 
These provisions are designed so that the States will not assume the 
availability of income which may not, in fact, be available or over-
evaluate income, and resources whiich are available. Exampleg of in
come assumed include support orders from absent fathers, which hove 
not been paid or contributions, from relatives which are not in reality
received by the needy individual. The provisions also are designed to 
assure that whatever is applicable tinder titles I, IV, X, XIV, and 
XVI for the disregarding of income or for setting aside of income shall 
also be applicable in evaluating the income of the individual who is 
applying for medical assistance under title XIX. Titles, I and X Pnw 
provide for the disregarding of certain income and title IV provides 
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that income may be set aside for the future needs of the children. 
Other pertinent provisions for the disregard of income are found in 
the Economic Opportunity Act and the Food Stamp Act of 1964. 

Your, committee has heard of hardships on certain individuals 
by requiring them to provide support -andto pay for the medical care 
needed by relatives. Your committee believes it is proper to expect 
spouses to support each other and parents to be held accountable for 
the support of their minor children and their blind or permanently
irnd totally disabled children even though 21 years of age or older. 
Such requirements for support may reasonably include the payment
by such relative, if able, for medical care. Beyond such degree of rela
tionship, however, requirements imposed are often destructive and 
harmnful to the relationships among members of the family group.
Thus, States may not include in their plans provisions for requiring
contributions from relatives other than a spouse or the parent of a 
minor child or children over 21 who are blind or permanently and 
totally disabled. Any contributions actually made by relatives or 
friends, or from other sources will be taken into account by the State 
in determining whether the individual applying for medical assistance 
is, in fact, in need of such assistance. 

The bill also contains a provision designed to correct one of the 
weaknesses identified in the medical assistance for the aged program.
Under the current provisions of Federal law, some States have en
acted programs which contain a cutoff point on income which deter-
m~nes the financial eligibility of the individual. Thus, an individual 
with an income just under the specified limit may qualify for all of
the aid provided under the State plant.. Individuals, however, whose 
income exceeds thme limitation adopted bv the State are found ineligible
for the medical assistance provided under the State plan even though
the excess of the individual's income may be small when compared
with the cost of the medical care needed. In order that all States 
shall be flexible in the consideration of an individual's income, your
committee bill requires that the States standards for determining e'ligi
bility for and extent of medical assistance shall take into account, ex
cept to the extent prescribed by the Secretary, the cost-whether in the 
form of insurance'premiums or otherwise,-incurred for medical care 
or any other type of remedial care recognized under State law. Thus,
before an individual is found ineligible for all or part of the cost of his 
medical needs, the State must be sure that the income of the individual 
has been measured in terms of both the State's allowance for basic 
maintenance needs and the cost of the medical care he requires.

The State may require the use of all the excess income of the in
dividual toward his medical expenses, or some proportion of that 
amount.. In no event, however, with respect to either this provision 
or that described below with reference to the use of deductibles for 
certain items of medical service, may a State require the use of income 
or resources which would bring the individual -below the test of eli

-g-ibility -under the State plan-; - If the test of 'eligibilify should be
$2,000 a year, an individual with income in excess of that amount 
shall not be required to use his income to the extent he has remaining
less than $2,000. This action would reduce the individual below the 
level determined by the St-ate as necessary for his maintenance. 

The bill contains several interrelated provisions which prohibit or 
limit the imposition of any deduction, cost sharing, or similiar charge, 
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nor of any enrollment fee, premium, or similar charge, under the plan. 
No deduction, cost sharing or similar charge may be imposed with 

respect to inpatient hospital services furnished under the plan. This 
provision is related to another provision in the bill which requires 
States to pay reasonable costs for inpatient hospital services provided
under the plan. Taken together, these provisions give assurance that 
the hospital bill incurred by a needy individual shall be paid in full 
under the provisions of the St-ate plan for the number of days covered 
and that States may not expect or require the individual to use his 
income or resources (except such income as exceeds the State's main
tenance level) toward that bill. Tl-~reasonable cost of inpatient 
hospital services shall be determined, in accordance with standards 
approved by the Secretary and included in the State plan. 

For any ot~her items of medical assistance furnished under the plan, 
a charge of any kind may be imposed only if the State so chooses, and 
the charge must be reasonably related to the recipient's income or his 
income and resources. The same limitations apply in the case of any 
enrollment. fee, premium, or similar charge imposed with respect to 
inpatient hospital services. The Secretary is given authority to issue 
standards under this provision, which it is expected will protect the 
income and resources an individual has which are necessary for his 
nonmed ical needs. 

The hospital insurance benefit progrsm included under other pro
visions of the bill provides for a, deductible whichb must be paid in 
connection with the individual's claim for hospitalization benoftits,. 
Your committee is concerned that hospitalization be readily available 
to needy persons and that the necessity of their paying deductibles 
shall not, be a hardship on them or a factor which may prevent their 
receiving the hospitalization they need.. For this reason, your coiji
mittee's bill provides that the Sta tes make provisions, for individuals 
65 years or older, of the cost of any deductible imposed with respect 
to individuals under the, program established by the hospital insur
ance provisions of the Ilill. 

A State medical assistance plan may provide for the payment ini 
full of any deductibles or cost sharing under the insurance program 
established by part 11of tit-le XVIII. In the event, however, the 
State plan provides for the individual to assume a portion of such 
costs, such portion shall be determined on a basis reasonably related 
to the individual's income or income and resources and in conformity 
with standards issued by the Secretary. The Secretary is authorized 
to issue standards--under this provision which, it is expected, will 
protect the income and resources of the individual needed for his 
maintenanice-to guide the States. Such standards shall protect the 
income and resources of the individual needed for his maintenance and 
provide assurance that the responsibility placed on individuals to 
share in the cost shall not be an undue burden on them. 

Titles I and XVI authorizing the medical assistance for the aged 
program now provide that the States may not impose a lien against 
the property of any individual prior to his-death on account of medical 
assistance payments except pursuant to a court judgment concerning 
incorrect payments, and prohibits adjustment or recovery for amounts 
correctly paid except from the estate of an aged person after his death 
and that of his surviving spouse. This pr~ovision, under your com
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mittee bill, has been broadened so that such an adjustment or recovery
would be made only at a time when there is no surviving child who is 
under the age of 21 or who is blind or permanently and totally disabled. 
(e) Scope anddefin~itio'nof medicalSerViCe8 

"Medical assistance" is defined under the bill to mean payment of 
all or part of the care and services for individuals who would if 
needy, be dependent under title IV, except for section 406(a) (2), and 
are under the age of 21, or who are relatives specified in section 406 
(b) (1) with whom the child is living, or.who are 65 years of age and 
older, blind, or permanently -and totally disabled, but whose income 
and resources are insufficient to meet all their medical care costs. 
The bill, as do current provisions of law, permits Federal sharing in 
the cost of medical care provided up to 3 months before the month 
in which the individual makes application for assistance. Thus, the' 
scope of the program includes not only the aged, blind, disabled, and 
dependent children as defined in State plans, but also children under 
the age of 21 (and their caretaker relatives) who come within the scope
of title IV, except for need and age, even though they may not be 
defined as eligible under a particular State plan.

Your committee bill contains a list of services, the first five of which 
the States are required to include in their plans, if they elect to im
plement title XIX, and the remainder of which are optional with the 
St~ates. The required services are: 

Inpatient hospital services. 
Outpatient hospital services. 
Other laboratory and X-ray services.4 
Skilled nursing home services. 
Physicians' service, whether furnished in the office, the pa

tient's home, a hidspital, or a skilled nursing home or elsewhere. 
In the opinion of your committee, these are the most essential items 

of service which should be included as a minimum if the medical assist
ance programf is to be of significant help to the individual. These min
imum items of service are to become effective July 1, 1967; until then,
the State plan must include-as now provided-in titles I and XVI-
for some institutional and some noninstitutional service. 

Other items ofnmedical service which the States may, if they wish 
include in their plans are: 

Medical care, or any other type of remedial care recognized
under State law, furnished by -licensed7 practitioners within the 
scope of their practice as define~d by State law. 

Home health care services. 
Clinic service. 
Private duty nursing service. 
Dental service. 
Physical therapy and related -services. 
Prescribed drugs, dentures, prosthetic devices, and eyeglasses

prescribed by a physician skilled in diseases of the eye or by an 
optometrist. whichever the individual may select.

Other diagnostic, screening, preventive, and rehabilitative 
services. 

Any other medical care, and any other type of remedial care 
recognized under State law, specified by the Secretary. 
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The States must pay the reasonable cost of inpatient hospital services 
for the number of Says of care provided under the plan. 

Among the items of medical services which the States may include 
is medical care, or any other type of remedial care recognized under 
State law, furnished by licensed practitioners within the scope of 
their practice as defined by State law. Under this provision, a State 
may if it wishes, include medical and remedial services provided by
osteopaths, chiropractors, optometrists and podiatrists, and Christian 
Science practitioners, if such practitioners and services are licensed 
by the State. 

If a State chooses to provide eyeglasses as a service under the plan, 
your committee believes that the individual recipient should be free 
to select either a physician skilled in diseases of the eye or an opto
metristto provide these glasses. Many small communities do not have 
qualified ophthalmologists but do have optometrists who are com
petent to provide, fit, or change eyeglasses.

In addition to the items specifically listed, the Secretary is author
ized to define any other medical care or any other type of remedial care 
recognized under State law which he believes might be provided by the 
States and in which the Federal Government will participate
financially.

The State plan may not include any individual who is an inmate of 
a public institution, except as a patient in a medical institution; nor 
mnay it include any individual under the age of 65 who is a patient
in an institution for tuberculosis or mental diseases. 

Under title XIX, it will be possible for States to give medical as
sistance to persons 65 years of age and older who are in mental and 
tuberculosis institutions and to otherwise eligible persons of any age
with a diagnosis of psychosis or tuberculosis and who are receiving 
care in other medical institutions. Under the bill, if the plan includes 
medical assistance for patients in institutions for mental diseases or 
tuberculosis, various requirements are specified for inclusion in the 
State plan with respect to these individuals and various other fiscal
and other provisions are included. These are identical with those in
cluded in title II, part 3 of the bill and are explained elsewhere in 
this report.

Medical assistance provided under the bill may include payment for 
care and -services provided at any time within the month in which an
individual becomes eligible or *inelig'ible for assistance, e.g., by- attain
ing a specified age. This avoids the administrative inconvenience of 
having to segregate bills by the day of the month on which care or serv
ices were provided and is consistent with the monthly pattern of bene
fits under the other public assistance titles. 
(f) Otherco'nditio'nsforplainapprovaI 

Title XIX requires that the Secretary approve any plan which ful
fills the plan requirements specified and described aboDve and which 
does not contain certain other conditions. Under these provisions, a
State plan may not include an age requirement of more than 65 years.
Effective July l,* 1967, States may not., under the provisions of 
your committee bill, exclude any individual who has not attained 
the age of 21 and is, or would;, except for the provisions of 
section 406 (a) (2) be, a dependent child under title IV. Thus,
States will include within the scope of their plan all children 
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under the age of 21-whether or not thyq are attending school 
or taking a program of vocational training-who would other
wise be within the scope of eligibility of a dependent child as 
defined under title IV of the Social Security Act. This provision was 
included in order to provide assurance that children under the age 
of 21 will have their medical needs met if they are either a member 
of a family receiving a money payment under title IV of the Social 
Security Act or a member of a family which has the need and other 
characteristics described under title IV. 

The Secretary would be prohibited from approving any plan which 
imposed a residence or citizenship requirement that goes beyond those 
now in title I and title XVI as they relate to the medical assistance for 
the aged program. In addition, the Secretary 'is directed not to ap
prove any State plan for medical assistance if he finds that the ap
proval and operation of the plan will result in a reduction in the level 
of aid or assistance provided for eligible individuals under title I, IV, 
X, XIV, or XVI. An exception is provided allowing States to reduce 
such aid to the extent that assistance now provided under titles I, IV, 
IX, XIV, and XVI is to be provided under title XIX. The reason 
your committee recommends the inclusion of this provision is to make 
certain that States do not divert funds from the provision of basic 
maintenance to the provision of medical care. If the Secretary should 
find that his approval of a title XIX plan would result in a reduction 
of aid or assistance for persons receiving basic maintenance under the 
public assistance titles of the Social Security Act (except as specified 
above) he may not approve such a plan under title XIX. Your com
mittee recognizes the need and urgency for States to maintain, if not 
improve, the level of basic maintenance provided for needy people 
under the public assistance programs. The provision is intended to 
prevent any unwarranted diversion of funds from basic maintenance 
to medical care. 
(g) Financingof medical ae8igtamee 

Your committee bill provides for payments under title XIX, begin
ning with the quarter commencing January 1, 1966. States with ap
proved plans would receive an amount equal to the Federal medical as
sistance percentage of the total amount expended during a quarter as 
medical assistance under the State plan. This percentage is described 
below. The amount expended as medical assistance for purposes of 

Fedeal mtchig include expenditures for premiums underpr
of title XVIII for individuals who are recipients of money payments 
under one of the Federal-State public assistance programs. This 
may include payment of premiums for those individuals covered under 
agreements between the State and the Secretary, and also for other 
money payment recipients who are eligible under part B of title 
XVIII. In addition, expenditures for other insurance premiums for 
medical or any other type of remedial care or the cost thereof are 
matchable as medical assistance. (The definitions of assistance in the 
public assistance titles of the Social Security Act would also be 
amended to include similar provisions.)

In addition, the States are to receive '75 percent of so much of 
the umsexpededdurig te quarter as found necessary by the Secre
taryfortheproer nd ffiient administration of the State plan as are 

attrbutbleto he ompnsaionof skilled p~rofessional medical person
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nel and staff directly supporting such personnel of the State agency or 
the local agency administering the plan in the political subdivision. 
This provision was included in order to provide adequate Federal 
financial support for the staffing of the State and local public welfare 
departments y such skilled professional medical personnel and staff 
directly supporting such personnel as may be necessary. Such staff 
will1 include physicians, medical administrators, medical social work 
personnel, and other specialized personnel necessary to assure an ade
quate number of persons to do a quality job as well as the clerical staff, 
directly associated with the professional staff, and the necessary travel 
and other closely related expenditures. It is very likely that some peo
ple in need of medical assistance will need related social services in 
order to receive the full benefits of the program. Under the 1962 pub
lic welfare amendments, States may receive 75 percent Federal sharing 
in the cost of services provided to persons receiving aid under titles 1 
IV, X,.XIV, and XVI to former recipients of assistance under these 
titles and persons likely tc, become recipients of aid under these titles. 
Thus adequate provisions are already available to help the States fi
nance the provision of social services to those receiving medical assist
ance or the cost of training staff to provide such services and no such 
provision is included in the new title. 

In addition, the States ame to receive one-half of all other expendi
tures found by the Secretary to be necessary for the proper and effi 
cient administration of the State plan. 

The Federal medical assistance percentage is determined in accord
ance with a formula described in the bill. It provides that a State 
whose per capita income is equal to the national average per capita 
income shall receive 55 percent Federal matching. States whose per 
capita income is below the national average shall receive correspond
ingly higher proportions of Federal funds up to a maximum of 83 
percent. States whose per capita income is above the national average 
shall receive correspondingly lower percentages but not less than 50 
percent. The, medical assistance percentages for Puerto Rico, tlie 
Virgin Islands, and Guam shall be 55 percent. The method of de
termining the Federal medical assistance percent-age and the frequency 
of its determination and promulgation are (after the initial promulga
tion for the period January 1, 1966, to June 30, 1967) already specified 
in the law. 

There is a special provision for adjustment of the Federal medical 
assistance, percentage for any State which might not otherwise receive 
full advantage from the title XIX formula. It is provided that 
during the period from January 1, 1966, through June 30, 1969. the 
Federal Ymedical assistance percentage under title XIX for any State 
shall not be less than 105 percent of the Federal share of medical 
expenditu~res by the State during fiscal year 1965. The computation 
is made by determining the amount of Federal payments made to each 
State for fiscal year 1965 under all of the public assistance titles, which 
would not have been payable except for the making of vendor medical 
payments. This amount of Federal payments is compared with the 
total amount of vendor medical expenditures under the public 
assistance plans (whether below or above the matching ceilings under 
the Federal statutory formulas) to give the Federal share of medical 
expenditures by the State during -fiscal year 1965. The raising of the 

40-399 0-6-d--6O 
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Federal medical assistance percentage to 105 percent of the Federal 
share of medical expenditures for 1965 will obviate certain inequities
in the various formulas and will enable a few States which might not 
otherwise do so to receive some additional Federal funds as an in
centive for an improved program.

Provisions relating to the availability of Federal sharing in the cost 
of medical assistance for persons 65 years of age or older who are 
patients in mental or tuberculosis hospitals specify that the States will 
receive additional Federal funds only to the extent that a showing is 
made to the satisfaction of the Secretary that the additional funds 
being received are being used to extend and improve the mental health 
program of the States. Comparable provisions appear in title II, part
3 of the bill, and are explained more fully in that part of this report
relating to title II. 

The provisions of title IV, section 405 of the bill, described else
where in this report are designed to assure that the additional Federal 
funds which are to accrue to the States under the operation of the 
formula described above, shall be used directly in the public assistance 
program and may not be withdrawn from the program by the States. 

The bill sets forth provisions comparable to those which are in other 
of the public assistance titles of the Social Security Act describing
the procedure by which the State submits it-s estimates of the fUndS It 
will need and receives payments under its approved plan, and the 
procedures to be followed in the event it should become necessary to 
question the continued receipt of Federal funds under the new title. 
There is also a new provision limiting payments made under 
the new title to States making a satisfactory showing of efforts 
toward broadening the scope of care and services made available under 
the plan. This showing must be such that the Secretary is reason
ably convinced the program of medical assistance will have such 
liberalized eligibility requirements and comprehensive care and serv
ices, including needed social services to achieve independence or self-
care that by July 1, 1975, assistance and services needed will be avail
able to substantially all individuals who meet the State's eligibility
standards with respect to income and resources. This provision was 
included in order to encourage the continued development in the States 
of a broadened and more liberalized medical assistance program so 
that all persons who meet the State's test of need, whose own resources,
and the resources available to them under other programs for medical 
care, including those established for Federal matching under this bill, 
are insufficient, will receive the- medical care which they need by 1975. 
(h) Miwcellamawprovisi~w 

Title XIX would under the provisions of your committee bill become 
effective January 1, 1966. No payments may be made to a State under 
title I, IV, X, XIV, or XVI with respect to aid or assistance in the 
form of medical or other types of remedial care for any period for 
which such State receives payment under title XIX or for any period
after JuneW3, 967. Thus, under the provisions of your committee bill, 
a State is permitted to implement title XIX at any time it wishes 
commencing Janua~ry 1, 1966, but must do so by July 1, 1967, if it 
wishes to receive Federal participatirln in vendor payments for medi
cal care. When a title XIX plan has gone into effect pursuant to the 
bill, all vendor medical payments mnade on or after the effective date 
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(and administrative costs on or after the effective date, which are 
related to vendor medical payments) will be accounted for under title 
XIX, and not under the other titles. 

The bill also makes technical-and conforming amendments. 
(i) Cost of medicalaaaista'nce 

As the accompanying table shows, if all States took full advantage 
of provisions of the proposed title XIX, the additional Federal par
ticipation would amount to $238 million. However, because all States 
cannot be expected to act immediately to establish programs under the 
new title and because of provisions in the bill which permit States to 
receive the additional funds only to the extent that they increase their 
total expenditures, the Department of Health, Education, and Welfare 
estimates that additional Federal costs in the first year of operation 
will not exceed $200 million. Since the new title would be effective 
only for the last 6 months of the fiscal year ending June 30, 1966, ex
penditures in that tiscal year are not expected to exceed $100 million. 

Public a~si8tance: Increased Pederal fund8 available for medical payments 
under title XIX1 

(In thousands of dollars] 

Incrase 
state available 

under title 
XLXI 

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

Alabama ----------------------------
Alaska--------------------------------
Arizona-------------------------------
Arkansas----------------------------
California---------------------------
Colorado----------------------------
Connecticut---------------------------
Delaware------------------------
TNstrictofoiUnibia-------------------
Florida-------------------------------
Georgia------------------------------
Hawaii-------------------------------
Idaho--------------------------------
Illinnis------------------------------
Indiana-----------------------------
Iowa --- ----------------------------
Kansas------------------------------
Kent~ucky----------------------------

Lomeana--------------------------

Maine-------------------------------

Marln--------------------------

Masahusetts-----------------------
Michig-an ---------------------------
Minneaota --------------------------
Mississippi----------------------------

$235005-

i1,045 
5 

19 
3,905

20.411 
2,889
3,922 

8 
344 
684 
363 
898 
477 

13,3931
2, 136 
5,315 

5, 808 
262 

3,950
781 
141 

15,614
3,715 

27,578 
317 

Increase 
state available 

under title 
xix i 

Missouri------------------------------ 3850 
Montana----------------------------- 27 
Nebraska-----------------I----------- 1,511 
Nevada ------------------------- 26
New Hampshire---------------------- 1,031 
New. 

T
erscy-------------------------- 6,559

New Mexico------------------------- 1,684

New York -------------------------- A5,58

North Carolina----------------------- 2,890

North Dakota------------------------ 8,809g

Ohio----- -------------------------- 2,871

Oklahoma -------------------------- i14,762

Oregon------------------------------ 1,291

Penn lna----------------------- 3,098

ihodeil=nd----------------------- 2,437
South Carolina----------------------- 2,133
South Dakota------------------------- 148 
Tennessee--------------- ------------- 324 
Texas------------------------------- 1,237
Utah-------------------------------- 3,028 
Vermont----------------------------- 230
Virginia------------------------------ 119 
Washington------------------------- 2,200
West Virginia------------------------ 2,260
Wisconsin--------------------------- 17,051, 
Wyoming.--------------------- ------ 280 

I Dlased on expenditures for vendor medical payments from State and local funds for allIprograms combined
in January 1964. If State an(, local expenditre wrre reduced, the Federal expenditure would he cor
respondinglty lower, while increases in State and local expenditures would also result in increases in the 

B. C111,I HEALTH AMEaNDMENTS 

1. STT1MMARY OF COMMITTEE ACTION 

Your committee believes that the proposals embodied in part 1, title 
II of its bill will help to improve the health care of many low-income 

-preschool and school iqge children and youth.

Your committee's blill would
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(1) Increasing the amounts authorized for maternal and child 
health services and crippled children's services under title V of 
the Social Security Act in order to assist the States to move toward 
the goal of extending such services with a view to making them 
reasonably available to children in all parts of the State by July 
1, 1975; 

(2) Authorizing grants for the training of personnel to serve 
crippleId children, particularly mentally retarded children and 
children with multiple handicaps, and; 

(3) Authorizing a new 5-year program of special project grants 
to provide comprehensive health care and services for children of 
school age and for preschool children. 

(a) Maternalandchild health SerViMe 

The anmount of Federal funds going into maternal and child health 
services in the fiscal year 1964 was approximately $28 million. State 
and local funds were more than three times as much, about $92 million. 

States use Federal funds, together with State and local funds, to 
pay the costs of conducting prenatal clinics where mothers are exam
ined by physicians and get medical advice; for visits by public health 
nurses to homes before and after babies are born to help mothers care 
for their babies; for well-child clinics where. mothersq can bringr their 
babies and young children for examination. and immunizations, where 
they can get competent advice on how to prevent illnesses and where 
their many questions about the care of babies can be answered. Such 
measures have been instrumental in the reduction of maternal and in
fant mortality, especially in rural areas. Funds are used to make 
available doctors, dentists, and nurses to the schools for health exami
nations of schoolchildren. They are also used for immunizations. 
These funds support diagnostic., treatment. and counseling services for 
mentally retarded children in 47 States. Practically all States use 
some of the funds for improving the quality of services to mothers and 
children by providing special training opportunities to physicians, 
nurses, nutritionists, medical social workers, and other professional 
personnel. 'In addition, States carry out demonstration programs of 
various kinds. 

Your committee believes that increases in the child population and 
the cost of medical care, wide variations among the States in maternal 
and infant mortality, and the uneven distribution of basic health serv
ices indicate the need for additional Federal support in order to help 
States make their maternal and child health services available to chil
dren in all parts of the State by July 1,1975. 

Existing ceilings on authorizations for appropriations for maternal 
and child health services are: 

$40 million each for the fiscal years ending June 30, 1966, and 
1967; 

$45 million each for the fiscal years ending June 30, 1968,. and 
1969; and 

$50 million for the fiscal year ending June 30, 1970, and for 
each fiscal year thereafter. 

Your committee's bill would authorize an increase in these ceilings on 
approprations to: 

$4 million for the fiscal year ending June 30, 1966; 
$50 million for the fiscal year ending June 30, 1967; 
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$55 million each for the fiscal years ending June 30, 1968, and 
1969; and 

$60 million for the fiscal year ending June 30, 1970, and for 
succeeding fiscal years. 

Such increases are authorized in order to help extend maternal 
and child health services to additional parts of the States, thus pro
viding preventive health services for more mothers and children and 
contributing -to further reduction of infant mortality through greater
availability of services. 
(b) Cr'ippledchildrein'88ervices 

About $29 million of Federal funds was expended for services for 
crippled children in fiscal year 1964. Expenditures from State and 
local funds were more than twice as much-nearly $60 million. 

The program now includes children for whom medical or surgical 
care formerly was not available or feasible. Under the committee's 
bill, all State crippled children's agencies could make their services 
increasingly available to children with all kinds of handicaps such 
as cystic fibrosis, congenital heart disease, neurological disorders, 
epilepsy, hemophilia, and other problems. Some States have pro
grams for the diagnosis, treatment, and aftercare of children with 
multiple handicaps, most of whom have varying degrees of mental 
retardation. 

In 1963 about 400,000 children under 21 years of age received physi
cians' services under the crippled children's programs. Approxi
mately 293,000 children attended diagnostic clinics and close to 70,000 
children received hospitalization. About 35 percent of expenditures
in the crippled children's program are for hospital care. 

One-half of the children diagnosed in 1963 were children with non-
orthopedic defects. Deformities of a congenital nature were the largest 
single group of primary conditions among children served, nearly .30 
percent of all children served. Roughly 20 percent of these congenital
conditions consisted of malformations of the heart anld circulatory 
system.

However, differences in rate of service among States is considerable, 
the highest being 165 per 10,000, the lowest 15. This unevenness is in
dicative of the need for considerable growth of these programs in many
States. Many crippled children or children with potentially crippling
conditions do not receive needed care because their conditions may 
not be included in the State's program. For example, a number of 
States do not include children with epilepsy; others do not include 
children with strabismus, neglect of which often results in loss of 
vision in the affected eye; some States do not include children with 
hearing impairments. The major reason for these deficiencies in 
State programs is inadequate funds. 

Existing authorizations for crippled children's services are: 
$40 million each for the fiscal years ending June 30, 1966, and 

1967; 
$45 million each for the fiscal years ending June 30, 1968, and 

1969; and 
$50 million for the fiscal year ending June 30, 1970, and for 

each fiscal year thereafter. 
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Your committee's bill would authorize an increase in the ceiling on 
appropriations to: 

$45 million for the fiscal year ending June 30,1966; 
$50 million for the fiscal year ending June 30, 1967; 
$55 	million each for the fiscal years ending June 30, 1968, and 

1969; and 
$60 	million for the fiscal year ending June 30, 1970, and for 

succeeding fiscal years.
Such increases would assist the States to move toward the goal of 

extending crippled children's services with a view to making such 
services available to children in all parts of the State by July 1, 1975. 

Extension of services for crippled children to areas of a State not 
now served will increase the number of children helped by the pro
gram, and make services more accessible in all parts of a State. The 
increased funds will also help States to extend their programs and 
further broaden their definitions of "crippling."
(a) 	TrainingOf prolfe~MOn persomnel for the care of crippled chil

dren 
Your committee's bill would authorize a program of grants to 

institutions of higher learning for training (and related costs) of 
professional personnel such as physicians, psychologists, nurses, 
dentists, and social workers for work with crippled children and par-
It-icularly mentally retarded children and Ithose with multiple handi
caps. Authorizations would be $5 million for the fiscal year ending 
June 30, 1967, $10 million for the fiscal year ending June 30, 1968, and 
$17.5 million for each fiscal year thereafter. 

Of the 4.1 million children born each year about 3 percent-at
birth or later-will be classified as mentally retarded. The 27,000 
childr~n in 1963 who were served by the 92 clinics in the country
supported with maternal and child health and crippled children's 
funds represent only a small fraction of the children who need this 
kind of help. A large number of these children also have physical
handicaps. Despite the growth in the number of clinics serving men
tally retarded children, and the increase in the number of children 
served, waiting lists remain long. Lack of sufficient numbers of 
trained personnel to staff clinics is a major reason why applications for 
services for mentally retarded children exceed existing resources. 

The growth of programs for children with various handicapping
conditions including those who are mentally retarded and the con
struction of new university centers for clinical services and training 
are increasing the demands for adequate trained professional per
sonnel. These centers will offer a complete range of services for the 
mnentally retarded and will demonstrate programs of specialized serv
ices for the diagnosis, treatment, education, training, and care of 
mental readdcideicuigretarded children with physical
handias Thywl ersucsfrthe clinical training of physi
cians an te pcaie esnel needed for research, diagnosis,
training, or care. 

The program would help to reduce the severe shortage of profes
sional personnel to serve mentally retarded children and children with 
multipl1e handicaps. The training of health personnel authorized is 
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not intended to, and in your committee's judgment will not, in any 
way duplicate other programs of training (such as those, for teachers) 
of personnel to work with the mentally retarded. 
(d) 	Payment for inpatienthospitalservices 

The bill also provides for payment of the reasonable cost of in
patient hospital services provided under the State plans for maternal 
and child health services and crippled'children's services. Reasonable 
costs are to be determined in accordance with standards approved by 
the Secretary. 
(e) 	 Special project grante for lawv-income school and preschool chuil.

dren. 
The bill would authorize a 5-year program of special project grants 

to provide comprehensive health care and services for children of 
school age, or for preschool children, particularly in areas with concen
trations of low-income families. Projects would provide screening, 
diagnosis, preventive services, treatment, correction of defects, and 
aftercare for children in low-income families. 

Your committee has evidence that many of the health needs of 
lpreschool children and children of school age, particularly children 
from low-income families, are not being met because of the increase in 
the child population. This is resulting in great crowding of clinics 
Available to low-income families and inadequate preventive health 
services and medical care for their children, 

The maternal mortality rate in 1961-62 in low-per-capita income 
States was 57 percent higher than in high-per-capita income States, 50 
maternal deaths per 100,000 live births as compared with 31.9. 

The infant mortality rate for low-income States in 1962, 29.6 per 
1,000 live births, was 17 percent above that prevailing in high-income 
States. 

Hospitalization rates for children coming from families whose in
come was under $2,000 were at the rate of 42.4 per 1,000 whereas chil
dren from families with incomes of $7,000 and over were hospitalized 
at the rate of 67.7 per 1,000. 

The average length of hospital stay for all children under 15 was 
6 days. For children whose family income was under $2,000 the aver
age hospital stay was 9.3 days contrast~ed with 4.8 days for children 
coming from families with an income of $7,000 and over. 

School azed children .5 to 17 numbered 44 million in 1960 and may
reach 54 million by 1970, an increase of about 24 percent. The 4,250,
000 children born in 1960 will be enrolled in school in 1966. Much can 
be done to help preschool children to get ready for school by cor
recting and preventing health handicaps.

Your committee is convinced that health supervision in the preschool 
years is important because many childhood disabling illnesses both 
physical and emotional have their origin in infancy or the preschool 
years. Effective health supervision for children during the years be
fore entering school would helF, considerably to get them ready for 
school and reduce the extent of the need for school health services for 
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children in the first year of school. Such care should also be extended 
through adolescence. 

In school health programs, the availability of community resources 
to which children can be referred for diagnosis and treatment is the 
critical factor in the essential followup services. Without such re
sources, school health services have little meaning for low-income fam
ilies. Communities are finding that they do not have adequate re
sources to which children can be referred for diagnosis and treatment 
when they are found to be in need of treatment through school health 
programs and their resources for the examination, diagnosis, and treat
ment of preschool children to help them prepare to enter school are 
also too fwand too crowded. 

Large numbers of our children enter school and spend their school-
days with conditions which interfere with their growth, development,
and education: 

About 10,200,000 schoolchildren are in need of eye care;
About 1,500,000 children have hearing impairments-about 7 

percent already have hearing loss when they enter school; 
One in five children under age 17 has a chronic ailment;
Four million children are emotionally disturbed; 
Half the children under 15 years in the United States have 

never been to a dentist and the proportion is much greater in 
familfies with incomes under $2,0; 

Ch~ildren in-families with incomes of less than $2,000 visit the 
doctor only half as frequently as those in families with incomes of 
more than $7,000; 

Your committee's proposal will make possible programs organized 
to make~maximum use of available community medical services and 
to bring about a better distribution of the low-income patient group 
among public and voluntary community clinics and hospitals.

To be eligible for a grant a project must provide for
(!) Coordination with and utilization of other State and local 

health, welfare, and education programs for such children; 
(2) Payment of reasonable cost of in-patient hospital services; 

3) Teatent corecionof defects or after care-to be avail
abl ony' o cilden ho ould not otherwise receive it because 
theyarefro lo-inomefamilies or for other reasons beyond 

(4) Inclusion of such Screening, diagnosis, preventive services, 
treatment, correction of defects, and after care, medical or dental, 
as required by the Secretary. 

Authorizations for appropriations would be: 
$15 million for the fiscal year ending June 30, 1966; 
$35 million for the fiscal year ending June 30, 1967; 
$40 million for the fiscal year ending June 30, 1968; 
$45 million for the fiscal year ending June 30, 1969, and $50 

million for the fiscal year ending June 30, 1970. 
A full report with evaluation and recommendations is to be sub-

nutted to the President for transmission to the Congress before July
1, 1969. 
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The grants would be available to the State health agency or with its 
consent to the health agency of any political subdivision of the State, 
to the State agency administering or supervising the crippled children's 
program, to schools of medicine (with appropriate participation by 
schools of dentistry) and to teaching hospitals affiliated with schools of 
medicine. 

The grants would pay not to exceed 75 percent of the cost of projects. 
Your committee recognizes, however, that non-Federal funds may 
have to be derived from a variety of sources, particularly at the begin
ning of the program. These might include existing funds and ac
tivities of the grantee agency; funds, equipment., time of personnel, or 
space made available by other agencies; or similar items or gifts from 
other sources. 

Your committee is aware that other committees of the Congress have 
before them legislative proposals dealing with school and preschool 
children. Your committee h~as studied these proposals carefully and 
is thoroughly satisfied that there is no duplication of the services pro
vided in the special project health grants for school an presch--ool 
children incorporated in the proposed new section 532 of title V of the 
Social Security Act and no duplication is intended. Furthermore, the 
Appropriationts Committee will have an opportunity to look at these 
programs at the same time and evaluate their interrelationships. 

This program would enable State or local health agencies, crippled 
children's agencies, and medical schools and teaching hospitals to pro
vide comprehensive health care including dental ca-re to children in 
need of such care in areas where low-income families are concentrated 
and to improve the amount and quality of care available to children of 
low-income families by the organization of the necesar servcst 
provide care. It ofwould reduce the numbersofcide preschool 
and school age who are hampered by remediable handicaps and pro
v7ide necessary medical and dental care for children of low-income 
families who would otherwise not receive care. 

2. 	 COSTS OF IMPROVEMENTS IN MATERNAL AND CHILD HEALTH AND 

CRIPPLED CHILDREN'S PROGRAMS 

The accompanying tables indicate by State the allotments that,would 
be made under the maternal and child health and crippled children's 
programs under the existing authorization of $40 million for each 
of these programs for the fiscal year ending .June 30, 1966, and the Stat~e 
allotments which would be made tinder, the proposed authorization of 
$45 million. The differences by State shown in the tables reflect the 
aemount of additional funds that States would receive under the pro
visions of the bill in fiscal year ending June 30, 1966. Differences for 
subsequent years would be approximately twice as large. 

The total additional authorizations for the four types of grant, au
thorized under title II, part 1, amouiit to $25 million additional Fed
eral funds in the fiscal year ending June 30, 1966, and to approximately 
$60 million for the first full year of operation. 
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Grant-fin-aid apportionments in maternal and child health program comparison
1of $45,000,000 appropriationswith $40,000,000 appropriations

Maternal and child health 
state _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

$40 000, 000 540,000,000D Difference 

United States ---------------------- P31,437, 500 P4,875,000 $3,437, 500 

Alaaa- a--------- a--------- a-------- 779,483 860,734 80,251 
Al a s ka-----------------------------149,804 159,897 9,593 
Ar ioa----------- o na----------------- 264,259 292,373 28, 114 
A r k a n s a s.---------------------------461,080 511,649g 50,619 
C alifo rn ia 
Cood ol-----------------------------
Connecticut --------------------------
D e la w a re 
District of Columhia ---------------------------------------
Florida --------------------------------------------------
Georgia---------------------------------------------------
Guam------------------------130,061 
Hawai------------------------189,082
Idaho-----------------------------------------------------
Illinois ---------------------------------------------------
Indiana---------------------------------------------------
Iowa -----------------------------------------------------
Kansas---------------------------------------------------
Kentucky ------------------------------------------------
Louisiana-------------------------------------------------
Maine----------------------------------------------------
Maryland ------------------------------------------------
Massachlusetts ----------------------------------------- ---
Michigan ------------------------------------------------
Minnesota ------------------------------------------------
Mississippi -----------------------------------------------
Missouri--------------------------------------------------
Montana -------------------------------------------------
Nehraska -------------------------------------------------
Nevada---------------------------------------------------
New Hampshire-------------------------------------------
New Jersey -----------------------------------------------
New Mexico ----------------------------------------------
New York -----------------------------------------------
North Carolina -------------------------------------------
North Dakota---------------------------------------------
Ohio-----------------------------------------------------
Oklahoma ------------------------------------------------
Oregon---------------------------------------------------
Pennsylvania---------------------------------------------
Puerto Rioo ----------------------------------------------
Rhode Island----------------------------------------------
South Carolina--------------------------------------------
South Dakota---------------------------------------------
Tennessee ------------------------------------------------
Texas----------------------------------------------------
Utah-----------------------------------------------------
Vermont--------------------------------------------------
Virgin Islands---------------------------------------------
Virginia --------------------------------------------------
Washington-----------------------------------------------
West Virginia---------------------------------------------
Wisconsin ------------------------------------------------
Wyoming ------------------------------------------------

1,762,722 1,961,629 198907 
280,293 317,624 31,331 
340, 077 378,997 38,920 
164,678 170, 565 11,887
198,589 215,702 17,113 

1,082,535 1,147,248 114,713
965,295 1,094,585 109,290

130,612 6,551 
204,672 15,640

178,101 192,056 13,955 
993,62 1,133,275 139,652 
755,822 839,872 64,050 
477,111 52,723 52,612 
385,657 38, 593 37,936 
737,641 819,161 81,520 
82%4,40 915,823 91,343 
242,840 269,101 26261 
626,668 696,062 69,394 
586, 978 652,442 65,404

1,190,820 1 3223,821 1334,051
60D3,540 670,198 66,852 

719,492 798,867 79,375 
603,268 670,248 66,980 
181,665 196,169 14,604 
258,374 280,494 28,120 
150,861 167,542 10,681 
174,243 167,603 13,360 
635,288 719,709 84,421
243,571 269,990 26,419 

1,653,908 1,840,461 180,553 
1,208,705 1,342,775 134,070 

179,079 193,165 14,100 
1,412,888 1,570,915 158,027 

392,553 435,721 43,158 
304,995 333,293 33,2298 

1,516,164 1,685,715 169,6551 
972,363 1,0(79,920 107,557 
190,794 206,706 15,912 
725,666 803,734 80,068 
165,011 200,031 15,020 
790,909 878,471 87,562 

1,547, 537 1,720,787 173,250 
210,786 236,704 19,918 
154,981 164,334 10,253 
125,337 131,160 5,823 
904,121 1,004,415 100,294 
474,460 520,821 52,361 
397,854 441,417 43,563
655,027 727,738 72,711
149,555 159,111 9,556 

I Under seec.502(a) (fund A), from a total of $20,000,000, which is half of the appropriation, each State 
receives a uniform grant of $70,000 end an additional grant in proportion to the number of live births in the 
State. Under sec. 502(b) (fund B), from the other $20,900,000, $4,710,000 isto beused only for special projects
for mentally retarded children, and $3,812,500 or 25 percent of the remaining $15,210,000 Is reserved for other 
special projects. The remainder, $11,437,600, is apportioned so that each State receives an amount which 
varies directly with the number of urban and rural live births in the State and inversely with State per
capita income. No State receives less than $50,000. Live births in rural areas are given twice the weight 
of these In urban areas. 
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Grtsnts-in-aid apportionments in crippled children's program comparison of 

$45,000,000 appropriationswith $40,000,000 appropriations1 

Crippled children 
State _ _ _ _ _ _ _ __ 

$40,000,000 $45,000,000 Difference 

United States -------------------------------------- $32,187,500 $35,625,000 $3,437,500 

Alabama-------------------------------------------------- 865,999 952,425 88,426 
Alaska---------------------------------------------------- 143,592 152,228 8,636 
Arizona--------------------------------------------------- 281,235 310,553 29,318 
Arkansas ------------------------------------------------- 531,492 585,446 53,955 
California------------------------------------------------ 1,59)0,273 1,821,887 231,614 
Colorado-------------------------------------------------- 29,0 32,2 30,515 
Connecticut----------------------------------------------- 309,915 378,811 38,896 
Delaware ------------------------------------------------- 162,260 173,773 11,513 
District of Columbia--------------------------------------- 178,877 192,951 14,074 
Florida--------------------------------------------------- 895,936 98, 710 93,774 
Georgia-------------------------------------------------- 1,024,979 1,130,223 105,244 
GJuam ---------------------------------------------------- 127, 529 133,689 6,160 
Hawaii--------------------------------------------------- 183,185 197,923 14,738 
Idaho----------------------------------------------------- 182,774 198,310 15,536 
Illinois --------------------------------------------------- 990,813 1,101,414 110,601 
Indiana--------------------------------------------------- 827,619) 914,137 86,518 
Iowa ----------------------------------------------------- 549,886 605, 602 56,716 
Kansas--------------------------------------------------- 31,0 43,6 4, 
Kentucky ------------------------------------------------ 819,461 903,031 83,570 
Louisiana------------------------------------------------- 810,210 893,668 83,458 
Maine---------------------------------------------------- 223,163 245,868 22,705 
Maryland ------------------------------------------------ 455,442 504,00! 48,5M9 
Massachusetts --------------------------------- ----------- 5&38,290 607 762 69,472 
Michigan------------------------------------------------- 1,201,634 1,32t,1i3 127,429 
Minnesota ------------------------------------------------ 654,533 722,413 .68, 080 
Mississippi- ------------------- -------------------------- 764,518 841,932 77,414 
Missouri-------------------------------------------------- 656,958 725,952 68,994 
Montana ------------------------------------------------- 182,364 196,976 14,612 
Nebraska ------------------------------------------------- 284,935 314,266 29,331 
Nevada--------------------------------------------------- 154,259 164,540, 10,281 
Newflampahire------------------------------------------- 172,927 1865,086 13,158 
New Jersey ----------------------------------------------- 641,273 726,8617 85,344 
New Mexico ---------------------------------------------- 26,3 26,6 24,229 
New.York ----------------------------------------------- 1,474,981 1,688,826 213,84.5 
North Carolina ------------------------------------------- 1,33Z, 455 1,468,283 135,828 
North Dakota--------------------------------------------- 183,254 201,706 18,452 
Ohio----------------------------------------------------- 1,455, 230 1,609,561 154,331 
Oklahoma ------------------------------------------------ 403,581 511,440 47,865 
Oregon--------------------------------------------------- 315,483 348,245 32,763 
Pennsylvania --------------------------------------------- 1,600,841 1,778,823 169,982 
Puerto Rico----------------------------------------------- 904,873 1,062,7f93 97,830 
Rhode Island --------------------------------------------- 189,749 205,500 15,751 
South Carolina-------------------------------------------- 775,982 854,813 78,831 
South Dakota--------------------------------------------- 192.665 212,111 19,446 
Tennessee ------------------------------------------------ 894,980 985,655 91,575 
Texas --------------------------------------------------- 1,721,357 1,902.532 181,175 
Utah ----------------------------------------------------- 217,034 236,989 19,9.55 
Vermont-------------------------------------------------- 154.669 165,013 10,344 
Virgin Islands--------------------------------------------- 128.980 129,593 5,613 
Virginia -------------------------------------------------- 928948 1,024,700 95,7529 
Washington----------------------------------------------- 485,437 536.201 50.769 
West Virginia-------------------------------------------- 482.236 531,188 48.948 

-Wisconsin ------------------------------------------------ 720,633 795,856 75,223 
Wyoming------------------------------------------------- 180,156 159,804 9,64 

I Under sec. 512(a) (fund A) each Stats receives Auniform grant of $70,000 and an additional grant in pro
portion to the number of children under 21years in the State. Under sec. 512(b) (fund B) $3,750,000Is tobhe 
used only for special projects for services for crippled children who are mentally retarded, and $ ,062,600 or, 
25 percent of the remaining $16,250,000 is reserved for other special projects. The remainder, $12 187 500, is 
apportioned so that each Stats receives an amount which varies dierecly with the number of chilldren'undr 
21 yearsinurban andrramlareasIn the Statseand varies inversely with Stats erecapita income. No Stats 
receives less than $50,000. Children inrcoral areas are given twice the weight mofsoe in urban areas. 
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C. IXPLEXENTATION OF MENTAL RETARDATION PLANNING 

Under the Maternal and Child Health and Mental Retardation 
Planning Amendments of 1963 (Public Law 88-156), $2.2 million was 
authorized to provide small grants to States for the purpose of plan
ning comprehensive programs in the field of mental retardation. The 

reqireent fo reeip ofsuch grants included the involvement of all 
type of ~nc~heatheducation, welfare, institutions, etc.--con
ceredithprolem ofthementally retarded. Your committee is 

advisdathtuneacthi Stogateha submitted an application and received 

In order to assure that the planning which is being done has impact 
on State programs, your committee believes that further limited 
grants for purposes of followup and implementation are warranted. 
The bill accordigyauthorizes appropriations of $2,750,000 each for 
the fiscal years ending June 30, 1966, and June 30, 1967, for this pur
pose. Each of these appropriations would be available for expendi
ture for the fiscal year for which it was made and for succeeding fiscal 
years that end prior to July 1, 1968. 

D. GENERAL DISCUSSION OF OLD-AGE, SURVIVORS, AND DISABILITY

INSURANCE PROVISIONS


(1) SEVEN-PERCENT INCREASE IN BENEFITS 

Your committee believes that a benefit increase at this time is 
obvious. For the overwhelming majority of the 20 million people 
now getting social security checks-aged and disabled people and 
their families and orphaned children and their widowed mothers-
the benefits are the major source of suppo~rt; for a great many they are 
the only source. The last general benefit increase was enacted in 1958 
and was effective with benefits payable for January 1959. Since that 
date there have been changes in wage-',p rices, and other aspects of the 
economy. For the aged, wh gnrall are the most economically
disadvantaged group, the comb~ined efe'ct of the 7-percent increase 
and the hospital insurance benefits will be to provide a substantial 
improvement in levels of living. 

Under the bill monthly benefits for retired workers now on the 
benefit rolls who began to draw benefits at age 65 or later would range
from $44 to $135.90, as compared with $40 to $127 under present law. 
Because of the increases that the bill would make in the contribution 
and benefit base, retired workers coming on the rolls in the future with 
benefits based on average monthly earnings of more than $400, the 
highest possible under present law, would of course get benefits of more 
than $135.90. The increases in the base, together with the benefit 
increase, would result in a maximum benefit for the worker of $149.90,
payable on average monthly earnings of $466 (the highest possible
under the $5,600 contribution and benefit base), and ultimately in a 
maximum benefit of $167.90, payable on the average monthly earnings
of $550 that are possible under the $6,600 contribution and benefit base. 
The following table is illustrative of benefit amounts for various 
family groups under the $5,600 contribution and benefit base and 
under present law. 
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Illustrativemonthly benefit8 payable under present law and under the committee 
bill with a $5,600 contributionand benefit base1 

Old-age benefits'3 Survivors benefits 

Widow aged 62, Widow and 2
Average monthly Worker Man and wife'3 widower, or parent children 

earnings 

Present Bill Present Bill Present Bill Present Bill' 
law law law law 

$67 or less-------------$40 $440 $40D $44.00 $60.00 $66.00$000 $66.00 .00 
$100------------------ 59 63.2D 88.50 94.80 48.70 52.2) 88.50 94.80 
$150------------------ 73 78.20 109.80 117.30 60.30 64.60 120.00 120.00 
$200------------------ 84 89.90 126.00 134.90 69.30 74.20 161.70 161.70 
$250------------------ 95 101.70 142.80 152.60 78. 40 83.90 202.60 202.60 
$300------------------ 108 112.40 157.50 168.60 86.70 92.80 236.40 240.00 
$350------------------ 116 124.20 174.00 186.30 95.70 102.60 254.10 266.1n 
$400------------------ 127 135.90 190.50 203.80 104.80 112.20 254.10 236.80 
$466-----------------(h 149.90 (A) 224.90 (5) 123.70 (5) 312.00 

' A revised and extended benefit table will become effective with January 1971, to take account of averagA
monthly earnings up to $560, the maximum average monthly earnings that will be possible under the $6,600
contribution an~benefit base that will be effective for years after 1970. 

5 For a worker age 65 or over at the time of retirement and a wife age 65 or over at the time when she 
comes on the rolls. 

'Survivor benefit amounts for a, widow and 1child or for 2 parents would be the same as the benefits for 
a man and wife. 

4 For families slready on the benefit rolls who are affected by the maximum-benefit provisions, the 
amounts payable under the bifi would in some cases be somewhat higher than those shown here. 

I'Not applicable, since the highest possible average monthly earnings amount is $400. 

Thle family maxiimum.-Under the bill, the maximum amount of 
benefits payable to a family would be related to the worker's average 
monthly earnings through the entire range as it now is at the lower 
levels. Under present law, the highest mp~ximum family benefit is 
$254, and this amount a plies at all average monthly earnings levels 
above $314. U~nderfthe bill, adiffaerenitfamily maximum amount would 
be provided at every average monthly earnings bracket in the benefit 
table, from a minimum of $66 to a maximum of $312 under the $5,600 
contribution and benefit base and to a maximum of $368 under the 
$6,600 contribution and benefit base. The maximum amount payable 
to a family now on the benefit rolls would be $286.80, as compared 
with $254 under present law. 

Effective date.-The 7-percent increase would be effective beginning
with benefits for January 19)65. The increased benefits would be paid 
retroactively to the 20 million beneficiaries who were on the rolls in 
January 1965 and to beneficiaries who came on the rolls after January 
1965 and through the month of enactment of the bill whether or not 
they are still on the rolls at the time of enactment. Lump-sum death 
payments based on deaths that occurred in the retroactive period 
would not be increased. 

This is the first time that a general increase in social security benefits 
has been made retroactive. The present situation may be regarded as 
somewhat unique. As your committee stated last July in its report on 
H.R. 11865, a general increase in social security beniefit~s was needed 
at that time. H.R.. 11865, as passed by both Houses last year, provided 
for a general benefit increase and, if the bill had been enacted, it would 
have provided increased social security benefits that would have been 
effective at about the beginning of 1965. For reasons not related to the 
question of whether benefits should be increased, H.R. 11865 failed 
of passage last year. Your committee therefore recommends paying 
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the increased benefits retroactively to January, thus putting bene
ficiaries in the same relative position they would have been in if H.R. 
11865 had been enacted. 

Because of the magnitude of the task of converting the benefit rolls 
to the higher amounts, the first regular monthly check reflecting the 
7-percent increase generally would be the check for the third month 
following the month of enactment. 

To avoid the possibility of confusion on the part of beneficiaries as 
to the exact amount of the benefit increase, the increased benefits for 
the retroactive months would be paid in a separate check. 

In 1965, an estimated $1.2 billion in additional benefits would be 
paid as a result of the 7-percent increase; in 1966, $1.4 billion in 
additional benefits would be paid. 

2. PAYMENT OF CHILD'S INSURANCE BENEFITS TO CHILDREN ATTENDING 
SCHOOL OR COLLEGE AFTER ATTAINMENT OF AGE 18 AND UP TO AGE 22 

Under present law a child beneficiary is considered dependent, and 
is paid benefits, until he reaches age 18, or after that age if he was 
disabled before age 18 and is still disabled. The committee believes 
that a child over age 18 who is attending school full time is dependent 
just as a child under 18 or a disabled older child is dependent, and that
it is not realistic to stop such a child's benefit at age 18. A child who 
cannot look to a father for support (because the father has died, is 
disabled, or is retired) is at a,disadvantage in completing his education 
as compared with the child who can look to his father for support;
Not only may the child be prevented from going to college by loss of
parental support and loss of his benefits; he may even be prevented

from finishing high school or going to a vocational school. With 
many employers requiring more than 'a high school education as a con
dition for employment, education beyond the high school level has be
come almost a.necessity in preaig o ork. 

Your committee believes iisnwaportendeirable to pro
vide social security benefits frcidebtwnthagsof 18 and 22 
who are full-time students adwohv ufrdals fprna
support. Students whose benefits have already terminateda g 8 
as well as children currently on the rolls would qaiyfrbnft
under the provision. The median age oi student grdating from 
high school is about 18; providing benefits up to age 22would mean 
that for many children benefits could continue for the time it takes to 
complete a 4-year college course. 

The term"7.school" is defined broadly to prmit payments to students 
,taking vocational or academic courses. Thre definition of school is in
tended to establish that the institution the child attends is a bona fide 
school. It includes all public school, colleges, and universities, as well 
as private, accredited institutions and private nonaccredited institu
tions whose credits are accepted by accredited institutions. In deter
mining full-time attendance, the Secretary of Health, Education, and 
Welfare would take into account the standards and practices of the
school involved. Specifically excluded would be an individual paid.
by his employer to attend school. Benefits would be paid during nor
mal school vacation periods as well as during the school year.

The bill would not provide for the payment of mother's benefits to 
a mother whose only child is over 18 and getting benefits because he is 



87 SOCIAL SECURITY AMENDMENTS OF 1965 

attending school. There is less need to pay benefits to the mother in 
such cases than in those where the child is under 18, since she is not re
quired to stay at home to care for the child as she may have been when 
he was younger. 

The provision for paying benefits to children aged 18-21 who are 
full-time students would be effective beginning with benefits for Janu
ary 1965. Benefits would be paid retroactively to children who would 
have been eligible in January 1965 and to those who have become 
eligible since that time regardless of whether they are eligible in the 
month in which the bill is enacted. A provision similar to this was 
included in H.R. 11865, 88th Congress, which failed of passage for 
reasons entirely unrelated to the payment of -benefits to children aged
18-21 who were full-time students. Your committee recognizes that 
the retroactive benefit payments cannot be made immediately after this 
bill is enacted since there may be some delay because of administrative 
problems. 

An estimated 295,000 children would be eligible for benefits for 
September 1965, when the school year begins, and in 1966 about $195 
million in benefits would be paid. 

3. BENEFITS FOR WIDOWS AT AGE 60 

Under present law the earliest age at which a widow without eligible
children can qualify for benefits based on the earnings of her deceased 
husband is 62. Many women are widowed years after having left the 
labor market to become housewives anid mothers, and they lack the 
skills necessary to~qualify for reasonably suitable employment. 
Women who are widowed in their late fifties and sixties are often 
denied employment because of their age. 

The bill would provide for the payment of aged widow's benefits 
beginning at age 60, with the benefits' actuarially reduced to take ac
count of the longer period over which they would be paid. This pro.
vision would thus extend to these women a choice of applying for bene
fits at any time between age 60 and 62, with a reduced -benefit, or of 
waiting until age 62 to receive a full widow's benefit. The amount of 
the reduction-five-ninths of 1 percent for each month before age 62 
for which the benefit was paid-would be sufficient to assure that over 
the long run there will be no additional cost to the social security 
system. as a result of the earlier payment of the benefits. If the widow 
chose to get her benefits starting at age 60 her benefit would be reduced 
by 131/3 percent; the reduced benefit would amount to 711/2 percent
of the deceased husband's primary benefit (at age 62 the full bene
fit equals 821/2 percent of the decreased husband's primary widow's 
benefit). 

An estimated 185,000 widows aged 60-61 on the effective date of this 
provision are expected to claim benefits during the first year of opera
tion. Benefit payments would be about $165 million in 1966. 

4. AMENDMENTS OF DISABILITY PROGRAM 

(a) Impro'vement8 in. disabilty provigions 
In 1956, Congress amended the Social Security Act to provide dis

ability benefits for persons afflicted with disabilities of long-continued
and indefinite duration and of sufficient severity to prevent a return to 
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any substantial gainful employment. In providing this potection
against loss of earnings resulting from extended taldisabiity, the 
Co~nglress designeda conservative program. It was expected that, as 
experience uner these provisions was gained, necessary improvements 
would follow. As a result, amendments enacted in 1958 and 1960 
improved the disability prograby, among other changes, extending
benefits to wives and children of tle disabled-, and by providing for 
the payment of disability benefits to incapacitated workers under age
50 who had Previously been excluded. Your committee believes that 
experience with the disability proga since 1960 indicates that cer
tam further improvements shudbe made at this time to broaden the

prtcinprovided by the prga agist the risk of extended total 
dr0~isaiiit~y. The reomned improvements in the disability provi
sions would be adequately financed from the contributions your
committee is recommending be earmarked for the disability insurance 
trust fund. 

(1) 	Elimination of the lo'ng-continued and indefinite duration 
reqtdrementfrom the definitionof disability 

Under present law, disability insurance benefits are payable only if 
the worker's disability is expected to result in death or to be of long-
continued and indefinite duration. Your committee's bill would 
broaden the disability insurance protection afforded by the social se
culrity program by providing disability insurance benefits for an in
sured worker who has been totally disabled for at least 6 calendar 
months even though it is expected that he will recover in the foresee
able future. The modification in the definition recommended by your
committee does not change hoeeterqieetin existing law 
that an individual must bresnohiimamnt be unable' "to 
engage in any substantialgiflatvt.Iniewthheognl 
views expressed by your cmiteadsnerafret eeiil 
an individual must demonstrate that he is not only unablb esno 
a physical or mental impairment, to perform the type of wokhe previ
ously did, but that he is also unable, tacking into accounthiageu
cation, and experience, to perform any other type of substatlgin
ful work, regardless of whether or not such work is availabet i 
in the locality in which he lives. 

Your committee- believes that the elimination of the requirement
of indefinite duration from the definition of disability would help 
to meet the need for insurance protection of that substantially large 

grou ofdisbledworerswho, though totally disabled for an 
extededperodcai beexpected to eventually recover. For 
man ofthee eopethe payment of disability insurancedsabed 

benfit wold
eanthediferecebetween financial independence and 

dependence on public assistance. Workers who contrad tuberculosis, 
for example, can generally be expected to recover after a period of 
appropriate treatment. However, the period during which they may
be unable to engage in any gainful work because of their condition 
may extend well over a year and many such workers are, during this 
protracted period, without the income they need to support their 
families. It is estimated that if benefits were payable for disabilities 
that are total and last more than 6 months but are nct necessarily
expected to last indefinitely about 155,000 additional people--workers 
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and their dependents-would become immediately eligible for benefits. 
Your committee expects that, as now, procedures will be utilized 

to assure that the worker's condition will be reviewed periodically and 
reports of medical reexaminations obtained where appropriate 'so that 
benefits may be terminated promptly where the workTer ceases to be 
disabled. 

The elimination of the requirement that a determination be made 
that a disability can be expected to result in death or to be of long-
continued and indefinite duration would bring the social security 
disabilityprga into line with the prevailing practice in 
private disability insurance. Provisions much like the one which your 
committee is recommending, that is, providing for the payment of 
disability benefits on the basis of total disability throughout a continu
ous period of 6 months without regard to the expected duration of 
disability, serve as the basis for payment in the majority of private 
disability insurance contracts and in many other disability programs. 

The elimination of the indefinite duration requirement would also 
clarify for beneficiaries their rights under the disability program and 
at the same time simplify administration and help to speed up the pay
ment of the first benefit check to disabled workers in those cases where 
a medical determination about the duration of disability is difficult to 
make. Under present law, the need for such prognoses sometimes 
results in delays in filing, and occasionally in the failure to file for bene
fits when the applicant is uncertain about whether his disability can be 
expected to be permanent. In some cases, the need for a prognosis 
delays a determination of disability; in other cases, the application is 
denied initially. because a favorable prognosis is made. While the 
prognosis may, in the latter case, ultimately prove erroneous and thus 
necessitate a reversal of the initial decision, payment is then made 
retroactively in a lump sum and not on a current basis when the bene
fits are most needed. 

(2) Payment of a beneflt for the sixth.month of disability 
Your committee is also recommending that entitlement to social 

security disability benefits begin at the end of the sixth month of 
continuous disability. Under the waiting period requirement in the 
present law, more than 7 months must pass after the onset of dis
ability before the disabled worker can receive his first benefit check. 
By changing the present requirement so that the first month of entitle
ment to benefits would be the last month of the waiting period, the first 
benefit check would be payable for the sixth full month of disability. 
Thus, under this recommended change there would still be a wait of at 
least 6 months after onset of disability before the worker or his family 
could receive benefits, but the first disability ch~eck would be paid as 
quickly as possible after the 6-month waiting period. 

(3) 	Payment of benefits for second disabilitieswithout regard 
to waitingperiod 

Your committee is also recommending a conforming modification 
in the provisions of present law under which disability benefits are 
paid without a waiting period in the case of a worker whose previous 
disability was terminated within 5 years before onset of his second 
disability. The purpose of the provision for the payment of disability 
benefits without regard to the waiting period in the case of a bene

45-399 0-65-7 
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ficiary whose disability recurs within 5 years after the termination 
Of a prior period of disability is to encourage disabled persons to re
turn to work even though there may be a question as to whether their 
work attempts will be successful. Since many disability insurance 
beneficiaries who return to work do so despite severe impairments and 
are thus faced with the possibility that their work attempts may be 
unsuccessful, a 6-month qualifying period for reentitlement to benefits 
may be a real bar to any further work attempts. Under the provision
recommended by your committee, benefits would: be paid begininmg
with the first month of onset of the second or subsequent disability and 
without regard to the waiting period requirement only if the individ
ual had a prior period of disabliywhich lasted at least 18 calendar 
months and only if the subseqetprod of disability can be expected, 
at the time-of application, to latacontinuous period of at least 12 
months or to result in death. Your committee is recommending this 
change in order to limit the cases in which payment of benefits would 
be made without a waiting period to those situations where it is rea
sonable to presume in general that the second or subsequent disability
constitutes a recurrence or aggravation of the previous disability and 
where the second or subsequent disability can be expected to be of ex
tended duration. 

Concern has been expressed about the payment of disability benefits 
concurrently with benefits payable under State workmen's compensa
tion laws. Your committee is advised that under the present law the 
extent of excessive wage replacement resulting from overlapping
benefits between workmen's compensation and social security disabil
ity benefits has not been significant. Moreover, a provision in the 
social security law for reducing disability benefits by the amount of 
any other benefit to which a worker was entitled under State work
men'7s compensation laws,, which was in effect from July 1957 to July
1958, was repealed in 1958 because it was concluded that it operated in 
an inequitable and unsatisfactory manner. Nevertheless, your com
mittee shares the belief of the Advisory Council on Social Security
that it would be worth while to have additional information about the 
overlap and its effects. 

We therefore request that the, Social Security Administration 
proceed as rapidly as feasible with plans to conduct a study of the 
significance o~overlapping benefits under the two programs. Such 
a study should poueiformation on: (1) the number and propor
tion of beneficiaries under each program who are receiving cash dis
ability benefits under the other program; (2) the characteristics of 
persons receiving dual benefits as compared with those not receiving
dual benefits; and (3) the extent to which combined payments under 
the two programs are effective in replacing lost earnings, both cur
rently and for the future. Your committee requests that a report
coveringthe results of this study and such other facts relating to the 
problem as are found relevant, be made to it on or before December 31,. 
1966. This report should also include recommendations as to whether 
action (and if so, what kind 'ofaction) should be taken under the Fed
eral social security disability program or under the State workmen's 
compensation programs to control excessive payments in cases of dual 
entitlement, as well as the effect on costs to employers. 
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(b) 	Paymentof disabilityinsurancebeneflts after entitlement to other 
mont/dy insu'ancebenefits 

Under the hospital insurance benefit provisions of your committee's 
bill, a wife who is age 65 or over and whose husband is between the 
age of 62 and 65 and insured can qualif~y for hospital insurance, pro
vided her husband files for actuarially reduced old-age insurance 
benefits. The husband may be working full time and not receive any 
of the old-age benefits. Under present law, he would be reluctant to 
file for old-age benefits because present law states that after a worker 
becomes entitled to old-age benefits he cannot subsequently qualify for 
disability benefits. If present law were unchanged, the worker would 
be faced with the choice of sacrificing either eligibility for disability 
protection or his wife's health insurance. 

Your committee has, therefore, included in the bill a provision 
whereby a worker who becomes entitled to old-age benefits may sub
sequently, until he reaches age 65, become entitled to disability bene
fits. This provision would also eliminate the difficult question some 
beneficiaries have faced, even before the hospital insurance question 
arose, as to whether they should take actuarially reduced benefits or 
retain their rights to disability protection. 
(c) Increasein allocationto the disabilityinsurancetrwst fund 

The bill would increase the contribution income allocated to the 
disability insurance trust fund from 0.50 to three-fourths of 1 percent 
of taxable wages and from 0.375 to nine-sixtbenths of 1 percent of tax
able self-employment income. This increase takes account of lower 
disability termination rates than were expected (disability insurance 
beneficiaries have been living somewhat longer than anticipated) and 
the increase in the cost of the disability insurance part of the program 
arising) out of the changes made by the bill. The increase in the con
tribution income to the disability fund would bring the disability 
insurance part of the program into close actuarial balance. 

5. 	 PAYMENT OF BENEFITS TO CERTAIN PEOPLE AGED 72 OR OVER WHO ARE 

NOT OTHERWISE INSURED 

Your committee believes that a special transitional insured status 
provision should be adopted so that social security benefits can be pro
vided for those amon g the present aged who, though they worked in 
covered jobs, did not have an opportunity to work long enough to be
come insured under the program, and for their wives and widows. 
About 355,000 people would become eligible immediately for social 
security benefits under these provisions, with benefits payable under 
the provisions totaling about $140 million in 1966. 

The present law requires a minimum of six quarters of coverage 
for insured status; as a result, although the general requirement for 
insured status is one quarter of coverage for each year elapsing after 
1950 and up to retirement age (65 for men, 62 for women), people 
who reached retirement age in 1956 or earlier must have more than 
one quarter for each year that elapsed after 1950 to qualify for benefits. 

Under the bill the minimum would be three quarters of coverage 
rather than six, and therefore people who reached retirement age in 
1954, 1955, or 1956 could qualify for benefits if they had one quarter 
of coverage for each year that elapsed after 1950 and up to retirement 
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ageandeope wh reahedretirement age prior to 1954 could 
qualfy uarersof coverage instead of six.f thy hd tree 
Theolloing ableshos the operation of the "transitional insured 

Men women 

Quarters of Quarters of 
Age In 195Ioerg Age in 1965 cvrg 

76orover------------------------------- 3 73 orover----------------------------- 3 
75------------------------------------- 472------------------------------------ 4 
74------------------------------------- 5 71------------------------------------ 5 

Wife's benefits would be payable at age 72 to a woman whose hus
band qualified for benefits under the transitional provision if she 
attained age 72 before 1969. 

Widow's benefits would be payable at age 72 to a woman whose hus
band qualified for benefits under the transitional provision if she -at
tained age 72 before 1969. Also, a widow whose husband had attained 
age 65 or died before 1957 without being insured could get benefits if 
the husband had a specified number of quarters of coverage, as shown 
in the following table: 

Quarters of Quarters of coverage required if the widow 
Year of husband's death (or attainment of 

age 65, if earlier) 
coeaeattains 
rqie

underpresent
lw No66orearlier 

age 72 in

1967 1968 

ION orbefore ----------------------------------- 6 8 4 5 
19655------------------------------------------ 6 4 4 5 
1956 ------------------------------------------- 6 5 5 5 

Under these prvsons the benefit amount for a worker would be 
$35 per month - for his wife, $17.50 per month; for his widow, $35 per
month. Bene ts would be payable for and after the second month 
following the month of enactment. 

6. LIBERALIZATION IN THE RETrUMNENT TEST 

The bill would change the provision in present law under which there 
is a $1 reduction in benefits for each $2 of earnings above $1,200 and 
up t $1,700 to provide for a $1-fo~r-$2 reduction for earnings from 
$1P,200 to $2,400. Benefits would continue to be reduced by $1 for 
every $1 of earnings above $2,400, as they are now on earnings above 
$1,700. This change would increase the incentive to work in the in
come range between $1,700 and $2,400 and would, in combination with 
the increase in benefits that the bill also provides, make possible a 
significant increase in annual income for many beneficiaries who are 
able to work and earn more than $1,700. 

Under present law a self-employed person who performs substantial 
services but who has no income from current work, can nevertheless 
have benefits withheld under the retirement test because he gets royal
ties attributable to a copyright or patent obtained in years before he at
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tained age 65. The bill would exclude for retirement test purposes 
royalties received by a self-employed person in or after the year in 
which he attained age 65 if those royalties are attributable to a copy
right or patent obtained before the year in which he attained age 65. 
Rtoyalties received by a beneficiary from a copyright or patent obtained 
in or after the year in which he attained age 65 would continue to be 
counted for retirement test purposes. as under present law, in the year 
in which they are received. 

7. WIFES AND WIDOW'S BENEFIS POR DI1VORCED WOMEN 

It is not uncommon for a marriage to end in divorce after many 
years, when the wife is too old to build up a substantial social security 
earnings recor4 even if she can find a job. But under present law a 
wife's rih to~nefits on her husband's earnings record generally ends 
with a divorce. Under the present social security law, the only bene
fits provided for a divorced woman are mother's insurance benefits, and 
they are payable only if she has a child of the deceased worker in her 
care and the child is getting benefits on the basis of his deceased father's 
earnings, if she has not remarried, and if she had been getting at least 
one-half of her support from her former husband under a court order 
or agreement at the time of his death. A divorced wife without a child 
in her care cannot get benefits even though she had been dependent 
upon the worker for much of his working lifetime and he was contrib
uting to her support when he retired or died. 

Under the bill wife's or widow's benefits would be payable to an aged
divorced woman on the basis of her former husband's earnings if the 
divorced woman (A) had been married to that former husband for 20 
years before the divorce, (B) had not remarried, and (C) met the fol
lowing support requirement at the time her former husband became 
*disabled,became entitled to benefits or died; (1) she was receiving one-
half of her support from her former husband, or (2) she was receiv
ing substantial contributions from him pursuant to a written agree
ment, or (3) a court order for substantial contributions to her support 
from her former husband was in effect. A conforming change would 
be made in the support requirements that must be met by a former 
wife divorced (renanmed "surviving divorced mother" in the bill) in 
order to qualify for mother's benefits based on the social security 
account of her deceased former husband. 

( Payment of a wife's or widow's benefit to a divorced woman would 
not reduce the benefits paid to any other person on the same social 
security account and such wife's or widow's benefit would not be re
duced because of other benefits payable on the same account. 

The bill would also provide that a wife's benefit will not ltirinate 
when she and her husband are divorced if they had been married for 
at least 20 years before the divorce. 

Benefits for a divorced wife or a surviving divorced wife would not 
terminate on account of remarriage in those cases where widow's bene
fits under present law do not terminate-that is, where the remarriage 
is to a man getting benefits as a dependent widower or parent or as a 
disabled child aged 18 or over. If a divorced wife or a surviving di
vorced wife married an old-age insurance beneficiary, her benefits 
would terminate but she would immediately be eligible for wife's bene
fit on her new husband's account. 
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While the proviinsjst described would take care of cases in which 
the marriage ha latdfor 20 years or more, they would leave un
solved the problem of the woman who is widowed or divorced after 
many years and is remarried but. whose second marriage ends in 
divorce after less than 20 years. To meet this problem, the bill would 
further provide that a woman whose rights to benefits as a widow, 
divorced wife, surviving divorced wife, or surviving divorced mother 
wVere terminated because she remarried will have he'r former benefit 
rights restored if her second marriage ends in divorce after less than 
20 years. This provision would provide protection for women whose 
second marriages end in divorce after they are along in years. The 
divorced woman who was age 62 or over and getting benefits before 
she remarried and the divorced woman whose former husband died 
when she was 50 and who later remarried would be among the women 
protected by the provision. Young women getting mother's benefits 
.(including survvigdivorced mothers) would also have protection
in case their seond marriages ended in divorce. In the case of a 
surviving divorced mother, the provision would not preclude her 
possible entitlement to benefits as a surviving mother on the basis of the 
earnings record of a second husband to whom she was married for a 
period of less than 20 years pror to divorce; under present law, a 
woman may be entitled to benef~its-on a man's earnings record as his 
former wife divorced if she has his child in her care even if she has 
not been married to him for 20 years, and the bill would not change 
that situation. 

These changes would provide protection mainly for women who 
have spent their lives in marriages that are dissolved when they are far 
along in years--especially housewives who have not been able to work 
and earn social security benefit protection of their own-from loss of 
benefit rights through divorce. 

8. ADOPTION OF CHILD BY RFYPIBE WORKE 

Under present law, a child adopted by a worker who is already
retired and getting old-age insurance benefits can become entitled 
to benefits even though he was not dependent on the worker. at the 
time the latter retired. In contrast, present provision groverning the 
payment of child's insurance benefits to a child adopt~ed by a person 
getting disability insurance benefits, and to a child adopted by the 
surviving spouse of a worker who has died, contain requirements
designedf to assure that benefits will be paid to such children only
when there is a basis for assuming that the child lost a source of sup
port when the worker became disabled or died. 

Your committee believes that the provisions concerning adoptions
by retired workers should be made com arable to those relating to 
adoptions in other cases so as to provi~e safeguards against abuse 
through adoption of children solely to qualify them for benefits, and 
has included in the bill a provision that would accomplish this result. 
Under this provision benefits would be payable to a child who is 
adop~ted by an old-age insurance beneficiary after the latter becomes 
entitled to benefits only if the following conditions are met: 

(1)te tiet te wokerbecame entitled to benefits the child 
waslivngiththeworeror adoption proceedings had begun; 

(2) he dopionwas wihin2 years of the timeompete
whe te wrkr bcae etiledtobenfis;and 
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(3) The child had been receiving at least one-half of his sup
port from the worker for the entire year before the worker be
came entitled to old-age insurance benefits or, if the worker had 
a period of disability which continued until be became entitled 
to old-age insurance benefits, before the beginning of the period
of disability. 

9. COVERAGE EXTENSIONS AND MODIFICATIONS 

Your committee's bill would extend social security coverage to self-
employment income from the practice of medicine, and to the wages of 
interns, cover tips as wages, facilitate coverage of additional State and 
local government employees, provide additional coverage for employees
of certain nonprofit organizations, extend coverage to temporary em
ployees of the District of Columbia, increase the amount of gross in
come which farmers may use under the optional method of computing
farm self-employment income for social security purposes, and permit
exemption- from the social security self-employment tax for persons
who follow certain teachings of a religious sect of which they are 
members. 
(a) Coverage of 8elf-em~ployed physiciansandinterns 

Self-employed doctors of medicine are the only group of significant 
size whose self-employment income is excluded from coverage under 
social security. Large numbers of doctors have requested coverage.
Your committee knows of no valid reason why this single professional 
group should continue to be excluded. It runs counter to the general
view that coverage should be as universal as possible. There are no 
technical or administrative barriers to the coverage of self-employed 
doctors of medicine. 

Moreover, more than half of the physicians in private practice, have 
obtained some social security credits through work Other than their 
self -employment as physicians, or through their military service. As 
indicated, many requests for coverage have been received from those 
who have not obtained social security credits in this way and from 
physicians who have some credits but wvish to obtain full social security
protection. 

Your committee's bill would cover the self-employment income of 
the approximately 170,000 self-employed doctors of medicine on the 
same basis as the self-employment income of other 'professional 
groups, effective for taxable years ending after December 31, 1965. 

Coverage would also be extended to services performed by medical 
and dental interns. The coverage of services as an intern would give 
young doctors an earlier start in building up social security protec
tion and would help mnany of them to become insured under the pro
gram at the time when they need the family survivor and disability
protection it provides. This protection is important for doctors of 
medicine who, like members of other professions, in the early years of 
their practice, may not otherwise have the means to provide adequate
survivorship and -disability protection for themselves and their fami
lies. Interns would be covered on the same basis as other employees
working for the same employers, beginning on January 1, 1966. 
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(b) Computation Of 8elf-ermployment income from agrioudtUre 
Under present law, roswth net earnings from farm self-

employment have the fofiewng. ovption in reporting for social security
purposes: (a) If annual gross income from agricultural self-employ
ment is not over $1,800, either actual net earnings or 66% percent. of 
gross income may be reported; (b) if gross income from agricultural
self-employment is over $1,800 and net earnings are less than $1,200,
either net earnings or $1,200 (two-thirds of $1,800) may be reported;
and (c) if the -annual gross income is more than $1,800 and net earn-
in~s tre $1,20 or more, actual net earnings must be reported.

-'tebill approved by -your committee would retain the present
option in the repor~tingof farm self-employment income but would 
raise the level of income which may be reported under the gross
income option by increasing the $1,800 figure to $2,400 and the $1,200 
figure to $1,600.

Thus, persons with agricultural self-employment would be per
mitted to use the following option in reporting their earnings from 

agriultral elfempoymetsoialsecritypurose: (a) Iffr an
nualgros icomefro sef-emloyentis overagiculura not 

$2,00,eiterctul nt ernigs r 6% prcet f gross income 

ings are more ta$240ndnet eannsare more ta 160 
the actual net enngmutbe reportd Thischnewudb 
effective for taxable years bgning after December 31, 1965. 
(c) Coverage of tipg 

The probldmi of extending social security coverage to tips has en
~heattntin yers.The principalo yor cmmiteeforman 
ty hs ben a nd racica sytemfor obtainingo dvis air 

infrmaionon anindvidalwhich couldmontsof ipsrecivd b 
sere a cntrbuiona ass an beeft cedis.Another probfr 

lem has been the question of whether tips should be taxed as wages, 
or as self-employment income. 

It is a matter of common knowledge that in occupations where em
ployees customarily receive tips, the regular wages of these employees 
are. generally far below those of other employees -with comparable
training and duties. It was reported to the committee, for example,
that under a bargaining agreement covering hotel employees in. a 
large city the wages of waiters and waitresses were about 30 percent
unader those of a dishwasher, one of the lowest paid kitchen workers,
an.d the wages ofblhp eeoehl fthose of reservation clerks. 
On the basis of scwaeadtpigrcices, the committee has con
cluded that it wol eaporaet rat tips as wages for social 
security purposes.

The committee has also decided that the only equitable way of 
counting tips toward benefits is on the basis of actual amounts of 
tips received and that the only practical way to get this information 
is to require employees to report their tips to the employer. Other 
methods for determining a tax and credit base for tips were con
sidered previously, but the agencies directly concerned with the prob
lems concluded that no other approach would assure better coverage 
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or cornpliance. Your committee agrees with this and has adopted 
in this bill the reporting plan approved last year in H.R. 11865. 

On the average about one-third of the work income of employees
who receive tips in the course of employment is in the formn of tips; 
for many, tips constitute the major source Of earnings. Since the 
regular wages of employees who customarily receive tips are relatively
low, the benefits based on those wages are low. For example, under 
the benefit provisions of the bill, a. person getting regular wages of 
$35 a week and averazing- another $35 in tips would gt a monthly 
retirement benefit, beginn~ing at age 65, of $79.20 if only his regular 
wages were counted. If his tips could also be counted, his benefit 
amount would be $113.50. 

Coverage of tips will provide better protection under -the social 
security program for more than a million employees and their de
pendents. The amount of tips received by employees who regularly 
receive tips is estimated at more than $1 billion a year. Under exist
ing law, only a small1 fraction of this amount may now be counted 
toward social security. Information has been presented to indicate 
that only a small fraction of this amount is now reported for income 
tax purposes. Because the extension of social security coverage to 
tips should result in better reporting of all tips for income tax pur
poses, it seems only fair to allow employees whose earnings are prin
cipally from tips to use the pay-as-you-go (withholding) system for 
paying the income tax on their tips and to have employers collect this 
tax from the reguilar wages. Your committee's bill, therefore, pro
vides for the collection of income tax from wages on tips reported to 
the employer. 

Under the bill, tips received by an employee (on his own behalf) in 
the course of his employment would be covered as wages. The em
ployee would be required to report to his employer in writing t~he 

amontf tps ecevedandthe employer would report the employee's 
tip alng wages.iththeempoye'sregular The employee's report 
to is mplyerwoud iclue ips paid to him through the employer as 
wel asthse dreclyfrom customers of the employer. Toecive 

avoid requiring employees adepoyers toreport ,small amounts 
of tips that might be burdensom onemployers and that would not 
ordinarily have a significant effc on the employee's benefit amount, 
tips received by an employee whc donot amount to a total of $20 
a month in connection with his work for any one employer would not 
be covered and would not be reported. 

The employer would be responsible for collecting the employee's 
share of the social security tax on tips, paying his (the employer's) 
share of the tax, and including the tips with his report of wages only 
if the employee reported the tips to him, in writing, wyithin 10 days 
after the end of the month in which the tips were received, and then 
only to the extent that he had available unpaid cash wages of the 
employee, or funds the employee turned over to him for that purpose, 
that were sufficient to cover the employee's share of the tax. AS a 
convenience to the employer, a provision is included under which he 
would be permnitted to withhold the employee's share of the social 
security tax from current wages on the basis of an estimated amount 
of tips and to adjust the amount withheld at the end of each quarter to 
conform to the amount actually due on the basis of the employee's 
written statement of his tips. This provision will permit the employer 
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to gear these new reporting procedures into his usual payroll periods.
The amount of tips reported by the'employer for the employee in his 
quarterly report of wages paid to employees would, of course, be the 
amount of tips which the employee reported to his emloyer for the 
calendar quarter and on which the employer could withhold the em

ploye'sshae o th soialsecurity tax. Also, provision is made 
authrizig a empoyerwhois furnished a written statement of tips
to dductfro theemplyees wages the employee's tax on the tips

incude at the time the statement isinthestaemeteven though
funshed the total amount of tips received so far in the month is less 

than $20. 
Although the employer would have no liability with respect to tips

which were not reported to him within the time specified in the bill 
and with respect to which he could not collect the employee tax out of 
unpaid wages of, or funds turned over by, the employee, such tips,
nevertheless, would be covered. In such case, the employee would be 
liable for the employee's share of the social security tax and-unless 
he could show reasonable cause for failure to provide the employer
with a written statement of his tips and make available to the employer
the employee's share of the tax due on such tips-an additional amount 
equal to that tax. 

The bill further provides that the employees' tips are to be subject 
to income tax withholding. Under present income tax law, tips are 
considered compensation for services and are includible in gross in
come. Your committee is advised that a very substantial number of 
tip recipients do not report all their tips, and that many report none 
at all. For example, mn a recent survey conducted by the Internal 
Revenue Service covering 154 tip employees in 5 restaurants and 2 
hotels of a large northern city, practically all employees had reported
only their regular wages and no tips on their tax returns. One-third 
of these employees have since agreed to tax deficiencies averaging $450. 
The others have been assessed deficiencies averaging $600 per taxpayer.
In the opinion of your committee, if tips are to be covered under social 
security as wages they should also be treated as wages for purposes of 
the collection of tax at source. 

Under present law, employees who receive tips should be paying the 
income tax due on their tips on an estimated quarterly basis as do other 
taxpayers who receive income from sources where the income tax is not 
collected by the payer. It is a difficult problem for the average tip
recipient to comply with this requirement in the law because of the 
informal manner in which he receives numerous tips. But even if 
compliance could be expected, the payment in one lump sum at 3-month 
intervals of the estimated tax due on tips received during such 3
month period would be a considerable burden on these employees, the 
great majority of whom are in the lower income brackets and would 
have difficulty in budgeting topa~ythese quarterly amounts. A-proper,
convenient and easy solution is to offer these employees the oppor
tunity to pay their income tax on tips currently by having the employer
withhold the tax from the employee's regular wages.

In general, the employer would follow the same procedures for in
come tax withholding as for social security purposes. The employer's
liability for withholding income tax, however, would be limited to 
funds of the employee that are in the employer's possession before the 
close of the calendar year in which the tips were received and that are 
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in excess of the amount Of social Security taxes to be collected. There 
would be no obligation on the part of the employee to ensure, that the 
employer had sufficient funds of the employee to be able to deduct 
the full amount of the income tax required to be withheld. In most 
instances the employee's wages would be more than adequate to cover 
the social security tax and the income tax withholding. A weekly 
wage of only $12 for a single person would be more than enough to 
cover the social security and income taxes due on combined tip and 
wage earnings of $62. This would represent tips at a rate of $1.25 an 
hour for a 40-hour week which are above average earnings since 60 per
cent of waiters and waitresses in the United States earn under $1.25 
an hour in tips, according to a 1961 Bureau of Labor Statistics survey. 

Tips received by self-employed people are covered under present 
law as income from self-employment for social security purposes. 
In providing this method for covering tips received by employees it 
is not intended that this action of the committee change the employ
ment status of any one who receives tips or change the treatment 
of tips received by the self-employed. 
(d) Coverage flrovision,8 applyingto em~ployee8 of State8 and loccalitiee 

(1) 	 Addition of Alaska and Kentucky to the State8 which may 
provide coverage througih division of retirement8y8tem8 

Under a provision of the Social Security Act which is designed to 
facilitate the extension of social security coverage to members of State 
and local government retirement systems, 18 specified States (and all 
interstate instrumentalities) are permitted to divide a State or local 
government retirement system into two parts for purposes of social se
curity coverage, one part consisting of the positions of members who 
desire coverage, and the other consisting of the positions of members 
who do not desire coverage. Services performed by employees in 
the part consisting of the positions of members who desire coverage 
may then be covered under social security, and once those services are 
covered, the services of all persons who in the future become members 
of the retirement system must also be covered. The 18 States which 
are now permitted to extend coverage under this provision are Cali
fornia, Connecticut, Florida, Georgia, Hawaii, Massachusetts, Minne
sota, Nevada, New Mexico, New York, North Dakota, Pennsylvania, 
Rhode Island, Tennessee, Texas, Vermont, Washington, and Wiscon
sin. Your committee's bill would add Alaska and Kentucky to this 
group of States. 

(2) Favilitating coverage under the provisionj.ordivigion of 
State andlocal go'vernmentretirementsystemm 

The bill would provide a further opportunity for election of social 
security coverage by employees of States and localities who did not 
elect coverage when they previously had the opportunity to do so under 
the provision permitting specified States to cover only those members 
of a eirement system who desire coverage. Under the present pro
vision, the specified States may, during the 2-year period after cover
age of a group is approved, cover additional employees who request 
coverage. (However, employees hired after coverage of the group 
is originally approved are covered on a compulsory basis.) The bill 
would reopen, or hold open, through December 31, 1966, the opportun
ity for election of coverage by those employees who had. not elected 
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coverage before the expiration of the 2-year period following approval
of the coverage of their group.

Your committee recognizes that employees who initially. failed to 
elect coverage under the divided retirement system provision were 
provided two subsequent opportunities for election of coverage under 
amendments made to the Social Security Act in 1958 and 1961. Al
though in general it is important that the time limits for electing cover
age be maintained and that it be known they will be maintained, this 
situation involves special circumstances which seem to your committee 
to justify providing one additional opportunity Your committee be
lieves, however, that in the future there should e no further reopen
ing of the opportunity for electing coverage under the divided retire
ment system provision beyond that which would be provided under 
this bill. We urge that those now contemplating participation in the 
program take timely action to exercise their choice. 

The social security coverage of employees obtaining coverage as a 
result of the further opportunity provide by the proposed amend
ment would be required to begin on the same date as was provided
when their group was originally covered. 

(3) 	 Co~verage for certain additional o8pital employee8 in 
California 

The bill would modify a provision of the Social Security Amend
ments of 1960 which made coverage under the social security program
available to certain hospital employees in the State of Caifornia who 
had performed services at some time during the period from January
1, 1957, through December 31, 1959, with respect to -which contribu
tions had been erroneously paid to the Internal Revenue Service prior 
to July 1, 1960. The 1960 legislation provided for crediting the re
muneration which had been erroneously reported during the 1957-59 
period, and for covering the services performed after 1959 by te 
individuals for whom.the erroneous reportings had been made. Your 
committee's bill would make it possible for the State to provide cover
age, beginning with January 1, 1962, for the s~rvices of hospital em
ployees employed in the positions in question after 1959, and to secure 
the crediting of remuneration erroneously reported for them for peri
ods prior to 1962 if contributions with respect to such remuneration 
have been paid before the enactment of the bill. The State would have 
6 months after the month of enactment in which to provide such 
coverage.

The individuals who would be affected by your committee's bill could 
not be covered under the 1960 legislation, since they were not in the
orToup for which erroneous reports had been filed during the 1957 
through 1959 period. And, like the employees to whom the 1960 leg
islation applied, they cannot be covered under the geea lyeppi
.cable provisions of the Social Security Act providing coverage for 

empoyees of States and localities. 
Gmenerally speaking, the Social Security Act doe's not permit States 

to bring under social security coverage persons whom the States have 
removed from coverage under a State and local retirement system.
The positions of the employees in question were removed from cover
ag uder the California State employees retirement system effective 
Julyr1, 71957, without awareness that this section established a bar to 
future social security coverage. This misunderstanding led to the er
roneous reports, and crated the need for the 1960 amendment. 
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The employees to whom the bill is directed have the same need for 
coverage as those to whom the 1960 legislation applied, and are barred 
from coverage under the general provisions of law in the same way 
as we-re the employees covered by the 1960 legislation. Your commit
tec believes that they should be given the same opportunity to obtain 
protection under the social security program as was given in 1960 to 
hospital employees in a similar situation. 
(e) 	 Tax exemption for members of a religious group opposed to 

insurance 
Your committee's bill would permit exemption from the social 

security self-employment tax of individuals who have conscientious 
objections to insurance (including social security) by~reason of their 
adherence to the established tenets or teachings of a religious sect 
(or 	division thereof) of which they are members. The exemption 
could be granted with respect to taxable years beginning after Decem
ber 	31, 1950. 

The sect (or division thereof) must be one that has been in existence 
at all times since December 31, 1950, and has for a substantial period
of time been making reasonable provision for its dependent members. 
To qualify as grounds for the tax exemption, the objections of the 
individual and the sect (or division there-of) to insurance must in
clude objections to acceptance of the benefits of an rivate or public
insurance which makes payments in the event' o0t eathli disability,
old-age, or retirement or makes payments toward the cost of, or pro
viding services for, medical care (including the benefits of any insur
ance system established by the Social Security Act). Before an in
dividual could be granted exemption he would be required to waive 
all benefits and other payments under any 'insurance system estab
lished by the Social Security Act on the basis of his own earnings as 
well as -all such benefits and other payments to him based onthe earn
ingp of any other person. The exemption could not be granted to 
any person who has been entitled to social security benefits, or to one 
whose earnings have provided the basis for entitlement to social 
security benefits for any other person. An individual's exemption 
(and the waiver of social security benefits) would be terminated if, 
and as of the time, the conditions under which the exemption was 
granted are no longer met, and the individual could not again be 
granted an exemption. 

Your committee believes that provisions for coverage under social 
security on an individual voluntary basis are undesirable, and we 
have, been reluctant to recommend an amendment which would permit 
an individual to elect exemption from social security coverage. Pres
ent law provides no exemption by reason of an individual's religious 
beliefs. The voluntary coverage provisions for ministers are appli
cable only to ministerial services; a minister who does other work is 
covered on the same basis as any other person. We believe that an 
exemption from social security taxes with respect to work that is 
generally covered would be justifiable only in cases where it is amply
clear that an individual cannot accept the benefits of insurance, in
cluding social security benefits, without renouncing basic tenets of 
his religion. The exemption we are recommending is designed to be 
granted in only such caises. The proposed exemption would be limited 
to the self-employment tax under social security since those persons 
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for whom the payment of social security taxes appears to be irrecon
cilable with their religious convictions also, by reason of their religious
beliefs, limit their work almost entirely to farming and to certain 
other self-employment.

We believe that the proposed exemption must be on the basis of in
dividual choice. To exclude all members of a religious group from 
social security coverage would not take account of the variances in 
individual beliefs within any religious group, and would deny social 
security protection to those individuals who want it. Among the Old 
Order Amish, for example, there have been some indications of a 
change in attitude toward social security, particularly among the 
younger people; some members of the Old Order Amish who have be
come eligible for social security benefits have claimed the benefits. 

Your committee believes that the recommended provision would pro
vide relief for those individuals who sincerely believe that payment
of social security taxes is irreconcilable with their religious convic
tions. We strongly recommend against any broadening of the pro
posed amendment since any such broadening could well lead to wide
spread individual voluntary coverage under social security, which 
would undermine the soundness of the social security program.

()Additional retroactive coverage of nonprofit organizations,and 
validationof coverage of certainemployee8 of 8ch,organizatiom 

Under present law the employees of a nonprofit organization may be 
covered under social security only if the employing organization files 
a certificate waiving its exemption from social security coverage.
Your committee has learned that in some cases organizations have 
been reporting their employees for social security purposes without 
ever having filed the required waiver certificate. Such reports may be 
submitted for some time before the organization learns that they are 
erroneous. In such cases, employees who have been counting on hav
ing social security protection on the basis of their employment with 
such organization may in fact not have that protection.

Your committee's bill would permit a non-profit organization to elect 
social security coverage to be effective for a period of up to 5 years
(rather than 1 year, as under present law) before the calendar quarter

in which the waiver certificate electing social security is filed. In 
addition, nonprofit organizations which had filed a waiver certificate 
in or prior to the year in which the bill is enacted would be given until 
the end of the year following enactment to amend their certificate to 
make social security coverage effective for a period of up to 5 years
before the calendar quarter in which the amendment to the waiver 
certificate is filed. 

Thus, by making its waiver certificate sufficiently retroactive, a non
profit organization that had been erroneously reporting earnings for 
its employees without having filed a certificate -toelect coverage could 
ordinarily provide complete and continuous social security coverage
for the erroneously reported employees. That is, a nonprofit organiza
tion which learns of its erroneous reporting could file a certificate 
electing coverage and make it sufficiently retroactive to cover the period
for which employee earnings already reported would otherwise be 
stricken from the record because the statute of limitations had not run 
when the erroneous reporting had been discovered. The effect of the 
social security statute of limitations is that in most cases correction of 
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an employee's social security earnings record may be made only if the 
error is discovered within 3 years, 3 monfths, and 15 days following the 
end of the year in which the wages were erroneously paid. Your corn
mittee's bill would, then, resolve on a permanent basis troublesome 
problems which have arisen under the nonprofit coverage provisions. 

Your committee's bill also amends section 105(b) of the Social 
Security Amendments of 1960, which provided that an employee of a 
nonprofit organization could, under certain circumstances, receive 
credit for erroneously reported wages. The amendment applies to 
employees who are no longer in the employ of an organization when 
the waiver certificate is filed. These persons cannot be covered under 
the general provisions for retroactive coverage, as retroactive coverage
is available only to persons still in the employ of an organization when 
the waiver certificate is filed. The amendment would permit such em
ployees to have validated the reports of wages which had erroneously

been made for them by the organization during the period of retro
active coverage. These persons have the same need for social security
protection as those who are still employed by the organization when it 
files its waiver certificate. 
(g) Coverage of certainemployee* of the Di~trictof Colum~bia 

Under the present provisions of the Social Security Act, all service 
performed in the employ of the District of Columbia is excluded from 
social security coverage. Most District employees are covered under 
the Federal civil service retirement system or one of the two District 
retirement systems. Substitute teachers, however, are not covered 
under any government retirement system. Under your committee's 
bill, the District of Columbia could provide social security coverage 
for t~hem. In addition, the bill would make it possible for the District 
of Columbia to cover under social security temporary or intermittent 
employees who are not now covered under the civil service retirement 
system but because of the temporary nature of their employment. The 
earliest date on which coverage could become effective would be the 
first day of the calendar quarter following the calendar quarter of 
enactment. 
(h) Special8tudy relatingto Federalermployee8 

The Committee on Wa s and Means is aware that the single largest 
gruo urctzn ware employment by law is precluded from 

SOCSscurtyoveagearethe employees of the Federal Government. 
Your committee has given attention to this problem from time to time 
over a period of several years. Extensive consideration was given in 
1960 to extending some form of social security coverage to Federal 
employees. At that time, it was concluded, on the recommendation 
of the Department of Health, Education, and Welfare and the Social 
Security Administration, that further opportunity should be afforded 
to the departments and agencies of the executive branch to give further 
study to the matter and present a coordinated recommendation to 
the Congress. Therefore, in lieu of statutory action, the Committee 
on Ways and Means at that time, in its report on the bill which became 
the Social Security Amendments of 1960 (H. Rept. 1799, to accompany
H.R. 12580, 86th Cong.) urged the interested departments and agencies 
of the executive branch to "accelerate their efforts in finding a work
able and sound solution to this problem and report it to the Congress 
at the earliest opportunity." 
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The report which was requested by the committee in 1960 regrettably 
was not received until a. few days ago. Obviously, there was inade
quate time on the part of the comittniee to study fully the suggestions
contained in the report. The committee did not iniclude provisions
in this legislation in view of the lack of adequate time to study the 
repor just presented to it. 

Ylour committee has been advised by the Department of Health,
Education, and Welfare that the executive branch has initiated a 
comprehensive study of retirement provisions for Federal personnel
and that this study is to include further consideration of the proper 
role which should be played by social security, the civil service retire
ment program, and other staff retirement programs in the protection
afforded Federal personnel.

In the light of all the foregoing, your committee has agreed to with
hold recommendations until this further study is received despite the 
interest of many Members in closing this gap in the protection of 
civil service employees compared to that of employees 'in private in
dustry. Your committee was advised that this study wouldbecm 

pltdnot la~ter than December 1, 1965. It your committee's 
expectation that that time table will be met. 

10. 	 EXTENSION OF PERIOD FOR FILING PROOF OF SUPPORT AND APPLICA
TION FOR LUMP-SUM DEATH PAYMENT 

The law provides that the proof of support required for husband's,
widower's and parent's insurance benefits, and applications for lump 
sum death payments, must be filed within a 2-year perio specified mi 
the law. An extension of an additional 2 years is allowed where there 
was good cause for failure to file within the initial 2-year period. Many
instances have arisen where there has been failure to file the required
documents within the time allowed. A number of private bills have 
been proposed, and some enacted, to except specific individuals from 
this requirement in the law. 

Believing that it is more desirable to provide for these situations by 
a provision of general law, your committee has included an amendment 
under which, if it is shown to the satisfaction of the Secretary of 
Health,, Education, and Welfare that there was good cause for failure 
to file within the initial 2-year period, an applicant would be allowed 
to ifile proof of support or an application for a lump-sum death pay
ment at any time. 

I11. AUTOMATIC RECMXPUTATION OF BENEFITS 

Under the bill provision is made for automatic annual recornputation
of benefits to take account of earnings that a beneficiary may have after 
he comes on the rolls and that would increase his benefit amount. 
Under present law, benefit recomputations to take account of additional 
earnings generally are available only on application, and can be made 
only if the worker had covered earnings of more than $1,200 in a cal
endar year after he became entitled to benefits. 

Experience has shown that a large number of peopple who are eligible
for benefit recomputations to take account of additional earnings, and 
who will profit from such recomputations, fail to apply for them. 
Automatic recomputation would assure the beneficiary that he will got 
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credit for any earnings that would increase his benefit amount. Your 
committee has been advised that with the improved electronic equip
ment that is now used to compute benefit amounts, it is both feasible 
and administratively advantageous to handle these recomputations on 
an automatic basis. 

An additional effect of the change would be to assure that no one 
would be disadvantaged by applying for benefits at age 65 instead of 
waiting until a somewhat later age. Under present law, in some few 
cases a worker who delays the filing of his application gets a larger
benefit than he would have gotten if he had applied at age 65. In 
certain situations, therefore, people do not know whether to apply for 
benefits or to defer filing. Sometimes they do apply and it turns out 
to have been disadvantageous. Under the provisions in the bill it will 
be possible to assure every claimant that he cannot lose by applying 
at age 65. 

12. REIMBURSEMENT OF THIE TRUST FUWDS FOR THE COST OF MILITARY 
SERVICE CREDITS 

Military service was not covered under the social security program 
on aLcontributory basis until 1957. However, special benefits were 
provided for the survivors of World War II veterans who died within 
3 years after discharge, and noncontributory wage credits were pro
vided under the program for active military service from September
16, 1940, through December 1956. The old-age and survivors insur
ance trust fund has been reimbursed for the cost of the benefits paid
through August 1950, in the amount of about $15 million. However,
although present law provides that the costs incurred through June 
30, 1956, were to have been paid into the trust funds over the 10 fiscal 
years ending June 30, 1969, and that the costs incurred by the payment
of such benefits after June 1956 were to have been appropriated an
nually, no such payments have been made. 

Your committee believes that it would be desirable to amortize the 
amounts owing over a period longer than the 10-year period provided
under present law. The bill would authorize a level annual appro
priation from general revenues to the trust funds starting in fiscal 
year 1966, that would amortize both the accumulated backlog and 
the additional amounts that will accrue through fiscal year 2015. After 
2015, annual appropriations would be authorized to pay any additional 
costs. 

13. FINANCING PROVISIONS 

(a) Ihwrease in the contribution anld beneflt base 
The bill would raise from $4,800 to $5,600, beginning with 1966, and 

to $6,600, beginning with 1971, the limitation on~the amnount of annual 
earnings that is used in determining benefits and that is subject to tax 
for the support of the program. The increases in the contribution and 
benefit base will make it possible to provide, for workers at and above 
average earnings levels, benefits that are more reasonably related to 
their actual earnings, and, by taxing a larger proportion of the Na
tion's growing payrolls, will improve the financial base of the program.

Even though higher benefits are provided on the basis of the addi
tional earnings that are taxed and credited for social security pur

4"-99 0-6--8 
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poses, an increase in the contribution and benefit base results in a re
duction in the overall cost of the social security program as a percent 
of taxable payrolls. 
(b) Change8 in&the contribution&rate8 

Consistent with the policy of maintaining the program on a finan
cially sound basis that has always been followed in the past, the bill 
makes full provision for meeting the cost of the improvements it would 
make in the OASDI programs. Additional income would result from 
increasing the earnings base to $5,600 in 1966 and $6,600 in 1971 and 
from the extensions of coverage provided under the bill. In addition, 
your committee is recommending a revised contribution rate schedule. 

Your committee has paid particular attention to the effect social se
curity taxes might have on the individual taxpayer and the economy 
as a whole. Therefore, the schedule of contribution rates included in 
the bill, while it will produce sufficient income to finance the social se
curity program, at the same time will avoid increases in the trust funds 
at a time when the economic impact of trust fund increases would be 
uncertain. U~nder the schedule of rates your committee recommends, no 
contribution rate increase after 1966 would go into effect at the same 
time as a contribution base increase, and the tax rate increase for old-
age, survivors, and disbility insurance scheduled to go into effect in 
1966 would be somewhat lower than the one scheduled under the pres
ent law. Also, old-age, survivors, and disability insurance contribu
tions for the self-employed person would be held at 6.0 percent of Self-
employment income through 1968 rather than increasing to 6.1 percent
in 1966 and to 6.9 percent in 1968; after 1973 the contribution rate for 
the self-employed would be only one-tenth of 1 percent higher than 
scheduled under present law. 

The present and proposed contribution rates for old-age, survivors, 
and disability insurance are as follows: 

Contribution rates (in percent) 

Year Empioyer and employee, Self-employed
each 

Present law Bil Present law Bill 

1966--67--------------------------------------- 4.125 4.0 6.2 6.0 
1968------------------------------------------ 4.625 4.0 6.9 6.0 
1969-72--------------------4.625 4.4 6.9 6.6 
i973 and fe----------------4.625 4.8 6.9 7.0 

14. ADVISORY COUNCIL ON SOCIAL SECURITY 

The bill would, repeal the present provisions for the appointment 
of future Advisory Councils on Social Security Financing and provide 
instead for the appointment of Advisory Councils of broader scope 
and of somewhat different representation. 

The Councils provided for under present law are, in -general, re
quired to report only on the financing of the program. The Council 
that was appointed in 1963 and made its report on January 1 of this 
year was the only Council required to present its findings and recom
mendations with respect to all aspects of the program. That Council 
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urged that "every 5 years or so Advisory Councils be formed to review 
the substantive provisions of the program as well as its financing."
Your commnittee agrees with this recomnmendation, and under the bill 
the scope of future 	Advisory Councils would be broadened so that all 
futurd Councils would report on all aspects of the program (including
the new hospital insurance and supplementary health insurance pro
gra~ms established 	under the bill) and on their impact on the public 
assistanceprgas

Present lawgrequires that the Councils be composed of 12 members 
representing emrnp~uloyers aand eemployees in equal numbers and self. 
employed persons and the public. The bill provides that the Council 
members shall, to the extent pssible, represent employer and employee
organizations in equal numbe~rs and self-employed persons and the 

public. 
The Councils would submit their reports to the Secretary of Health, 

Education, and Welfare for transmission to the Congress and to the 
Board of Trustees. Under the time schedule for the appointment of 
Advisory Councils now in the law, Councils are to be appointed in 
1966 and every fifth year thereafter and report on January 1 of the sec
ond year after the year of appointment. This schedule was designed 
so that a Council would report 1 year before each tax increase, and 
every fifth year after the final increase. In 1961 the final tax increase, 
previously scheduled for 1969, was rescheduled for 1968. As a. result, 
the Council to be appointed in 1966 is required to make its report on the 
day on which the final rate increase now in the law is scheduled to go
into effect. Under the bill, the next Advisory Council would be ap
pointed in 1968 and make its report not later than January 1, 1970. 
Subsequent Councils would be appointed so as to report in 1975 and 
every fifth year thereafter. 

15. 	 ACTUARIAL COST ESTIMATES FOR THE OLD-AGE, SURVIVORS, AND 
DISABILITY INSURANCE SYSTEM 

(a) Summary of actuaria cost estimates 
The old-age, survivors, and disability insurance system, as modified 

by your committee's bill, has an estimated cost for benefit payments
and administrative expenses that is very closely in balance with 
contribution income. This also was the case for the 1950 and subse
quent amendments at the time they were enacted. 

The old-age and survivors insurance system as modified by your
commPittee's bill has been shown to be not quite self-supporting under 
the intermnediate-cost estimate. Nevertheless, there is close to an 
exact balance, especially considering that a range of variation is 
necessaril y present in th long-range actuarial cost estimates and, 
further, that rounded tax rates are used in actual practice. Accord

ingl, te an 	 program, as it would beod-ag suvivrs insurance 

changd
byyourcommttees bill, is actuarially sound. 

Theseprat dsablit isurance trust fund, established under the 
1956actshws faorale actuarial balance of 0.04 percent of 

taxal parl udrthe provisions that would be in effect after 
enactent oyurcmmittee's bill, because the contribution rate 
allocated tthsfnisslightly more than the cost of the disability 
benefits, based on the itermediate-cost estimate. Considering the 
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variability of cost estimates for disability benefits, this' small actuarial 
surplus is not significant. The disabiW t insurance program, as it 
would be modified by your committee's bill, is actuarially sound. 
(b) Financingpolicy 

(1) 	 Contribution rate schedule for old-age, survivors, and di~s
ability insurance in bill 

The contribution schedule for old-age, survivors, and disability in
surance contained in your committee's bill is lower than that under 
present law by 0.25 percent in the combined employer-employee 
rate in 1966-67, is lower by 1.25 percent in 1968, is lower by 0.45 
percent in 1969-72, and is higher by 0.35 percent in 1973 and there
after. The maximum earnings base to which these tax rates are 
applied is $5,600 per year for 1966-70 and $6,600 for 1971 and after 
under your committee's bill as compared with $4,800 under present 
law. These tax schedules are as follows: 

[Percent) 

Present law Committee bill 

Calendar year 
Employee Sell. Employee Self-
rate (same employed rate (same employed

for employer) rate for employer) rate 

1965------------------------------------------ 3.625 5.4 3.625 5.4 
1966-67 --------------------------------------- 4.125 6.2 4.0 6.0 
1968------------------------------------------ 4.625 6.0 4.0 6.0 
1969-72-------------------4.625 6.9 4.4 6.6 
1g73 andafter--------------------------------------- 4.625 6.9 4.8 7.0 

The allocation rates to the two trust funds that are applicable to 
the combined employer-employee contribution rate for the bill, as 
compared with present law, are as follows: 

(Percent] 

Old-age and survivors Disability insurance 
Insurance 

Calendar year.__ _ _ _-_ _ _ _ _ _ _ _ _ _ _ 

Present Committee Present Comnmittee 
law bill -law bill 

1965 ------------------------------------------ 6.75 6.75 0.50 0.50 
1966-67---------------------------------------- 7.75 7.25 .50 .75 
1968 ------------------------------------------ 8.75 7.25 .50 .75 
1969-72---------------------------------------- 8.75 &05 .50 .75 
1973 and after---------------------------------- 8.75 8.85 .50 .75 

(2) Self-supporting nature of system 
The Congress has always carefully considered the cost aspects of 

the old-age, survivors, and disability insurance system when amend
ments to the program have been made. In connection with the 1950 
amendments, the Congress stated the belief that the program should 
be completely self-supporting from the contributions of covered 
individuals and employers. Accordingly, in that legislation the pro
vision permitting appropriations to the system from general revenues 
of the Treasury was repealed. This policy has been continued in 
subsequent amendments. The Congress has always very strongly1
believed that the tax schedule in the law should make the system self-
supporting as nearly as can be. foreseen and actuarially sound. 
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(3) Actuaria soundn~e8s of siJstem 
The concept of actuarial soundness as it applies toi the old-age,

survivors, and disability insuranco system differs considerably from 
this concept as it applies to private insurance and private pension
plans, although there are certain points of similarity with the latter. 
In connection with individual insurance, the insurance company or 
other administering institution must have sufficient funds on hand so 
that if operations are terminated, it will be in a position to pay off 
all the accrued liabilities. This, however, is not a necessary basis 
for a national compulsory social insurance system and, moreover, is 
not always the case for well-administered private pension plans,
which may not have funded all the liability for pior service benefits. 

It can reasonably be presumed that, under Government auspices,
such a social insurance system will continue indefinitely into the future. 
The test of financial soundness, then, is not a question of whether 
there are sufficient funds on hand to pay off all accrued liabilities. 
Rather, the test is whether the expected future income from tax 
contributions and from interest on invested assets will be sufficient 
to meet anticipated expenditures for benefits and administrative 
costs. Thus, the concept of "unfunded accrued liability" does not 
by any means have the same significance for a social insurance system 
as it does for a plan established under private insurance principles,
and it is quite proper to count both on receiving contributions from 
new entrants to the system in the future and on paying benefits to 
this group. These additional assets and liabilities must be considered 
in order to determine whether the system is in actuarial balance. 

Accordingly, it may be said that the old-age, survivors, and dis
ability insurance program is actuarially sound if it is in actuarial 
balance. This will be the case if the estimated future income from 
contributions and from interest earnings on the accumulated trust 
fund investments will, over the long run, support the disbursements 
for benefits and administrative expenses. Obviously, future experi
ence may be expected to vary from the actuarial cost estimates made 
now. Nonetheless, the intent that the system be self-supporting (and
actuarially sound) can be expressed in law by utilizing a contribution 
schedule that, according to the intermediate-cost estimate, results in 
the system being in balance or substantially close thereto. 

Your committee believes that it is a matter for concern if the 
old-age svvrand disability insurance system show's any sig
nificant actuarial mnsufficiency. Traditionally, the view has been 
held that for the old-age and survivors insurance portion of the 
program, if such actuarial insufficiency has been no greater than 0.25 
percent of payroll, when measured over perpetuity, it is at the point
where it is within the limits of permissible variation. The corre
sponding point for the disability insurance portion of the system is 
about 0.05 percent of payroll (lower because of the relatively smaller 
financial magnitude of this program). Based on the recommendation 
of the 1963-64 Advisory Council on Social Security Financing (see 
app. V of the 25th Annual Report of the Board of Trustees of the 
Federal Old-Age and Survivors Insurance Trust Fund and the Fed
eral Disability Insurance Trust Fund, HI. Doc. No. 100, 89th Cong.),
the cost estimates are now being made on a 75-year basis, rather than 
on a perpetuity basis. On this approach, the margin of variation 
from exact balance should be smnaller-no more than 0.10 percent of 
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taxable payroll for the combined old-age, survivors, and disability
insurance program.

Furthermore, traditionally when there has been an actuarial insuffi
ciency exceeding the limits indicated, any subsequent liberalizations 
in benefit provisions were fully financed by appropriate changes in 
the tax schedule or through raising the earnings base, and at the same 
time the actuarial status of the program was improved.

The changes provided in your committee's bill are in conformity 
with these financing principles. 
(c) Basic assumptionsfor cost estimates 

(1) General basisfor lon~g-ran~ge cost estimates 
Benefit disbursements may be expected to increase continuously

for at least the next 50 to 70 years because of such factors as the aging
of the population of the country and the slow but steady growth of 
the benefit roll. Similar factors are inherent in any retirement pro
gram, public or private, that has been in operation for a relatively
short period. Estimates of the future cost of the old-age, survivors 
and disability insurance program are affected by many elements that 
are difficult to determine,-foring , the assumptions used in the 
actuarial cost estimates may differ widely and yet be reasonable. 

The long-range cost estimates (shown for 1975 and thereafter) 
are presented on a range basis so as to indicate the plausible varia
tion in future costs depending upon the actual trends developing for 
the various cost factors. Both the low- and high-cost estimates are 
based on assumptions that are intended to represent close to full 
employment, with average annual earnings at about the level pre
vaiing in 1963. The use of 1963 average earnings results in con
servatism in the estimate since the trend is expected to be an increase 
in average earnings in future years (as will be discussed subsequently
in item 5). In 1963, the aggregate amount of earnings taxable under 
the program was $226 brnlion. Of course, when new workers enter 
the [abor force in years after 1963, the total taxable earnings increase 
simply because of multiplying the larger number of covered workers 
by the 1963 average earnings rates. In addition to the presentation
of the cost estimates on a range basis, intermediate estimates de
veloped directly from the low- and high-cost estimates (by averaging
their components) are shown so as to indicate the basis for the financing
provisions. 

The cost estimates are extended beyond the year 2000, since the 
aged population itself cannot mature by then. The reason for this is 
that the number of births in the 1930's was very low as compared
with subsequent experience. As a result, there wrnl be a dip 'in the 
relative proportion of the aged from 1995 to about 2010, which would 
tend to result in low benefit costs for the old-age, survivors, and 
disability insurance system during that period. For tis reason the 
year 2000 is by no means a typical ultimate year insofar as costs are 
concerned. 

(2) Measurement of costs in relation to taxable paiyroll 
In general, the costs are shown as percentages of covered payroll.

This is the best measure of the financial cost of the program. Dollar 
figures taken alone are misleading. For example, a higher earnings
level will increase not only the outgo of the system but also, and to 
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a greater extent, its income. The result is that the cost relative to 
payroll wirn decrease. As an illustration of the foregoing points, 
consider an individual who has covered earnings at a rate of $300 
per month. Under your committee's bill such an individual would 
have a primary insurance amount of $112.40. If his earnings rate 
should increase by 50 percent (to $450), his primary insurance amount 
would be $145.90. Under these conditions, the contributions payable 
with respect to his earnings would increase by 50 percent, but his 
benefit rate would increase by oniy 30 percent. Or to put it another 
way, when his earnings rate was $300 per month, his primary insurance 
amount represented 37.5 percent of his earnings, whereas, when his 
eaxnings increased to $450 per month, his primary insurance amount 
relative to his earnings decreased to 32.4 percent. 

(3) General basisfor short-rangecost estimnate 
The short-range cost estimates (shown for the individual years 

1965-72) are not presented on a range basis since-assuming a con
tinuation of present economic conditions-it is believed that the 
demographic factors involved (such as mortality, fertility, retirement 
rates, etc.) can be reasonably closely forecast, so that only a single
estimate is necessary. A gradual rise in the earnings level in the 
future, paralleling that which has occurred in the past few years, is 
assumed. As a result of this assumption, contribution income is 
somewhat higher than if level earnings were assumed, while benefit 
outgo is only slightly affected. 

The cost estimates have been prepared on the basis of the same 
assumptions and methodology as those contained in the 25th Annual 
Report of the Board of Trustees (H. Doc. No. 100, 89th Cong.). 

(4) Level-cost concept 
An important measure of long-range cost is the level-equivalent 

contribution rate required to suppor the system for the next 75 years
(including not only meeting the benefit costs and administrative 
expenses, but also the maintenance of a reasonable contingency fund 
during the period, which at the end of the period amounts to 1 year's 
disbursements), based on discounting at interest. If such a level 
rate were adopted, relatively large accumulations in the ol'd-age and 
survivors insurance trust fund would result, and in consequence 
there would be sizable eventual income from interest. Even though 
such a method of financing is not followed, this concept may be used 
as a convenient measure of long-range costs. This is a valuable cost 
concept, especially in comparing various possible alternative plans
and provisions, since it takes into account the heavy deferred benefit 
costs. 

(5) Future earningsassumptions 
The long-range estimates for the old-age, survivors, and disability 

insurance program are based on level-earnings assumptions, under 
which earnings levels of covered workers by age and sex will continue 
over the next 75 years at the levels experienced in 1963. This, 
however, does not mean that covered payrolls are assumed to be the 
same each year; rathier, they are assumed to rise steadily as the 
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population at the working aes is estimated to increase. If in-*the 
future the earnings level should be'considerably above that which now 
prevails, and if the benefits are adjusted upward so that the annual 
costs relative to payroll will remain the same as now estimated for the 
present system then the increased dollar outgo resulting will offset 
the increased ciollar income. This is an important reason for con
sidering costs relative to payroll rather than in dollars. 

The long-range cost estimates have not taken into account the pos
sibility of a rise in earnings levels, although such a rise has character
ized the past history of this country. If such an assumption were 
used in the cost estimates, along' with the unlikely assumption that 
the benefits, nevertheless, would not be changed, the cost relative to 
payroll would, of course, be lower. 

It is important to note that the possibility that a rise in earnings 
levels will produce lower costs of the old-age, survivors, and disability 
insurance program in relation to payroll is a very important safety 
factor in the financial operations of this system. The financing of 
the system is based essentially on the intermediate-cost estimate, 
along with the assumption of level earnings; if experience follows the 
high-cost assumptions, additional financing will be necessary. How
ever, if covered earnings increase in the future as in the past, the 
resulting reduction in the cost of the program (expressed as a percent
age of taxable payroll) will more than offset the higher cost arising 
under experience following the high-cost estimate. If the latter condi
tion prevails, the reduction in the relative cost of the program coming
from rising earnings levels can be used to maintain the actuarial 
soundness of the system, and any remaining savings can be used to 
adj ust benefits upward (to a lesser degree than the increase in the 
earning level). The possibility of future increases in earnings levels 
shoud be considered only as a safety factor and not as a justification
for adjusting benefits upward in anticipation of such increases. 

If benefits are adjusted currently to keep pace with rising earnings
trends as they occur, the year-by-year costs as a percentage of payroll 
would be unaffected. If benefits are increased in this manner, the 
level-cost of the program would be higher than now estimated, since, 
under such circumstances, the relative importance of the interest 
receipts of the trust funds would gradually diminish with the passage 
of time. If earnings and benefit levels do consistently rise, thorough
consideration will need to be given to the financing basis of the system 
because then the interest receipts of the trust funds -will not meet as 
large a proportion of the benefit costs as would be anticipated if the 
earnings level had not risen. 

(6) Interrelationshipwith railroadretirement system 
An important element affecting old-age, survivors, and disability 

nsurance costs arose through amendments made to the Railroad 
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Retirement Act in 1951. These provide for a combination of railroad 
retirement compensation and old-age, survivors, and disability insur
ance covered earnings in determining benefits for those with less than 
10 years of railroad service (and also for all survivor, cases).

Financial interchange provisions are established so that the old-age
and survivors insurance trust fund and the disability insurance trust 
fund are to be placed in the same financial position in which they
would have been if railroad employment had always been covered 
under the program. It is estimated that over the long range the 
net effect of these provisions will be a relatively small loss to the old-
age, survivors, and disability insurance system since the reimburse
ments from the railroad retirement system will be somewhat smaller 
than the net additional benefits paid on the basis of railroad earnings 

(7) Reimbursementfor costs of military servie wage credits 
Another important element affecting the financing of the program 

arose through legislation in 1956 that provided for reimbursement 
from general revenues for past and future expenditures in respect to 
the noncontributory credits that had been granted for persons in 
military service before 1957. The cost estimates contained here 
reflect the effect of these reimbursements (which are included as con
tributions), based on the assumption that the required appropriations 
will be made in the future in accordance with the relevant provisions
of your conunittee's bill. These reimbursements would be made on 
the basis of constant annual amounts (although adjusted in accord
ance with actual experience) over the next 50 years, rather than on 
the basis of the actual disbursements each year, as under present law. 
(d) Actuarial balance of program in past years 

(1) Status after enactment of 19653 act 
The actuarial balance under the 1952 act I was estimated, at the 

time of enactment, to be virtually the same as in the estimates made 
at the time the 1950 act was enacted, as shown in table E. This 
was the case, because the estimates for the 1952 act took into con

sierato th ieneringslevels in the 3 years preceding the enact
ment of that act. Thi factr virtually offset the increased cost due 
to the benefit liberalizations made. New cost estimates made 2 years 
after the enactment of the 1952 act indicated that the level-cost (i.e., 
the average long-range cost, based on discounting at interest, relative 
to taxable payroll) of the benefit disbursements and administrative 
expenses was somewhat more than 0.5 percent of payroll higher than 
the level equivalent of the scheduled taxes (including allowance for 
interest on the existing trust fund). 

I The term "11952 act" (and stimilar termls) is used to designate the system as it existed afterthe enactment 
of the amendments of that year. 
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TABLE E.-Actuarialbalance of old-age, aurvtvors, and disability insurance program
under varioUS acts for various estimates, intermediate-costbasis 

[Percent] 

Level-equivalent'I
Date of esti - __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

Legislation mate 
Benefit Contribu- Actuarial 
Costa'2 tions Ibalance'3 

Old-age, survivors, and disability insurance'4 

19O5 act ------------------------------------- 1935 8.30 5.36 ------
1939 act ------------------------------------- 1939 5.22 8.30 +0.08 
1939 act (assamendedin thelg940's) '-------------1950 4.45 3.98 -. 47 
1950 act ------------------------------------- 1950 6.20 6.10 -. 10 
1950 act ------------------------------------- 1952 &49 5.90 +.41
1952 act..- ---------------- ---- 1952 6.00 5.90 -. 10 
19S2 act-------------------------7------------ 1954 6.62 6.05 -. 57 
1954 act ------------------------------------- 1954 7.50 7.12 -. 38 
1954 act ------------------------------------- 1950 7.45 7.29 -. 16 
1956 act ------------------------------------- 1950 7.85 7.72 -. 13 
1956act ------------------------------------- 1958 8.23 7.83 -. 42 
1958 act ------------------------------------- 1958 8.76 8.52 -. 24 
1958 act ------------------------------------- 1960 6.73 8.68 -. 05 
1960 act ------------------------------------- 1960 &8.9 8.68 -. 30 
1961 act------------------------------- ------ 1961 9.35 9. 05 -. 30 
1961lact ------------------------------------- 1963 9.33 9.02 -. 31 
1961 act (perpetuity basis) --------------------- 1964 9. 36 9.12 -. 24 
1961 act (75-year basis) ------------------------ 1964 9.09 9. 10 +. 01 
1965bill(House)------------------------------ 1965 9.44 9.36 -. 08 

Old-age and survivors insurance' 

l9S6 act ------------------------------------- 1956 7.43 7.23 -0. 20 
1956 act ------------------------------------- 1958 7.90 7.33 -. 57 
l95S act ------------------------------------- 1958 8.27 8.02 -. 25 
1958 act ------------------------------------- 1960 8.38 8.18 -. 20 
19g0 act ------------------------------------- 1960 8.42 8.18 -. 24 
1961act ------------------------------------- 1961 8.79 8.55 -. 24 
1961lact ------------------------------------- 1963 8.69 8.52 -. 17 
1961 act (perpetulty basis) --------------------- 1964 8.72 8.62 -. 10 
1961 act (75-year basis) ------------------------ 1964 8.46 8.60 +.14 
I65 bil1 (House)------------------------------ 1965 8.73 8.61 -. 12 

Disability insurance'4 

196 act ------------------------------------- 1956 0.42 0.49 +0.07 
1956 act ------------------------------------- 1958 .35 .50 +.1is 
1958 act ------------------------------------- 1958 .49 .50 +.ol1 
1958 act ------------------------------------- 1950 .35 .50 +. 15 
19f0 act ------------------------------------- 1960 .5 .50 -. 06 
1961 act ------------------------------------- 1961 .56 .50 -. 06 
1961 act ------------------------------------- 1963 .64 .50 -. 14 
1961 act (perpetuity basis) --------------------- 1964 .64 .50 -. 14 
1961 act (75-year basis) ------------------------ 1964 .6ea50 -. 13 
1965 bill (House)------------------------------ 1965 .71 .75 +'.04 

I'Expressed as a percentage of effective taxable payrofl, including adjustment to reflect the lower con
tribution rate for the self-employed as compared with the combined employer-employee rate. Estimates 
prepared before 1964 are on a perpetuity basis, while those prepared after 1964 are on a 75-year basis. The 
estimates prepared in 1964 are on both bases (see text).

3'Including adjustments (a) to reflect the lower contribution rate for the self-employed as compared with 
the combined employer-employee rate, (b) for the interest earnings on the existing trust fund, (c) for ad
ministrative expense costs, and (d for the net cost of the financial interchange provisions with the rail
road retirement system.

I'A negative figure indicates the extent of lack of actuarial balance. A positive figure indicates more 
than sufmcient financing, according to the particular estimate. 

4The disability insurance program was inaugurated in the 1956 act so that all figures for previous legisla
tion are for the old-age and survivor-s insurance program only.

' The major changes being in the revision of the contribution schedule; as of the beginning of 1950, the 
ultimate combined employer-employee rate scheduled was only 4 percent. 

NqoT.-The figures for the 1950 act and for the 1952 act according to the 1952 estimates have been revised 
as compared with those presented previously, so as to place them on a comparable basis with the later 
figures. 
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(2) Status after enactment of 1954 act 
The 1954 amendments as passed by the -House of Representatives 

contained an adjusted contribution schedule that not only met the 
increased cost of the benefit changes in the bill, but also reduced the 
aforementioned lack of actuarial balance to the point where, for all 
practical purposes, it was sufficiently provided for. The bill as it 
passed the Senate, however, contained several additional liberalized 
benefit provisions without any offsetting increase in contribution 
income. Accordingly, although the increased cost of the-new benefit 
provisions was met, the "actuarial insufficiency" as then estimated 
for the 1952 act was left substantially unchanged under the Senate-
approved bill. The benefit costs for the 1954 amendments; as finq~ly 
enacted fell between those of the House- and Senate-approved bils. 
Accordingly, under the 1954 act, the increase in the contribution 
schedule met all the additional cost of the benefit changes and at 
the same time reduced substantially the actuarial insufficiency that 
the then-current estimates had indicated in regard to the financing 
of the 1952 act. 

(3) Status after enactment of 1956 act 
The estimates for the 19-54 act were revised in 1956 to take into 

account the rise in the earnings level that had occurred since 1951-52, 
the period that had been used for the earnings assumptions for the 
estimates made in 1954. Taking this factor into account reduced the 
lack of actuarial balance under the 1954 act to the point where, for 
all practical purposes, it was nonexistent. The benefit changes made 
by the 1956 amendments were fully financed by the increased con
tribution income provided. Accordingly, the actuarial balance of the 
system was unaffected. 

Following the enactment of the 1956 legislation, new cost estimates 
were made to take into account the developing experience; also, certain 
modified assumptions were made as to anticipated future trends. In 
1956-57, there were very considerable numbers of retirements from 
among the groups newly covered by the 1954 and 1956 amendments, so 
that benefit expenditures ran considerably higher than had previously 
been estimated. Moreover, the analyzed experience for the recent 
years of operation indicated that retirement rates had risen or, in other 
words, that the average retirement age had dropped significantly. 
This may have been due, in large part, to the liberalizations of the 
retirement test that had been made in recent years-so that aged 
persons were better able to effectuate a smoother transition from full 
employment to full retirement. The cost estimates made in early 
1958 indicated that the program was out of actuarial balance by 
somewhat more than 0.4 percent of payroll. 

(4j) Status after enactment of 1958 act 
The 1958 amendments recognized this situation and provided addi

tional financingy for the programn-both to reduce the lack of actuarial 
balance anJaso to finance certain benefit liberalizations made. In 
fact, one of the stated purposes of the legislation was "to improve the 
actuarial status of the trust funds." This was accomplished by 
introducing an immediate increase (in 1959 )in the combined employer-
employee contribution rate, amounting to 0.5 percent, and b dac 

igthe subsequently scheduled increases so that they would occur at 
3-year intervals (beginning in 1960) instead of at 5-year intervals. 
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The revised cost estimates made in 1958 for the disability insurance 
program contained certain modified assumptions that recognized the 
emerging experience under the new program. As a result, the moderate 
actuaia surplus originally estimated was increased somewhat, and 
most of this was used in the 1958 amendments to finance certain 
benefit liberalizations, such as inclusion of supplemental benefits for 
certain dependents and modification of the insured status require
ments. 

(6) Status after enactment of 1960 act 
At the beginning of 1960, the cost estimates for the old-age, sur

vivors, and disability insurance system were reexamined and were 
modified in certain respects. The earnings assumption had previously
been based on the 1956 level, and this was changed to reflect the 
1959 level., Also, data first became available on the detailed opera
tions of the disability provisions for 1956, which was the first full 
year of operation that did not involve picking up "backlog" cases. 

It was found that the number of persons who meet the insured status 
conditions to be eligible for these benefits had been significantly over-' 
estimated. It was also found that the disability incidence experience
for eligible women was considerably lower than had been originally
estimated, although the experience for men was very close to the 
intermediate estimate. Accordingly, revised assumptions were made 
in regard to the disability insurance portion of the program. As a 
result, the changes made by the 1960 amendments could, according to 
the revised estimates, be made without modifying the financing
provisions. 

(6) Status after enactment of 1961 act 
The changes made by the '1961 amendments involved an increased 

cost that was fully met by the changes in the financing provisions
(namely, an increase in the combined employer-employee contri
bution rate of one-fourth of 1 percent, a corresponding change in the 
rate for the self-employed, and an advance in the year when the ulti
mate rates would be effective-from 1969 to 1968). As a result, the 
actuarial balance of the program remained unchanged.

Subsequent to 1961, the cost estimates were further reexamined 
in the light of developing experience. The earnings assumption was 
changed to reflect the 1963 level, and the interest-rate assumption
used was modified upward to reflect recent experience. At the same 
time, the retirement-rate assumptions were increased somewhat to 
reflect the experience in respect to this factor. The further develop
ing disability experience indicated that costs for this portion of the 
program aere sinotfbicngl higher than previously estimated (because
hdbeneisaenorigeinall terminated by death or recovery as rapidly as

hadbeeorginllyassumed). Accordingly, the actuarial balance of 
the disability insurance program was shown to be in an unsatisfactory
position, and this has been recognized by the Board of Trustees, who 
recomm ended that the allocation to this trust fund should be increased 
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(while, at the same time, correspondingly decreasing the allocation to 
the old-age and survivors insurance trust fund, which under present
law is estimated to be in satisfactory actuarial balance even after such 
a reallocation). 
(e) Intermediate-costestimates 

(1) Purposes of intermediate-costestimates 
The long-range intermediate-cost estimates are developed from the 

low- and high-cost estimates by averaging them (using the dollar esti
mates and developing therefrom the corresponding estimates relative 
to payroll). The intermediate-cost estimate does not represent the 
most probable estimate, since it is impossible to develop any such 
figures. Rather, it has been set down as a convenient and readily 
available single set of figures to use for comparative purposes.

The Congress, in enacting the 1950 act and subsequent legislation, 
was of the belief that the old-age, survivors, and disability insurance 

prgam should be on a completely self-supporting basis and actuari
ally sound. Therefore, a single estimate is necessary in the develop
ment of a tax schedule intended to make the system self-supporting. 
Any specific schedule will necessarily be somewhat different from 
what will actually be required to obtain exact balance between con
tributions and benefits. This procedure, however, does make the 
intention specific, even though in actual practice future changes in 
the tax schedule might be necessary. Likewise, exact balance cannot 
be obtained from a specific set of integral or rounded tax rates increas
ing in orderly intervals, but rather this principle of self-support should 
be aimed at as closely as possible. 

(2) Interest rate used in cost estimates 
The interest rate used for computing the level-costs for your com

mittee's bill is 33Y2 percent for the intermediate-cost estimate. This 
is somewhat above the average yield of the investments of the trust 
funds at the end of 1964 (about 3.13 percent), but is below the rate 
currently being obtained for new investments (about 4Y/8 percent). 

(3) Actuarialbalance of OASDI system 
Table E has shown that according to the latest cost estimates made 

for the 1961 act there is an almost exact actuarial balance for the 
combined old-age, survivors, and disability insurance system, but that 
there is a deficit of 0.13 percent of taxable payroll for the disability 
insurance portion, and a favorable balance of 0.14 percent of taxable 
payroll for the old-age and survivors insurance portion.

Under your committee's bill, the benefit changes proposed would 
be approximately financed by the increases in the contribution rates 
and the earnings base. 

Table F traces through the change in the actuarial balance of the 
system from its situation under the 1961 act, according to the latest 
estimate, to that under your committee's bill, by type of major
changes involved. 
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TAB3LE F.-Changesin actuarialbalance of old-age, survivors,and disability insurance 
system, expressed in terms of estimated level-cost as percentage of taxable payroll, 
by type of change, intermediate-cost estimate, present law and committee bill, 
based on 8.50 percent interest Pret 

Old-age and Disability Total 
item survivors Insurance system

insurance 

Actuarial balance of present system --------------------------- -0.14 -0.13 40.01 
Earnings base increase from $4,800 to $5,600-46,600 ---------------- 1.48 +. 04 +. 52 
Revised contribution schedule ------------------------------- -. 03 +.25 +.22 
Extensions of coverage-----------------------------+0------------------- +.030 
7-percent bene~t increase I----------------------------------- -. 59 -. o -. 64 
Earnings test liberalization ---------------------------------- -. 04-.---------------- -. 04 
Child's benefitsto age 22 if n school -------------------------- -. 10' -. 02 -. 12 
Reduced widow's benefits at age60 2------------- -----
Disability definition revision'----------------------- --- ------------0 -0 
Tlranstional insured status for certain perons aged 72 andoier 01--------------- --- 01-.

Total effect of changes in bill --------------------------- -. 26 +.17 -. 09 

Actuarial balance under bill --------------------------------- -. 12 +.04 -0 

IIncludes also the effect of the minimum increase of $4 in the primary insurance amount. The 7-percent
Increase does not apply beyond the first $400 of average monthly wage; the same benefit factor underlying 
present law for average monthly wages in excess of $110 applies for that portion of the average monthly wage 
above $400. 

2'Includes also the cost of the provisions for paying benefits to certain divorced women. 
I Includes the provision for permitting the payment of disability benefits after the individual has first 

become entitled to some other bneft 

The changes made by your committee's bill would reasonably 
maintain the actuarial position of the old-age, survivors, and disability
insurance system. The estimated favorable actuarial balance of 0.01 
percent of taxable payroll for the present system would be slightly
changed-to a lack of balance of 0.08 percent, which is below the 
established limit within which the system is considered substantially 
in actuarial balance. 

It should be emphasized that in 1950 and in subsequent amend
ments, the Congress did not recommend that the system be financed 
by a high level tax rate in the future, but rather recommended an 
increasing schedule, which, of necessity, ultimately rises higher than 
such a level rate. Nonetheless, this graded tax schedule will produce 
a considerable excess of income over outgo for many years so that a 
sizable trust fund will develop, although not as large as would arise 
under an equivalent level tax rate. This fund will be invested in 
Government securities (just as is also the case for the trust funds of 
the civil service retirement, railroad retirement, national service 
life insurance, and U.S. Government life insurance systems). The 
resulting interest income will help to bear part of the higher benefit 
costs of the future. 

(4) Levd-cost8 of benefit8, by type 
The level-cost of the old-age and survivors insurance benefits 

(without considering administrative expenses and the effect of interest 
earning on the existing trust fund) under the 1961 act, according to 
the latest intermediate-tost estimate, is about 8.51 percent of taxable 
payroll on the 75-year basis and the corresponding figure for the 
program as it would be modified by your committee's bill is 8.78 
percent. The corresponding figures for the disability benefits are 0.62 
percent for the 1961 act and 0.70 percent for your committee's bill. 
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Table G presents the benefit costs for the old-age, survivors, and 
disability insurance system as it would be after enactment of your 
committee's bill, separately for each of the various types of benefits. 

TABLE, G.-Ectimated level-cost of benefit payments, administrative expenses, and 
interest earnings on existing trust fund under the old-age, 8urvwvor8, and disability 
insurance system, after enactment of committee bill, as percentageof taxable payroll,' 
by type of benefit, intermediate-cost estimate at 3.50 percent interest 

[Percent] 

Item 
Old-age and 

survivors 
Disability
insurance 

Insurance 

Primsry benefits -------------------------------------------------------- 6.20 0.57 
Wife's benefits ----------------------------------------------------------- .50 .04 
Widow's benefits -------------------------------------------------------- 1.10 (2)
Parent'sbenefits--------------------------------------------------------- .01 (3)
Chlld's benefits---------------------------------------------------------- .67 .09 
Mother's benefits--------------------------------------------------------- .15 (2)
Lump-surn death payments ----------------------------------------------- .11 (2) 

Total benefits------------------------------------------------------ S. 74 .70 
Administrative expenses-------------------------------------------------- .13 .03 
Railroad retirement financial interchange ----------------------------------- .04 .00 
Intereston existing truqtfund I-------------------------------------------- -. 18 .02 

Net total level-cost ------------------------------------------------- 8.73 .71 

1Including adjustment to reflect the lower contribution rate for the self-employed as compared with the 
combined employer-employee rate. 

2This type of benefit Is not payable under this porm
' This item includes reimbursement for additional caeos-t credit for military serviceof noncontributory

and is taken as an offset to the benefit and administrative expense costs. 

The level contribution rate equivalent to the graded schedules in 
the law may be computed in the same manner as level costs of benefits. 
These are shown in table E, as are also- figures for the net actuarial 
balances. 

(5) OASI income and outgo in nearfuture 
Under your committee's bill, old-age and survivors insurance benefit 

disbursements for the calendar year 1965 will be increased by about 
$1.3 billion, since the effective dates for the benefit changes are 
January 1965 for the 7-percent benefit increase and child's benefits to 
age 22 while in school, and the second month after the month of 
enactment for most of the other changes. There will, of course, be no 
additional income during 1965, since the allocation rate increase and 
the change in the earnings base are effective on January 1, 1966. 

In calendar year 1965, benefit disbursements under the old-age and 
survivors insurance system as modified by your committee's bill will 
total about $17.0 billion. At the same time, contribution income 
for old-age and survivors insurance in 1965 will amount to about 
$16.0 billion under your committee's bill, the same as under present
law. Thus, benefit outgo under your committee's bill will exceed 
contribution income by about $1.0 billion, whereas under present
law, contribution income is estimated to exceed benefit outgo by about 
$370 million. The size of the old-age and survivors insurance trust 
fund under your committee's bill will, on the basis of this estimate, 
d6crease by about $1.2 billion in 1965 (interest receipts are somewhat 
less than the outgo for administrative expese nd or transfers to 
the railroad retirement account); under present law, it is estimated 
that this trust fund would increase by about $250 million as between 
the beginning and the end of 1965. 
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In 1966, benefit disbursements under the old-age and survivors 
insurance system as it would be modified by your committee's bill will 
be about $18.3 billion, or an increase of about $1.8 billion over present
law. Contribution income for old-age and survivors insurance under 
your commiittee's bill for 1966 will be $18.5 billion, or about the same 
as present law. Accordingly, in 1966, there will be an excess of 
contribution income over benefit outgo of about $200 million under 

our committee's bill. There will be an excess of contributions over 
enefit outgo of about $500 million in 1967 and about $400 million 

in 1968. 
Under the system as modified by your committee's bill, accordmin 

to this estimate, the old-age and survivors insurance trust fund wrn 
be about the same size at the end of 1966 as at the beginning of the 
year. It will then increase by about $240 million in 1967 and $140 
million in 1968, reaching $18.3 billion at the end of 1968. In the 
next 2 years, as a result of the scheduled increase in the contribu-. 
tion rate in 1969, the trust fund will increase by about $2 billion 
each year. 

(6) DI irncome and outgo in nearfuture 
Under the disability insurance system, as it would be affected by 

your committee's bill in calendar year 1965, benefit disbursements 
will total about $1,620 million, and there will be an excess of benefit 
disbursements over contribution income of about $440 million. In 
1966 and the years immediately followin , contribution income will 
be well in excess of benefit outgo (as a resul of the increased allocation 
to this trust fund, and the increased taxable earnings base, as pro
vided by your committee's bill).

The disability insurance trust fund is estimated to decrease by about 
$490 million in 1965 under your committee's bill, as compared with a 
corresponding decrease of about $330 million under present law; the 
greater decrease results primarily from the retroactive 7-percent benefit 
inacrease. The trust fund at the end of 1966 will be abtout the same 
size as at the beginning of the year, but after 1966 it will increase in 
every year. 

(7) Increases in benefit disbursements in 1966, by cause 
The total benefit disbursements of the old-age, survivors, and disa

bility insurance system would be increased by about $2.1 billion in 
1966 as a result of the changes that your committee's bill would make. 
Of this amount, about $1.4 billion results from the 7-percent benefit 
increase, $195 million from the benefit payments to children aged
18-21 who are in full-time school attendance, $165 million from the 
benefit payments to widows aged 60-61, $140 million from the liberal
ization of the insured-status provisions for certain persons aged 72 
and over, $105 million from the liberalization of the definition of disa
bility, and $65 million from the liberalization of the earnings test 
(the corresponding figure for this-change for subsequent years will be 
about twice as large). 

(8) Long-range operatious of OASI trustfund 
Table H gives the estimated operation of the old-age and survivors 

insurance trust fund under the program as it would be changed by 
your committee's bill for the long-range future, based on the inter
mediate-cost estimate. It will, of course, be recognized that the 
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figures for the next two or three decades are the most reliable (under
the assumption of level-earnings trends in the future) since the popu
lations concerned-both covered workers and beneficiaries-are al
ready born. As the estimates proceed further into the future, there 
is, of course, much more uncertainty-if for no reason other than the 
relative difficulty 'in ]predicting future birth trends-but it is desirable 
and necessary nonetheless to consider these long-range possibilities 
under a social insurance program that is intended to operate in 
perpetuity. 
TABLE H.-Progress of old-age and survivors insurance trust fund under system as 

modified by committee biUl, intermediate-cost estimate at 8.50 percent interest 

[in millionsJ 

Railroad 
Adminis- retire- Balance in 

Calendar year Contrtbu- Benefit trativo ment Interest on fund at 
tions payments expenses financial fund'I and of 

inter- year'a 

Actual data 

1951---------------------------- $3,8367 $1,885 $81---------------- $417 $15,540 
1952---------------------------- 3,819 2,194 88---------------- 365 17,442 
1953---------------------------- 38,945 3,006 85 ------ 414 18,707 
1954---------------------------- 5.163 3,670 92 -$21 447 20, 576 
1955---------------------------- 5,713 4,968i 119 -7 454 21,668 
1956---------------------------- 6,172 5,715 152 -5 528 22,519 
1957 ---------------------- ------ 6,825 7,8B47 4162 -2 556 22,888 
195---------------------------- 7,566 8,327 4194 124 552 21,864 
1959---------------------------- 68,052 9,842 184 282 552 20,141 
1960---------------------------- 10,866 10,677 203 318 516 20,324 
1961---------------------------- 11,285 11, 862 239 332 548 19.725 
1962---------------------------- 12,059 13,356 256 361 526 18,337 
1963 ----------- ----------------- 14541 14,217 281 423 521 18,480 
1964 -------------- 15,689 14,914 296 403 569 19,125 

Estimated data (short-range cetimate) 

1965------------------------- $16,014 $16,967 $350 $399 $565 $17,968 
1966 ------------------------- 18,472 18,250 375 411 546 17,950
1967 ------------------------- 19,714 19,180 361 497 567 18,195 
1968 ------------------------- 20,325 19,943 367 466 592 18,334 
1969 ------------------------- 322,920 20,785 375 475 642 2D, 281 
1970 ------------------------- 24,011 21,634 383 452 740 22,543 
1971 ------------------------- 25,936 32,548 391 428 866 25,980 
1972 ------------------------- 27,186 28,392 399 408 1,026 29,993 

Estimated data (long-range estimate) 

1975------------------------ $128,399 $24,440 $390 $307 $1,105 $36,829 
1980 ------------------------- 30,659 28,362 431 129 1,770 56,137 
1990 ------------------------- ,090 36,105 510 -24 2,519 77,348 
2000 ------------- El71 40,407 559 -78 3,039 93,807 
2025 ------------------------- 50,507 61,411 769 -107 3,771 111,872 

I An interest rate of 3.80 percent is used in determining the level-costs, but in developing Lthe progress of 
the trust fund a varying rate In the early years has been used, which is equivalent to such Oed rate. 

A negative figure indicates payment to the trust fund from the railroad retirement account, and a posi
tive figure indicates the reverse. 

3'Not including amounts in the railroad retirement account to the credit of the old-age and survivors 
insurance trust fund. In millions of dollars, these amounted to $377 for 1953, $284 for 1954, $163 for 1955, $80 
for 1958, and nothing for 1957 and thereafter. 

4'These figures are artificially high because of the method of reimbursements between this trust fund and 
the disability insurance trust fund (and, likewise, the figure for 1959 is too low). 

NOTE.-Contributions include reimbursement for additional cost of noncontrihutory credit for military 
service. 

In every year after 1965 for the next 20 years, contribution income 
under the system as it would be modified by your committee's bill is 
estimated to exceed old-age and survivors insurance benefit disburse

45-899 0-65---9 
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ments. Even after the benefit-outgo curve rises ahead of the con
tribution-income curve, the trust fund will nonetheless continue to 
increase because of the effect of interest earnings (which more than 
meet the administrative expense disbursements and any financial 
interchanges with the railroad retirement program). As a result, this 
trust fund is estimated to grow steadily under the long-range cost 
estimate (with a level-earnings assumption), reaching $36 bilion in 
1975, $56 billion in 1980, and over $90 billion at the end of this 
century. In the very far distant future, namely, in about the year 
2015, the trust fund is estimated to reach a mani~ium of about $150 
billion. 

(9) Long-range operations of DI trust fund 
The disability insurance trust fund, under the program as it would 

be changed by your committee's bill, grows slowly but steadily after 
1966, according to the intermediate long-range cost estimate, as shown 
by table I. In 1975, it is shown as being $3.5 billion, while in 1990, 
the corresponding figure is $9.3 billion. There is a small excess of 
contribution income over benefit disbursements for every year after 
1965. 
TABLE I.-Progressof disability insurance trust fund under system as modified by 

committee bill, intermediate-costestimate at 3.60 percent interest 

(In millions) 

Railroad Balance 
Contribu- Benefit Adminis- retirement interest in fund 

Calendar year tions payments trative financial on fund I at end of 
expenses inter- year 

change 

Actual data 

1057--------------------------- $702 $57 '$3 ------ $7 $649 
1958 -------------------------- 966 249 ' 12 ------ 25 1,379 
1959--------------------------- 891 457 50 -$22 40 1,825 
1960 -------------------------- 1,010 568 36 -5 53 2,289 
1961 -------------------------- 1,056 887 64 5 66 2,437 
1962 -------------------------- 1,040 1,105 66 11 68 2,368 
1963 -------------------------- 1, 099 1,210 68 20 66 2,235 
1964-------------------------- 1,164 1,309 79 19 68 2,047 

Estimated data (abort-range estimate) 

1965-------------------------- $1,167 $1,624 $85 $20 $50 $1,555 
1966 -------------------------- 1,640 1,784 110 20 46 1,527 
1967 -------------------------- 2,044 1,880 119 20 46 1, 598 
1968 -------------------------- 2,109 1,959 124 15 47 1,656 
1969 -------------------------- 2,177 2,017 128 15 50 1,723 
1970-------------------------- 2,240 2,969 132 15 53 1,806 
1971 -------------------------- 2,426 2,126 135 15 58 2,014 
1972 -------------------------- 2,643 2,174 139 15 67 2,296 

Estimated data (long-range estimate) 

1975-------------------------- $2,412 $2, 1406 $195 -$3 $109 $3,602 
1980 -------------------------- 2,60 2,4 196 -11 159 5,014
1990-------------------------- 2,98 2,880 107 -14 300 9,270 
2000 -------------------------- 3,456 3,096 120 -14 641 16,442 
2025 -------------------------- 4,289 4,230 156 -14 1,237 30,958 

IAn interest rate of 3.50 percent is used in determining the level-coats, but in developing the progress
of the trust fund a varying rate in the eaily years has been used, which is equivalent to such fixed late. 

'i2Anegative figure indicates payment to the trust fund from the railroad retirement account, and a posi
tve figure indicates the leverse. 

aThese figures are artifically low because of the method of reimbursements between the trust fund and 
the old-age and survivors insurance trust fund (and, likewise, the figure for 1959 is too high). 

NOTzc.-Contributions include reimbursement for additional coat of noncontributory credit for military
service. 
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(j)Cot estimate on range basis 
(1) Long-range operations of trustfunds 

Table J shows the estimated operation of the old-age and survivors 
insurance trust fund under the program as it would be changed by 
your committee's bill for low- and high-cost estimates, while table 
K gives corresponding figures for the disability insurance trust fund. 

Under the low-cost estimate, the old-age and survivors insurance 
trust fund builds up quite rapidly and in the year 2000 is shown as 
being about $260 billion and is then growing at a rate of about $16 
billion a year. i~kewise, the disability insurance trust fund grows
steadily under the low-cost estimate, reaching about $9 billion in 
1980 and $38 billion in the year 2000, at which time its annual rate 
of growth is about $2 billion. For both trust funds, under these 
estimates, benefit disbursements do not exceed contribution income 
in any year after 1965 for the foreseeable future. 

TABLE J.-.Estimated progress of old-age and survivor insurance trust fund under 
system as modified by committee bill, low- and high-cost estimates 

[In millionsl 

Railroad Balance in 
Contribu- Benefit Adminis- retirement Interest on fund at 

Calendar year tions payments trative financial fund'2 end of 
expenses inter- year

changeI 

Low-cost estimate 

1975 -------- $29,035-$23,966-$-8 $287 $1,513 $48,828 
1980 ------------------------- 31621 27,838 398 104 2,625 77,292
1990--------------------------3$7,422 34,376 469 -54 5,101 145,892
2000-------------------------- 44,618 37,871 515 -113 9,178 260,877 

High-cost estimate 

1975 ------------------------- $27,789 $24,915 $418 $327 $780 $27,126
1980 ------------------------- 29,691 29,186 404 154 1,06 35,9321990--------------------------3,8 37,834 550 6 3 639 2,0 
2000-------------------------- 36,780 42,943 603 -43 (3) (3) 

'ilA neaive fgrIndicates ayment to the trust fund from the railroad retirement account, and a Dcii 
tve fgrIniaethe revere


2At interest rates of 3.75 percent for the low-cost estimate and 3.25 percent for the high-cost estimate.

Fund exhausted in 1993.


No'rx.-Contributions include reimbursement for additional cost of nonoontributory credit for military
service. 
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TABLE K.-Estimat~ed progress of disability insurance trust fund under system as 
modified by committee bill, low- and high-cost estimates 

[In millions] 

Railroad Balance In 
Contribu- Benefit Adminis- retirement Interest fund at 

Calendar year tions payments trative financial onfund' end of 
expenses inter- year

change' 

Low-cost estimate 

1975------------------------ $243 $,0 $94 -$6 $195 $5,765
1980------------------------ 2,68W 2,174 95 -156 314 9,124
1990----------------------- 3,177 2,428 94 -19 689 19,851
2000------------------------ 3,788 2,899 103 -19 1,337 37,684 

High-cost estimate 

1975------------------------ $2,361 $2,291 $112 ------------ $37 $1,294
1980------------------------ 2,52 2,517 117 -$7- 28 1,054
1990------------------------ 2,782 2,8&32 120) -91 (S) (1)
2000------------------------ 3,124 3,293 137 -9 (3) (3) 

I'A negative figure indicates payment to the trustfund fromnthe railroad retirement account, and a positive
figure indicates the reverse. 

'At interest rates of 3.75 percent for the low-cost estimate and 3.25 percent for the high-cost estimate.
Fund exhausted in 1988. 

NOTE.-Contributions include reimbursement for additional cost of noncontrihutory credit for military
service. 

On the other hand, under the high-cost estimate the old-age and 
survivors insurance trust fund budids u~p to a maximum of about 
$36 billion in about 15 years, but decreases thereafter until it is ex
hausted shortly before the year 2000. Under this estimate, benefit 
disbursements from the old-age and survivors insurance trust fund are 
lower than contribution income during all years after 1965 and before 
1981. 

As to the disability insurance trust fund, under the high-cost
estimate, in the early years of operation the contribution income is 
about the same as the benefit outgo. Accordingly, the disability
insurance trust fund, as shown by this estimate, will be about $1.5 
billion durngj the first few years after 1965 and will then slowly
decrease u tit is exhausted in 1988. 

The foregoing results are consistent and reasonable, since the system 
on an intermediate-cost-estimate basis is intended to be approximately
self-supporting as indicated previously. Accordingly, a low-cost 
estimate should show that the system is more than self-supporting,
whereas a high-cost estimate should show that a deficiency would arise 
later on. lIn actual practice, under the philosophy in the 1950 and 
subsequent acts, as set forth in the committee reports theref or, 
the tax schedule would be adjusted in future years so that none of the 
developments of the trust funds shown in tables J and K would ever 
eventuate. Thus, if experience followed the low-cost estimate, and if 
the benefit provisions were not changed, the contribution rates would 
probably be adjusted downward-or perhaps would not be increased 
in future -years according to schedule. On the other hand, if the 
experience followed the high-cost estimate, the contribution rates 
would have to be raised above those scheduled. At any rate, the 
high-cost estimate does indicate that, under the tax schedule adopted,
there will be ample funds to meet benefit disbursements for several 
decades, even under relatively high-cost experience. 
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(0) Benefit c08t8 in. futuwre yearerelativeto taxable payroll 
Table L shows the estimated costs of the old-age and survivors 

insurance benefits and of the disability insurance benefits under the 
program as it would be changed by your committee's bill as a per
centage of taxable payroll for various future years, through the year
2040, and also the revel-costs of the two programs for the Low-, high-,
and intermediate-cost estimates (as was previously shown in tables B 
and G for the-intermediate-cost estimate). 

TABLE, L.-Estimated coat of benefits of old-age, survwvors, and disability insurance 
system as percent of tazable payroll,' under system as modified by committee bill 

[in percent] 

Low-cost Hligh-cost intermedt-
Calendar yea estimate estimate ate-cost esti-

Mate'2 

Old-age and survivors insurance benefits 

1975------------------------------------------------------- 7.53 7*95 7*64 
1980 ------------------------------------------------------- 7.72 8.70 8.20 
1990 ------------------------------------------------------ 8.14 10.24 9.12 
2000 ------------------------------------------------------- 7.52 10.35 8.80 
2025------------------------------------------------------- 8.65 18.78 10.76 
2040 ----------- ---------- -------------------------- 9.81 14.81 11.78 
Level-cost'------------------------------------ 7.64 10.18 &78 

Disability insurance benefits 

1975 ------------------------------------------------------ 0.61 0.78 0.67 
1980------------------------------------------------------- .61 .75 .688 
1990 -------------------------------------- .57 .77 .60 
2000------------------------------------------------------- .567 .79 .67 
2025------------------------------------------------------- .63 .86 .74 
2040------------------------------. 70 .91 .78 
Level-cost'-----------------------.64 .82 .71 

'Taking into account the lower contribution rate for the self-employed, as compared with the combined 
employer-employee rate. 

2Based on the averages of the dollar contributions and dollar costs under the low-cost and high-cost 

'Level contribution rate, at an interest rate of 3.25 percent for high-cost, 3.50 percent for intermediate
csand 8.75 percent for low-cost, for benefits after 1964, taking into account interest on the trust fund on 

Dcmber 31, 1964, future administrative expenses, the railroad retirment financial interchange provisions,
the reimbursement of millitry-wage-credits cost, and the lower contribution rates payable by the self-
employed. 

Your committee believes that it would be desirable to amortize the 
amounts owing over a,period longer than the 10-year period provided 
under present law. The bill would authorize a level annual appro
priation from general revenues to the trust funds, starting in fiscal 
year 1966, that would amortize both the accumulated backlog and 
the additional amounts that will accrue throuj~h fiscal year 2015. After 
2015, annual appropriations would be authorized to pay any additional 
costs. 

E. GENERAL DISCUSSION OF PUBLIC ASSISTANCE AMENDMENTS 

1. INCREASED FEDERAL PAYMENTS -UNDER P10BLIC ASSISTANCE TITLES 

Your committee's bill provides for an increase in the payments to 
public assistance recipients, effective January 1, 1966. The formula 
determining thue Federal share of assistance payments is liberalized by
increasing the Federal proportion of the payments in the first step 
of the formula and by raising the ceiling on Federal sharing in the 
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second step of the formula. For the adult categories-OAA, APTI),
AB, and for the combined program for the aged, blind, and disabled-
the formula is changed from twenty-nine thirty-fifths of the first $35 
of the average assistance payment to thirty-one thirty-sevenths of 
the first $37 of the average assistance payment. The ceiling is raised 
on the average payments from $70 a month to $75 a month. The 
provisions in the formula under titles I and XVI adding $15 to the 
ceiling for vendor medical car payments in which there can be Fed
eral participation and otherwise recognizing medical payments are not 
affected by this formula change, except that the steps of the statutory
formula are rearranged to improve their equitable application.

For the program of AFDC, the formula change made'nyour comi
mittee's bill would be from fourteen-seventeenths of the first $17 of 
the average payment per recipient to five-sixths of the first $18 of the 
average assistance payment. The ceiling is raised from $30 a month 
to $32 a month. Uner your committee's bill, there would be an 
increase in Federal payments averaging about $2.50 a month for the 
needy recipients in the adult assistance categories and an increase of 
about $1.25 a month for the needy children and the adults caring for 
them. The level of aid provided the needy justifies this modest 
increase. 

2. REMOVAL OF LIMITATIONS ON FEDERAL PARTICIPATION IN ASSISTANCE 
TO AGED INDIVIDUALS WITH TUBERCULOSIS OR MENTAL DISEASES 

Since the enactment of the Social Security Act, patients 'in public
mental and tuberculosis hospitals have'not been eligible under the 
public assistance titles of the Social Security Act, and only prior to 
1951 were individuals eligible who were patients in private mental 
and tuberculosis hospitals. The reason for this exclusion was that 
long-term care in such hospitals had generally been accepted as a 
responsibility of the States. In the opinion of your committee, con
temporary developments in the treatment of mental disorders and 
tuberculosis justify a new approach tthe problem of the care of the 
aged who have these diseases. A partial recognition of this change
in the treatment of the mentally ill and the tuberculous was made in 
1960, when this committee recommended and the Congress acted to per
mit Federal participation in the cost of medical payments for aged per
sons diagnosed as psychotic or tubercular when they are in general
medical hospitals because of such diagnosis, for up to 42 days. Al
though this amendment has proved useful, your committee believes 
a more fundmental change in the Federal law is needed if new treat
ment methods are to be more widely used in the Nation. 

There have been many encouraging developments in the care and 
treatment of the mentally ill and the tuberculous. Most significantly 
progress is being made in the provision of short-term therapy in the 
patient's own home, in special sections of general hospitals, in special
ized mental hospitals, and in community mental health centers. This 
latter type of facility is being particularly encouraged by Federal 
help under the Community Mental Health Centers Act of 1963. 

With the progress in development of short-term therapy for the 
mentally HIl and the tuberculous, your committee believes that the dis
tinction hitherto maintained in the public assistance titles of the So
cial Security Act-between the aged who are ill with a diagnosis of 
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psychosis or tuberculosis and the aged with other diagnosed illnesses 
is no longer necessary or desirable. Your committee is convinced 
that the entire mental health program of the States can be advanced 
and the care of the mentally ill aged can be materially improved by
the elimination of the distinction in the Federal law between disease 
classifications. Thus, under the provisions of your committee bill,
Federal financial participation would become available effective Jan
uary 1, 1966, in assistance (money payments, if appropriate, or pay
ment for medical care) for aged persons otherwise eligible under 
State plans for OAA, MAA, or under the combined programs for the 
aged, blind or disabled who: (1) are patients in hospitals for mental 
diseases or for tuberculosis or (2) are patients in general hospitals
without regard to the length of their stay, who are there because 
of a diagnosis of psychosis or tuberculosis. Federal financial partici
pation would also become available for assistance under titles X, 
XIV, and XVI of the Social Security Act for blind or disabled per
sons of any age who are in a general hospital with a diagnosis of phy
chosis or tuberculosis. 

Since the provisions of the bill are designed to improve the care pro
vided by States and to assure that Federal participation is used for 
such improvement, it is not intended that the availability of care for 
the mentally ill or tubercular under other State or local programs
be considered a resource in determining the eligibility of patients for 
public assistance with Federal participation in the payments made. 

Your committee is concerned that certain safeguards and standards 
are maintained. These safeguards are to be included in the plans of 
States which wish to take advantage of these provisions for the provi
sion of assistance to or in behalf of patients in mental or tuberculosis 
hospitals. Your committee believes that the closest col
laboration in the planning and execution of the plans will be needed 
by the State welfare agencies and the State agencies responsible for 
the programs for the mentally ill and the tuberculous. Your com
mittee's bill is intended to broaden the resources available to the com
munity (including the public welfare agencies) in planning for the 
needy aged who have these diseases. For this reason, your committee 
has included in its bill a provision for a joint agreement or other ar
rangement betweei1 the units of State or (where appropriate) local 
governments, and where appropriate with institutions for mental 
diseases or tuberculosis. This agreement is not only intended to set 
forth the way of work between the agencies administering welfare 
and health programs, but also to set forth alternative methods of 
care, particularly for the aged who are mentally ill. Institutional 
treatment and care in the individual's own home are only two of the 
possible ways of caring for the aged who have mental problems. It is 
expected that the joint agreements will include plans for the use of 
other methods of care, such as nursing homes, short-term care in gen
eral hospitals, foster family care, and others. This legislation, it is 
anticipated, will give further encouragement to the trend in the States 
for discharging from mental hospitals to the community the aged who 
are considered able to care for themselves, under some form of pro
tective arrangements. Your committee is aware that not always does 
a discharge plan work out to the best advantage of the patient, and 
thus your committee's bill provides that the agreement must make pro
vision for the prompt readmittance to the institution where needed for 
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the aged person who had been placed under alternate plans of care.
Inasmuch as the public welfare agency will be responsible for the de
termination of eligibility under the State plan for all applicants for
assistance in the hospital, it is important that representatives of the 
agency have free access to the patient in the hospital. It is equally im
portant that the hospital give to the public welfare agency the infor
mation it needs to administer its part of the program including the 
provision of assistance and the related social services. Under your.
committee bill, the agreement must include these arrangements.

A second safeguard, under your committee's bill, is a provision that 
the State plan include a provision for an individual plan for each 
patient in the hospital to assure that the care provided to him is in

his best interests and that there will be initial and periodic review of
his medical and other needs. Your committee is particularly con
cerned that the patient receive care and treatment designed to meet his
particular needs. Thus, under your committee bill, the State plan
would also need to assure that the medical care needed by the patient
will be provided him and that other needs considered ,essential will 
be met and that there will be periodic redetermination of the need for
the individual to be in the hospital.

Your committee bill provides for the development in the State of 
alternative methods of care and requires that the maximum use be
made of the existing resources in the community which offer ways of
caring for the mentally ill who are not in hospitals. This is intended 
to include provision for persons who no longer need care in hospitals
and who can, with financial help and social services to the extent 
needed, make their way in the community. Under the 1962 public wel
fare amendments, State public welfare agencies are encouraged to pro
vide social services for the aged and additional Federal financing is
available to assist in the cost. Under your committee bill, these social 
services would be made available, as appropriate, for the aged who are
in the hospitals or who would otherwise need care in an institution. 

Your committee believes that responsibility for the treatment of 
persons in mental hospitals-whether or not they be assistance recipi
ents-is that of the mental health agency of the State. Social services 

nede 
siblitca becariedby helocal welfare agency with Federal finan
cialhel. ptiet leaves the mental hospital to receive one 

maye formemersof the patirent's family, and this respon-

Wen te 
of te alerntivemethds f care, followup, social services are usually

essential if the discharge plan is to be successful. Such services can be 
given by the public welfare agency or (if provided in the agreement
between the two agencies referred to earlier) could be given by the
staff of the hospital. Social services to the aged who have mental 
health problems, your committee believes, are important as a means of 
preventing further deterioration and avoiding or delaying admittance 
or readmittance to the institution.I 

Your committee recognizes that the administration- of these pro
visions will place new responsibilities upon the welfare agencies and
if these responsibilities are to be carried out effectively, appropriate
planning and execution will be required. Thus your committee's bill 
provides authority for the Secretary to establish necessary methods of
administration for the States in carrying out these provisions.

Under the bill, the Federal Governmient will be participating in
the costs of care given to the needy aged in certain institutions. In 
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order to assure that the rates for the care of recipients who are patients 
in such institutions are reasonable, the bill provides that the State must 
have suitable methods for the determination of the cost. Your com
mittee expects that this determination will be made without imposing 
burdensome fiscal methods on the States. 

Your committee believes it is important that States move ahead 
promptly to develop comprehensive mental health plans as contem
plated in the Community Mental Health Centers Act of 1963. In order 
to make certain that the planning required by your committee's bill 
will become a part of the overall State mental health planning under 
the Community Mental Health Centers Act of 1963, your committee's 
bill makes the approvability of a State's plan for assistance for in
dividuals in mental and tuberculosis hospitals dependent upon a show
ing of satisfactory progress toward developn and implementing a 
comprehensive mental health progrmi-incldigutilization of com
munity mental health centers, nursing homes, adother alternative 
forms of care. 

Your committee wishes to insure that the additional Federal funds 
to be made available to the States under the provisions of the bill will 
assist the overall improvement of mental health services in the State. 
State and local funds now being used for institutional care of the aged
will be released as a result of the bill, but there is great need for in
creased professional services in hospitals and for development of alter
nate methods of care outside the hospitals. To accomplish this, States 
may have to reallocate their expenditures for mental health to promote 
new methods of treatment and care. Your committee bill provides 
that the States will receive additional Federal funds only to the extent 
that a showing is made to the satisfaction of the Secretary that total 
expenditures of the States or its political subdivisions from their own 
funds for mental health services are increased. Such expenditures 
may be financed under -Stateor local public health or public welfare 
programs. Expenditures will be measured against a base period -and 
will include comparable items of expenditure for mental health pro-
g&rams by State and local public health and welfare agencies, including
expenditures for payments to or in behalf of public assistance recipi
ents with mental health problems and expenditures for services and 
other administrative items under health and welfare programs. 

3. PROTFECTIVE PAYMENTS 

Your committee has been concerned about the problems of our aged
citizens who have marginal capacity to handle their own affairs. 
Old-age assistance recipients are among those with the most serious 
problems, both because. of their advanced age (average age is 76) 
and because they have so little resources' that the usual guardian
ship services under State law may not be available. States may now, 
with Federal participation, use guardians as payees for public assist
ance payments, or under section 1111 of the Social Security Act, en
acted in 1958, may use a special legal representative as the payee.
Your committee has been advised that these arrangements still do not 
offer enough flexibility to meet all the needs that arise and thus, the 
bill contains additional provisions. 

Under your committee's bill, States with Federal financial partici
pation may make a protective payment to a third party, someone with 
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ian interest or concern for the individual recipient. This provision is 
similar to the protective payment provision included in the AFDC 
program as one part of the 1962 Public Welfare Amendments. It 
would be effective January 1, 1966, and would be, applicable to recipi
ents of money payments under title I or title XVI. 

Your committee is aware of the serious nature of a decision not to 
gie a needy person the money which he would ordinarily receive 

directly, but instead to pay it. in his behalf to a third party. Your 
committee's bill, therefore, has several safeguards to protect the 
individual's rights. For Federal sharing to be claimed in such pay
ments, the State plan, under the bill, would have to show that a deter
mination will be made that such individual has, by reason of his phys
ical or mental condition, such inability to manage his own money
that making payments directly to him would not be in his best in
terests. Furthermore, States would be able to make payments with 
Federal sharing only when the payments meet all the need, as deter
mined under the State- plan, of the individual. This safeguard was 
included by your committee because some States do not meet need 
according to their own standards and thus it is possible that the diffi
culty ascribed to the individual in handling his money may be due to 
the inadequate assistance he is receiving.

The State plan would have to show, in addition, that the State is 
undertaking-and continuing efforts to protect the welfare of the in
dividual and to the extent possible, improve his capacity for self-care 
and to handle his money. To avoid the possibility of protective pay
ment arrangements contiinuing beyond the periodl necessary, the bill 
provides, further, that the State agency will need to make periodic
reviews to determine whether conditions justify the continuation of 
the arrangement and if they do not, for direct payments to be resumed, 
or if the conditions warrant, for the judicial appointment of a guardian 
or a legal representative as authorized by section 1111 of the Social 
Security Act. The bill also provides specifically that the State agency
must offer to the individual affected, if he is dissatisfied, an oppor
tuni-ty for a fair hearing on the decision to make his payment to a 
third party. 

4. DISREGARDING CERTAIN EARNINGS 1N DETERMINING NEED UNDER 
OLD-AGE ASSISTANCE AND COXBNED PROGRAMS 

Your committee's bill provides for a modest increase in the amount 
of earnings States may disregard in determining need under the pro

gramof andfor he ged receiving assistance under the com-A 
bind pogrmfr te aedblind, and disabled. Currently, States 
may isrgar thn the first $10 month, and one-half ofnomor a 

thereminer ithn toal f 50 per month of earned income. The 
bill would raise those amout to$20 a month and one-half of the 
remainder within a total of $80 per month of earned income, effective 
January 1, 1966. 
*Your committee is convinced that it is sound for the aged to con
tinue in employment as long as.they can, and that those who work 
should have some incentive and special consideration. 'Currently 23 
States have implemented the earlier legislation and are disregarding 
some earned income of the aged. This amendment will permit these 
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States, and others which have not yet acted, to implement the legisla.
tion to increase the amounts disregarded. 

5. 	 ADIMINISTRATIVE AND JTJDIOIAL REVIEW OF CERTAIN ADMINISTRATIVE, 

DETERMINATIONS 

Your committee bill contains new provisions effective January 1, 
1966 for administrative and judicial review of certain administrative 
determinations under titles I, IV, X, XIV, XVI, and XIX of the 
Social Security Act. These provisions are designed to assure that the 
States will not encounter 	undue delays in obtaining Federal deter
minations on acceptability 	of proposed State plan material under the 
public assistance programs, and that the States will be able to obtain 
judicial review of their plan proposals at an appropriate stage of the 
proceedings. These provisions are not intended to affect adversely the 
usual negotiation process between the Department of Health, Educa
tion, and Welfare and the States which, in nearly all instances, results 
in -the development of a State plan or plan amendment that can be 
approved by the Secretary.

When a State submits a new plan under one of the publi3- assistance 
titles, the Secretary shall make a determination within 90 days as to 
whether the proposal meets the applicable requirements for approval.
This period May be extended by written agreement of the Secre
tary and the State. If the State is dissatisfied with the Secretary's de
termination,7 it may, within 60 days, petition for a reconsideration. 
The Secretary shall then set a time and place for a hearing, to begin
from 20 to 60 days after the date notice of the hearing is furnished to 
the State, unless the Secretary and the State agree in writing upon an
other time. Within 60 days of the conclusion of the hearing, the Secre
tary shall affirm, modify, or reverse his original determinations. If the 
State is dissatisfied with this final determination,2 it may, within 60 
days, appeal to the U.S. court of appeals. In the judicial proceeding,
the findings of fact by the Secretary shall be conclusive, unless substan
tially contrary to the weight of the evidence; if good cause is shown 
for taking further evidence, the court may remand the case to the Sec
retary for this purpose. The court may affirm the action of the Sec
retary or set it aside, in whole or in part. The court's judgment shall 
be subject to review by the Supreme Court of the United States upon
certiorari or certification. 

The foregoing procedures are also applicable, at the option of the 
State, upon submittal of any amendment of an approved State, plan. 

The bill does not h~mend sections 4, 404, 1004, 1404, 1604, or 1904 of 
the Sccial Security Act, which provide that the Secretary shzdl give
reasonable notice and opportunity for hearing to a State prior to dis
cont~iuing payments under a previously approved State plan because 
of his finding that the plan has been so changed that it no longer com
plies with certain requirements or that in the administration of the 
plan there is a failure to comply substantially with certain require
ments. However, the bill provides that upon any such final determina
tion by the Secretary, the State may appeal to t~he U.S. court of appeals, 
in the same way as described above for appeals from a final determinti
tion of the Secretary in connection with submittal of a new plan.

The bill further provides 	that action pursuant to an initial deter
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mination of the Secretary, as therein described, shall not be stayed
pending reconsideration. If the Secretary subsequently determines-
that his initial determination was incorrect, he shall pay forthwith in 
a lump sum any amounts, not otherwise already paid, which are pay
able to the State in accordance with the corrected determination of the 
Secretary on the basis of the expenditures mad6 by the State. 

In addition to questions concerning State plan proposals, or which 
involve discontinuance of Federal payments under part or all of a 
State plan, disagreements between a State and the Secretary may occur 
when the Secretary disallows specific State expenditures for Federal 
financial participation. Such disallowances usually take the form of 
audit exceptions. The bill provides that whenever the Secretary de
termines that there shall be a disallowance the State shall be entitled, 
on request, to an administrative reconsideration of the decision. 

6. MAINTENANCE OF STATE EFFORT 

Under various provisions of this bill, additional Federal funds will 
be available to States to improve the public assistance program.
Your committee has recognized the need for such program improve
menit in medical care, in basic maintenance, as well as in other areass,
.and believes that the Federal funds designated for these purposes
should be used by the 'States for these purposes and not as a substitute 
for State funds. For this reason, the bill incorporates a provision
which 'assures that the additional Federal funds made available to 
States are used within the public assistavice program. Addition'al 
Federal funds will, under these provisions,, be granted to States only 
to the extent that existing State expenditures in the program are 
maintained. For a period beginning January 1, 1966, and ending
June 30, 1969, a measurement of these expenditures will be made in 
the process of granting the Federal funds to the States. Your com
mittee believes that after June 30, 1969, the new funds will be so in
tegrated into the programs of the States that further testing of this 
fact will not be needed. 

Under the bill, expenditures from total and Federal funds for a 
particular quarter are compared with total and Federal expenditures
in a "base period," either the corresponding quarter or an average of 
the quarters in the fiscal year ending June 30, 1964, or June 30, 1965. 
If this comparison shows that the increase in Federal funds as com
puted under the revised formula exceeds the increase in total expendi
tures, the increase in Federal share must be reduced to the amount of 
the increase in total expenditures 'between the base period and the 
quarter in question. The purpose of this provision is to assure that 
whatever additional Federal flunds are made available to the States 
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under the revised formulas for computing the Federal share and -under 
provisions for program expansion will be used for program improve
ments and that no part of any additional Federal funds will be used 
to replace non-Federal funds. 

7. 	 DISREGARIDNING SO MUCH OF OASDI BENEFIT INCREASE AS IS ATTRIBUTA
BLE TO RETROACTIVE EFFECTIVE DATE 

Under title III of the bill, beneficiaries of the OASDI program will 
receive a 7-percent increase in their benefits retroactively effective to 
January 1, 1965. These benefits will be payable to beneficiaries in a 
lumnp-sum check in addition to the regular monthly check. There are 
currently many~ thousands of such beneficiaries who are receiving sup
plementary assistance from various of the public assistance programs 
under provisions of the Social Security Act. Moreover, certain chil
dren over 18 -and in school will receive benefits from January 1, 1965. 
Your committee believes that it would be appropriate for the State 
public -assistance agencies to disregard these retroactive payments as 
one-timne-only income, not significant in amount and not income which 
under various other longstanding provisions of the public assistance 
titles to the act must be taken into account by the State in determining 
the amount of assistance for the individual. 

The bill adds a provision to make it clear that States need not take 
these sums into consideration in determining the need of the public 
assistance recipients who also receive an OASDI benefit. 

8. AMENDMENT TO DEFINITION OF MEDICAL ASSISTANCE FOR THE AGED 

When the MAA program was enacted in 1960, the law prohibited
Federal sharing in MAA payments made in behalf of an -aged person 
receiving OAA in the month MAA services were received. This pro
vision has proved to be a hardship in the planning of States for the 
necessary movement of ill aged persons to and from medical institu
tions such as nursing homes and hospitals. For the month of move
ment to or from such a medical facilit~y, States are faced with a heavy 
expenditure of funds, only part of which, under current provisions of 
law, is subject to Federal sharing. A State which has made an 
OAA payment to a needy person to cover his expenses in his own home 
is unable to claim any Federal funds as MAA when the individual 
goes to a medical institution that month. The reverse situation arises 
when the individual leaves the medical institution in which services 
are received under MAA. 

In order to meet this need, the bill would relax the prohibition on 
Federal sharing in OAA and MAA for the same month so as to permit 
such sharing effective July 1, 1965, for MAA services furnished in 
the month an individual enters or leaves a medical facility. 
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9. 	 EXTENSION OF GRACE PERIOD FOR DISREGARDING CERTAIN INCOM FOR 
STATES WHERE LEGISLATURE HAS NOT MET IN REGULAR SESSION 

Section 701 of the Economic Opportunity Act of 1964 provides that 
certain amounts of income of an individual derived from titles I and 
II of that act may not be taken into account by State public assistance 
agencies in determining the need of such individual or any other indi
vidual for public assistance under p~rograms authorized by the Social 
Security Act. The purpose of this amendment was to provide an 
incentive for persons who are beneficiaries of programs under the 
Economic Opportunity Act to undertake training and employment by
permitting public assistance payments to continue for them and their 
families, if they are otherwise eligible, and not be reduced by specified 
amounts of their income under such programs. The statute provides
that States with a legislative impediment to putting this provision
into effect shall have until July 1, 1965, to obtain the necessr egsa
tive change. A problem has arisen in the instance of Saewhich do 
not have a regular meeting of their legislature until 1966 to make the 
necessary changes to State law. Under this section of the bill, such 
States would have until the first month following the month of ad
journment of a State's first regular legislative session adjourning after 
the date of enactment of the Economic, Opportunity Act of 1964 to act. 

10. 	 TECHNICAL AMENDMENTS TO ELIMINATE PUBLIC ASSISTANCE PRO
VISIONS WHICH BECOME OBSOLETE IN 1967 

Title XIX, to be added to the Social Security Act by title I of this 
bill, would, effective July 1, 1967, provide, the sole statutory base for 
States to receive Federal funds for the provision of payments for ven
dor medical care in behalf of the needy. On that date, Federal finan
cial participation in vendor payments for medical care will not be pos
sible under other of the public assistance titles of the act. Thus, on 

July1, roisions of the various public assistance titles167,numeous 
becoe Thebil identifies those provisions and approinpertive 

priaelyrepels r amndsthem as of July 1, 1967.


11. COSTS OF INCREASES IN TH3E PUBLIC ASSISTANCE MATCHING 
FORMULAS 

The accompanying table shows 'by State and by assistance programs
the additional amounts of money that will be available to States under 
the changes in public assistance formulas made by title IV. These 
total almost $150 million for the first full year, or $75 million for the 
6 months of the fiscal year ending June 30, 1966, -that they would be 
effective. Like other increases in public assistance provided by the 
bill,7 the States would receive these amounts only to the extent that 
they made corresponding incemases in their total expenditures. 
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Public, as8listance: Estimated annual inwrease in Federalfunds under proposal 
to raise Federalparticspationin assistancepaymetsts to specifled levels' 

[in thousands] 

Aid to the Aid to the Aidto fam-
States and District of Total all Old-age Aid to the pra aged, ilies with 

Columbia programs assistance blind neintyand blid and depedent 
totally dlsaled children

disabled (title XVI) 

Total ------------------ $148, 520 $50, 053 $2, 352 $10,104 $22,117 $62, 004 

Alabama---------------------- 3,817 2,644) 42 340 ------ 789 
Alaska ------------------------ 154 (2) (2) (3) 69 85 
Arizona ----------------------- 933 319 38 68 ------ 508 
Arkansas --------------------- 2,012 1,392 47 221 ------ 352 
Colifornia.-------------------- 22,919 11,495 523 2,008 -------------- 8,893 

-lorado---------------------- 2,731 . 1,735 11 253 ------ 732 
...necticut-- ----------------- 1,143 321 13 172--------------- 1,037

Delaware ---------------------- 203 32 13 18 ------ 140 
District of Columbia ------ 581 100 8 130 ------- 343 
Florida----------------------- 3,354 (2) (2) (2) 2,187 1,187 
r -rgia---------------------- 3,691 2,206 76 824 ---- 785 

awafl------------------------ 344 (2) (2) (2) 97 247 
Idaho ------------------------- 494 220 6 67 ------ 201 
Illinois ----------------------- 8,543 (2) (2) (3) 3,751 4,792 
Indiana5------------------------ 1,260 557 76 45 ------ 582 
Iowa ------------------------- 2,172 1,286 54 50 ------ 782 
Kansas----------------------- 1,829 (2 () (2) 1,201 628 
Kentucky -------------------- 2,620 (21) (2) (3) 1,682 938 
L~ouisiana--------------------- 4,992 3,188 134 482--------------- 1,220
Maine------------------------ 568 (2) (5) (3) 329 239 
Maryland-------------------- 1,791 (2) () (2) 519 1, 272

Massachusetts----------------- 4,497 2,295 96 494--------------- 1,612

Michigan --------------------- 5,308 (3) (3) () 2,481 2827

Minnesota -------------------- 2,008 s 98 48 82 ------ 890

Mississippi------------------- 2,6874 1,782 71 415 ------ 606

Missouri--------------------- 4,288 2,489 164 351--------------- 1,284

Montana---------------------- 450 249 11 58 ------ 138

Nebraska---------------------- 968 553 29 158 ------- 278

Nevada ----------------------- 199 107 7 (4) ------ 85

New Hampshire---------------- 315 198 12 25 ------ 82

New Jersey------------------- Z310 335 40 349--------------- 1,786

New Mexico-------------------- 950 () 331 619
(3) ()
New York--------------------12, 844 (2) (31) (2) 3,977 8,867
North Carolina---------------- 3,099 1,047 122 523--------------- 1,407
North Dakota------------------ 476 (3) (2) (2) 330 140 
Ohio ------------------------- 86,860 2878 141 786--------------- 3,060
Oklahoma -------------------- 86,1135 3 (3) (2) 4,650 1,465
Oregon.--------------------- 1,030 269 18 187 ------ 562 
Pennsylvai----------------- ,484H 1,937 216 471-------------- 3,6 
Rhode Island------------------- 802 (3) (3) (2) 374 428 
South Carolina---------------- 1,228 629 43 205 ------ 351

South Dakota------------------ 404 174 3 26 ------ 201

Tennesseea-------------------- 2,373 1,099 53 301 ------ 920

Texas ------------------------ 6,899 5,504 116 221--------------- 1,058

Utah------------------------- 647 122 8 114 ------ 403

Vermont---------------------- 224 (2) (2) (2) 159 65

Virginia----------------------- 1,058 322 28 181 ------- 547

Washington ------------------- 2,540 812 28 431--------------- 1,263

West Virginia------------------ 1,978 352 20 148--------------- 1,458

Wisconsin--------------------- 2,375 1,266 35 252 ------ 822

Wyoming---------------------- 154 64 2 26 ------ 62


1 o OAA, AD, APTI), and AAB D (title XVI), raise 29/35 of $35 to 31/37 of $37; and for AFDC, from 14117 
of $17 to 5/6 of $18; raise maximum average monthly payment from $70 to $75; and for AFDC, from $30 to $32. 
Assumes that States will continue to spend the same amount per recipient from State and local funds as In 
May 1964, and that the increase in Federal funds will be used to raise money payments to recipients. 

tCombined under aid to the aged, blind, and disabled. 
3'Based on State's estimate of the number of recipients and average payment for September 1964, which 

shows transfers from OAA to MAA, not reflected In May data.4 
No program for APTD). 
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Summary-Cost of public a~seistanloe and4 relateditems 
(In millions of dollars] 

Costs Fiscal year Annual rate 
1965 

Titlept2 Medical assistance------------------------------------------ 100 200 
Titl II: 

Pt. 1: Maternal and child health. crippled children---------------------- 25 60
Pt. 2: Mental retardation projects ------------------------------------- 2.75 2.75 
Pt.3: Mental and tuherculosis ---------------------------------------- 38 75
Pt. 3: Medical assistance for the aged definition ------------------------- 2 2 

Title IV: 
Formula changes----------------------------------------------------- 75 110
Protective payments ------------------------------------------------ (1) (1)
Income exemption (old-age assistance)----------------------------------- .5 1 

Total------------------------------------------------------------- 243.25 490.75 

' No cost. 

F. MEDICAL EXPENsE, DEnuc'riONS FOR INCOME TAX PURPOSES 

1. PRESENT LAW 

As a general rule under the Internal Revenue Code only that por
tion of the medical care expenses paid by the taxpayer for himself,
his spouse, or his dependents which exceeds 3 percent of adjusted 
gross income may be deducted. Included in the category of deduct
ible medical expenses subject to this 3-percent floor are premiums paid
for accident and health insurance. In computing nmedical care ex
penses for the purpose of applying the 3-percent limitation, expenses
for medicines and drugs are included only to the extent th~at they
exceed 1 percent of adjused gross income. An exception is pres
ently made to these general rules, however, in the case of medical care 
expenses incurred by a taxpayer or his spouse if either is 65 or over, 
or for his dependent mother or father (or mother-in-law or father-in
law) if 65 years of age or more. The expenses for medical care of 
such persons may be deducted without regard to either the 3-percent 
or the 1-percent limitations. 

Under present law, certain maximum limitations are also imposed
with respect to medical expense deductions. With the exception of 
disabled persons, these maximum limitations do not vary according 
to age. Generally, the maximum medical expense deduction which 
mnay be taken is $5,000 multiplied by the number of exemptions claimed 
(other than those for age or blindness), not to exceed $10,000 in the 
case of a single taxpayer or $20,000 in the case of a married couple (or
head of household or surviving spouse). In the case of disabled tax
payers and their spouses, however, who have attained the age of 65,
the maximum $10,000 or $20,000 limitation referred to above is in
creased to $20,000 or $40,000, respectively. 

2. GENERAL REASONS FOR PROVISION 

The health care provisions, of your committee's bill have a relation
ship to the medical expense deductions allowed under the Internal 
Revenue Code. The 3-percent limitation in the case of medical care 
expenses and the 1-percent limitation applied to expenditures
for medicines and drugs were waived for persons 65 or over in 
recognition of the fact that medical expenses generally constituted 
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a heavy financial burden for older people. The limitations were 
waived, however, during a period when there was no broad-coverage 
health -insuranceIplan for older persons. The insurance provisions 
of your committee's bill are designed to meet these problems. The 
reasons for the special medical expense provisions in the tax law for 
the relief of older taxpayers, therefore, nO longer appear to exist. 

Moreover, restoration of a uniform floor to be applied in the com
putation of the medical expense deduction will provide an increase 
in revenue which will help defray to some degree the cost of the general 
fund of the voluntary insurance provisions in your committee's bill. 
Only in the case of an older person with sufficient income to be taxable 
will the benefit of the Federal Government's $36-per-year contribu
tion towards his voluntary medical insurance coverage be reduced or 
offset by a lesser deduction for medical care expenses. 

Restoration of a uniform medical expense deduction rule also will 
serve to simp lify the tax law. Present law necessitates a careful dis
tinction between the medical care expenses of persons 65 or over and 
the similar expenses of persons under 65. A complex special form is 

emplyedfor hispurpse.The need for this special form will be 
elimnatd ent of a single uniform rule for those overbythees ais 

Thebila o prmis, orall persons regardless of age, the deduc
tion of a portion of medica insurance premiums without regard to 
the 3-percent limitation in reonton of the fact, that existing law 
may have the effect of discuaigthe provision of insurance pro
tection against future medical bil.Uder present law medical insur
ance premiums may not be dedutbebecause provision for medical 
expenses by insurance tends to even out these charges over a period of 
years and, therefore, makes it more likely that in any specific year the 
3-percent limitation will not be exceeded. Medical expenses of those 
not covered by insurance tend to vary more from year to year and 
thus in some years are more likely to exceed the 3-percent limitation 
and be deductible. 

3. G!VNERAL EXPLANATION 

Your committee's bill (sec. 106), therefore, amends the Internal 
Revenue Code (sec. 213) to terminate present special treatment of 
the medical care expenses of taxpayers who are 65 or over. Thus, the 
provision of present law limiting medical expense deductions for a 
taxpayer, his spouse, or his dependents where they are under age 65 to 
the amount of such expenses in excess of 3 percent of adjusted gross 
income is extended to all taxpayers, spouses, and dependents regardless 
of age. This is also true of the provision under present law limiting 
expenditures for medicines and drugs which are taken into account for 
purposes of the 3-percent limitation to the amount in excess of 1 per
cent of adjusted gross income. These limitations, therefore, will, in 
the future, apply to taxpayers and their spouses who have attained age 
65 as well as dependent mothers or fathers of the taxpayer (or of his 
spouse) who have attained the age of 65. 

The bill also removes the distinction in the maximum medical ex
pense deduction allowvance between disabled taxpayers over and under 
age 65. This is accomplished by extending the $20,000 maximum de
duction presently available to single taxpayers and the $40,000 ceiling 

45-3990O-65----10 
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available to married taxpayers filing joint returns to disabled taxpay
ers under age 65. 

The bill further provides that all taxpayers itemizing their deduc
tions, regardless of age, are to be granted a deduction, without regard 
to the 3-percent floor, for one-half the cost of medical care, insurance 
for the taxpayer, his spouse, and*his dependents, but not to exceed 
$250. The other half of any premniums pa-id, plus any excess over the 
$250 limit for medical care insurance, will continue to be subject to the 
3-percent floor and only when they plus any other allowable medical 
expenses exceed 3 percent of adjusted gross income will they be~de
ductible. Included in the category of medical insurance premfiums
which may be deducted (one-half under, and one-half apart from, 
the 3-percent floor) are those for supplementary health insurance bene
fits for the aged but not the taxes transferred to the trust fund for hos
pita~l insurance benefits for the aged. 

The bill also makes certain other amendments to the medical ex
pense deduction provisions of the Internal Revenue Code. The defi
nition of medical care is revised to specifically limit the deductible 
portion of premiums paid on multipurpose health and accident poli
cies to the actual cost of providing insurance protection against, medi
cal care expenses, as defined in the Internal Revenue Code. The cost 
of insurance allocable to income continuation payments when illness 
or accident causes absence from work and the cost of insurance which 
provides indemnity in the case of the loss of a limb, etc., is not to be 
deductible. This revision becomes particularly important in view 
of the provision which permits the deduction of one-half of the pre
miums paid for medical care insurance without regard to. the 3-per
cent limitation. 

The bill qualifies as a current medical expense certain premiums 
paid during the taxable year by a taxpayer under the age of 65 for 
insurance for the medical care expenses of the taxpayer, his spouse, 
and his dependents which will be incurred after the taxpayer attains 
the age of 65. However, these payments, to qualify as a current ex
pe~nse, must be made under a contract which provides for level pre
mium payments over a specified minimum period. This provision, 
which applies only to insurance for medical care expenses, is designed to 
remove any impediment which might otherwise exist to the voluntary
provision by a person under 65 of medical care protection for his post
65 years. This is not intended, however, to foreclose the allowance 
of any presently available deduction for other prepayments. 

4. FTEOTIVE DATE 

These provisions apply to medical care expenses incurred in tax 
years beginning after December 31, 1966. The provisi.ons will, there-
f[orenot become effective until the health care provisions of the bill 
have been in operation for 6 months. 
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5. REVENUE EFFECT 

The provision reinstituting the deduction floors is expected to in
crease revenues by $170 million but it is expected that the deduction 
of one-half the cost of medical insurance premiums without regard to 
t~he 3-percent limitation will decrease revenues by $88 million. Overall, 
it is estimated that the provisions will increase revenues by $82 million 
in a full year of operation. This, of course, is much more than offset 
by health care payments made from the general fund of the Treasury. 
The distribution of this total by specific provisions and adjusted gross 
income classes is shown below. 

Di~sfribution of too revenue estimate8 under revised medica~l exrpense deduct ion 
[In millions of dollars] 

IApplicat ion 
of 3-percent Increased 

Adjusted gross income and 1-percent medical 
limitations expense de-

to all taxpay- deduction
2
I 

ers 

Oto $3,000 --------------------------------------------------------------- 1-
$3,000 to $5,000------------------------------------------------------------ 9 
$5,000 to $10,000 ---------------------------------------------------------- 20 -31 
$10,000 to $20,000---------------------------------------------------------- 24 -32 
$20,000 to $50 00 ---------------------------------------------------------- 47 -10 
$50,000 and over ---------------------------------------------------------- 60 

Total-------------------------------------------------------------- 170 -88 

I This additiosal revenue will be derived from those age 65 and over. 
,Assumes a reduction in bospitalization and medical expenses of 50 percent for taxpayers with incomes 

under $10,000 and 25 percent for those with incomes over $10,000. 
3Includes effect of allowi1ngta deduction of ½J cost of all medical insurance premiums without regard to the 

3-percent limitation and efec of medical expense deductions for premiums pald for voluntary insurance 
coverage under this bill. This reduction goes to taxpayers of all age groups. 



IV. SECTION-BY-SECTION ANALYSIS OF THE BILL 
The first section contains the short title of the bill-the "Social 

Security Amendments of 1965"-and a table of contents. The 
remainder of the bill is divided into four titles, and titles I and II 
into several a..rts, as follows: 

Title I-~Health Insurance For the Aged and Medical Assistance 
Part 1-Health Insurance Benefits for the Aged 
Part 2-Grants to States for Medical Assistance Programs

Title II-Other Amendments Relating to Health Care 
Part 1-Maternal and Child Health and Crippled Children's 

Services 
Part 2-Implementation of Mental Retardation Plannin 
Part 3-Public Assistance Amendments Relating to Heat 

Care 
Title III-Social Security Amendments 
Title IV-Public Assistance Amendments 

TITLE I-HEALTH INSURANCE FOR THE AGED 
AND MEDICAL ASSISTANCE 

Section 100 of the bill provides that title I of the bill may be cited 
as the "Health Insurance for the Aged Act." 

PART 1-HEALTH INSURANCE, BENEFITS FOR THE AGED 

SECTION 101. ENTITLEMENT TO HOSPITAL INSURANCE 
BENEFITS 

Section 101 of the bill adds at the end of title II of the Social Security
Act a new section 226, dealing with entitlement- to hospital insurance 
benefits (i.e., entitlement to have payment of benefits made under 
part A of the new title XVIII of the Social Security Act (as added by
section 102 of the bill)).

Section 226(a) provides that any individual who has attained the 
age of 65, and who is. entitled to monthly old-age and survivors 
insurance benefits or is a "qualified railroad retirement beneficiary",
is entitled to hospital insurance benefits under part A of the new 
title XVIII for each month (including, if applicable, any month of 
retroactive entitlement to monthly OASI benefits as provided in sec
tion 202(j) (1) of the Social Security Act and any month of retroactive 
entitlement to benefits as provided in section 21 of the Railroad 
Retirement Act of 1937) in which he meets such conditions, beginning
with July 1966. 

Paragraph (1) of section 226(b) provides that entitlement of an 
individual to hospital insurance benefits consists of entitlement to 
have payment made on his behalf for inpatient hospital services, 

140 
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post-hospital extended care services, post-hospital home health 
services, and outpatient hospital diagnostic services furnished him 
in the United States. It also provides that no payment for post
hospital extended care services may be made for services furnished 
before January 1967 and that payment for post-hospital extended 
care services or post-hospital home health services may be made only 
if the discharge from a hospital required to permit payment with 
respect to such services occurs after June 30, 1966, or on or after the 
first day of the month in which the individual attains age 65, whichever 
is later. 

Paragraph (2) of section 226(b) provides that an individual en
titled under section 226 is entitled to hospital insurance benefits for 
the month in which he dies. 

Section 226(c) provides that the term "qualified railroad retirement 
beneficiary" means an individual whose name has been certified to 
the Secretary by the Railroad Retirement Board under section 21 of 
the Railroad Retirement Act of 1937 (as added by section 105 of the 
bill), and that an individual will ceaje to be a qualified railroad 
retirement beneficiary at the close of the month before the month 
which is certified by the Board as the month in which he ceased to 
meet the requirements of such section 21. 

Section 226(d) contains a cross-reference to section 103 of the bill 
which provides entitlement to hospital insurance benefits for certain 
individuals not eligible for benefits under section 226. 

SECTION 102. HOSPITAL INSURANCE BENEFITS AND 
SUPPLEMENTARY HEALTH INSURANCE BENEFITS 

Section 102(a) of the bill amends the Social Security Act by adding 
after title XVII a new title XVIII providing health insurance for the 
aged and consisting of p art Ai (hospital insurance for the aged) 
part B (supplementary health insurance benefits for the aged), and 
part C (miscellaneous provisions). 

TITLE XVIII-HEALTH INSURANCE FOR THE AGED 

SECTION 1801. PROHIBITION AGAINST ANY FEDERAL INTERFERENCE 

Section 1801 states that nothing in the new title XVIII is to be 
construed to authorize any Federal officer or employee to exercise 
any supervision or control over the practice of medicine, the manner 
in which medical services are provided, the personnel policies of 
providers of health care, or the operation or administration of medical 
facilities and personnel. 

SECTION 1802. FREE CHOICE BY 'PATIENT GUARANTEED 

Section 1802 provides that any individual entitled to benefits under 
title XVIII may obtain health services from any institution, agency, 
or person which is qualified to participate under the title and which 
undertakes to provide the services to him. 
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SECTION 1808. OPTION TO INDIVIDUALS TO OBTAIN OTHER HEALTH 
INSURANCE PROTECTION 

Section 1803 provides that nothing in title XVIII is to be construed 
to preclude any State from providing, or any individual from purchas
ing or otherwise securing, protection against health costs. 

PART A-HOSPITAL INSURANCE BENEFITS FOR THE AGED 

SECTION 1811. DESCRIPTION OF PROGRAM 

Section 1811 describes the insurance program for which entitlement 
is established under section 226 of the Social Security Act as one 
which provides basic protection against the costs of hospital and 
related post-hospital services for individuals age 65 or over who are 
entitled to retirement benefits under title II of the Social Security
Act or under the railroad retirement system. 

SECTION 181t. SCOPE OF BENEFITS 

Section. 1812(a) provides that the benefits provided to an individual 
under part A of the new title XVIII consist of entitlement to have 
payment made on his behalf for: 

(1) inpatient hospital services (including such services in a 
tuberculosis hospital) for up to 60 days during any spell of illness; 

(2) post-hospital extended care services for up to 20 days (or 
up to 100 days in the circumstances described in section 1812(c))
during any spell of illness; 

(3) post-hospital home health services for up to 100 visits 
(during the one-year period described in section 1861(n)) after 
the begin;ing of one spell of illness and before the beginning of 

(4) outpatient hospital diagnostic services. 
Section 1812(b) provides that (subject to section 1812 (c) and (d),

discussed below) payment may not be made for inpatient hospital
services furnished to an individual in any spell of illness after such 
services have been furnished to him for 60 days during the spell or for 
post-hospital extended care services in any spell of illness, after such 
care has been furnished to him for 20 days during the spell.

Section 1812(c) provides that, at.the individual's option, the number 
of days for which payment for post-hospital extended care services 
may be made can be increased beyond 20 (but by no more than 80 
days, for a maximum of 100) by twice the number by which the days
for which the individual has already been furnished inpa~tient hospital
service in the same spell of illness are less than 60. 'The number of 
days of inpatient hospital care for which payments could be made 
during the same'spell of illness would be reduced by one day for each 
full two days of extended care above 20 for which payment is made 
(and by an additional day if the number of days of extended care is 
an odd number). The individual may conserve his inpatient hospital 
coverage by terminating the application of section 1812(c) at any time. 

To illutrte the effect of section 1812(c), if an individual transferred 
to an extended care facility after a 10-day hospital stay and needed 
63 days of extended care facility services, payment would be made 
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for the entire stay in the facility, including the 43 days beyond the 
initial 20, unless he elects to have payment cut off for some or all of 
the 43 days. If payment is made for the entire period of extended 
care he would, after discharge from the facility, remain eligible for 
28 additional days of hospital care if he should need to be hospitalized
again during the same spell of irn~ess. That is, of the 60 days of 
hospital benefits, he would have received 10 days of benefits in the 
hospital, and he would have exchanged 22 days of hospital benefits 
for the 43 additional days of extended care benefits, leaving him with 
a balance of 28 days of hospital care. However, if the individual had 
requested that his days in the extended care facility beyond 20 not 
be paid for, he would have retained a balance of 50 days of hospital 
~care. 

Section 18 12(d) provides that if an individual is an inpatient of a 
tuberculosis hospital on the first day of the first month for which he is 
entitled to benefits under part A, the days on which he was an inpatient 
of such a hospital in the 60-day period immediately before such first 
day will be included in determining the 60-day limit on inpatient
hospital services insofar as it applies to him. 

Section 1812(e) provides that payment may be made under part A 
for post-hospital home health services furnished an individual only
during the one-year period described in section 1861(n) following his 
most recent hospital discharge which meets the requirements of such 
section. Only the first 100 visits in the one-year period can be paid
for. The number of visits to be charged in connection with the pro
vision of covered home health items or services for this purpose is to 
be determined in accordance with regulations.

Section 1812(f) provides that inpatient hospital services, post
hospital extended care services, and post-hospital home health services 
will be taken into account for purposes of the limits on duration 
of coverage prescribed in the preceding subsections of section 1812 
only if payment under part A is made or would be made with respect 
to such services if they had been furnished within such limits and 
if the request and certification requirements described in section 
1814(a) had been met for such services. 

Section 1812(g) contains a cross reference to the definitions of the 
terms used in part A which are found in section 1861. 

SECTION 1813. DEDUCTIBLES 

Paragraph (1) section 1813(a) provides that payment for inpatient
hospital services furnished during any spell of illness will be reduced 
by~the inpatient hospital deductible (the amount of which is deter
mined under section 1813(b)). However, charges for a diagnostic
study, up to the amount of the deductible which applies to a diagnostic
study (described in paragraph (2)), by the same hospital during the 
20-day period before the individual is admitted as an inpatient to the 
hospital, would be applied toward the inpatient hospital deductible. 

To illustrate: An individual obtains diagnostic laboratory services 
in a hospital outpatient department on August 1,1966, and is charged
$15 for these services. On August 15 he is admitted as an inpatient 
to the same hospital in which he received the diagnostic services. He 
is permitted to apply his payment for the diagnostic services toward 
the inpatient hospital deductible ($40 in 1966); thus he would have 
to pay an inpatient hospital deductible of $25. 
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Paragraph (2) of section 1813(a) provides for a deductible with 
respect to outpatient hospital diagnostic services (furnished during a 
diagnostic study,) equal to one-half the amount of the inpatient
hospital deductible. A "diagnostic study" is defined as outpatient
hospital diagnostic services provided by (or under arrangements made 
by) the same hospital during the 20-day period beginning on the first 
day (once he is entitled to benefits under section 226) on which out
patient hospital diagnostic services are furnished to him. 

Paragraph (3) of section 1813(a) provides that payment cannot be 
made to any provider of services under part A for the cost of the first 
3 pints of whole blood furnished to an individual during a spell of 
illness. 

Paragraph (1) of section 1813(b) _provides that the inpatient hospital
deductible is $40 for any spell of illness (and is therefore $20 for any
diagnotic study) beginning before 1969. 

Paraxgraph (2) of section 1813(b) provides that the Secretary shall,
between July 1 and October 1 of 1968, and of each year thereafter,
determine and promulgate the inpatient hospital deductible which is 
to be aapplicable in the case of any spell of illness or diagnostic study
beginnmng during the succeeding calendar year. The inpatient hos
pital deductible will be equal to $40 multiplied by the ratio of (A)
the current average per diem rate for inpatient hospital services for 
the preceding calendar year, to (B) the current average per diem 
rate for 1966. Any amount determined by the multiplication under 
this paragraph which is not a multiple of $5 will be rounded to the 
nearxest multiple of $5 (or, if it is midway between two multiples of 
$5, to the next higher multiple of $5).

If, for example, the cost experience reviewed for purposes of the 
promulgation to be made in 1970 shows that the average per diem 
rate for inpatient hospital services during 1969 was $45.55 as compared
to $39.80 in 1966, the amount of the deductible applicable in 1971 

would be 45($40 multipled by 39.80 and then rounded to the nearest 

multiple of $5).
The current average per diem rate for any year will be determined 

by the Secretary on the basis of the best information available to him 
as to the amounts paid under part A for inpatient hospital services 
plus the amounts which would have been paid but for the inpatient
hospital deductible required under section 1813(a) (1). 

SECTION 1814. CONDITIONS OF AND LIMITATIONS ON PAYMENT FOR 
SERVICES 

Requirement of requests and certifications 
Section 1814 (a) provides that, except in the case of emergency

hospital services (described in section 1814(d)), payment for covered 
services may be made only to providers of services which have an 
agreement with the Secretary entered into in accordance with section 
1866 and only if the requirements of section 1814(a) with respect to 
requests and certifications are satisfied. 

Paragraph (1) of section 1814(a) requires that a written request
(signed by the individual who receives the services or by another 
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person when it is impracticable for him to do so) be filed for such 
payment under regulations to be issued by the Secretary. 

Paragraph (2) of section 1814(a) requires that a physician certify 
(and recertify, in such cases and as often and with such supporting 
material as may be provided in regulations, but in any event before 
the 21st day in the case of inpatient hospital services received during 
a continuous period) that

(A) in the case of inpatient hospital services (other than 
inpatient tuberculosis hospital services), the services were 
required to be given on an inpatient basis for medical treatment, 
or inpatient diagnostic study was medically required; 

(B) in the case of inpatient tuberculosis hospital services, the 
services were required to be given on an inpatient basis by or 
under the supervision of a physician for the treatment of tuber
culosis, and the treatment can be reasonably expected to improve 
the condition or render it noncommunicable; 

(C) in the case of post-hospital extended care services, the 
services were required to be given on ank inpatient basis because 
the individual needed skilled nursing care on a continuing basis 
for a condition for which he was hospitalized prior to transfer to 
the extended care facility, or which arose while receiving such 
care for such a condition; 

(D) in the case of post-hospital home health services, the 
services were required because the individual was confined to his 
home (except when receiving services referred to in section 
1861(m)(7)) and needed intermittent skilled nursing care, or 
physical or speech therapy, for any of the conditions with respect 
to which he was receiving inpatient hospital services (or services 
which would qualify as inpatient services if the institution met 
certain specified requirements) or post-hospital extended care 
services, and the services were furnished while the individual 
was under the care of a physician and under a plan established 
and reviewed periodically by a physician; or 

(E) in the case of outpatient hospital diagnostic services, 
the services were required for diagnostic study. 

Under the last sentence of section 1814(a), to the extent provided by 
regulations, the certification and recertification requirements of para
graph (2) would be deemed satisfied where a physician makes the 
certification or recertification at a date later than the day it was 
required under paragraph (2), if it is accompanied by such medical 
or other evidence as may be required by regulations. 

Paragraph (3) of section 1814(a) provides that, in the case of in
patient tuberculosis hospital services, payment may be made only if 
the services are those which the records of the hospital indicate were 
furnished during periods when the individual was receiving treatment 
which could reasonably be expected to improve his condition or render 
it noncommunicable. 

Paragraph (4) of section 1814(a) provides that payment may not 
be made for inpatient hospital services furnished an individual after 
the 20th day of a continuous stay or for post-hospital extended care 
services furnished continuously after a period of time prescribed in 
regulations if the Secretary, before such individual's admission to the 
hospital or extended care facility, has rendered an adverse decision 
under section 1866(d) after a finding that the hospital or extended 
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care facility is not making the necessary utilization reviews of long-
stay cases. 

Paragraph (5)of section 1814 (a) provides that payment may not be 
made for inpatient hospital services or post-hospital extended care 
services furnished an-individual during a continuous period after a 
finding (as described in section 1861 (k) (4)) by the physician members 
of the appropriate utilization review committee that further inpatient 
hospital services or post-hospital extended care services are medically 
unnecessary. If such a finding has been made, payment may be 
mdade for services furnished through the 3rd day after the day the 
notice of such finding is received by the hospital or extended care-
facility. 
Reasonable cost Of servwces 

Section 1814(b) provides that the amount to be paid any provider 
for services under part A is the reasonable cost of such services (subject 
to the deductibles under sec. 1813), as determined under section 
1861(v) (discussed below). 
No payments to Federalproviders Of services 

Section 1814 (c) provides that no payment is to be made to a Federal 
provider of services, except for emergency services, unless the Secre
tary determines that the provider is furnishing services to the public
generally as a community institution or agency. Payment may not 
be made to any provider for any item or service which it is required to 
render at public expense under a law of or contract with the United 
States. 
Paymentsfor emergency hospital services 

Section 1814(d) provides that payment may be made for emergency
hospital services, in the absence of an agreement of the kind otherwise 
required between the. Secretary and the hospital, to the extent that 
the Secretary would be required to make payment if the hospital had 
such an agreement in effect and otherwise meets the conditions of 
payment. (See se~tion 1861 (e) for the definition of a hospital eligible 
under this provision.) The hospital would have to agree, as a condi
tion of payment under this provision, not to charge the patient for 
the emergency services. 
Payment for inpatient hospital services prior to notification of non-

eligibility 
Section 1814(e) provides that if a hospital has acted reasonably

and in good faith in assuming that an individual was entitled to have 
payment made for inpatient hospital services under part A, the hos
pital can receive payment for suc services furnished to the individual, 
even though he is not entitled to have such payment made, prior 
to notification from the Secretary that the individual is not so en
titled. However, this provision would apply onl if such payment
is precluded solely because the individual has us;Y his 60 days of 
entitlement to inpatient hospital services in the spell of sillness; and 
no payment may be made unless the hospital refunds any payment 
already obtained from the individual or on his behalf with respect to 
the services involved. In any event, payment. may not be made 
under this provision for services furnished an individual after the 6th 
elapsed day after the day of his admission to the hospital (not counting 
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Saturday, Sunday, or a legal holiday as an elapsed day). Payment 
to the hospital under section 1814(e) would constitute an overpayment 
to the individual (and could be recovered) under section 1870. 

SECTION 1815. PAYMENT TO PROVIDERS OF SERVICES 

Section 1815 provides that the Secretary will determine the amounts 
to be paid to providers of services under part A (such amounts to be 
paid not less often than monthly) from the Federal Hospital Insurance 
Trust Fund. The provider must furnish such information as the 
Secretary may request in order to determine the amounts to be paid 
to the provider. 

SECTION 1816. USE OF PUBLIC AGENCIES'OR PRIVATE ORGANIZATIONS TO 
FACILITATE PAYMENT TO PROVIDERS OF SERVICES 

Sectionl1816(a) provides that if any group or association of poviders 
of services wishes to have payments under part A made through a 
national, State, or other public. or private agency or organization and 
nominates an agency or organization for this purpose, the Secretary 
may enter into an agreement with the agency or organization providing 
for the determination (subject to such review by the Secretary as may 
be provided for in the agreement) of the amounts to be paid under 
part A to such providers, and for the payment to such providers of 
the amounts so determined. The agreement could also include 
proviSion for the agency or organization to do all or any part of the 
following:- (1) provide consultative services to institutions or agencies 
to enable them to establish and maintain fiscal records and otherwise 
to qualify as participants in the program; and (2) serve as a center 
for communications between the providers covered under the agree
ment and the Secretary, make such audits of the records of such 
providers as may be necessary to assure proper payment, and perform 
such other functions as are necessary to carry out section 6181 (a). 

Section 1816(b) provides that the Secretary is not to enter into an 
agreement with an agency or organization under section 1816 (a) unless 
he finds that (1) to do so is consistent with effective and efficient 
administration, (2) the agency or organization is willing and able to 
assist the providers in the application of safeguards against unneces
sary utilization of services (and the agreement provides for such assist
ance), and (3) the agency or organization agrees to furnish to the 
Secretary such information acquired by it in carrying out its agree
ment as the Secretary may find necessary to perform his functions 
under part A. 

Section 1816(c) provides that an agreement with an agency or 
organization under section 1816(a) may contain such terms and con
ditions as the Secretary finds necessary or appropriate and may pro
vide for advances of funds to the agency or organization for making 
payments to providers of services. Such an agreement will also pro
vide for payment to the agency or organization of the necessary and 
proper costs of carrying out its functions performed or to be performed 
under the terms of the agreement. 

Section 1816(d) provides that if the nomination of an agency or 
organization is made by a group or association of providers of services, 
it will not be binding on members of such group or association which 
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notify the Secretaxy of their election to that effect. Any provider 
may, upon notice, withdraw its nomination to receive payments
through such agency or organization. Any provider which has with
drawn its nomination (and any provider which has not made a nomina
tion) may elect to receive payments either directly from the Secretar.y 
or from any-~agency or organization which has entered into an agree
ment with the Secretary under section 1816(a) if the Secretary and 
such agency or organization agree to it. 

Section 1816(e) provides that an a Bement with the Secretary
under section 1816 (a) may be terminated~by the agency or organization 
at such time and upon such notice as may be provided in regulations.
An agreement may also be terminated by the Secretary at such time 
and upon such notice as may be provided in regulations, but only if he 
finds (after reasonable notice and opportunity for hearing) that the 
agency or organization has failed substantially to carry out the 
agreement or that the continuation of the agreement is disadvanta
geous or is inconsistent with the efficient administration of part A. 

Section 1816(f) provides that an agreement with any agency or 
organization under section 1816(a) may require any of its officers or 
employees who are participating in carrying out the agreement to give
surety bond to the United States in such amount as the Secretary may
deem appropriate. 

Paragraph (1) of section 1816(g) provides that no individual 
designated pursuant to such an agreement as a certifying officer will, 
in the absence of gross negligence or intent to defraud the United 
States, be liable for-any payments incorrectly certified by him. 

Paragraph (2) of section 1816(g) provides a similar immunity for 
disbursing officers who make an incorrect payment based upon a 
voucher signed by a certifying officer designated as provided in 
paragraph (1). 

SECTION 1817. FEDERAL HOSPITAL INSURANCE TRUST FUND 

Section 1817(a) creates the Federal Hospital Insurance Trust Fund,
which will consist of amounts deposited in or appropriated to it as 
provided in part A. For the fiscal year ending June 30, 1966, and for 
each fiscal year thereafter, there are appropriated to the Trust Fund 
amounts equal to (1) the taxes imposed by sections 3101(b) and 
3111(b) of the Internal Revenue Code of 1954 on wages reported to 
the Secretary of the Treasury after December 31, 1965, and (2) the 
taxes imposed by section 1401(b) of the Internal Revenue Code of 
1954 on self-employment income reported to the Secretary of the 
Treasury on tax-returns. These wages and self-employment income 
are to be certified by the Secretary of Health, Education, and Welfare 
on the basis of records established and maintained by him in accord
ance with such reports and returns. The amounts to be appropriated,
which will be determined by the Secretary of the Treasury on the basis 
of estimates of the taxes, are to be transferred from time to time from 
the general fund of the Treasury to the Trust Fund, with adjustments
being made for prior estimates which were greater or lesser than the 
taxes. 

Section 1817(b) creates the Board of Trustees of the Trust Fund, 
to be composed of the Secretary of the Treasury, the Secretary of Labor,
and the Secretary of Health, Education, and Welfare. The Board of 
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Trustees will meet at least once each calendar year. The Secretary of 
the Treasury will be the Managing Trustee of the Board of Trustees, 
and the Commissioner of Social Security will serve as the Secretary 
of the Board. The Board of Trustees will (1) hold the Trust Fund; 
(2) report to the Congress by March 1 of each year on the operation 
and status of the Trust Fund for the preceding fiscal year and on its 
expected operation and status for the current fiscal year and the 
next 2 fiscal years; (3) report immediately to the Congress whenever 
the Board believes that the amount of the Trust Fund is unduly small; 
and (4) review the general policies followed in managing the Trust 
Fund and recommend changes in those policies, including necessary
changes in the provisions of the law which govern the way in which 
the Trust Fund is to be managed. ThG report on the status and oper
ation of the Trust Fund is to include a statement of the assets of and 
disbursements from the Fund during the preceding year, an estimate 
of income and disbursements for the current fiscal year and each 
of the next 2 fiscal years, and a statement of the actuarial status of 
the Trust Fund, and is to be printed as a House document of the 
session of the Congress to which the report is made. 

Section 1817(c) provides that it is the duty of the Managing
Trustee to invest the portion of the Trust Fund which, in his judgment,
is not required to meet current withdrawals. These investments 
may bemade only in interest-bearing obligations of the United States 
or in obligations guaranteed as to both principal and interest by the 
United States. They may be acquired on original issue at the issue 
price, or by purchase of outstanding obligations at the market price. 
The Second Liberty Bond Act is extended to authorize the issuance 
at par, for purchase by the Trust Fund, of public-debt obligations
having maturities fixed with due regard for the needs of the Trust 
Fund and bearing interest at a rate equal to the average market 
yield on all marketable interest-bearing obligations of the United 
States which are a part of the public debt at the end of the calendar 
month preceding the date of issue and which are not due or callable 
until after 4 years from such month. If the average market yield
is not a multiple of one-eighth of one percent, the rate of interest will 
be the multiple of one-eighth of one percent nearest the market 
yield. Other interest-bearing obligations of the United States or 
obligations guaranteed by the United States may be purchased by the 
Managing Trustee only when he determines it is in the public interest. 

Section 18 17(d) provides that any obligations acquired by the 
Trust Fund may be sold by the Managing Trustee at the market 
price, except public-debt obligations issued exclusively to the Trust 
Fund, which may be redeemed at par plus accrued interest. 

Section 18 17(e) provides that the interest on and proceeds from the 
sale of any obligations held in the Trust Fund will be credited to and 
form a part of the Fund. 

Paragraph (1) of section 1817(f) directs the Managing Trustee to 
pay from time to time from the Trust Fund into the Treasury the 
amount estimated by him as taxes imposed under section 3101(b) of 
the Internal Revenue Code of 1954 which are subject to refund under 
section 6413(c) of the Code with respect to wages paid after December 
31, 1965. Such taxes are to be determined on the basis of the records 
of wages established and maintained by the Secretary of Health, 
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Education, and Welfare in accordance with the wages reported to the 
Secretary of the Treasury or his delegate pursuant to subtitle F of the 
Code, and the Secretary will furnish the Managing Trustee such in
formation as may be required for this purpose. The payments are 
to be covered into the Treasury as repayments to the account for 
refunding internal revenue collections. 

Paragraph (2) of section 1817(f) provides that repayments under 
paragraph (1) will not be available for expenditures but will be carried 
to the surplus fund of the Treasury. 

Section 1817(g) provides for the transfer at least once each fiscal 
year to the Trust Fund, from the Federal Old-Age and Survivors In
surance Trust Fund and the Federal Disability Insurance Trust Fund, 
of amounts eq2ual to the amounts certified by the Secretary as over
payments under section 1870(b). It also provides for the transfer at 
least once each fiscal year to the Trust Fund from the Railroad Retire
ment Account of amounts equal to the amounts certified by the 
Secretary as overpayments to the Railroad Retirement Board under 
section 1870(b). These amounts represent the overpayments which 
are to be collected by reducing the cash monthly benefits payable to 
(or on the wage record of) the individual involved under title II of the 
Social Security Act or under the Railroad Retirement Act of 1937. 

Section 1817(h) provides that the Managing Trustee will also pay 
from time to time from the Trust Fund such amounts as the Secretary 
of Health, Education, and Welfare certifies are necessary to pay the 
benefits provided by part A and the administrative expenses in 
accordance with section 201 (g)(1) of the Act. 

PART B--SuPPLEMENTARY HEALTH INSURANCE BENEFITS FOR THE 
AGED 

SECTION 1831. ESTABLISHMENT OF SUPPLEMENTARY HEALTH INSURANCE 
PROGRAM FOR THE AGED 

Section 1831 establishes a voluntary health insurance program for 
individuals aged 65 or over to be financed from premium payments by 
enrollees together with contributions from funds appropriated by the 
Federal Government. 

SECTION 1832. SCOPE OF BENEFITS 

Section 1832(a) provides that the benefits made available to an 
individual under the insurance program established by part B consist 
of

(1) entitlement to have payment made to him or on his behalf 
for physicians' services, and for medical and other health services 
not furnished by (or under arrangements with) a provider of serv
ices (such as a hospital or home health agency); and 

(2) 	 entitlement to have payment made on his behalf for (A)
inptietpychatrc hspial services for up to 60 days during a 
spel ofjfl~~; omehealth services for to 100 visitsB) up 
durng ear(wthout regard or not thecaenar 	 to whether 

indvidalas eenin hopitl)and (C) medical and other 
health services furnished byapoier of services (or by others 
under arrangements with te) 
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Section 1832(b) contains a cross reference to the definitions of 
"spell of illness", "medical and other health services", and other 
terms used in part B which are found in section 1861. 

SECTION 1833. PAYMENT OF BENEFITS 

Section 1833(a) provides that payment will be made from the 
Federal Supplementary Health Insurance Benefits Trust Fund, in the 
case of each individual covered under the insurance program estab
lished by part B who incurs expenses for services, for 80 percent of the 
reasonable charges for physicians' services and for medical and other 
health services described in 1832(a) (1), and for 80 percent of the 
reasonable cost (as det~ermined under section 1861(v)) of inpatient
psychiatric hospital services, home health services, and medical and 
other health services described in section 1832 (a) (2).

Section 1833(b) provides that, before any payment is made by the 
program for covered expenses incurred by an individual during any
calendar year, the individual must meet a deductible of $50. How
ever, the deductible for any year will be reduced by the amount of 
any expenses which the individual incurred in the last 3 months of the 
preceding calendar year and which were applied toward the $50 
deductible in such preceding year.

Section 1833(c) provides that (notwithstanding any other provision
of part B) expenses incurred in any calendar year for the treatment 
of mental, psychoneurotic, and personality disorders of an individual 
who is not an inpatient of a hospital at the time will be considered 
as incurred expenses for purposes of section 1833 (a) and (b) only to 
the extent of $312.50 or 62% percent of the expenses, whichever is 
smaller. W'hen the 80-percent coinsurance under section 1833 (a) is 
applied to these limits, the actual dollar amount which. can be paid
under part B for such outpatient psychiatric expenses is $250 -or 50 
percent of the charges, whichever is less (subject to the deductible 
under section 1833(b) unless other expenses have been used to 
satisfy it). 

Section 1833(d) provides that expenses for whole blood furnished 
during a spell of illness to an individual in a hospital will be considered 
as incurred expenses for purposes of section 1833 (a) and (b) only if 
he has already received 3 pints of whole blood during the same spell.

Section 1833(e) provides that payment may not be made under 
part B for services furnished an individual if such individual is entitled 
(or would be entitled except that the expenses involved were used in 
satisfying a deductible) to have payment made for those services under 
part A. 

Section 1833(f) provides that no payment will be made under 
part B unless the information, necessary to determine the amounts 

due has been furnished. 

SECTION 1834. DURATION OF SERVICES 

Paragraph (1) of section 1834(a) provides that payment may not 
be mader under, part B for inpatient psychiatric hospital services 
furnished an individual after such services have been furnished to him 
for 60 days during a spell of illness, and no payment may be made 
after these services have been furnished to him for a total of 180 days
during his lifetime. 
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Paragraph (2) of section 1834(a) provides that if an individual is 
an inpatient of a psychiatric hospital on the first day on which he is 
entitled to benefits under part B (which could be as early as July 1,
1966), the days on which he was an inpatient of such a hospital in the 
60-day period immediately before such first day are to be included in 
determining the 60-day limit under paragraph (1) but not in determin
ing the 180-day limit under such paragraph. For example, if an 
individual became covered under part Bon July 1, 1966, and had 
been in a psychiatric hospital since June 1, 1966, he would be covered 
for only his first 30 days as an inpatient of a psychiatric hospital in his 
spell of illness beginning July 1. However, the 30 days in June would 
not be counted toard his lifetime maximum of 180 days.

Section 1834(b) provides that payment may not be made under 
part B for home health services furnished an individual during any
calendar year after such services have been furnished to him for 100 
visits during the year. The charging of visits in connection with the 
provision of covered home health items and services for this purpose
is to be determined in accordance with regulations.

Section 1834(c) provides that inpatient psychiatric hospital services 
and home health services will be taken into account for purposes of the 
limits on duration of coverage prescribed in section 1834 (a) (1) and 
(b) only if payment under part B is made or would be made if the 
services had been furnished within such limits and the request and 
certification requirements described in section 1835(a) had been met 
for such services. 

SECTION 1835. PROCEDURE FOR PAYMENT OF CLAIMS OF PROVIDERS 
OF SERVICES 

Section 1835 (a) provides that payment for the services described in 
section 1832 (a) (2) (inpatient psychiatric hospital services, home 
health services, and medical and other health services) may be made 
only toproviders of services which have an agreement with the Secre

tar uner 866andonl ifthe requirements of section 1835 (a)ecton 
wit repec toreqest an cetfctions, are satisfied. 

Pargrah o 185 (a) requires that a written request() setio 
(sigedy te iniviualwhoreceived the services or by another 

person when iti mrciable for him to do so) be filed for such 
payment underrgltosissued by the Secretary.

Paragraph () ofscin1835 (a) requires that a physician certify
(and recerti~fy, insuch cases and as often atid with such supporting
material as may be provided in regulations, but in any event before 
the 21st day in the case of inpatient psychiatric hospital services 
received during a continuous period) that

(A) in the case of inpatient psychiatric hospital services, the 
services were required to be given on an inpatient basis for psy
chiatric treatment by or under the supervision of a physician and 
such treatment could reasonably be expected to improve the 
condition, or inpatient diagnostic study was medically required;

(B) in 'the case of home health services, the services were 
required because the individual was confined to his home (except
when receiving services referred to in sec. 186 1(m)(7)) and 
needed intermittent skilled nursing care, or physical or speech
therapy, and the services were furnished while the individual is 
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or was under the care of a physician and under a plan established 
and reviewed periodically by a physician; or 

(C) in the case of medical and other health services, the 
services were medically required. 

Under the last sentence of section 1835(a), to the extent provided 
by regulations, the certification and recertification requirements of 
paragraph (2) will be deemed satisfied where a physician makes the 
certification or recertification at a date later than the day it was 
required under paragraph (2);' if it is accompanied by such medical 
or other evidence as may be required by reualations. 

Paragraph (3) of section 18a5(a) provides that, in the case of 
inpatient psychiatric hospital services, payment may be made only 
if the services are those which the records of the hospital indicate were 
furnished during periods when the individual was receiving intensive 
treatment services, services necessary for a diagnostic study, or 
equivalent services. 

Paragraph (4) of section 1835(a) provides that payment may not 
be made for inpatient psychiatric hospital services furnished an indi
vidual after the 20th day of a continuous stay if the Secretary, before 
such individual's admission to the hospital, has rendered an adverse 
decision under section. 1866(d) after finding that the hospital is not 
making utilization reviews of long-stay cases. 

Paragraph (5) of section 1835(a) provides that payment may not 
be made for inpatient psychiatric hospital services furnished an 
individual during a continuous period after a finding (as described 
in section 1861(k) (4)) by the physician members of the appropriate 
utilization review committee that further inpatient psychiatric hospital
services are medically unnecessary. If such a finding has been made, 
payment may be made for services furnished through the 3d day 
after the day the notice of such finding is received by the hospital. 

Section 1835(b) provides that no payment is to be made under 
part B to a Federal provider of services unless the Secretary determines 
that the provider is furnishing services tLo the public generally as a 
community institution or agency (St. Elizabeths Hospital in Wash
ington, D.C., for example). Payment may~not be made to any 
provider for any item or service which it IS required to render at 
public expense under a law of or contract with the United States. 

Section 1835(c) provides that if a psychiatric hospital has acted 
reasonably and in good faith in assuming that an individual was 
entitled to benefits under part B, the hospital can receive payment 

forinptiet osptalsevices furnished to the individual, even 
thoghe s nt etiledtohave such payment made, prior to notifi
catonromtheSecetay tat the individual is not so entitled. How-
eve, tis wolda pply only if such payment is precludedrovsio 

soll because the individual has used up his 60 days of entitlement in 
the sell of illness; and no payment may be made unless the hospital 
refuns any payment already received from the individual or on his 
behl with respect to the services involved. In any event, payment 
may not be made under this provision for services furnished an 
individual after the 6th elapsed day after the day of his admission to 
the hospital (not counting Saturday, Sunday, or a legal holiday as 
an elapsed day). Payment to the hospital under section 1835(c) 
would constitute an overpayment to the individual (and could be 
recovered) under section 1870. 

45-3990O85--5--ll 
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SECTION 1836. ELiGIBLE INDIVIDUALS 

Section 1836 provides that every individual who has attained the 
age of 65 and is a resident of the United States, and is either a citizen 
or an alien lawfully admitted for permanent residence, is eligible to 
enroll in the insurance program. established by part B. (However, 
seC. 104 (b) (2) of the bil provides that a person convicted of certain 
offenses related to the national security may not enroll under pt. B.) 

SECTION 1837. ENROLLMENT PERIODS 

Section 1837 (a) provides that an individual may enroll in the insur
ance program established by part B only in such manner and form as 
may be prescribed in regulations, and only during an enrollment 
period described in section 1837. 

Paragraph (1) of section 1837(b) provides that no individual may 
enroll for the first time under part B more than 3 years after the close 
of the first enrollment period during which he could have enrolled. 

Paragraph (2) of section 1837(h) provides that an individual whose 
enrollment under part B has terminated may not enroll for a second 
time unless he does so in a general enrollment period (as provided in 
section 1837(e)) which begins within 3 years after the effective date of 
such termination. No individual may enroll under part B more than 
twice. 

Section 1837(c) provides that the initial general enrollment period 
is to begin on the first day of the second month which begins after the 
date of enactment of the bill and is to end on March 31, 1966. This 
initial general enrollment period is open to individuals who meet the 
eligibility requirements of section 1836 before January 1, 1966. 

Section 1837(d) provides that the initial enrollment period for an 
individual who first meets the eligibility requirements of section 1836 
on or after January 1, 1966, is to begin on the first day of the third 
month before the month in which he first meets the eligibility require
ments and is to end 7 months later. For example, if a resident citizen 
becomes 65 in April 1967, his enrollment period begins with January
1, 1967, and ends with July 31, 1967. 

Section 1837(e) provides that there is to be a general enrollment 
period from October 1 to December 31 of each odd-numbered year
beginning with 1967. 

SECTION 1838. COVERAGE PERIOD 

Section 1838(a) provides that an individual's coverage period (the
period during which he is entitled to benefits under the insurance 
program established by part B and the period for which premiums 
are due) will begin on July 1, 1966, or on the first day of the third 
month following the month in which he enrolls in his initial enrollment 
period pursuant to section 1837(d), or on the July 1 following the 
month in which he enrolls in a general enrollment period pursuant to 
section 1837(e), whichever is the latest. 

Section 1838(b) provides that an individual's coverage period will 
continue until his enrollment has been terminated (1) by the filing of 
notice, during a general enrollment period, that he no longer wishes to 
participate in the program, or (2) for nonpayment of premiums. The 
termination of a coverage period by the filing of such a notice will take 
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effect at the close of December 31 of the year in which the notice is 
filed; a termination for nonpayment of premiums will take effect on a 
date determined under regulations, which may provide a grace period
of up to 90 days during which overdue premiums may be paid and the 
coverage period continued. 

Section 1838(c) provides that payment may be made under part B 
only for expenses incurred by an individual during his coverage period. 

SECTION 1839. AMOUNTS OF PREMIUMS 

Section 1839(a) provides that the monthly premium for each indi
vidual enrolled under part B for each month before 1968 is to be $3. 

Paragraph (1) of section 1839(b) provides that for each month after 
1967 the amount of the monthly premium of each individual enrolled 
under part B will be determined under paragraph (2). 

Paragraph (2) of section 1839(b) provides that the Secretary, be
tween July 1 and October 1 of 1967 and of each odd-numbered year
thereafter, will determine and promulgate the dollar amount which is 
to be applicable for premiums for months occurring in the 2 succeed
ing calendar years. Such dollar amount will be the amount the Secre
tary estimates to be necessary so that the aggregate premiums for 
such 2 succeeding calendar years will equal one-half of the benefits 
and administrative costs which he estimates will be payable from the 
Federal Supplementary Health Insurance Benefits Trust Fund for the 
2 succeeding years. In estimating aggregate benefits payable for any 
period, the Secretary will include an appropriate amount for a con
tingency margin. 

Section 1839(c) provides that in the case of an individual whose 
coverag period begins pursuant to an enrollment after his initial en
rollmengt period (as determined by sec. 1837 (c) or (d)), the monthly
premium determined under section 1839(b) will be increased by 10 
percent of the monthly premium so determined for each full 12 months 
in which he could have been but was not enrolled. For these pur
poses there will be taken into account (1) the months which elapsed 

between the close of his initial enrollment period and the close of the 
enrollment period in which he enrolled, plus (in the case of an indi
vidual who enrolls for a second time) (2) the months which elapsed 
between the date of the termination of his first coverage period and the 
close of the enrollment period in which he enrolled for the second time. 

Section 1839(d) provides that if any monthly premium determined 
under the preceding provisions of section 1839 is not a multiple of 10 
cents, it is to be rounded to the nearest multiple of 10 cents. 

SECTION 1840. PAYMENT OF PREMIUMS 

Paragraph (1)of section 1840(a) provides that-the monthly premium
of an individual who is entitled to monthly social security benefits 
under section 202 is to be collected (except as provided in subsec. (d))
by deducting the .premium from the amount of such benefits. The 
deductions called for under this paragraph will be made in accordance 
with regulations of the Secretary.

Paragraph (2) of section 1840(a) provides that the Secretary of the 
Treasury is to transfer periodically from the Federal Old- eoand 
Survivors Insurance Trust Fund, and from the Federal Disability 
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Insurance Trust Fund (for example, for premiums deducted in the 
case of a woman aged 65 or over entitled to benefits as the wife of a 
disability beneficiary under age 65), to the Federal Supplementary 
Health Insurance Benefits Trust Fund, the total amount deducted 
under paragraph (1). Such transfers are to be made on the basis of 
certifications by the Secretary of Health, Education, and Welfare and 
will be adjusted to the extent that prior transfers were too great or 
too small. 

Paragraph (1) of section 1840(b) provides that the monthly pre
mium of an individual who is entitled to receive an annuity or pension
for a month under the Railroad Retirement Act of 1937 is to be 
collected (except as provided in subsec. (d)) by deducting the premium
from such annuity or pension. The deductions called for under this 
paragraph will be made in accordance with regulations of the Secretary
(prescribed after consultation with the Railroad Retirement Board).

Paragraph (2) of section 1840(b) provides that the Secretary of the 
Treasury is to transfer periodically from the Railroad Retirement 
Account to the Federal Supplementary Health Insurance Benefits 
Trust Fund the total amount deducted under paragraph (1). Such 
transfers are to be made on the basis of certifications by the Railroad 
Retirement Board and will be adjusted to the extent that prior trans
fers were too great or too small. 

Section 1840(c) provides that if an individual is entitled both to 
monthly social security benefits under section 202 and to an annuity 
or pension under the Railroad Retirement Act of 1937 at the time he 
enrolls undei part B, or if he becomes simultaneously entitled both to 
such benefits and such annuity or pension after he enrolls, section 
1840(a) will apply (i.e., the deduction for premiums will be made from 
his social security benefits); except that in the latter case, if the first 
month for which he was entitled to social security benefits was later 
than the first month for which he was entitled to a railroad retirement 
annuity or pension, then section 1840(b) will apply (i.e., the deduction 
for premiums will continue to be made from such annuity or pension). 

Section 1840(d) provides that if an individual estimates that the 
amount which will be available for deduction under section 1840 (a) 
or (b) for any premium payment period will be less than the amount 
of the monthly premiums during that period, so that his premiums
could not be deducted from his benefits on a month-to-month basis, 
he ma y (under regulations) pay to the Secretary such portion of the 
monthly premiums for such period as he desires. For example, if an 
,individual has earnings such that under the retirement test no cash 
social security benefits are payable to him during a year, he can pay
his premiums over the course of the -year (in accordance with regula
tions) rather than having them collected from future benefits. 

Section 1840(e) provides that for an individual who participates in 
the insurance program established by part B but to whom neither 
section 1840(a) nor 1840(b) applies (i.e., who is neither a social 
security nor a railroad retirement beneficiary), the premiums are to be 
paid to the Secretary at such times and in such manner as may be 
prescribed by regulations. 

Section 1840(f) provides that amounts paid to the Secretary under 
section 1840 (d) or (e) are to be deposited mn the Treasury to the credit 
of the Federal Supplementary Health 'Insurance Benefits Trust 
Fund. 
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Section 1840(g) provides that the premiums for an individual 
enrolled under part B will be payable for the period commencing with 
the first month of his coverage period and ending with the month in 
which he dies or, if earlier, in which his coverage period ends. 

SECTION 1841. FEDERAL SUPPLEMENTARY HEALTH INSURANCE BENEFITS 
TRUST FUND 

Section 1841(a) creates the Federal Supplementary Health In
surance Benefits Trust Fund, which will consist of amounts deposited
in or appropriated to it as provided in part B. 

Section 1841(b) creates the Board of Trustees of the Trust Fund, 
which is to meet at least once each calendar year and will be composed
of the Secretary of the Treasury, the Secretary of Labor, and the 
Secretary of Health, Education, and Welfare. The Secretary of the 
Treasury will be the Managing Trustee of the Board of Trustees, and 
the Commissioner of Social Security will serve as the Secretary of the 
Board. The Board of Trustees will (1) hold the Trust Fund; (2) re
port to the Congress by March 1 of each year on the operation and 
status of the Trust Fund for the preceding fiscal year 'and on its 
expected operation and status during the current fiscal year and the 
next 2 fiscal years; (3) report immediately to the Congress whenever 
the Board believes that the amount of the Trust Fund is unduly small; 
and (4) review the general policies followed in managing the Trust 
Fund and recommend changes therein, including necessary changes in 
the provisions of the law which govern the way in which the Trust 
Fund is to be managed. The report on the status and operation of the 
Trust Fund is to include a statement of the assets of and disbursements 
from the Fund during the preceding year, an estimate of income and 
disbursements during the current fiscal year and each of the next 2 
-fiscalyears, and a statement of the actuarial status of the Trust Fund, 
and is to be printed as a House document of the session of the Congress 
to which the report is made. 

Section 1841 (c) provides that it is the duty of the Managing Trustee 
to invest the portion of the Trust Fund which, in his judgment, is 
not required to meet current withdrawals. These investments may
be made only in interest-bearing obligations of the United States or 
in obligations guaranteed as to both principal and interest by the 
United States. They may be acquired on original issue-at the issue 

ric or by purchase of outstanding obligations at the market price. 
heecond Liberty Bond Act is extended to authorize the issuance 

at par, for purchase by the Trust Fund, of public-debt obligations 
having maturities fixed with due regard for the needs of the Trust 
Fund and bearing interest at a rate equal to the average market yield 
on all marketabl interest-bearing obligations of the United States 
which are a part of the public debt at the end of the calendar month 
preceding the date of issue and which. are not due or callable until 
after 4 years from such month. If the average market yield is not 
a multiple of one-eighth of 1 percent, the rate of interest will be 
the multiple of one-eighth of 1 percent nearest the market yield. 
Other interest-bearing obligations of the United States or obligations
guaranteed by the United States may be purchased by the Managing
Trustee only when he determines it is in the public interest. 
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Section 1841 (d) provides that any obligations acquired by the Trust 
Fund may be sold by the Managing Trustee at the market price, 
except public-debt obligations issued exclusively to the Trust Fund, 
which may be redeemed at par plus accrued interest. 

Section 1841(e) provides that the interest on and proceeds from 
the sale of any obligations held in the Trust Fund will be credited 
to and form a part of the Fund. 

Section 1841(f) provides for the transfer at least once each fiscal 
year to the Trust Fund, from the Federal Old-Age and Survivors 

Inisurance Trust Fund and the Federal Disability Insurance Trust 
Fund, of amounts equal to the amounts certified by the Secretary of 
Health, Education, and Welfare as overpayments under section 
1870(b). It also provides for the transfer at least once each fiscal 
year to the Trust Fund from the Railroad Retirement Account of 
amounts equal to the amounts certified by the Secretary as overpay
ments to the Railroad Retirement Board under section 1870(b).
These amounts represent the overpayments which are to be collected 
by reducing the cash monthly benefits payable to (or on the wage
record of) the individual involved under title II of the Social Security
Act or under the Railroad Retirement Act of 1937. 

Section 1841(g) provides that the Managing Trustee will also 
pay from time to time from the Trust Fund such amounts as the 

Secretary of Health, Education, and Welfare certifies are necessary to 
to make the payments provided for by part B and the payments for 
administrative expenses in accordance with section 201 (g)(l) of the 
Act. 

SECTION 1842. USE OF CARRIERS FOR ADMINISTRATION OF BENEFITS 

Section 1842(a) provides that in order to carry out the administra
tion of the voluntary health 'insurance program established by part B,
the Secretary to the extent possible will enter into contracts with 
carriers which will undertake to perform the functions specified 'in 
section 1842(a) or, to the extent provided in the contracts, to secure 
performance of such functions by other organizations.

Paragraph (1) Qf section 1842a) provides that the carriers under 
contract (or such other organizations) will (A) make determinations 
of the rates and amounts of payments required pursuant to part B 
to be made to providers of services and other persons on a reasonable 
cost or reasonable charge basis, whichever applies; (B) receive, dis
burse, and account for funds in making such payments; and (C) make 
audits of the records of providers of services necessary to assure that 
proper payments are made to them under part B. 

Paragraph (2) of section 1842(a) provides that the carriers will 
determine compliance with the requirements of section 1861(k) as to 
utilization review, and assist providers and other persons who furnish 
services for which payment may be made under part B in the develop
ment of procedures relating to utilization practices, make studies of 
the effectiveness of utilization procedures, assist in the application of 
safeguards against unnecessary utilization of services furnished by
providers and other persons to individuals entitled to benefits under 
part B, and provide procedures for and assist in arranging, where 
necessary, the establishment of groups outside hospitals (meeting the 
reciuirements of section 1861(k) (2)) to make reviews of utilization. 



SOCIAL SECURITY AMENDMENTS OF 1965 159 

Paragraph (3) of section 1842 (a) provides that the carriers will serve 
as a channel of communication of information relating to the admnin
istration of the voluntary health insurance program under part B. 

Paragraph (4) of section 1842(a) provides that the carriers will 
assist in discharging other necessary administrative duties, as may be 
provided in the contract. 

Paragraph (1) of section 1842(b) provides that contracts with 
carriers under subsection (a) may be entered into without regard to 
section 3709 of the Revised Statutes or any other provision of law 
requiring competitive bidding.

Paragraph (2) of section 1842(b) provides that the Secretary is 
not to enter into a contract with a carrier unless he finds that the 
carrier will perform its obligations under the contract efficiently and 
effectively and will meet such requirements relating to financial 
responsibility, legal authority, and other matters as he finds pertinent.

Paragraph (3) of section 1842(b) provides that each contract must 
provide that the carrier will

(A) -take necessary action to assure that, where payment
under part B for a service is on a cost basis, the cost is reasonable 
cost (as determined under sec. 1861 (v));

(B) take necessary action to assure that, where payment under 
part B for a service is on a charge basis, such chiarge will be 
reasonable and not higher than the charge applicable, for a 
comparable service and under comparable circumstances, to the 
policyholders and subscribers of the carrier, and such payment
will be made on the basis of a receipted bill, or on the basis of 
an assignment under which the reasonable charge is the full 
charg for the service;

(C) establish and maintain procedures under which an indi
vidual enrolled under part B will be entitled to a fair hearing 
by the carrier when request for payment is denied or is not 
acted upon with reasonable promptness or when the amount of 
payment is in controversy;

(D) furnish to the Secretary such timely information and 
reports as may be necessary for the Secretary to perform his 
functions under part B; and 

(E) maintain and afford access to whatever records the Secre
tary finds necessary to assure the correctness and verification of 
the information and reports under subparagraph (D), and other
wise to carry out the purposes of part B 

Each contract shall also contain such other terms and conditions 
consistent with section 1842 as the Secretary may find necessary or 
appropriate.. 

Paragraph (4) of section 1842(b) provides that each contract must 
be for the term of at least 1 year, and may be made automatically 
renewable unless either party provides notice of intent to terminate 
the contract at the end of its current term. However, the Secretary 
may terminate any such contract at any time (after such reasonable 
notice and opportunity for hearing to the carrier as he may provide
in regulations) if he finds that the carrier has failed substantially to 
carry out the contract or is carrigit out in a manner inconsistent 
with the efficient and effective admingistration of the insurance program
established by part B. 
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Section 1842(c) provides that -each contract is to provide for ad
vances of funds to the carrier for the making of payments by it 
under part B, and for payment of the necessary and proper adminis
trative costs of the carrier. 

Section 1842(d) provides that any contract may require a carrier or 
any Of its officers or employees certifying payments or disbursing funds 
pursuant to the contract, or otherwise participating in caryng out the 
contract, to give surety bond to the United States in suchpamount as 
the Secretary may deem appropriate.

Paragraph (1) of section 1842(e) provides that no individual 
designated pursuant to a contract as a certifying officer will, in the 
absence of gross negligence or intent to defraud the United States, be 
liable for any payments incorrectly certified by him. 

Paragraph (2) of section 1842(e) provides a similar immunity for 
disbursing officers who make an incorrect payment based upon a 
voucher signed by a certifying officer designated as provided in 
paragraph (1).

Section 1842(f) provides that, for purposes of part B, the term 
"icarrier"~means (1) with respect to providers of services and other 
persons, a voluntary association, corporation, or partnership, or other 
nongovernmental organization which is lawfully engaged in providing,
paying for, or reimbursing the cost of health services under group
insurance policies or contracts, medical or hospital service agreements, 
mnembership or subscription contracts, or similar group arrangements,
in consideration of premiums or other periodic charges payable to the 
carrier, including a health benefits plan duly sponsored or under
written by an employee organization; and (2) with respect to pro
viders of services only, any agency or organization (not described in 
(1)) with which an agreement is in effect under section 1816. 

SECTION 1843. STATE AGREEMENTS FOR COVERAGE OF ELIGIBLE INDI
VIDUALS WHO ARE RECEIVING MONEY PAYMENTS UNDER PUBLIC 
ASSISTANCE PROGRAMS 

Section 1843(a) provides that the Secretary, at the request of a 
State made before July 1, 1967, will enter into an agreement with 
such State to provide coverage under part B for all eligible individuals 
who are in a coverage group elected by the State from the two groups 
described in section 1843 (b). (For definition of "eligible individual"s 
see section 1836, discussed above.) 

Section 1843(b) provides that the agreement entered into with any 
State under section 1843(a) may be applicable to either of the follow
ing groups: (1) aged recipients of money payments under a plan
of the State approved under title I or XVI, or (2) aged recipients of 
money payments under all of the plans of the State approved under 
titles I, IV, X, XIV, and XVI. However, neither group may include 
any individual entitled to monthly OASDI benefits or entitled to 
receive an annuity or pension under the Railroad Retirement Act 
.of 1937. 

Section 1843(c) provides that, for purposes of section 1843, coverage
under the agreement may be provided only for an individual who is 
an eligible individual (as described above) on the date the agreement 
is entered into or who becomes an eligible individual in the period
between the date of the agreement and July 1, 1967. He will be 
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treated as. a money payment recipient if he receives a money payment 
for the .mornth in which the agreement is entered into or any month 
between such month and July 1967. 

Section 1843(d) provides that in the case of any individual enrolled 
pursuant to an agreement under.-section 1843

(1) the monthly premium to be paid by. the State is to be 
determined under section 1839 (without any increase under 
subsec. (c) thereof); 

(2) his coverage period will begin either on July 1, 1966, on 
the first day of the third month following the month in which the 
State agreement is entered into, on the first day of the first 
month in which he is both an eligible individual and a member of 
the coverage group specified in the agreement, or on a date (not 
later than July 1, 1967) specified in the agreement, whichever is 
the latest; and 

(3) his coverage period will end on either the last day of the 
month in which he is determined by the State to have become 
ineligible for the money payments specified in the agreement, 
or the last day of the month before the first month for which he 
becomes entitled to monthly benefits under title II or to an 
annuity or pension under the Railroad Retirement Act of 1937. 

Section 1843(e) provides that any individual whose coverage period 
attributable to the State agreement is terminated (as described in 
sec. 1843 (d) (3)) will be deemed for purposes of part B (including the 
continuation of his coverage period) to have enrolled under section 
1837 in the initial general enrollment period (ending March 31, 1966)
provided by section 1837(c). 

Section 1843(f) provides that with respect to individuals r ceiving 
money payments under a State plan approved under title I, IV, 
XIV, or XVI, if the agreement so provides, the term "carrier" as 
defined in section 1842(f) also includes the State agency specified in 
the agreement which administers or supervises the administration of 
the State plan approved under title I, XVI, or XIX. Thus, a State 
agency which meets the definition of "carrier" under section 1843 (f) 
could be considered a carrier with respect to all individuals receiving 
the specified money payments (including those who are not eligible 
to be in the coverage group as defined in sec. 1843(b) because they are 
entitled to monthly social~security benefits or a pension or annuity
under the railroad retirement system). The agreement with the State 
will also contain provisions to facilitate the financial transactions of 
the State and the carrier relating to deductions and coinsurance, in 
the interest of economy and efficiency of operation, with respect to 
individuals receiving money payments under the State's plans ap
proved under titles I, IV, X, XIV, and XVI. 

SECTION 1844. APPROPRIATIONS TO COVER GOVERNMENT CONTRIBUTIONS 

AND CONTINGENCY RESERVE 

Section 1844(a) authorizes the appropriation from time to time of 
a Government contribution, equal to the total premiums pyable by 
individuals who have enrolled under part B, from the Tr~easury to 
the Federal Supplementary Health Insurance Benefits Trust Fund. 

Section 1844(b) provides that in order to assure prompt payment 
of benefits and administrative expenses under part B during the early 
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months of the program, and to provide a contingency reserve, there is 
also authorize Tto be appropriated during the fiscal year ending June 
30, 1966, for repayable advances (without interest) to the Trust Fund, 
an amount (to remain available through the next fiscal year) equal to 
$18 multiplied by the number of individuals (as estimated by the 
Secretary) who could be covered in July 1966 by the insurance pro
gram established by part B if they had theretofore enrolled. 

PART C-MISCELLANEOUS PROVISIONS 

SECTION 1861. DEFINITIONS OF SERVICES, INSTITUTIONS, ETC. 

Section 1861 defines, for purposes of both part A and part B, the 
terms used in the new title XV11I. 
Spell of 'Lllfl555 

Section 1861(a) defines the term "spell of illness" to mean a period
of consecutive days (1) beginning with the first day (not included in a 
previous spell) on which the individual is furnished inpatient hospital 
or extended care services and which occurs in a month for which he is 
entitled to benefits under part A or B, and (2) ending with the close 
of the first period of 60 consecutive days thereafter throughout which 
he is neither an inpatient of a hospital nor an inpatient of an extended 
care facility. (For special definitions of "hospital" and "extended 
care facilty" for purposes of sec. 1861 (a)(2), see discussion of secs. 
1861(e) an 18601(j) below.) 
*Inpatienthospital services 

Section 1861(b) defines the term "inpatient hospital services" to 
mean the following items and services furnished to an inpatient of a 
hospital (and furnished by the hospital, except as provided in item 
(3)): (1) bed and board; (2) such nursing services, use of hospital
facilities, medical social services, and drugs, biologicals, supplies,
appliances, and equipment for use in the hospital as are ordinarily
furnished by such hospital for the care and treatment of inpatients;
(3) other diagnostic or therapeutic items or services ordinarily fur
nished by the hospital or by others under arrangements made by the 
hospital. Excluded from the term "inpatient hospital services" are 
the services of a private-duty nurse or attendant and medical or 
surgical services provided by a physician, resident, or intern; except
that services of a resident-in-training or intern provided under a 
teaching program approved by the American Medical Association or 
the American~Osteopathic Association are included in the term. 
Inpatient psychiatric hospital services 

Section 1861(c) defines the term "inpatient psychiatric hospital
services" to mean inpatient hospital services furnished to an inpatient
of a psychiatric hospital. 
Inpatienttuberculosis hospital services 

Section 1861(d) defines the term "inpatient tuberculosis hospital
services" to mean inpatient hospital services furnished to an inpatient
of a tuberculosis hospital. 
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Hospital 
Section 1861(e) defines the term "hospital" to mean in general an 

institution which (1) is primarily enggd in providing diagnostic
and therapeutic services for media diagnos, treatment, and care, 
or rehabilitation services for injlured, disald or sick persons; 
(2) maintains clinical records on all patients (3) has bylaws in effect 
with respect to its staff of physicians; (4) reursthat every patient
be under the care of a physician; (5) provide 24-hour nursing service 
rendered by or under the supervision of a registered nurse; (6) has in 
effect a hospital utilization review plan satisfying section 1861 (k);
(7) is licensed (or meets standards of licensing) pursuant to State or 
local law; and (8) meets such other requirements as the Secretary finds 
necessary in the interest of health and safety (except that these re
quirements may not be higher than the comparable requirements
prescribed for accreditation of hospitals by the Joint Commission on 
Accreditation of Hospitals).

For the specific purpose of determining how long an individual is 
out of a hospital in order to establish when a spell of illness ends, an 
institution satisfying item (1) of the definition is a "hospital." In 
determining whether emergency hospital services are covered under 
section 1814(d), and for purposes of describing the institution from 
which an individual must be transferred in order to be eligible for 
post-hospital extended care or post-hospital home health services, an 
mnstitutLion satisfying items (1), (2), (3), (4), (5), and (7) of the defini
tion is a "hospital." The term "hospital" does not (except for 
purposes of determining when a spell of illness ends) includa any
institution which is primarily for the care and treatment of mental 
diseases or tuberculosis, except that for purposes of part A the term 
includes a tuberculosis hospital as defined in section 1861(g) and for 
purposes of part B the term includes a psychiatric hospital as defined 
in section 1861(f). The term also includes a Christian Science sana
torium operated or listed and certified by the First Church of Christ 
Scientist, Boston, Mass., but payment may be made with respect to 
service prvded by or in such a sanatorium only to such extent and 
under such conditions, limitations, and requirements (in addition to or 
in lieu of those otherwise applicable) as may be provided in regulations. 
Psychiatrichospital 

Section 1861(f) defines the term "psychiatric hospital" to mean an 
institution which (1) is primarily engaged in providing, by or under 
the supervision of a physician, psychiatric services for the diagnosis
and treatment of mentally ill persons; (2) satisfies the requirements
prescribed for hospitals under items (3) through (8) of section 1861 (e); 
(3) maintains clinical records on all patients -and maintains such 
records as the Secretary finds to be necessary to determine the 
degree and intensity of the -treatment provided to individuals enrolled 
under the insurance program established by part B; (4) meets such 
staffing requirements as the Secretary finds necessary for the institu
tion to carry out an active program of treatment for individuals who 
are furnished services in the institution; and (5) is accredited by the 
Joint Commission on Accreditation of Hospitals. If an institution 
satisfies requirements (1) and (2) and contains a distinct part
which also satisfies requirements (3) and (4), the distinct part will 
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be considered to be a "psychiatric hospital" if the institution is 
accredited by the Joint Commission on Accreditation of Hospitals or 
the distinct part satisfies requirements equivalent to the accredita
tion requirements of the Joint Commission as determined by the 
Secretary. 
Tuberculosis hospital 

Section 1861(g) defines the term "tuberculosis hospital" to mean 
an institution which (1) is primarily engaged in providing, by or under 
the supervision of a physician, medicali services for the diagnosis and 
treatment of tuberculosis; (2) satisfies the requirements prescribed for 
hospitals under items (3) through (8) of section 1861 (e) ; (3) maintains 
clinical records on all patients and maintains such records as the 
Secretary finds to be necessary to determine the degree and intensity
of the treatment provided to individuals covered under the insur
ance program established by part A; (4) meets such staffing require
ments as the Secretary may find necessary for the institution to carry 
out an active program of treatment for individuals who are furnished 
services in the institution; and (5) is accredited by the Joint Com
mission on Accreditation of Hospitals. If an institution satisfies 
requirements (1) and (2) and contains a distinct part which also 
satisfies requirements (3) and (4), the distinct part will be considered 
to be a "tuberculosis hospital" if the institution is accredited by the 
Joint Commission on Accreditation of Hospitals or the distinct 
part satisfies requirements equivalent to the accreditation require
ments of the Joint Commission as determined by the Secretary. 
Extended care serVices 

Section 1861(h) defines the term "extended care services" to mean 
the following items and services furnished to an inpatient of an ex
tended care facility (and furnished by such facility except as provided
in items (3) and (6)):_ (1) nursing care furnished b~or uinder the super
vision of a registered nurse; (2) bed and board; (3) physical, occupa
tional, or speech therapy furnished by the facility or others under 
arrangements with them; (4) medical social services; (5) such drugs,
biologicals, supplies, appliances, and equipment as are ordinarily fur
nished by the facility for care and treatment of inpatients; (6) medical 
services of interns and residents-in-training under an approved teach
ing program of a hospital with which such facility has in effect a trans
fer agreement and certain other services provided by such a hospital;
and (7) such other health services as are generally provided by ex
tended care facilities. Any service which would not be covered 
if furnished to an inpatient of a hospital is excluded. 
Post-hospitalextended care services 

Section 1861 (i) defines the term "post-hospital extended care serv
ices" to mean extended care services (as defined in sec. 1861 (h))
furnished an individual after transfer from a hospital of which he was 
an inpatient for not less than 3 consecutive days before his discharge.
Items and services will be deemed to have been furnished to an indi
vidual after transfer from a hospital, and he will be deemed to have 
been an inpatient of the hospital immediately before transfer, if he is 
admitted to the extended care facility within 14 days after discharge
from such hospital. An individual will be deemed not to' have been 
discharged from an extended care facility if he is readmitted to such 
facility within 14 days after discharge therefrom. 
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Extended carefacility 
Section 1861 (j) defines the term "extended care facility" to mean 

an institution (or a distinct part thereof) which has a transfer agree
ment with one or more participating hospitals (as described in sec. 
1861 (1)) and which (1) is primarily engaged in providing to inpatients
skilled nursing care and related services, or rehabilitation services;
(2) has policies which are developed with the advice of and periodically
reviewed by a professional group (including at least one physician and 
at least one registered nurse) to govern the services it provides; (3)
has a physician, registered nurse, or medical staff responsible for the 
execution of such policies; (4) requires that the health care of each 
patient be under the supervision of a physician and provides for having 
a physician available to furnish necessary emergency medical care;
(5) maintains clinical records on all patients; (6) provides 24-hour 
.nursing services sufficient to meet needs in accordance with facility
policies and has at least one rregistered professional nurse employed
full time; (7) provides appropriate methods for dispensing and admin
istering drugs and biologicals; (8) has in effect a utilization review 
plan satisfying section 1861 (k); (9) is licensed (or meets the standards 
for licensing) pursuant to State or local law; and (10) meets such 
other conditions relating to health and safety or physical facilities a~s 
the Secretary may find necessary. The term "extended care facility"
does not include any institution which is primarily for the care and 
treatment of mental diseases or tuberculosis. For the specific purpose
of determining when a spell of illness ends (under sec. 1861 (a)(2)) the 
term includes any institution which satisfies item (1). 
Utilizationrev~iew, 

Section 1861 (k) provides that a utilization review plan of a hospital 
or extended care facility will be considered sufficient if it is applicable
to services furnished to individuals entitled to benefits under part
A or part B and if it provides (1) for the- review, on a sample or 
other basis, of admissions, duration of stays, and professional services 
from the standpoint of tmedical necessity and for the purpose of 
promoting the most efficient use of available health facilities and serv
ices; (2) for such review to be made by a staff committee of the in
stitution which includes two or more physicians, or by a similarly
composed group outside the institution which is established either by
the [ocal medisal society and some or all of the hospitals and extended 
care facilities -in the- locality or in some other manner which may be 

apoved by the Secretary; (3) for such review (in each case of a con
=iuus stay of extended duration in a hospital or extended care facil

ity) as of such days of such stay (which may be different for different 
classes of cases) as may be specified in regulations, with such review 
being made as promptly as possible -after each day specified 'in the 
regulations but no later than 1 week following that day; and (4)
for prompt notification to the institution, the individual, and his 
physician of. any finding. (which shall be made only after opportunity
for consultation has. been provided the physician) that further stay
in the institution -is not me~dically necessary. The utilization review 
pIan must provide for review-by a group outside the institution where,

because of its small size (or, in the case of an extended care facility,
because of lack of an organized medical staff), or for such other reasons 
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as may be included in regulations, it is impracticable for the institution 
to have a properly functioning staff committee. 
Agreements for transfer between extended care facilities and hospitals 

Section 1861(1) provides that a hospital and an extended care 
facility will be considered to have a transfer agreement if a written 
agreement between them (or a written undertaking by the person 
or body controlling them, in the case of institutions under common 
control) provides reasonable assurance that (1) there will be timely
transfer of patients between the institutions whenever it is determined 
medically appropriate by the attending physician; and (2) there will 
be tim ey transfer between the institutions of medical and other 
information needed for patients' care or for determining whether 
patients can be adequately cared for in some other way. Any 
extended care facility which does not have a transfer agreement in 
effect, but which is found by a State agency (with which an agreement 
under sec. 1864 is in effect) or by the Secretary (if there is no such 
agreement) to have attempted in good faith to enter into such an agree
ment with a hospital close enough to the facility to make transfer of 
patients and information between them feasible, will be considered 
to have a transfer agreement in effect if the agency (or the Secretary)
finds that to do so is in the public interest and essential to assuring 
extended care services for persons in the community who are eligible 
for benefits under title XVIII. 
Home, health services 

Section 1861(m) defines the term "home health services" to mean 
the following items and services furnished to an individual who is under 
the care of a physician, on a visiting basis in his residence (except as 
provided in item (7)), by a home health agency (or by others under 
arrangements with such agency) under a plan established and peri
odically reviewed by a physician: -(1) part-time or intermittent nursing 
care provided by or under the supervision of a registered nurse; (2)
physical, occupational, or speech therapy; (3) medical social services 
under the direction of a physician; (4) to* the extent permitted in 
regulations, part-time or intermittent home health aide services; (5)
medical supplies (other than drugs and biologicals) and the use of 
medical app*ances; (6) medical services of interns and residents-in
training under an approved teaching program of a hospital with which 
the agency is affiliated; and (7) any of the foregoing items and services 
which (A) are provided on an outpatient basis under arrangements 
made by the home health agency at a hospital or extended care 
facility, or at a rehabilitation center meeting such standards as may 
be prescribed in regulations, and (B) involve the use of equipment
of such nature that the items and services cannot readily be made 
available to the individual in his place of residence, or are furnished 
at such facility while he is there to receive any item or service involv
ing the use of such equipment (but excluding transportation of the 
individual in connection with such items or services). Any item or 
service which would not be covered if furnished to an inpatient of a 
hospital is excluded. 
Post-hospitalhome health services 

Section 1861(n) defines the term "post-hospital home health serv
ices"? to mean home health services (as defined in sec. 1861 (m)) which 
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(1) are furnished an individual within 1 year after his most recent dis
charge from a hospital of which he was an inpatient*for not less than 
3 consecutive days or (if later) within 1 year after his most recent 
discharge from an extended care facility of. which he was an inpatient 
entitled to benefits under part A, and (2) are covered by a plan 
(described above) established within 14 days after his discharge from 
the hospital or extended care facility. 
Home health agency 

Section 1861 (o) defines the term "home health agency" to mean a 
public agency or private organization (or a part of such agency or 

oraization) which (1) primaril poide skilled nursing or other 
thraeutic services; (2) has po lces established by a professional 
group (including at least one physician and at least one registered 
nurse-) to govern services, and provides for supervision of such services 
by a physician or a registere4 nurse; (3) maintains clinical records 
on all patients; (4) is licensed (or meets standards for licensing) 
pursuant to State or local law; and (5) meets other conditions found by 
the Secretary to be necessary for health and safety. The term does not 
include a private organization which is not a nonprofit organization 
exempt from Federal income taxation unless it is licensed pursuant to 
State law and meets such additional standards and requirements 
as may be prescribed by regulations. For purposes of part A, the term 
does not include any agency or organization which is primarily for the 
care and treatment of mental diseases. 
Outpatient hospital diagnosticservices 

Section 1861 (p) defines the term "outpatient hospital diagnostic 
services" to mean diagnostic services which are ordinarily furnished to 
outpatients for purposes of diagnostic study by the hospital or by 
others under arrangements made by the hospital, and which are fur
nished in facilities supervised by the hospital or its organized medical 
staff. The term excludes any services which would not be covered 
if furnished to an inpatient of a hospital. 
Physicians' services 

Section 1861(q) defines the term "physicians' services" to mean 
professional services performed by physicians, including surgery, 
consultation, and home, office, and institutional calls (but not services 
provided by an intern or resident-in-training under a teaching program 
approved as described in sec. 1861 (b)). 
Physician 

Section 1861(r) defines the term "physician" to mean an individual 
legally authorized by a State to practice medicine and surgery 
,(including osteopathy). 
Medical and other health services 

Section 1861 (s) defines the term "medical and other health services" 
to mean an y of the following items or services (unless such services are 
otherwise classified as inpatient hospital, extended care, home health, 
or physicians' services): (1) diagnostic X-ray and laboratory tests, 
electrocardiograms, basal metabolism readings, electroencephalograms, 
and other diagnostic tests; (2) X-ray, radium, and radioactive isotope 
therapy, including materials and services of technicians; (3) surgical 
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dressings, and splints, casts, and other devices used for reduction of 
fractures and dislocations; (4) rental of durable medical equipment,
including iron lungs, oxygen tents, hospital beds, and wheelchairs used 
in the patient's home (including an institution used as the patient's
home); (5) ambulance service where the use of other methods of 
transportation is contraindicated. by the individual's condition (but
only to the extent provided in regulations); (6) prosthetic devices 
(other than dental) which replac all or part of an internal body organ
(including replacement of such devices); and (7) leg, arm, back, and 
neck braces, and artificial legs, arms, and eyes (including replace
ments if required because the patient's physical condition changes). 
Drugs and biologicals 

Section 1861(t) defines the term "drugs" and the term "biologicals" 
to mean (except for purposes of the exclusion of drugs and biologicals
under home health services) those drugs and biologicals which are 
included in the United States Pharmacopoeia or the National Formu
lary, or in New Drugs or Accepted Dental Remedies (except for any
drugs and biologicals unfavorably evaluated therein), or which are 
approved by the pharmacy and drug therapeutics committee (or
equivalent committee) of the medical staff of the hospital furnishing 
them. 
Provider Of sertvice 

Section 1861 (u) defines the term "provider of services" to mean a 
hospital, extended care facility, or home health agency. 
Rea~soruzble cost 

Paragraph (1) of section 1861 (v) provides that the reasonable cost 
of any services is to be determined under regulations establishing the 
method or methods to be used, and the items to be included, in determ
ining such costs for various types or classes of institutions, agencies,
and services; except that in any case to which paragraph (2) or (3)
applies the amount of the payment determined under such paragraph
with respect to the services involved will be considered the reasonable 
cost of such services. In prescribing these regulations the Secretary 
must consider, among other things, the principles developed and 
generally applied by national organizations or established prepayment
organizations in computing the amount of payment to be made by
third parties to providers of services on account of services furnished 
to individuals by such providers. Such regulations may provide for 
determination of the cost of services on a per diem, per unit, per capita, 
o~r other basis, may provide for using different methods in -different 
circumstances, may provide for the use of estimates of costs of par
ticular items or services, and may provide for the use of charges or a 
percentage of charges where this method reasonably reflects the costs. 
Such regulations must take into account both direct and indirect 
costs of providers in order that the costs with respect to individuals 
covered by the insurance programs established by title XVIII will 
not be borne by individuals not so covered and the costs with respect 
to individuals not covered will not be borne by the insurance programs.
The regulations must also provide for making retroactive corrective 
adjustments where, for any provider of services for any fiscal period,
the total reimbursement produced by .methods of determining costs 
proves to be either inadequate or excessive. 
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Paragraph (2) of section 1861(v) provides that if a patient receives 
inpatient services in accommodations which are more expensive than 
semiprivate accommodations, but which are not medically necessary, 
the amount of payment may not exceed an amount equal to the 
reasonable cost of such services if furnished in semiprivate accom
modations. If a patient receives other items or services which are 
more expensive than those for which payment can be made, the 
Secretary will take into account for purposes of payment no more 
than the reasonable cost of the services that can be paid for. 

Paragraph (3) of section 1861(v) provides that if a patient is 
placed in accommodations less expensive than semiprivate accom
modations for a reason the Secretary determines is not consistent 
with the program's purpose (and not at the patient's request), payment 
will be limited to the reasonable cost of semiprivate accommodations 
minus the difference between the customary charges for semiprivate 
accommodations and the accommodations furnished. 

Paragraph (4) of section 1861 (v) defines the term "semiprivate 
accommodations" to mean two-bed, three-bed, or four-bed accommo
dations. 
Arrangement~sfor certain services 

Section 1861(w) provides that the term "arrangements" is limited 
to arrangements under which receipt of payment by a participating 
provider of services discharges all financial liability for the services. 

State and United States 
Section 1861(x) provides that the terms "State" and "United 

States" have the same meaning as when used in title II of the Social 
Security Act (i.e., the 50 States, the District of Columbia, the Com
monwealth of Puerto Rico, the Virgin Islands, Guam, and American 
Samoa). 

SECTION 1862. EXCLUSIONS FROM COVERAGE 

Section 1862(a) provides that no payment may be made under 
part A or part B (regardless of any other provision of title XVIII) for 
any expenses incurred for items or services (1) which are not reason
able and necessary for the diagnosis or treatment of illness or injury 
or to improve the functioning of a malformed body member; (2) for 
which the individual furnished such items or services has no legal 
obligation to pay and which no other person (because- of such indi
vidual's membership in a prepayment plan or for some other reason) 
has a legal obligation to provide or to pay for; (3) which are paid for 
directly or indirectly by a governmental entity (other than under 
the Social Security Act), except in such cases as the Secretary may 
specify; (4) which are not provided within the United States; (5) which 
are required as a result of war, or of an act of war, occurring after the 
effective date of such individual's current coverage under such part; 
(6) which constitute personal comfort items; (7) where such expenses 
are for routine physical checkups, eyeglasses or eye examinations for 
the purpose of prescribing, fitting, or changing eyeglasses (including 
contact lenses), hearing aids or examinations therefor, or immuniza
tions; (8) where such expenses are for orthopedic shoes or other sup
portive devices for the feet; (9) where such expenses are for custodial 
care; (10) where such expenses are for cosmetic surgery or are incurred 
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in connection therewith, except as required for the prompt repair of 
accidental injury or for improvement of the functioning of a malformed 
body member; or (11) where such expenses constitute charges imposed
by immediate relatives of the individual or mem'bers of his household. 

Section 1862(b) provides that no payment may be made under 
part A or part B for any item or service for which payment has been 
made, or can reasonably be expected to be made, under a workmen's 
compensation law or plan of the United States or a State. Any 
payment under part A or part B with respect to any item or service 
must be conditioned on reimbursement being made to the appropriate 
Trust Fund for such payment if and when notice or other information 
is received that payment for such item or service has been made under 
such a law or plan. 

SECTION 1863. CONSULTATION WITH STATE AGENCIES AND OTHER 
ORGANIZATIONS TO DEVELOP CONDITIONS OF PARTICIPATION FOR 
PROVIDERS OF SERVICES 

Section 1863 provides that the Secretary is to consult with the 
Health Insurance Benefits Advisory Council (established by sec. 
1867), appropriate State agencies, and national listing or accrediting 
bodies, and may consult with local agencies, in prescribing such 
conditions for participation for providers of services as may be neces
sary for health and safety. The conditions may be varied for different 
areas or classes of institutions, and may be set higher for the institu
tions or agencies in a particular State at such State's request (but,
in the case of hospitals, not higher than the accreditation requirements
of the Joint Commission on Accreditation of Hospitals). 

SECTION 1864. USE OF STATE AGENCIES TO DETERMINE COMPLIANCE 

BY PROVIDERS OF SERVICES WITH CONDITIONS OF PARTICIPATION 

Section 1864(a) provides that the Secretary is to make an agree
ment with any State which is able and willing to enter into an agree
ment to utilize the services of the State health agency or other 
appropriate State agencies (or the appropriate local agencies) for the 
purpose of deteriniing which institutions and agencies qualify to 
participate in the programs under title XVIII. The Secretary may 
accept a State (or local) agency's findings as to the qualifications
of an institution or agency to participate. The Secretary may also, 
pursuant to agreement, use -State and~local agencies to do any of the 
following: (1) provide consultative services to institutions or agencies 
to assist them in establishing and maintaining fiscal records or other
wise qualifying for participation, or in prviding information necessary 
to determine what benefits are payabl~e; and' (g2)provide consultative 
services to institutions, agencies, or organizations to assist them in 
establishing and evaluating the effectiveness of utilization review 
procedures. 

Section 1864(b) provides that the Secretary is to pay the State for 
the reasonable costs of the administrative activities performed under 
its agreement under section 1864(a), and for the Federal Hospital
Insurance Trust Fund's fair share of the costs attributable to planning
and other efforts directed toward coordination of activities in carrying
olut. its agreement and other activities related to the provision of 
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services similar to those for which payment may be made under part A, 
or related to the facilities and personnel required for the provision of 
such services, or related to improving the quality of such services. 

SECTION 1865. EFFECT OF ACCREDITATION 

Section 1865 provides that any hospital accredited by the Joint 
Commission on Accreditation of Hospitals will be deemed to meet 
all the requirements in the definition of "hospital" in section 1861 (e) 
except the utilization review requirement. If the Joint Com~mission 
requires a utilization review plan (or imposes another requirement 
serving the same purpose) for accreditation, the Secretary is author
ized to find that accredited hospitals meet all the requirements in 
such definition. The Secretary may also accept the findings of the 
American Osteopathic Association, or any other national accrediting
body, as to the eligibility of institutions and agencies to participate
if he finds reasonable assurance that the pertinent requirements of 
section 1861 are met. 

SECTION 1866. AGREEMENTS WITH PROVIDERS OF SERVICES 

Paragraph (1) of 'Section 1866 (a) provides that any provider of 
services will be eligible to participate and eligible for payments under 
title XVIII if it files an agreement with the Secretary not to charge 
for covered services (except as provided in paragraph (2)) and to make 
adequate provision for refund of erroneous charges.

Paragraph (2) of section 1866 (a) provides that a provider of services 
may charge an individual the following: (A) the amount of any
deductible imposed pursuant to section 1813 (a) (1) or (a) (2) or section 
1833(b), and in addition an amount equal to 20 percent of the reason
able charges for the items and services furnished (not in excess of 
20 percent of the amount customarily charged for such items and 
services by the provider) for which payment is made under part B 
(except that, in the case of expenses incurred in any calendar year in 
connection with the treatment of mental, psychoneurotic, and per
sonality disorders of an individual who is not an inpatient of a hospital,
the provider may charge the proportion which is appropriate under 
the limits imposed by sec. 1833(c)); (B) the excess amount of more 
expensive services and items furnished at the request of the individual; 
and (C) the cost of the first 3 pints of whole blood furnished during a 
spell of illness; except that a charge may not be made for the cost of 
the administration of such blood and no charge can be made if the 
blood has been replaced on the individual's behalf or arrangements 
have been made for its replacement. .To illustrate the latter pro
vision (taken together with the provisions of secs. 1813 (a) (3) and 
1833(d)),: if a hospital were to charge a beneficiary $25 for a pint of 
blood which cost the hospital $10 (and which was 1 of the first 3 pints
of blood furnished the beneficiary in the spell of illness), the program 
would not pay the hospital the $10 cost of the blood but there would be 
deducted from payments otherwise due the hospital the difference be
tween the $10 cost and the $25 charge-i.e., $15; thus, if the hospital 
collected the $25 from the beneficiary, the hospital would receive no 
more in payments from the patient and the program than if it had 
charged the beneficiary only the $10 cost of the blood. 
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Section 1866(b) provides that an agreement with a provider of 
services under section 1866(a) may be terminated by the provider at 
such time and upon such public notice as may be prescribed by
regulations. The Secretary could requie the agreement to remain in 
effect for up to 6 months after the provider gives notice. The Secretary 
may terminate such an agreement if he determines that the provider
(A) is not complying with the agreement or the law, (B) is no longer'
qualified to participate, or (C) has failed to provide data to determine 
whether payments are due the provider or the amount of such pay
ments, or has~refused access to its records for verification. The'termi
nation of any agreement with a provider is to be applicable with 
respect to (1) inpatient hospital services (including inpatient tuberculo
sis hospital services), inpatient psychiatric hospital services, and post
hospital extended care services furnished to an individual admitted 
on or after the effective date of termination, (2) home health services 
furnished under a plan established on or after the effective date of 
termination or, if the plan is established before- the effective date, 
services furnished after the calendar year in which the termination is 
effective, and (3) any other items or services furnished on or after the 
effective date of termination. 

Section 1866(c) provides that if the Secretary terminates an agree
ment, the provider may not file a new agreement unless the Secretary 
finds that the reason or reasons for termination is or are removed and 
that there is assurance they will not recur. 

Section 1866(d) provides that if the Secretary finds that timely
reviews of long-stay cases are not being made by a hospital or ex
tended care facility he -may, in lieu of terminating the agreement, 
deny payment for services furnished an individual after the 20th day
of continuous inpatient hospital care or after stays of a prescribed
length in an extended care facility. Such a decision denying payment 
for services may be made only after notice to the provider and the 
public and will be rescinded when the Secretary finds that the reviews 
are being made and that there is assurance they will continue to be 
made. The Secretary may not make any decision denying such 
payment except after reasonable notice and opportunity for hearing. 

SECTION, 1887.. HEALTH INSURANCE BENEFITS ADVISORY COUNCIL 

Section 1867 provides. for the creation of a Health Insurance 
Benefits Advisory Council to advise the Secretary on general policy 
in the. administration of title XVIII and in the formulation of regula
tions thereunder. The. Council is to consist of 16 persons, who are 
not Federal -employees, to be appointed by the Secretary. The 
Secretary will from time to time.appoint one of the members to serve 
as Chairman. The-Council is to include people who are- outstanding 
in fields related to hospital; medical, and other health activities, and 
at least one person who is representative of the general public. The 
members are to serve 4-year terms and may not serve continuously
for more than 2 consecutive terms. The Secretar a appoint suICh 
special adiory professional or technical committees as may be 
useful. The Concil members and members of any advisory or tech
nical committee will be entitled to receive compensation at rates fixed 
by the Secretary (not exceeding $100 a day). The Council is to 
meet as frequently as the Secretary finds-necessary, but he must call a 
meeting upon request of 4 members. 
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SECTION 1868. NATIONAL MEDICAL REVIEW COMMITTEE 

Section 1868(a) provides for the creation of a National Medical 
Review Committee. The Committee is to consist of 9 persons, who 
are not Federal employees, to be. appointed by the Secretary. The 
members are to be selected from among representatives of organiza
tions and associations of professional personnel in the field of medicine 
and other individuals who are outstanding in the field of medicine or in 
related fields; at least one member must be representative of the 
general public and a majority of the members must be physicians.
The members are to hold office for 3-year terms and may not serve 
continuously for more than 2 terms. 

Section 1868(b) provides that the Committee members will be 
entitled to receive compensation at rates fixed by the Secretary (not 
exceeding $100 a day).

Section 1868(c) provides that it is the Committee's function to study
the utilization of hospital and other medical care and services for which 
payment can be made under part A or part B with a view to recom
mending any changes which may seem desirable in the utilization of 
care and services or the administration of the programs, or in the 
provisions of title XVIII. The Committee is to make to the Secretary 
(who is to transmit it promptly to the Congress) an annual report
including any recommendations the Committee may have. 

Section 1868(d) authorizes the Committee to engage any technical 
assistance required to carry out its functions. It also provides that 
the Secretary is to make available the secretarial, clerical, and other 
assistance and data needed by the Committee. 

SECTION 1869. DETERMINATIONS; APPEALS 

Section 1869(a) provides that determinations of entitlement to 
benefits under part A and part B, and of the amount of benefits under 
part A, are to be made by the Secretary in accordance with regulations.

Section 1869(b) provides that any individual dissatisfied with any
determination under section 1869 (a) as to entitlement under part A 
or part B, or as to amount of benefits under part A if the matter in 

contrversis $1,000 or more, will be entitled to the same hearing
and appeal_. procedures as are now provided in sections 205 (b) ang
205(g) of the Act. 

Section 1869(c) provides that any institution or agency dissatisfied 
with any determination by the Secretary that it is not a provider of 
services, or with any determination terminating an agreement under 
section 1866(b) (2), will be entitled to the same hearing and appeal 
procedures as are now provided in sections 205(b) and 205(g). 

SECTION 1870. OVERPAYiMENTS ON BEHALF OF INDIVIDUALS 

Section 1870(a) provides that any payment under part A or part B 
to a provider of services for services furnished an individual will be 
considered as a payment to such individual. 

Section 1870(b) provides that where overpayment is made to a 
provider of services or other person and cannot be recouped from 
such provider or person, or payment is made under the conditions 
specified in section 1814(e) or 1835(c) for an individual who is not 
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entitled to have such payment made, subsequent cash social security
benefits or railroad retirement benefits payable to the individual (or,
if such individual dies, benefits payable to others based on his earn
ings) will be reduced in accordance with regulations prescribed by the 
Secretary after consultation with the Railroad Retirement Board. 
As soon as practicable after any such adjustment is determined to be 
necessary, the Secretary (for purposes of sec. 1870 and secs. 1817(g)
and 1841(f)) will certify (to the Railroad Retirement Board if adjust
ment is to be made by decreasing cash payments under the Railroad 
Retirement Act of 1937) the amount of the overpayment with respect 
to which the adjustment is to be made. 

Section 1870(c) provides there will be no adjustment (or recovery)
in any case in which the individual is without fault, or in which the 
adjustment (or recovery) would defeat the purposes of title II of 
the act or would be against equity and good conscience. 

Section 1870(d) provides that no certifying or disbursing officer will 
be liable for overpayments where adjustment or recovery is waived or 
is not completed prior to the death of all persons against whose 
benefits the adjustment is authorized. 

SECTION 1871. REGULATIONS 

Section 1871 provides that the Secretary will prescribe the regula
tions necessary to carry out the administration of the new insurance 
programs under title XVIII. When used in such title the term "regu
lations" means (unless the context otherwise requires) regulations
prescribed by the Secretary. 

SECTION 1872. APPLICATION OF CERTAIN PROVISIONS OF TITLE II 

Section 1872 provides that sections 206, 208, 216(j), and 205 (a),
(d), (e), (f), (h), (i), (j), (k), and (1) of the act will apply to title 
XVIII as they do to title II. 

SECTION 1878. DESIGNATION OF ORGANIZATION OR PUBLICATION BY 
NAME 

Section 1873 provides that any designation made in title XVIII, by 
name, of any nongovernmental organization or publication will not be 
affected by a change of the name of such organization or publication
and will apply to any successor organization or publication which the 
Secretary finds serves the purpose for which the designation was made. 

SECTION 1874. ADMINISTRATION 

Section 1874(a) provides that, except as otherwise stated, the 
programs established by title XVIII are to be administered by the 

Secretary, who may perform any of his functions directly or by 
contract. 

Section 1874(b) provides that the Secretary may contract with any 
person, agency, or institution to secure such special data and actuarial 
and other information as may be necessary in carrying out his 
functions. 
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SECTION 1875. STUDIES AND RECOMMENDATIONS 

Section 1875(a) provides that the Secretary is to make studies and 
develop recommendations to be submitted to the Congress relating 
to the health care of the aged, including studies and recommendations 
concerning the adequacy of existing personnel and facilities for 
health care for purposes of the programs under title XVIII; methods 
for encouraging further development of efficient and economical 
alternatives to inpatient hospital care; the effect of the deductibles 
and coinsurance provisions upon beneficiaries, providers of health 
services, and the financing of the program; and the desirability of 
broadening or modifying the provisions which authorize payment 
for additional days of post-hospital extended care services where the 
maximum number of days of inpatient hospital services in a spell 
of illness has not been used. 

Section 1875(b) instructs the Secretary to make a continuing study 
of the operation and administration of the insurance programs under 
title XVIII and to submit to the Congress annually a report concern
ing the operation of such programs. 

SECTION 102. HOSPITAL INSURANCE BENEFITS AND 
SUPPLEMENTARY HEALTH INSURANCE BENEFITS
(Continued) 

Section 102(b) of the bill provides that if an individual was eligible 
to enroll under the supplementary health insurance program under 
part B of the new title XVIII before April 1, 1966, but failed to do 
so before such date, and it is shown to the satisfaction of the Secretary 
that there was good cause for such failure to enroll, such individual 
may enroll in the supplementary health insurance program at any 
time before October 1, 1966. The Secretary will by regulation deter
mine what constitutes good cause. The coverage period (within the 
meaning of sec. 1838 of the Social Security Act) of an individual en
rolling under this provision will begin on the first day of the 6th 
month after the month in which he enrolls. 

SECTION 103. TRANSITIONAL PROVISION ON ELIGIBILITY 
OF PRESENTLY UNINSURED INDIVIDUALS FOR HOS
PITAL INSURANCE BENEFITS 

Section 103 (a) of the bill provides that anyone who
(1) has attained age 65 before 1968 (or has earned 3 quarters 

of coverage for each calendar year after 1965 and before the year 
of attainment of age 65); 

(2) is not entitled to hospital insurance benefits (and would 
not be entitled to such benefits upon filing application for 
monthly- benefits under section 202 of the Social Security Act), 
and is not certifiable as a qualified railroad retirement beneficiary 
(see sec. 105 of the bill, discussed below); 

(3) is a resident of the United States, and is a citizen (or has 
resided in the United States continuously for at least 10 years 
immediately prior to the month in which he ifiles application 
under section 103); and 
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(4) has ifiled an application under section 103 in accordance 
with regulations,

will be entitled to benefits under part A of title XVIII beginning with 
the first month in which he meets these requirements and ending with 
the month he dies or, if earlier, the month before the month in which 
he becomes eligible for hospital insurance benefits under section 226 
or becomes certifiable as a railroad retirement beneficiary.

Any person who would have met the preceding requirements in any
month if he had filed an application before the end of that month 
will be deemed to have met such requirements for that month if he 
files an application before the end oftuher next 12 months. No appli
cation will be accepted as a valid application under section 103 if it is 
filed before the first month in which the individual meets the require
ments of paragraphs (1), (2), and (3) above; i.e., an application filed 
prematurely will not prevent the individual from obtaining benefits 
under section 103 if he qualifies therefor at a later time. 

Section 103(b) of the bill provides that section 103(a) does not 
apply to any person who (as of the time of his application under 
such section) (1) is a member of any organization referred to in section 
210(a)(17) of the Social Security Act (relating to subversive organiza
tions); (2) has been convicted of any offense listed in section 202(u)
of such act; or (3) is eligible, or could have been eligible if he or some 
other person had taken the appropriate action, for benefits under 
the Federal Employees Health Benefits Act of 1959. 

Section 103(c) authorizes the appropriation to the Federal Hospital 
Insurance Trust Fund of such sums as the Secretary deems necessary 
on account of payments made under part A of title XVIII of the 
Social Security Act to individuals who are entitled to benefits there
under solely by reason of section 103 of the bill and on account of the. 
additional administrative expenses and loss of interest to the Fund 
resulting from such payments. 

SECTION 104. SUSPENSION IN CASE OF ALIENS; PERSONS 
CONVICTED OF SUBVERSIVE ACTIVITIES 

Paragraph (1) of section 104(a) of the bill amends section 202(t) 
of the Social Security Act (relating to suspension of benefits for certain 
aliens outside the United States) by adding a new paragraph which 
provides that an individual is not entitled to benefits under part A of 
title XVIII for any month for which his cash social security benefits 
are suspended under such section. 

Paragraph (2) of section 104(a) of the bill amends section 202(u)
of the Social Security Act so that the penalty which may be imposed
thereunder upon a conviction for subversive activities (namely, the 
elimination of all ernings credits for the calendar quarter in which 
the conviction occurs and pro quarters) will a pply to a determination 
of entitlement to benefit under part A of title XVIII, as well as to 
the determination of entitlement to cash benefits under title II as 
provided in existing law. 

Paragraph (1) of section 104(b) of the bill provides that payments 
may not be made under part B of title XVIII for expenses incurred 
by an individual for any month for which he may not be paid cash 
benefits under title II by reason of section 202(t) (relating to sus
pension of benefits for certain aliens who are outside the United States). 
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Paragraph (2) of section 104(b) of the bill provides that an indi
vidual convicted of any of the offenses stipulated in section 202(u) of 
the Social Security Act may not enroll under part B of title XVIII. 

SECTION 105. RAILROAD RETIREMENT AMENDMENTS 

Paragraph (1) of section 105(a) of the bill adds a new section 21 
to the Railroad Retirement Act of 1937 to provide that, in order to 
make available hospital insurance benefits under part A of title XVIII 
of the Social Security Act (added by sec. 102 of the bill) for annuitants, 
pensioners, and certain other aged individuals under the railroad 
retirement system, the Railroad Retirement Board is to certify to 
the Secretary of Health, Education, and Welfare, upon the Secretary',vs 
request, the name of any individual who has attained age 65 and

(1) is entitled to an annuity or pension under the Railroad 
Retirement Act, or 

(2) would be entitled to an annuity under such act if he (or, in 
the case of a spouse, the spouse's husband or wife) had stopped 
working in employment covered under such act and apphiea-for 
such annuity, or 

(3) bears a relationship to an employee which by reason of 
section 3(e) of such act (providing a minimum for the amounts 
of railroad retirement annuities which is based on the social 
security benefit formula) has been, or would be, taken into 
account in calculating the amount of the annuity of such em
ployee or his survivors. 

The certification made by the Board to the Secretary of Health, 
Education, and Welfare is to include such additional information as 
may be necessary to carry out the hospital insurance benefit provisions, 
and will be effective on the date of certification or on such earlier date 
(not more than 1 year prior to the date of certification) as the Board 
specifies as the date on which the individual first met the requirements 
for certification. The Board is to notify the Secetary of the date on 
which the individual no longer meets the requirements. 

Paragraph (2) of section 105(a) of the bill provides that, for purposes 
of section 21 of the Railroad Retirement Act of 1937 (and secs. 1840, 
1843, and 1870 of the Social Security Act), entitlement to an annuity 
or pension under the Railroad Retirement Act of 1937 is deemed to 
include entitlement under the Railroad Retirement Act of 1935. 

Section 105(b) of the bill amends sections 3201, 3211, and 3221(b) of 
the Railroad Retirement Tax Act (ch. 22 of the Internal Revenue 
Code of 1954), relating to the rate of tax on employees, on employee 
representatives, and on employers, respectively. The amendments 
change the references to section 3101 of the Code in those sections to 
section 3 1 01 (a) to conform to the amendment to section 3 101 made by 
section 321(b) of the bill.. A clarifying change is made in each such 
section by adding a specific reference to the rate of tax (23% percent) 
provided under the Social Security Amendments of 1956. The 
amendments made by section 105(b) are effective with respect to 
compensation for services rendered after December 31, 1965. 

Section 105(c) of the bill contains a cross reference to section 326 
of the bill, which amends the Railroad Retirement Act of 1937 to 
preserve the existing relationship between the railroad retirement and 
old-age, survivors, and disability insurance systems. 
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SECTION 106. MEDICAL EXPENSE DEDUCTION 

Allowance of deduction 
Section 106(a) of the bill amends section 213(a) of the. Internal 

Revenue Code of 1954 (relating to allowance of deduction for medical 
expenses).

Under exist'ing law, the general rule is that a taxpayer may deduct 
expesefor the medical care of himself, his spouse, and his dependents;
buteonly to the extent that they exceed 3 percent of adjusted gross
income. The 3-percent limitation is not applicable, however, in the 
case of expenses paid by the taxpayer (1) for the medical care of a 
dependent mother or father of the taxpayer or his spouse, if such 
mother or father has attained the age of 65 before the close of the 
taxable year, or (2) for the medical care of the taxpayer or his spouse
if either has attained the age of 65 before the close of the taxable year. 

Section. 106(a) of the~bill revises section 213(a) by dividing it into 
two- paragraphs, each of which describes a separate part of the total 
medical expense deduction allowable. 
3-percent limitation 

Under paragraph (1) of section 213(a), as amended by the bill, the 
taxpayer (regardless of age) may deduct expenses for the medical care 
of himself, his spouse, and his dependents only to the extent that 
such expenses exceed 3 percent of adjusted gross income. The 3-per
cent limitation is applicable to the expenses for the taxpayer, his spouse,
and his dependents whether or not the taxpayer, his spouse, or his 
dependents have attained the age of 65 befoie the close of the taxable 
year. In determining the amount deductible under paragraph (1) 
of section 213(a) (that is, the amount subject to the 3-percent limita
tion), there is excluded the amount deductible under the revised 
paragraph (2) with respect to expenses paid for insurance which 
constitutes medical care. 
Insuranceconstituting medical care 

Under paragraph (2) of section 213(a), as amended by the bill, 
the taxpayer may deduct an amount equal to one-half of the expenses
paid during the taxable year for insurance which constitutes medical 
care (as such term is defined in section 213(e) as amended by section 
106(c) of the bill) for the taxpayer, his spouse, or a dependent. The 
maximum amount deductible under paragraph (2) is $250. 

E~rample.-Assume that A has medical care expenses for the year 
(excluding amounts paid for medical care insurance) of $800 which 
are for himself and his spouse; that A has paid during the year $600 
for insurance which constitutes medical care for himself and his 
spouse; and that A has adjusted gross income of $5,000. A's deduc
tion under the new section 213(a)(2) is. $250 (one-half of $600 but 
not in excess of $250). His deduction under section 213(a)(1) is 
$1,000 (whether or not A or his spouse is age 65) computed as 
'follows: 

Total medical care expenses (including insurance) -----------------$1, 400 
Less: Expenses for insurance deductible under sec. 213(a) (2) --------- 250 

1, 150 
Less: 3 percent of adjusted gross income of $5,000 ----------------- 150 

Medical expen~se deduction under see. 213(a) (1)---------------- 1, 000 
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A's total section 213 deduction is $1,250 ($1,000 under paragraph (1), 
plus $250 under paragraph (2)). 
Limitation w~ith respect to medicine and drugs 

Section 106(b) of the bill amends section 2 13(b) of the code (relating 
to the limitation with respect to medicine and drugs). 

Section 213 (b) of the code provides as a general rule that in comput
ing his medical expense deduction, the taxpayer shall take into account 
only the aggregate of the amounts paid for medicine and drugs in 
excess of 1 percent of adjusted gross income. However, the 1-percent 
limitation does not apply to amounts paid during the taxable year for 
medicines and drugs (1) for the care of the taxpayer and his spouse if 
either has attained age 65 before the close of the taxable year, or (2) 
for the care of the mother or father of the taxpayer or his spouse if 
such parent is a dependent (as defined in sec. 152 of the code) of the 
taxpayer or his spouse and has attained age 65 before the close of the 
taxable year. Section 106(b) of the bill repeals the exceptions to 
the 1-percent limitation. Thus, under the bill, the 1-percent floor 
applies to all expenses for drugs and medicines without exception. 
Definition of medical care 

Section 106(c) of the bill strikes out paragraph (1) of section 213(e) 
of the code (which defines medical care to mean amounts paid (A) 
for the diagnosis, cure, mitigation, treatment, or prevention of disease 
or for the purpose of affecting any structure or function of tbe body 
(including amounts paid for accident or health insurance), or (B) for 
transportation primarily for and essential to medical care described 
in (A)) and replaces it with new paragraphs (1), (2), and (3). The 
existing paragraph (2) is renumbered as paragraph (4). No sub
stantive change is made in the definition of medical care except as it 
relates to amounts paid for insurance. 

Under the new paragraph (1), subparagraphs (A) and (B) are the 
same as existing law except for the elimination of the phrase "including 
amounts paid for accident or health insurance". Under the new 
subparagraph (C), amounts paid for an insurance contract are in
clu ded within the definition of medical care only to the extent that 
the premiums are attributable to insurance covering medical care 
(as defined in subparagraphs (A) and (B) of section 213(e)(1)). In 
determining whether a contract constitutes an "insurance" contract, 
it is irrelevant whether the benefits are payable in cash or services. 
Under the new paragraph (1) (C), premiums paid under part B 
of title XVIII of the Social Security Act (relating to supplementary 
health insurance for the aged) are amounts paid for insurance. Taxes 
paid under section 1401 (relating to tax on self-employment income) 
or under section 3101 (relating to tax on income of employees) of the 
Internal Revenue Code do not constitute amounts paid for insurance. 

If amounts are payable under an insurance contract for other than 
medical care (such as an indemnity for loss of income or for loss of 
life, limb, or sight) then, under the new paragraph (2), no amount 
paid for such contract is to be treated as medical care unless (1) the 
contract specifies what part of the premium is attributable to insur
ance for medical care, and (2) the part of the premium specified in 
the contract as being so attributable is a reasonable amount in relation 
to the total premium under the contract. Moreover, the amount to 



180 SOCIAL SECURITY AMENDMENTS OF 1965 

be treated as expenses for medical care in such a case is not to exceed 
the amount so specified in the contract. 
Certainprepaidinsusrance 

Under the new paragraph (3) added to section 213(e) of the code, 
subject to the limitations of the new paragraph (2), premiums paid
during a taxable year by a taxpayer before..he attains the age of 65 
for insurance covering medical care for the taxpayer, his spouse, or a 
dependent after the taxpayer attains the age of 65 -are to be treated as 
expenses paid during the taxable year for insurance which constitutes 
medical care if pemium for such insirance are payable (on a level 
payment basis) under the contract

(1) for.a period of 10 years or more, or 
(2) until the year in which the taxpayer attains age 65 (but

in no case for a period of less than 5 years). 
Mqximum limnitatiorn in certain case8 

Section 106(d) of the bill amends section 213(g) of the code (which
provides for an increased maximum limitation on the medical expense
deduction allowable to a taxpayer who has attained the age of 65 and 
is disabled or whose spouse has attained the age of 65 and is disabled) 
to eliminate the requirement of attaining age 65 so that the increased 
maximum limitation is applicable in any case where either the tax
payer or his spouse is disabled. 
Effective date 

Section 106(e) of -the bill.provides that the amendments made by 
section 106 shall apply to taxable years beginning after December 31, 
1966. 

SECTION 107. RECEIPTS FOR EMPLOYEES MUST SHOW 
TAXES SEPARATELY 

.Section 107 of the bill amends section 6051(c) of the Internal 
Revenue Code of 1954 to provide that the statement (form W-2) fur
nished to an employee pursuant to section 6051 of the code must show 
the proportion of the amounts withheld as tax under section 3101 
which is for financing the cost of hospital insurance benefits under 
part .A of title XVIII of the Social Security Act. 

SECTION 108. TECHNICAL AND ADMINISTRATIVE

AMENDMENTS RELATING TO TRUST FUNDS


Paragraph (1) of section 108(a) of the bill amends section 201 (a) (3) 
of the Social Security Act to exclude the taxes imposed onemlyr 
and employees. for hospital insurance- under sections 3101(b) and 
3111(b) of the Internal Revenue Code of 1954, as amended by section 
321 of the bill, from the employer and employee taxes appropriated to 
the Federal Old-Age' and Survivors Insurance Trust Fund. 

Paragraph (2) of section 108(a) of the.bill amends section 201 (a) (4) 
of the act to exclude the-taxes imposed on -theself-employed for hospital
insurance under section- 1401(b) of tile Code, as amended by section 
321 of the bill, from. the self-employment taxes appropriated to the 
Federal Old-Age and Survivors Insurance Trust Fund. 

'Paragraph (3) of section 108 (a) of the bill amends section 201 (g) (1) 
of the act, relating to payments from the-trust funds to the Treasury 
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as reimbursement for administrative costs of title 1I of the act and 
chapters 2 and 21 of the Internal Revenue Code of 1954. 

The new subparagraph (A) of section 201(g) (1) provides for pay
ment from any or all of the Trust Funds (which include for this 
purpose the Federal Old-Age and Survivors Insurance Trust Fund, 
the Federal Disability Insurance Trust Fund, the Federal Hospital 
Insurance Trust Fund, and the Federal Supplementary Health In
surance Benefits Trust Fund) of the costs to the Department of Health, 
Education, and Welfare of administering titles II and XVIII of the 
act and for adjustments during, and after the close of, each fiscal 
year among the Trust Funds so that each fund bears its proportionate 
share 'of the costs of administering titles II and XVIII. 

The new subparagraph (B) of section 201 (g) (1) provides for pay
ments from the Trust Funds to the Treasury to meet the estimated 
quarterly costs to the Treasury of the administration of titles II and 
XVIII of the act and of chapters 2 and 21 of the Internal Revenue 
Code of 1954. 

Paragraph (4) of section 108(a) of the bill amends section 201 (g) (2) 
of the act to specify that in estimating the amount of employee taxes 
subject to refund the Managing Trustee of the old-age, survivors, and 
disability insurance trust funds shall consider only the taxes imposed 
for the support of the old-age and survivors insurance and disability 
insurance programs. (This provision conforms with the provisions 
of the new section 1817(f) of the act for estimating amounts of 
employee taxes imposed for the hospital insurance program that are 
subject to refund because of overpayment.) 

Paragraph (5) of section 108(a) of the bill amends section 201(h) of 
the act to specify that payments made under the new section 226 of 
the act (relating to entitlement to hospital insurance benefits) are 
not to be made from the Federal Old-Age and Survivors Insurance 
Trust Fund. 

Section 108(b) of the bill amends section 2 18(h) (1) of the act (re
lating to the depositing in the trust funds of amounts received by the 
Secretary of the Treasury under agreements for coverage of State and 
local government employees) to provide for proportionate deposits in 
the Federal Hospital Insurance Trust Fund as well as in the existing 
trust funds. 

Section 108(c) of the bill amends section 1106(b) of the act so that 
the two new insurance trust funds established by the bill, like the old-
age, survivors, and disability insurance trust funds, may be reimbursed 
for costs of furnishing information (disclosure of which is authorized 
by regulations) or services to individuals or organizations. 

SECTION 109. ADVISORY COUNCIL ON SOCIAL SECURITY 

Section 109 of the bill replaces the existing provision for the appoint
ment of Advisory Councils on Social Security Financing with a new 
provision for the appointment of Advisory Councils on Social Security. 

Section 109(a) of the bill adds a new section 706 to title VII of 
the Social Security Act to provide for the appointment by the Secre
tary of Health, Education, and Welfare of an Advisory Council on 
Social Security in 1968 and every fifth year thereafter to review the 
status of the 4 named trust funds in relation to' the long-term com
mitments of the old-age, survivors, and disability insurance program, 
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the hospital insurance program, and the supplementar health insur
ance benefits program and to review also the scope of coverage and 
the ladequacy of benefits under, and all other aspects of, these pro
grams, including their- impact on the public assistance programs. 
Each Council is to consist of the Commissioner of Social Security, 
as chairman, and 12 members who will, to the extent possible, represent 
organizations of employers and employees in equal numbers, and 

-represent self-employed persons and the public. The Councils are 
.authorized to engage technical assistance, including actuarial services, 
and the Secretary is required to make available to the Council secre
tarial, clerical, and other assistance and such pertinent data prepared 
by the Department of Health, Education, and Welfare as the Council 
might require. While serving on business of the Council, the members 
of the Council will receive compensation at rates fixed by the Secretary 
but not exceeding $100 per day, and, while serving; away from their 
homes or regular places of business, they will be allowed travel 
expenses, inluding per diem in lieu Of subsistence. Each Council 
is t make reports of its findings and recommendations to the Secretary 
of Health, Education, and Welare for transmission to the Congress and 
to the Board of Trustees of each of the 4 trust funds not later than 
January 1 of the second year after the year in which it was appointed, 
and then will cease to exist. Separate reports are required with 
respect to (1) the old-age, survivors, and disability insurance program, 
(2) the hospital insurance program, and (3) the supplementary health 
insurance benefits program. 

Section 109(b) of the bill repeals section 116(e) of the Social Security 
Amendments of 1956 (which is the section presently providing for 
the appointment by the Secretary in 1966 and every fifth year there
after of an Advisory Council on Social Security Financing with func
tions limited to review of the financing aspects of the program). 

SECTION 110. MEANING OF TERM "SECRETARY" 

Section 110 of the bill provides that, as used in the bill and in the 
provisions of the Social Security Act amended thereby, the term 
"Secretary" (unless the context otherwise requires) means the Secre
tary of Health, Education, and Welfare. 

PART 2-GRANTS TO STATES FOR MEDICAL ASSISTANCE 
PROGRAMS 

SECTION 121. ESTABLISHMENT OF PROGRAMS 

Section 121(a) of.the bill adds a new title XIX, providing grants to 
States for medical assistance programs, to the Social Security Act. 

TITLE XI-GREANTS TO STATES FOR MEDICAL AssiSTANCE PROGRAMS 

SECTION 1901. APPROPRIATION 

Section 1901 authorizes the appropriation for each fiscal year of a 
sum sufficient to carry out the purposes of title XIX, in order to 
enable each State (as -far as practicable under the conditions in such 
State) to furnish medical assistance on behalf of aged, blind, or 
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permanently and totally disabled individuals and families with de
pendent children, whose income and resources are insufficient to meet 
the costs of necessary medical services, and rehabilitation and other 
services to help such individuals and families attain or retain capability 
for independence or self-care. The sums made available under this 
section are to be used for making payments to States which have 
submitted and had approved State plans for medical assistance. 
(Sec. 1903(a) provides that such payments are to be made beginning 
with the quarter commencing January 1, 1966.) 

SECTION 1902. STATE PLANS FOR MEDICAL ASSISTANCE 

Section 1902(a) sets forth the requirements with which a State plan 
for medical assistance must comply in order to be approved by the 
Secretary of Health, Education, and Welfare and thereby qualify the 
State for payments under title XIX. To be approved, such a State 
plan must

(1) provide that it will be in effect in all political subdivisions 
of the State and, if the plan is administered by the subdivisions, 
that it be mandatory upon them; 

(2) provide for financial participation by the State equal to 
not less than 40 per centum of the non-Federal share of the 
expenditures under the plan with respect to which Federal financial 
participation under section 1903 is authorized and, effective July 
1, 1970, provide for State financial participation equal to all of 
such non-Federal share; 

(3) provide, for granting an opportunity for a fair hearing 
before the State agency to any individual whose claim for medical 
assistance under the plan is denied or not acted upon with reason
able promptness; 

(4) provide methods of administration of the plan as found 
necessary by the Secretary for its proper and efficient operation; 
these would include (A) methods relating to the establishment 
and maintenance of personnel standards on a merit basis, with 
the Secretary being precluded from exercising any authority 
in connection with the selection, tenure, or compensation of any 
individual employed in accordance with these methods, and (B) 
provision for utilization of professional medical personnel in the 
administration of the plan, and in supervision of such adminis
tration where the plan is administered locally; 

(5) provide that the State agency administering or supervising 
the State old-age assistance plan approved under title I, or the 
State plan for aid to the aged, blind, or disabled approved under 
title XVI (insofar as it relates to the aged), will administer the 
plan for medical assistance or supervise its administration; and 
that any local agency administering the State's plan approved 
under title I or under title XVI (insofar as it relates to the aged) 
in a political subdivision will administer the plan for medical 
assistance in that subdivision; 

(6) provide that the State agency will make reports as required 
by the Secretary, and will comply with provisions found necessary 
by the Secretary to assure their correctness and verification; 

(7) provide safeguards which restrict the use or disclosure of 
information concerning applicants or recipients to purposes di
rectly connected with the plan's administration; 
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(8) provide for affording all individuals who wish to do so an 
opportunity to apply for medical assistance under the plan find 
for furnishing such. assistance with reasonable promptness to all 
applicants who are eligible for assistance under the plan; 

(9) provide for a -State.authority or authorities with responsi
bility to establish and- maintain standards for private or public
institutions in which recipients of medical assistance under the 
plan may receive care or services; 

(10) provide for making medical assistance available to all 
individuals receiving old-age assistance,'~aid to families with 
dependent children, aid to the blind, aid to the permanently and 

ttly disabled, and aid to the aged, blind, or disabled under the 
State's plans approved under titles I, IV, X, XIV, and XVI of 
the act; and

(A) provide that the medical assistance made available to 
individuals receiving aid or assistance under any one of such 
plans-

(i will not be less in amount, duration, or scope 
than the medical assistance made available to individuals 
receiving aid or assistance under any other such plan; and 

(ii) wilnot be less in amount, duration, or scope than 
medical assistance made available to individuals not 
receiving aid or assistance under any such plan; and 

(B) if the plan under title XIX includes medical assistance 
for any group of individuals who are not recipients under any
such plan and do not meet the State's income and resource 
requirements under the one of such plans which, as deter
mined in accordance with standards prescribed by the 
Secretary, is approp)riate, provide

(i) for makig medical assistance available to all 
individuals who if needy would be eligible for aid or 
assistance under any such plan and who have insufficient 
(as determined in accordance with comparable standards)
income and resources to meet the cost of necessary
medical care and services, and 

(ii) that the medical assistance made available to all 
individuals who are not recipients under any such State 
plan will be equal in amount, duration, and scope; 

(11) provide for entering into cooperative arrangements with 
the State agencies responsible for health and vocational rehabili
tation services looking toward maximum utilization of these 
services in providing medical assistance under the plan;

(12) prvde that in determining blindness an 'examination 
will be made either by a physician skilled in diseases of the eye or 
by an optometrist, as the individual may select; 

(13) provide for inclusion of some institutional and some non
institutional care and services and, as of July 1, 1967, for the 
inclusion of at least (1) inpatient hospital services, (2) outpatient 
hospital services, (3) other laboratory and X-ray services, (4)
skilled nursing home services, and (5) physicians' services (as
listed in section 1905(a)); and for the payment of the reasonable 
cost (as determined in accordance with standards approved by
the Secretary and included in the plan) of inpatient hospital 
services provided under the plan; 
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(14) provide that
(A) no deduction, cost sharing, or similar charge will be 

on 

services furnished him under the plan, and


imposd ny idividual with respect to inpatient hospital 

(B) any deduction, cost sharing, or similar charge imposed 
as to any other care or services furnished him thereunder, 
and any enrollment fee, premium, or similar charge imposed
under the plan, will be reasonably related (as determined in 
accordance with standards approved by the Secretary and 
included in the plan) to the recipient's income or to his income 
and resources;

(15) in the case of eligible individuals 65 years of age or older 
covered by either or both of the insurance programs (hospital
insurance benefits for the aged, and supplementary health 
insurance benefits for the aged) established by the bill, provide

(A) for meeting the full cost of any deductible imposed 
wvith respect to any such individual under such hospital
insurance benefits program; and 

(B) where, under the plan, all of a deductible, cost sharing, 
or similar charge imposed with respect to any such individual 
under such supplementary health insurance benefits program
is not met, the portion which is met shall be determined on a 
basis reasonably related (as determined in accordance with 
standards approved by the Secretary and included in the 
plan) to such individual's income or to his income and 
resources;

(16) include, to the extent required by regulations of the Secre
tary, provisions (conforming to such regulations) regarding the 
furnishing of medical assistance to eligible residents who are 
absent from the State; 

(17) include reasonable standards, comparable for all groups,
for determining eligibility for and the extent of medical assistance 
under the plan, which standards

(A) are consistent with the objectives of title XIX, 
(B) provide for taking into account only such income and 

resources as are, as determined in accordance with standards 
prescribed by the Secretary, available to the applicant or re-
recipient and (in the case of any applicant or recipients who if 
he met the State's need requirements would be eligible for 
aid or assistance in the form of money payments under the 
State's plan approved under title IIX XIV, or XVI) as 
would not be disregarded (or set aside for future needs) in 
determining his eligibility for and the amount of aid or 
assistance under such plan,

(C) provide for reasonable evaluation of any such income 
or resources, and 

(D) do not take into account the financial responsibility
of any individual for any applicant or recipient unless such 
applicant or recipient is the individual's spouse or is his 
child who is under age 21 or, if the child is age 21 or over, is 

blin orperanetlyandtotally disabled; and pro vidm of 
fleibiityin he pplcatonof such standards with ree for 
to icom ntoaccunt, except to the extenspectrbytakng 

scried
y te Seretrythecosts (whether in the ft pre-o 
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insurance premiums or otherwise) incurred for medical care 
or any other type of remedial care recognized under State 
law; 

(18) provide that property liens willnot be imposed, on account 
of medical assistance provided under the plan, during a recipent's
lifetime (except pursuant to a judgment of a court on account of 
benefits incorrectly paid), and preclude adjustments or recovery
of medical assistance correctly paid except from the estate of a 
recipient who was at least age 65 when he received such assistance,
and then only after the death of his surviving spouse and at a 
time when he has no surviv'ing child who is under 21, blind, or 
permanently and total ia~d 

(19) provide safegursncsayto assure that eli 'bility for 
care and services udrtepawilbe determined and such care 
and services will be provided in a manner consistent with sim
plicity of administration and the best interests of the recipients;

(20) if the State plan includes medical assistance in behalf of 
individuals 65 years or older who are patients in institutions for 
tuberculosis or mental diseases

(A) provide for agreements or other arrangements, with 
State authorities concerned with mental diseases or tubercu
losis (as the case may be) and, where appropriate, with such 
institutions, necessary for carrying out the State plan.
These will include arrangements for joint planning and for 
development of alternate methods of care, for assuring
immediate readnmittance to institutions where needed for 
individuals under alternate plans of care, for providing for 
access to patients and facilities, and for submitting informa
tion and reports;

(B) provide for an individual plan for each such patient 
to assure that the institutional care provided is in his best 
interests, including assurances of initial and periodic review 
of his medical and other needs, of his receiving appropriate
medical treatment within the institution, and of periodic
determination of his need for continued institutional care;

(C) provide for the development of alternate plans of care 
with maximum utilization of available resources for recipients
65 years of age or older who would otherwise need care in 
such institutions, including appropriate medical treatment 
and other aid or assistance; for services to help such recipients
and patients attain or retain capability for self-care or other 
services to prevent or reduce dependency wvhich are appro
priate; and for methods of administration necessary to 
assure that the State plan with respect to these recipients and 
patients will be effectively carried out; and 

(D) provide methods of determining the reasonable cost 
of institutional care for such patients; and 

(21) if the- State plan includes medical assistance in behalf of 
individuals 65 years or older who are patients in public institutions 
for mental diseases, show that the State is making satisfactory 
progress toward a comprehensive mental health program.

Section 1902 (a) also provides that, notwithstanding the requirement
in paragraph (5) above, any State which (on January 1, 1965, and on 
the date it submits its plan under title XIX) administers or supervises 



SOCIAL SECURITY AMENDMENTS OF 1965 187 

its program for the blind under title X (or under title XVI, insofar as 
it relates to the blind) through a State agency other than the State 
agency that administers or supervises its title I plan (or title XVI 
plan, insofar as it relates to the aged) will be permitted, upon coming 
under title XIX, to retain such separate blind program agency to 
administer or supervise (as a separate State plan, except for purposes 
of paragraph (10) above) the portion of the approved plan for medical 
assistance under title XIX which relates to blind individuals. 

Section 1902(b) requires the Secretary of Health, Education, and 
Welfare to approve any plan which fulfills the conditions spec, fled 
in section 1902(a), except that he is not to approve any plan w1hich 
imposes as a condition of eligibility for medical assistance under the 
plan

(1) an age requirement of more than 65 years; or 
(2) effective July 1, 1967, any age requirement which excludes 

any individual who has not attained the age of 21 and who meets 
the definition of a dependent child under title IV of the act 
disregarding the provisions of section 406(a) (2); or 

(3) any residence requirement which excludes any individual 
residing in the State; or 

(4) any citizenship requirement which excludes any citizen 
of the United States. 

Section 1902(c) requires the Secretary, notwithstanding the fact 
that a State plan is otherwise approvable, not to approve such plan
if he determines that its approval and operation will result in a reduc
tion in aid or assistance (other than so much as is provided under the 
approved title XIX plan) provided for eligible individuals under the 
State's plan approved under title I, IV, X, XIV, or XVI. 

SECTION 1903. PAYMENT TO STATES 

Section 1903 (a) provides for making Federal payments to States 
with respect to expenditures for programs of medical assistance under 
approved plans. Except as otherwise provided in section 1903 and in 
section 1117 (as added to title XI of the Social Security Act by sec. 405 
of the bill) the Secretarywill pay each State with an approved plan
for medical assacfrehqutr, beginning with the quarter
commencing January 1, 19 66

(1) an amount equal to the Federal medical assistance 
percentage (as defined in sec. 1905(b)) of the total medical 
assistance expenditures during the quarter, including in such 
expenditures premiums under part B of title XVIII (relating to 
supplementary health insurance benefits for the aged) for recipi
ents of money payments under title I, IV, X, XIV, or XVI, and 
other insurance premiums for medical or remedial care or the 
cost of such care; plus 

(2) an amount equal to 75 percent of the amounts expended 
during the quarter for administrative costs attributable to com
pensation of skilled professional medical personnel and directly-
supporting staff of the State agency or local agency administering 
the plan; plus 

(3) one-half of the remaining administrative expenses.
Section 1903(b) provides that, notwithstanding the provisions of 

section 1903(a), the amount of the Federal payment for any quarter 
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attributable to expenditures with respect to individuals 65 years of 
age or older who are patients in institutions for tuberculosis or men
tal, diseases is to be paid only to the extent that total expenditures
from Federal, State, and local funds for mental health services under 
State and local public health and public welfare programs for the 
quarter are shown to the satisfaction of the Secretary to exceed the 
average of the total expenditures for these services for each quarter
of the fiscal year ending June 30, 1965. The expenditures for these 
services for each quarter in the fiscal year ending June 30, 1965, are 
to be determined on the basis of the flatest data, satisfactory to the 

-Secretary, available to him at the time of the first determination 
under section 1903 (b); and expenditures for any quarter beginning
after December 31, 1965, are to be determined on the basis of the 
latest data, satisfactory to the Secretary, available to him at the time 
of the determination for such State for such quarter. For the pur
poses of section 1903(b), such determinations will be conclusive. 

Section 1903(c) provides that if the Secretary finds, on the basis of 
satisfactory information submitted by a State, that its Federal medi
cal assistance percentage applicable to any quarter during the period
January 1, 1966, through June 30, 1969, is less than 105 percent
of the Federal share of the State's medical expenditures during the 
fiscal year ending June 30, 1965, then its Federal medical assistance 
percentage will be 105 percent of such Federal share instead of the 
percentage determined tinder section 1905(b). Such adjusted per
centage will be applicable for such quarter and each subsequent 

uarter in such period prior to the first quarter as to which such 
ding is not applicable.
For the above purposes, such Federal share means the percentage

which the excess of
(A) the total of the amounts of the Federal shares (determined

under the applicable formulas of the public assistance titles of 
the act) of the State's expenditures for aid or assistance in any
form during fiscal year 1965 under its plans approved under 
titles I, IV, X, XIV, and XVI over 

(B) the total of the Federal shares determined under such 
formulas with respect to its exenditures of slid or assistance 
during such year, excluding aid or assistance in the form of 
medical or remedial care,

is of the total of aid or assistance expenditures in the form of medical 
or remedial care under such plans dxuring such year.

Section 1903(d) provides procedures for paying to a State the 
amounts to which it is entitld under the preceding provisions of 
section 1903. These are, with appropriate modifications, similar to 
those under the existing public assistance titles of the act. 

Section 1903(e) provides that payments under the preceding
provisions of section 1903 are not to' be made unless the State makes a 
satisfactory showing that it is making efforts toward broadening the 
scope of the care and services available under its plan and toward 
liberalizing the eligibiliyty requirements for medical assistance, looking
toward providing, by July 1, 1975, comprehensive care and services 
to substantially all individuals who meet the plan's eligibility require
ments with respect to income and resources, including services to 
help such individuals to attain independence or self-care. 
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SECTION 1904. OPERATION OF STATE PLANS 

Section 1904 provides for withholding of Federal payments to a 
State if the Secretary finds, after reasonable notice and opportunity 
for hearing to the State agency having responsibility for, the plan, that 
the approved plan has been so changed that it no longer complies 
with the provisions of section 1902 or that in the administration of the 
plan there is failure to comply substantially with any such provision. 
Until the Secretary is satisfied that there is no longer any failure to 
comply, he will make no further payments to the State or in his 
discretion will limit payments to categories under or parts of the plan 
not affected by such failure. 

SECTION 1905. DEFINITIONS 

Section 1905(a) defines the term "medical assistance" to mean 
payment of part or all of the cost of the following care and services 
(if provided in or after the third month before the month the recipient 
makes application) for individuals who are under the age of 21 and 
who except for section 406 (a) (2) are (or would, if needy, be) dependent 
children as defined under title IV, or who are relatives specified in 
section 406(b) (1) with whom such children are living, or who are 65 
years of age or older, are blind, or are 18 years of age or older and 
permanently and totally disabled, but whose income and resources 
are insufficient to meet all of such cost

(1) inpatient hospital services; 
(2) outpatient hospital services; 
(3) other laboratory and X-ray services; 
(4) skilled nursing home services; 
(5) physicians' services, whether furnished in the office, the 

patient's home, a hospital, a skilled nursing home, or elsewhere; 
(6) medical care, or any other type of remedial care recognized 

under State law, furnished by licensed practitioners within the 
scope of their practice as defined by State law; 

(7) home health care services; 
(8) private duty nursing services; 
(9) clinic services; 
(10) dental services; 
(11) physical therapy and related services; 
(12) prescribed drugs, dentures, and prosthetic devices; and 

eyeglasses prescribed by a physician skilled in diseases of the eye 
or by an optometrist, whichever the individual may select; 

(13) other diagnostic, screening, preventive, and rehabilitative 
services; and 

(14) any other medical care, and any other type of remedial 
care recognized under State law, specified by the Secretary; 

but the term does not include-
(A) payments with respect to care or services for an individual 

who is an inmate of a public institution (except as a patient in 
a medical institution); or 

(B) payments with respect to care or services for any individual 
who has not attained 65 years of age and who is a patient in an 
institution for tuberculosis or mental diseases. 
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Section 1905 (b) defines the term "Federal medical assistance per
centage". Such percentage for a State is 100 per centum minus the 
percentage which bears the same ratio to 45 per centum as the square
of the per capita income of such State bears to the square of the per 
capita income of the 50 States and the District of Columbia. Such 
percentage is in no case less than 50 per centuin or more than 83 
per centum, except that for Puerto Rico, the Virgin Islands, and 
Guam it is set at 55 per centum. Determination and promulgation
by the Secretary of the Federal medical assistance percentage will be 
in accordance with the provisions of section 1101(a) (8) (B) of the act, 
except that such promulation will be made as soon as possible after 
enactment of the bill and it will be conclusive for each of the 6 quarters 
in the period January 1, 1966, through June 30, 1967. 

SECTION 121. ESTABLISHMENT OF PROGRAMS-(Con.) 

Section 12.1(b) of the bill provides that no payment may be made to 
any State under title I, IV, X, XIV, or XVI of the Social Security 
Act for aid or assistance in the form of medical or any~other type of 
remedial care for any perid for which such State receives payments 
under title XIX (as added to such act by sec. 121 (a) of the bill), or for 
any period after June 30, 1967. 

Paragraph (1) of section 121 (c) of the bill (effective January 1, 
1966) amends section 1101 (a)(1) of the act to make a necessary con
forming change.

Paragraph (2) of section 121(c) of the bill amends section 1109 of 
the act to provide that any amount which is disregarded (or set aside 
for future needs) in determining eligib~ility for and amount of the aid 
or assistance for an individua under a State plan approved under 
title I, IV, X, XIV, XVI, or XIX of the act is not to be taken into 
consideration in determining the eligibility for or amount of medical 
assistance for any other individual under a State plan approved under 
such title XIX. 

Paragraph (3) of section 121(c) of the bill (effective January 1, 1966)
amends section 1115 of the act to make necessary conforming changes. 

SECTION 122. PAYMENT BY STATES OF PREMIUMS FOR 
SUPPLEMENTARY HEALTH INSURANCE 

Section 122 of the bill amends sections 3(a), 403(a), 1003(a),
1403(a), and 1603(a) of the Social Security Act to authorize Federal 
financial participation in expenditures by a State under its approved
plans under the respective public assistance titles of such act for 
premiumns paid for supplementary health insurance benefits for the 
aged (the insurance program under part B of title XVIII of the 
Social Security Act, as added by the bill) for individuals who receive 
money payments under any such title. 
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TITLE II-OTHER AMENDMENTS RELATING TO 
HEALTH CDARE 

PART 1-MATERNAL AND CHILD HEALTH AND CRIPPLED

CHILDREN'S SERVICES


SECTION 201. INCREASE IN MATERNAL AND CHILD 
HEALTH SERVICES 

Section 201 (a) of the bill amends section 501 of the Social Security
Act to increase the authorization of appropriations for grants to the 
States, for maternal and child health services under part 1 of title V 
of such Act to $45 million for the fiscal year ending June 30, 1966; 
$50 million for the fiscal year ending June 30, 1967; $55 million each 
for the fiscal years ending June 30, 1968 and 1969; and $60 million for 
the fiscal year ending June 30, 1970, and for each fiscal year there
after. Under existing law the authorized appropriation is $40 million 
each for the fiscal years ending June 30, 1966 and 1967, $45 million 
each for the fiscal years ending June 30, 1968 and 1969, and $50 
million for the fiscal year ending June 30, 1970, and for each year 
thereafter. 

Section 201(b) of the bill amends section 504 of the Act by adding 
a new subsection (d) which makes payments to States after June 30, 
1966, contingent upon a satisfactory showing that the State is extend

igthe provision of maternal and child health services in the State 
wi9th a view to making such services available to children in all parts
of the State by July 1, 1975. 

SECTION 202. INCREASE IN CRIPPLED CHILDREN'S 
SERVICES 

Section 202(a) of the bill amends section 511 of the Social Security
Act to increase the authorization of appropriations for grants to the 
States for crippled children's services under part 2 of title V of such 
Act to $45 milion for the fiscal year ending June 30, 1966; $50 million 
for the fiscal year ending June 30, 1967; $55 million each for the fiscal 
years ending June 30, 1968 and 1969; and $60 million for the fiscal 
year ending June 30, 1970, and for each fiscal year thereafter. Under 
existing law the authorized appropriation is $40 million each for the 
fiscal years ending June 30, 1966 and 1967, $45 million for the fiscal 
years ending June 30, 1968 and 1969, and $50 million for the fiscal 
year ending June 30, 1970, and for each fiscal year thereafter. 

Section 202(b) of the bill amends section 514 of the Act by adding 
a new subsection (d) which makes payments to States after June 30, 
1966, contingent upon a satisfactory showing that the State is extend
ing the provision of crippled children's services in the State with a 
view to making such services available to children in all parts of the 
State by July 1, 1975. 
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SECTION 203. TRAINING OF PROFESSIONAL PERSONNEL 
FOR THE CARE OF CRIPPLED CHILDREN 

Section 203 of the bill amends part 2 of title V of the Social Security 
Act by adding a new section 516 which authorizes grants to public or 
other nonprofit institutions of higher learninag for training professional 
personnel for health and related care of crippled children, particularly 
mentally retarded children and children with multiple handicaps. 
Authorizations for appropriations are $5 million for the fiscal year 
ending June 30, 1967, $10 million for the fiscal year ending June 30, 
1968, and $17.5 million for each fiscal year thereafter. 

SECTION 204. PAYMENT FOR INPATIENT HOSPITAL 
SERVICES 

Section 204(a) of the bill amends section 503 (a) of the Social 
Security Act to require a State plan for maternal and child health 
services to provide, effective July 1, 1967, for payment of the reason
able cost (as determined in accordance with standards approved by 
the Secretary and included in the plan) of inpatient hospital services 
provided under the plan. 

Section 204(b) of the bill amends section 513(a) of the Act to 
require a State plan for services for crippled children to provide, 
effective July 1, 1967, for payment of the reasonable cost (as deter
mined in accordance with standards approved by the Secretary and 
included in the plan) of inpatient hospital services provided under 
the plan. 

SECTION 205. SPECIAL PROJECT GRANTS FOR HEALTH 
OF SCHOOL AND PRESCHOOL CHILDREN 

Section 205 of the bill amends part 4 of title V of the Social Security 
Act by inserting a new section to provide special project grants to 
promote the health of school and preschool children. In conforming 
changes the heading of part 4 is revised accordingly and section 532 is 
redesignated section 533. 

The new section 532(a) authorizes appropriations of $15 million 
for the fiscal year ending June 30, 1966, $35 million for the fiscal year 
ending June 30, 1967, $40 million for the fiscal year ending June 30, 
1968, $45 million for the fiscal year ending June 30, 1969, and $50 
million for the fiscal year ending June 30, 1970, for special project 
grants in order to promote the health of children and youth of school 
and preschool age, particularly in areas with concentrations of low 
income families. Section 532(b) authorizes the Secretary to make 
grants to a State health agency and (with the consent of such agency) 
to the health agency of any political subdivision of the State, to thle 
State agency administering or supervising the administration of the 
crippled children's program under part 2q title V of the Social Security 
Act, to any school of medicine (with appropriate participation by 
a school of dentistry), and to any teaching hospital affiliated with 
such a school, to pay not to exceed 75 percent of the cost of projects 
of a comprehensive nature for health care and services for children 
and youth of school age or for preschool children (to help them 
prepare to start school). Projects for children and youth of school 
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age must include such screening, diagnosis, preventive services, 
treatment, correction of defects, and aftercare, both medical and 
dental, as may be provided for in regulations of the Secretary. Treat
ment, correction of defects, and aftercare are to be available under the 
projects only to children who would not otherwise receive them because 
they are from low income families or for other reasons beyond their 
control. Projects must provide for coordination of the health care 
and sevcsprovided under them with, and for utilization of, other 
State or local health, welfare, and education programs for children, and 
for payment of the reasonable cost of inpatient hospital services. 

The new section 532(c) provides for payment of the grants under 
section 532 in advance or by way of reimbursement, in such install
ments and on such conditions as the Secretary determines. 

SECTION 206. EVALUATION AND REPORT 

Section 206 of the bill requires the Secretary to submit to the 
President for transmission to the Congress before July 1, 1969, a full 
report of the administration of section 532 of the Social Security Act 
(special project grants for health of school and preschool children)
together with an evaluation of the program and recommendations as 
to continuation of and modifications in the program. 

PART 2. IMPLEMENTATION OF MENTAL RETARDATION


PLANNING


SECTION 211. AUTHORIZATION OF APPROPRIATIONS 

Section 211(a) of the bill amends section 1701 of the Social Security
Act to authorize appropriations for assisting States in initiating the 
implementation an carryng out of planning and other steps to combat 
mental retardation. The amounts authorized to be appropriated are 
$2,750,000 for the fiscal year ending June 30, 1966, and $2,750,000 
for the fiscal year ending June 30, 1967. 

Section 211 (b) of the bill amends section 1702 of the act to provide
that the sums appropriated pursuant to section 1701 for the fiscal year 
ending June 30, 1966, are to be available for grants during that fiscal 
year and the 2 immediately succeeding fiscal years, and that the sums 
appropriated for the fiscal year ending June 30, 1967, are to be avail
able for such grants during that fiscal year and the immediately
succeeding fiscal year. 

PART 3-PUBLIC ASSISTANCE AMENDMENTS RELATING TO 
HEALTH CARE 

SECTION 221. REMOVAL OF LIMITATIONS ON FEDERAL 
PARTICIPATION IN ASSISTANCE TO AGED INDIVIDU
ALS WITH TUBERCULOSIS OR MENTAL DISEASE 

Paragraphs (1) and (2) of section 221(a) of the bill, and paragraphs
(1) and (2) of section 221 (d), amend the definitions of the terms 
"old-age assistance", "aid to the aged, blind, or disabled" (insofar 
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as it relates to the aged), and "medical assistance for the aged", as 
those terms appear in titles I and XVI of the Social Security Act. 
These amendments remove the limitations on Federal participation 
in aid or assistance to aged individuals who are patients in institutions 
for tuberculosis or mental diseases or who are patients in medical 
institutions as a result of a diagnosis of tuberculosis or psychosis.

Section 221 (b) and (c) of the bill, and paragraph (1) of section 
221(d), amend the definitions of the terms 'aid to the blind", "aid 
to the permanently and totally disabled", and "aid to the aged, 
blind, or disabled" (insofar as it relates to the blind or disabled), as 
those terms appear in titles X, XIV and XVI, respectively, of the 
Social Security Act so as to remove the existing limitations in those 
titles on Federal sharing in aid to individuals who are patients in 
medical institutions as a result of a diagnosis of tuberculosis or 
psychosis. Federal financial participation would remain unavailable 
with respect to payments to or care in behalf of blind -or disabled 
individuals who are patients in an institution for tuberculosis or 
mental diseases under such titles X and XIV, and under such title 
XVI in the case of individuals under age 65. 

Paragraph (3) of section 221 (a) of the bill, and paragraph (3) of 
section 221(d), amend sections 2(a) and 1602(a), respectively, of the 
Social Security Act to add new plan requirements for a State which 
elects to include assistance in its State plan under title I (or aid or 
assistance in its State plan under title XVI, insofar as such aid relates 
to the aged) to or in behalf of individuals who are patients in tuber
culosis or mental institutions. Such plan requirements are the same 
as those set forth in section 1902(a) (20) and (21) of title XIX as added 
to the Social Security Act by section 121 (a) of the bill. 

Paragraph (4) of section 221 (a) of the bill, and paragraph (4) of 
section 221(d), add provisions to sections 3 and 1603, respectively,
of the Social Security Act comparable to the provision set forth mn 
section 1903(b) of title XIX (as added by section 121(a) of the bill). 
These provisions make the Federal share in State expenditures with 
respect to aged patients in institutions for tuberculosis or mental 
diseases contingent upon a comparable increase in total expenditures in 
the State for mental health services. 

Section 221(e) of the bill provides that the amendments made by 
the preceding provisions of section 221 will apply to expenditures
made after December 31, 1965, under a State plian approved under 
title I, X, XIV, or XVI of the Social Security Act. 

SECTION 222. 	 AMENDMENT TO DEFINITION OF MEDICAL 
ASSISTANCE FOR THE AGED 

Sections 222 (a) and 222(b) of the bill amend sections 6(b) and 
1605(b), respectively, of the Social Security Act, to permit Federal 
sharing in State expenditures for medical assistance for the aged in 
the case of individuals who also received old-age assistance or aid to 
the aged, blind, or disabled in the month of their admittance to or 
discharge from a medical institution. 

Section 222(c) of the bill provides 'that these amendments will apply 
to expenditures under a State plan approved under title I or XVI of 
the act with respect to care and services provided under such plan
after June 1965. 
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TITLE III-SOCIAL SECURITY AMENDMENTS 

Section 300 of the bill provides that title III of the bill may be cited 
as the "Old-Age, Survivors, and Disability Insurance Amendments 
of 1965". 

SECTION 301. INCREASE IN OLD-AGE, SURVIVORS, AND 
DISABILITY INSURANCE BENEFITS 

Section 301 of the bill provides for a revised benefit table to effectu
ate a 7-percent benefit increase and new maximum benefit amounts. 

Primary insuranceamount 
Section 301 (a) of the bill amends section 215 of the Social Security 

Act to substitute for the present benefit table a new table. The new 
table effectuates the increase for people who were on the benefit 
rolls in any month after December 1964 and provides benefit amounts 
higher than those under present law for people who come on the 
benefit rolls in and after the month in which the bill is enacted. 
The new primary insurance amounts, shown in column IV of the table, 
represent an increase of 7 percent in the primary insurance amounts, 
with a minimum increase of $4, over the primary insurance amounts 
provided in present law, for average monthly wages up to and including 
$400 a month. (The primary insurance amount is the amount pay
able to a worker who retires at or after age 65 or to a disabled worker, 
and it is also the amount from which all other benefits are determined.) 

An approximation of the benefits shown in the new benefit table 
can be arrived at by taking 62.97 percent of the first $110 of the 
average monthly wage, plus 22.9 percent of the next $290, plus 21.4 
percent of the next $66. Benefits in the present table approximate 
58.85 percent of the first $110 of average wage plus 21.4 percent of 
the next $290. 

The primary insurance amounts provided by the revised table range 
from a minimum of $44 for people whose average monthly wage is $67 
or less to a maximum of $149.90 for people who have the average 
monthly wage of $466 that will become possible in the future with 
the $5,600 contribution and benefit base which the bill (in sec. 320) 
provides. The primary insurance amounts of retired workers who are' 
now on the benefit rolls is raised from $40 to $44 at the minimum and 
from $127 to $135.90 at the maximum. 

Under the revised benefit table, the total monthly amount of benefits 
payable' to a family on the basis of a single earnings record will be 

determined on the basis of a new formula. The maximum family 
benefit in present law (shown in column V of the benefit table) is the 
smaller of 80 percent of the average monthly wage or $254-twice the 
maximum pnimary insurance amount of $127-but it does not operate 
to reduce the family benefits to less than I1Y2times the primary insurance 
amount. The $254 amount applies over a rather wide range of average 
monthly wage levels, so that the maximum family benefit is not wage-
related at average monthly wage levels above $317. The formula used 
to determine the new maximum family benefit amounts (these amounts 
are shown in column V of the benefit table in the bill) is 80 percent of 
the average monthly wage up to the point at which the average 
monthly wage amo~unt is two-thirds of t~he maximum possible average 



196 SOCIAL SECURITY AMENDMENTS OF 1965 

monthly wage specified in the law, plus 40 percent of the remainder 
of the average monthly wage. This formula produces, at the maxi
mum average monthly wage, a maximum family benefit of two-thirds 
of the average monthly wage. Specifically, with the $5,600 contri
bution and benefit base, the 40-percent part of the formula would begin 
to operate above the $314 average monthly wage level, which is about 
two-thirds of the maximum average monthly wage of $466 (more
precisely, it is the top of the average-monthly-wage bracket that in
cludes the amount that is two-thirds of $466). As under present law, 
the maximum will not operate to reduce family benefits below 1% 
times the primary insurance amount. (Because this new formula for 
determining the maximum family benefits would result in lower family
benefits ($253.20) than are provided under present law for average
maonthly wages in the range $315 to $319, the present $254 maximum 
is retained for this range in the new table.) 
Primaryinsuranceamount under 1958 act, as modified 

Section 301 (b) of the bill amends section 215(c) of the act to provide
that a person who became entitled to old-age or disability insurance 
benefits before the date of enactment of the bill, or who died before 
such date, will have his primary insurance amount, as determined 
under the provisions of present law and appearing in column II of the 
revised table, converted to the higher primary insurance amount 
appearing on the same line in column IV of the new table. Under 
present law, column II shows the primary amounts in effect prior
to the Social Security Amendments of 1958 and column IV of the table 
shows the amounts to which the primary insurance amounts in column 
ii were converued as a result of those amendments. 
Maximum benefits for people already on the rolls 

Section 301(c) of the bill amends section 203(a) (2) of the act to 
assure an increase in the family benefits for families who were on the 
benefit rolls after December 1964 and whose benefits were determined 
under the provisions of the law in effect prior to the enactment of the 
bill. In the absence of such a provision some families now on the 
benefit rolls could receive little or no increase in benefits, since their 
benefits are already at or near the maximum amount that would be 
payable to the family. The bill provides that the maximum family
benefit for each month after December 1964 will be the larger of (1)
the family maximum specified in column V of the new table or (2) the 
sumn of all family members' benefits after each such benefit has been 
increased by 7 percent (and rounded to the next higher 10 cents if it 
is not already a multiple of 10 cents). The section also repeals section 
203 (a) (3) of the act, which is a special saving clause for the maximum 
family benefits of people who became disabled before 1959. This 
clause is no longer needed since families whose benefits were deter-
minded under this clause are now covered by paragraph (2) of section 
203(a) as amended by the bill. 
Effective date 

Section 301 (d) of the bill provides that the benefit increases pro
vided for by subsections (a), (b), and (c) of section 301 will be effective 
for monthly benefits for months after December 1964 and for lump-sum
death payments where death occurs in or after the month of enactment 
of the bill. 
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Special provision for conversion of a disability insurance benefit to an 
old-age insurance benefit 

Section 301 (e) of the bill is a special transitional provision which 
applies to an individual who was entitled to a disability insurance 
benefit for December 1964 and who became entitled to old-age in
surance benefits in January 1965, to make certain that his primary 
insurance amount is increased. The general rule, provided in section 
215(a) (4) of present law, that would apply in this situation is that 
an individual who was entitled to a disability insurance benefit for 
the month before he becomes entitled to an old-age insurance benefit 
will have as his primary insurance amount (and therefore his old-age, 
insurance benefit) the amount in column IV of the table that is equal 
to his disability insurance benefit. In the situation outlined above, 
the individual's disability insurance benefit, since it was derived from 
a primary insurance amount determined under present law, does not 
have any direct connection with column IV of the table, which con
tains the new benefit amounts; and thus the general rule cannot be 
applied to this individual. Therefore, section 301 (e) of the bill 
provides that his primary insurance amount is the amount in column 
IV of the table on the same line as that on which, in column II, 
appears his present primary insurance amount. (This primary in
surance amount in col. II is equal to his disability insurance benefit 
under present law.) 
Additional primary insurance amounts effective in January 1971 

Section 301 (f) of the bill revises and extends the benefit table 
effective with monthly benefits payable for January 1971. The 
benefit table is extended to take account of average monthly wages 
up to $550, the maximum average monthly wage that will be possible 
under the $6,600 annual contribution and benefit base that WIll be 
effective for years after 1970. Under the extended table, additional 
primary insurance amounts are provided up to a maximum of $167.90, 
based on an average monthly wage of $550'. 

The maximum family benefits were revised and extended on the 
basis of the same formula that was used in arriving at the maximum 
family benefits in the table provided in section 301 (a). As a result, 
increased family maximum amounts are provided for average monthly 
wages of $315 to $466 (the maximum average monthly wage under 
the $5,600 base), since with the increase in the base the point up to 
which the 80-percent part of the formula applies is raised from $314 to 
$370. Also, of course, higher maximum family benefits are provided 
for the average monthly wages above $466 that will be possible under 
the $6,600 base, up to a maximum of $368 for an average monthly 
wage of $550. 

SECTION 302. COMPUTATION AND RECOMPUTATION OF 
BENEFITS 

Section 302 of the bill provides for automatic recomputation of 
benefit amounts under title II of the Social Security Act to take ac
count of earnings after entitlement to benefits, and makes technical 
changes in the provisions for computation of benefits to facilitate 
automatic recomputation. 
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Average monthly wage 
Section 302 (a) (1) of the bill amends subparagraph (C) of section 

215(b) (2) of the act to exclude from an insured individual's computa
tion base years (from which the years to be used in the benefit com
putation are chosen) the year in which he became entitled to benefits 
and to include in his computation base years (for purposes of survivors' 
benefits) the year in which he died. As a result of this change, an 
individual's computation base years are the calendar years occurring
after 1950 (or after 1936, as provided in section 215(d)) and up to the 
year in which his first month of entitlement to a benefit occurs or the 
year after the year in which he dies. 

Section 302 (a) (2) amends section 215(b) (3) of the act to provide
that the number of an individual's elapsed years (which determine 
the number of years to be used in the benefit computation) will be 
counted up to the year in which he reaches age 65 (age 62 for women) 
or dies whether or not he is fully insured in that year. Under present 
law, an individual's elapsed years are counted up to the year in which 
he isboth fully insured and age 65 (62 for women). Since almost all in
sured individuals are now insured by the time they reach the required 
age, the deletion of the provision in present law results in a simplifi
cation of the computation provisions. 

Section 302(a) (3) amends paragraphs (4) and (5) of section 215(b) 
of the act. Paragraph (4), as amended, makes the new provisions of 
section 215(b) applicable only in the case of an individual who dies or 
becomes entitled to benefits or to a benefit recomputation under section 
215(f)(2), as amended by the bill, after Decemberl1965. The require
ment in present law that an individual have not less than six quarters
of coverage after 1950 in order to have his average monthly wage
determined entirely on his earnings after 1950 is omnitted from the 
amended paragraph. Paragraph (5), as amended, preserves the 
present method of computing the average monthly wage for people 
who, after the bill is enacted and prior to 1966 (the effective date of 
automatic recomputation), become entitled to benefits or a recompu
tation of benefits. 
Primaryinsurancebenefit under 1939 act 

Section 302(b) of the bill makes a minor conforming change and 
updates a reference in section 215(d) of the act, relating to computation 
of primary insurance benefits under the 1939 Social Security Act. 
Certainwages and self-employment income not to be counted 

Section 302(c) of the bill amends section 215(e) of the act by strikin~ 
out paragraph (3), which provides for a recomputation, for se 
employed people who operate on a fiscal-year basis, to include earnings 
in the year of entitlement that were not available for inclusion in the 
original computation. This provision' will not be needed, since these 
earnings will be taken into account under the automatic recomputation 
provisions which will be provided under section 215(f) as amended by
the bill. 
Recomputation of benefits 

Section 302(d)(1) of the bill amends section 215(f)(2) of the act 
by providing for annual automatic recomputation of benefits, be
ginning in 1966. 

The recomputation will take into account any earnings the person 
had in or after the year in which he became entitled to benefits (under 
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present law, a recomputation to include earnings in a year after 
entitlement requires an application and is not available unless the 
person had earnings of more than $1,200 for the year). The bill 
would also delete the requirements in present law that the person 
have six quarters of coverage after 1950 in order to qualify for the 
recomputation. A recomputation under the amended section 
215(f) (2) will be effective, in the case of a living beneficiary, with 
January of the year following the year in which the earnings were 
received, and in death cases it will be effective for survivors' benefits 
beginning with the month of death. 

Section 302(d)(2) repeals paragraphs (3), (4), and (7) of section 
2 15(f) of the act, thereby eliminating the provisions for a recomputa
tion to include earnings in the year of entitlement to benefits or in 
the year in which an individual's benefits were recomputed on account 
of additional earnings, the provisions for a recomputation for the 
purpose of paying benefits to survivors of an individual who died 
after 1960 and who had been entitled to old-age insurance benefits, 
and the provision for recomputing at age 65 the benefits of an indi
vidual who became entitled to benefits before that age. All of these 
are replaced by the automatic recomputation provision. 
Recomputation of di~sability insurance bene~fits 

Section 302(e) of the bill amends section 223 (a) (2) of the act so that 
the provisions for computing disability insurance benefits will conform 
with the changed provisions for computing old-age insurance benefits. 
Eeffective dates and saving provisions 

Section 302(f) (1) of the bill provides that the repeal of section 
2 15(e) (3) of the act made by section 302 (c) (pertaining to recomputa
tions for certain self-employed people) will be effective for individuals 
who become entitled to benefits after 1965. 

Section 302(f) (2) provides that in any case where an individual 
would, by filing an application prior to January 2, 1966, be entitled to 
have his benefit recomputed under the provisions of existing law, 
the individual will be deemed to have filed an application on the 
date of enactment of the bill or the earliest date of eligibility there
after and prior to January 2, 1966. Thus anyone who would profit 
from a recomputation under the provisions of present. law will have his 
benefit amount recomputed automatically as though he had filed an 
application for that recomputation. The new automatic recomputa
tion provisions will take over for the future. 

Section 302(f)(3) retains paragraphs (3) and (4) of section 215(f) 
of present law for the purpose of providing, for survivors' benefits, a 
recomputation of the primary insurance amount of an individual who 
was entitled to an old-age insurance benefit and who died after 1960 
and before 1966 without having filed an application for a recomputa
tion. The new recompatation provisions will apply to deaths oc
curring after 1965. 

Section 302(f)(4) retains until 1966 section 215(f)(7) of the act, 
which provides for the automatic recomputation of benefits to take 
account of earnings a man who is receiving actuarially reduced 
benefits may have had after entitlement and through the year of death 
or attainment of age 65. After 1965, these recomputations will be 
made under the new automatic recomputation provisions. 
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Section 302(f) (5) provides that the amendments made by section 
302(e) (relating to computations of disability insurance benefits) will 
apply to individuals who become entitled to disability insurance bene
fits after 1965. 

Section 302(f) (6) retains the provisions for figuring the average
monthly wage which were in effect prior to the Social Security Amend
ments of 1960 so that an individual who was eligible for old-age in
surance benefits before 1961 but who became entitled to benefits or 
died after 1960 can have his average monthly wage figured over less 
than 5 years of earnings where such a computation will result in a 
higher primary insurance amount. (Generally, under the, Social 
Security Amendments of 1960, at least 5 years have to be used in the 
computation of the average monthly wage.) 

SECTION 303. DISABILITY INSURANCE BENEFITS 

Under existing law, the term "disability" is defined as inability to 
engage mn any substantial gainful activity by reason of any medically
determinable physical or mental impairment which can--be expected 
to result in death or to be of long-continued and indefinite duration. 

Section 303 (a) of the bill amends clause (A) of the first sentence 
of section 2 16 (i) (1), and paragraph (2) of section 223 (c), of the Social 
Security Act, by striking out in both provisions the reciuirement that 
the individual's impairnent be one which can be expecied to result in 
death or to be of long-continued and indefinite duration. 

Paragraph (1) of section 303(b) of the bill amends (and recodifies)
paragraph (2) of section 216(i) of the Social Security Act'to provide
that a pveriod of disability will end with the second month after the 
month mn which disability ceases (as under existing law) if the indi
vidual has been under a disability continuously at least 18 months, 
but that such period will end with the first month after such cessation 
where he has been under a disability for a continuous period of less 
than 18 months. The new paragraph (2) also eliminates the present
requirement that the individual must be under a disability when his 
application for a period of disability is filed and substitutes instead the 
requirement that no application for a disability determination which 
is filed more than 12 months after the month in which a period of 
disability would end (as specified in this section) shall be accepted.

Paragraph (2) of section 303(b) of the bill makes conforming
changes in section 2 16(i) (3) of the Act. 

Paragraph (3) of section 303(b) of the bill amends paragraph (1) of 
section 223 (a) of the Act to provide that an individual who is insured 
for disability insurance benefits (as determined under subsection 
223(c) (1)), has not attained age 65, and has filed application for dis
ability insurance benefits is entitled to a disability insurance benefit 
for each month in his disability payment period (a new term which is 
defined in sec. 223(d), added by sec. 303(c) of the bill). This amend
ment eliminates the requirement in p resent law that an individual 
mnust be under a disability when he files his application for disability
insurance benefits. In view of the change in the definition of dis
ability and the provision in present law granting 12 months retro
activity to applications, this amendment permits the payment of 
benefits in those cases of extended disability which terminated before 
an application was ifiled. Thus, benefits will be paid for months of 
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disability even though at the time of filing application the disability
has ceased so long as such months of disability fall within the period 
of retroactivity of the application.

Paragraph (4) of section 303(b) of the bill amends section 223(c)
(3) (A) of the Act to eliminate the requirement that the individual 
must be under a disability which continues until his application for 
disability insurance benefits is filed. This amendment conforms to 
the amendment made by section 303(b) (3) of the bill, which eliminates 
the need for the existence of disability at the time the application 
was filed. 

Section 303(c) of the bill amends section 223 of the Social Security 
Act by adding a new subsection (d) which defines the term "disability 
payment period.

Paragraph (1) of the new subsection (d) provides that, for pur
poses of section 223, the term "disability payment period" means 
the period beginning with the last month of the individual's waiting 
period and ending with the month preceding whichever of the fol

lowing months is the earliest: the month in which he dies, the month 
in which he attains age 65, or either the second month following the 
month in which his disability ceases if he has been under a disability 
for a continous period of less than 18 calendar months or the third 
month following the month in which his disability ceases if he has 
been under a disability continuously for at least 18 calendar months. 
Under the amendment, three substantive changes are made in existing
law. One change permits entitlement to benefits to begin with the 
6th month of the waiting period-i month earlier than Under present
law under which entitlement to disability benefits cannot begin
earlier than the first month after the waiting period. The second 
change is to provide for benefits only for 2 additional months (as 
against 3 additional months underp resent law)-the month in which 
thel disability ceased and the subsequent month-where the dis
ability lasted less than 18 months. Where the disability lasted at 
least 18 months present law is retained by providing an adjustment 
period of 3 months' benefits. The third change is to eliminate the 
requirement that a disability benefit terminates with the month 
before the first month for which the individual is entitled to old-age
insurance benefits. This is a conforming change made necessary 
by section 304 (a) of the bill under which a disability insurance benefit 
may be paid after the individual becomes entitled to old-age insurance 
benefits. 

Paragraph (2) of the new subsection (d) provides that if an individ
ual had a period of disability which lasted at least 18 calendar months 
and which ceased within the 60-month period preceding the first 
month of his waiting period and such individual applies for disability 
insurance benefits on the basis of a disability which, at the time of 
application, can be expected to last at least 12 months or to result in 
death, then for purposes of section 223 the term "disability payment 
period" includes each month in the waiting period with respect to 
which such application was filed. 

Paragraphs (1), (2), and (3) of section 303(d) of the bill make con
forming changes in sections 222(c) (5), 223(a) (2)(B), 223(b), and 
202(j) (1) of the Social Security Act. Paragraph (3) further amends 
section 223(b) to take into account the amendment made by section 
303(b) (3) of the bill, which eliminates the need for the individual to be 

45-399 0-45---14 



202 SOCIAL SECURITY AMENDMENTS OF 196!5 

under a disability at the time application is filed. The paragraph also 
amends section 202(j) (1) of the act to make it clear that a disability 
benefit payable under section 223 will be reduced so as not to render 
erroneous benefits paid prior to the filing of an application for dis
ability benefits. This is in conformity with the amendment made by
section 304 of the bill under which a larger benefit can become payable 
for prior periods during which other benefits had already been paid. 

Paragraph (1) of section 303(e) of the bill provides that the amend
mnents made by subsection (a) (eliminating the requirement that the 
individual's impairment be one that is expected to be of long-continued 
and indefinite duration or to result in death), by paragraphs (3) and (4)
of subsection (b) (relating to eligibility for disability insurance bene
fits), and by paragraph (3) of subsection (d) (relating to such eligibility
after termination of a period of -disability) of section 303 of the bill, 
and subparagraphs (B), (E), and (F) of section 216(i) (2) of the Social 
Security Act as amended by subsection (b) (1) of section 303 (relating 
to establishing periods of disability), will be effective with respect to 
applications under sections 223 and 216(i) of the Social Security Act 
filed in or after the month in which the bill is enacted, or with respect
to applications filed before such month if the applicant has not died 
before such month and if either (1) notice of the final decision of the 
Secretary has not been given~to the applicant before such month, or 
(2') such notice has been so given before such month but a civil action 
thereon is commenced (whether before, in, or after such month, under 
section 205(g) of the Social Security Act and the decision in such civil 
action has not become final before such month. However, no monthly
insurance benefits under title II of the Social Security Act are to be 
payable or increased by reason of the amendments made by sub
sections (a) and (b) of section 303 of the bill for months before the 
second month after the month of enactment of the bill. Periods of 
disability as defined in section 216(i) (2) of the Social Security Act 
may be established on the basis of the modified definition of disa,
bility even though such periods commence before the enactment of 
the bill 

Paragraph (2) of section 303(e) of the bill provides that the new 
section 223(d)(1) of the Social Security Act (relating to disability 
payment periods) will be applicable in the case of applications for 
disability insurance benefits filed by individuals the last month of 
whose waiting period occurs after the month of enactment of the bill. 
Those individuals whose waiting periods begin before the enactment 
of the bill will obtain the benefit of this amendment if the 6th month 
of their waiting period comes no earlier than the month after the 
month of enactment. Subparagraph (C) of such section 223(d) (1)
(relating to the month in which disability payment periods end) 
applies to individuals entitled to disability insurance benefits whose 
disability ceases in or after the second month after the month of 
enactment of the bill. Thus, the reduction from 3 months to 2 
months in cases of disabilities lasting less than 18 months will not 
apply to any cases where the disability ceased before such second 
month. 

Paragraph (3) of section 303(e) of the bill provides that the new 
section 223(d) (2) of the Social Security Act (relating to second dis
abilities), and the conforming amendments made by subsection (d)
of the bill, will be effective with respect to applications for disability 
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insurance benefits and for a disability determination filed after the 
month of enactment of the bill. 

Paragraph (4) of section 303(e) of the bill provides that section 
216(i) (2) (D) of the Social Security Act as amended by subsection 
(b) (1) of the bill (relating to the termination of a period of disability) 
will be effective with respect to a disability (as defined in sec. 216(i)
of the Social Security Act as amended by the bill) which ceases in or 
after the second month following the month of enactment of the bill. 

SECTION 304. PAYMENT OF DISABILITY INSURANCE 
BENEFITS AFTER ENTITLEMENT TO OTHER MONTHLY 
INSURANCE BENEFITS 

Section 304 of the bill provides that an individual under age 65 
may become entitled to disability insurance benefits after having 
become entitled to old-a e, wife's, husband's, widow's, widower's, or 
parent's insurance benef~s this is not possible under existing law. 

Section 304(a) adds a new paragraph (4) to section 202(k) of the 
Social Security Act to provide that a worker who is simultaneously 
entitled to both an old-age insurance benefit and a disability insurance 
benefit for any month will be entitled to receive only the disability
insurance benefit for that month. 

Section 304(b) changes the heading of section 202(q) of the act 
(relating to actuarial reduction of benefits) to include a reference to 
the reduction of disability insurance benefits and widow's insurance 
benefits (a reference to the latter is required because of the provision
for payment of reduced benefits to widows at age 60 which is added 
to the act by sec. 307 of the bill).

Section 304 (c) of the bill adds a new paragraph (2) to section 202 (q) 
of the act and renumbers the present paragraphs (2) through (7) 
as paragraphs (3) through (8). The new paragraph (2) provides' that 
if an individual is entitled to a disability insurance benefit after having 
been entitled to a reduced old-age insurance benefit, the disability 
insurance benefit (determined under sec. 223) will be reduced by the 
amount by which the old-age insurance benefit would have been re
duced if the worker had reached age 65 in the month in which he most 
recently became entitled to the disability insurance benefit. For 
example, if a man became entitled at exact age 62 to a reduced old-age 
insurance benefit of $80 (based on a primary insurance amount of $100) 
and became entitled at exact age 63 to a disability insurance benefit 
of $105 (determined under sec. 223 of the act), the disability insurance 
benefit would be reduced by $6.60 (one-third of $20.00), the amount by
which the old-age insurance benefit would have been reduced if the 
man had reached age 65 at the time when he became disabled. The 
effect of this provision is to reduce the disability insurance benefit to 
take account of the number of months for which the man actually got 
a reduced old-age insurance benefit before he became disabled. 

Section 304(d) of the bill changes section 20 2(q) (3)(B) of the act 
(which provides for reducing wife's or husband's benefits where the 
wife or husband is also entitled to old-age benefits) to make the pro
visions of subparagraph (B) inapplicable for months for which the 
individual is entitled to a disability insurance benefit as well as a 
wife's or husband's benefit. 



204 SOCIAL SECURITY AMENDIMENTS OF 1965 

Section 304(e) amends subparagraph (C) of paragraph (3) (as re
designated by the bill) of section 202(q) of the act to provide that 
where a person is entitled to both a disability insurance benefit and 
to a reduced wife's, husband's, or widow's insurance benefit, the wife's,
husband's, or widow's benefit will be reduced by the sum of: (1) the 
amount by which the disability insurance benefit was reduced to take 
account of prior entitlement to a reduced old-age insurance benefit, 
and (2) the amount by which the wife's, husband's, or widow's bene
fit would be reduced if it were equal to the amount by which such 
benefit (prior to any reduction) exceeded the unreduced disability
insurance benefit. 

Section 304(f) of the bill adds two new subparagraphs (F) and (G) 
to the redesignated paragraph (3) of section 202(q) of the act to pro
vide for reducing the disability insurance benefit of an individual who 
becomes entitled to the disability benefit after having become entitled 
to a widow's benefit which is reduced because it was taken before 
age 62. 

Subparagraph (F) sets forth the method for reducing the disability
insurance benefit of a woman who becomes entitled to that benefit 
at or after attainment of age 692 and who is entitled for the same month 
to a reduced widow's benefit. The amount of the reduction in the 
disability insurance benefit is whichever of the following is larger: (1)
the amount by which the disability insurance benefit had been reduced 
because of prior entitlement to a reduced old-age benefit at age 62 or 
later, or (2) a sum equal to the amount by which the widow's benefit 
which the woman was getting at age 62 was reduced plus the amount 
byl which the disability insurance benefit would be reduced (because of 
prior entitlement to a reduced old-age insurance benefit) if the dis
ability benefit were equal to the excess of the unreduced disability
benefit over the unreduced widow's insurance benefit. 

Subparagraph (G) sets forth the method for reducing the disability
insurance benefit of a woman who becomes entitled to the disability
benefit before attainment of age 692 and after entitlement to a reduced 
widow's benefit. Her disability insurance benefit will be reduced by
the amount by which her widow's benefit would have been reduced 
if she had attained age 62 in the first month for which she became 
entitled to the disability insurance benefit. 

Section 304(g) of the bill makes a conforming change in section 
202 (q) (4) (A) (as redesignated by the bill) to apply, to a person who is 
entitled to a disability insurance benefit which is reduced because of 
prior entitlement to a reduced benefit, the present provisions which set 
forth the method for reducing increases in benefits which occur after 
the person has com e on the rolls and before he reaches age 65. 

Section 304(h) of the bill adds a new subparagraph (F) to paragraph
(7) (as redesignated by the bill) of section 202(q) of the act to provide
that, in determining the "adjusted reduction period" (that is, the 
number of months in the reduction period for which a reduced benefit 
was actually 'paid and for which the old-age insurance benefit will be 
reduced for future months) applicable to a reduced old-age insurance 
benefit, any month for which a disability insurance benefit was payable
will be excluded. 

Section 304(i) of the bill is a conforming change in the redesignated
paragraph (8) of section 202(q) to apply to the reduced disability 
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insurance benefit the provision in existing law for reducing the amount 
of the reduction to the next lower multiple of 10 cents if it is not 
already a multiple of 10 cents. 

Section 304(j) of the bill makes a technical conforming change in 
paragraph (2) of section 202(r) of the act (relating to the presumed 
filing of application by individuals eligible for old-age insurance 
benefits and for wife's or husband's insurance benefits). 

Section 304(k) of the bill amends section 2 15(a) (4) of the act, which 
provides a method of determining the primary insurance amount of 
an individual entitled to a disability insurance benefit who dies, or 
becomes entitled to an old-age insurance benefit (in the case of a 
woman) or attains age 65 (in the case of a man). Under existing 
law the primary insurance amount in such cases is equal to the dis
ability insurance benefit; this provision operates properly under 
existing law because the disability insurance benefit is never reduced 
and thus is always equal to the primary insurance amount. Under 
the bill, however, the disability insuran~ce benefit may be reduced 
and therefore smaller than the primary insurance amount. Section 
304(k) therefore provides that the primary insurance amount to be 
used in the case where a disability beneficiary dies or becomes entitled 
to old-age insurance benefits or attains age 65 shall be the primary 
insurance amount on which the disability insurance benefit was based 
rather than the amount of the disability insurance benefit itself. 

Section 304(l) of the bill amends paragraph (2) of section 216(i) of 
the act to remove a reference to section 223 (a) (3) which is repealed 
by section 304(n) of the bill. 

Section 304(m) of the bill makes a conforming change in paragraph 
(2) of section 223(a) to take account of the reduction of the disability 
insurance benefit under the provisions of section 202(q) as amended 
by -the bill. 

Section 304(n) of the bill repeals paragraph (3) of section 223(a) 
of the act, thereby permitting an individual to become entitled to a 
disability insurance benefit after having become entitled to a widow's, 
widower's, parent's, old-age, wife's, or husband's insurance benefit. 

Section 304(o) of the bill provides that the amendments made by 
section 304 are to apply with respect to monthly benefits for and 
after the second month following the month of enactment of the 
bill on the basis of applications in or after such month of enactment. 

SECTION 305. DISABILITY INSURANCE TRUST FUND 

Section 305(a) of the bill amends section 201(b) (1) of the Social 
Security Act to increase the percentage of taxable wages appropriated 
to the disability insurance trust fund (now one-half of 1 percent) to 
three-fourths of 1 percent, effective with respect to wages paid after 
1965. 

Section 305(b) of the bill amends section 201(b)(2) of the Social 
Security Act to increase the percentage of taxable self-employment 
income. appropriated to the disability insurance trust fund (now 
three-eighths of 1 percent) to nine-sixteenths of 1 percent, effective 
with respect to taxable years beginning after 1965. 
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SECTION 306. PAYMENT OF CHILD'S INSURANCE BENE
FITS AFTER ATTAINMENT OF AGE 18 IN CASE OF CHILD 
ATTENDING SCHOOL 

Section 306(a) of the bill amends subparagraph (B) of section 
202(d) (1) of the Social Security Act to provide for the payment of 
benefits to a child up to the age of 22 if he is attending school. The 
amended subparagraph (B) also contains language relating to a child 
who is over 18 but who is unmarried and under a disability which began 
before he attained age 18 which conforms to the revised definition of 
disability in section 223(c) of the Social Security Act as amended by 
section 303(a) (2) of the bill. A child will be considered to be under 
a disability if the disability began before he attained the age of 18 
and lasted, or could be expected to last, for a continuous period of at 
least 6 calendar months or to result in his death. 

Subsection (b) (1) of section 306 amends the first sentence of section 
202(d) (1) of the Social Security Act (relating to the termination of 
child's benefits) by adding six new subparagraphs. The new sub
paragraphs (D) and (E) retain the provisions of existing law which 
terminate a child's benefit if he marries, dies, or is adopted (except 
for adoption by certain relatives) and provide in general for the termi
nation of the child's benefits at attaining age 18 if he is no longer 
attending school and is not under a disability.

The new subparagraph (F) providAR that benefits for a -child who 
is not disabled and is afl-time student in the month in which he 
attains age 18 will terminate with the last month in which he is a 
full-time student or the month before the month in which he attains 
age 22, whichever occurs first. 

The new subparagraph (G) provides that benefits for a child who 
becomes entitled to benefits after he attains age 18 and is not disabled 
will end with the last month in which he is a full-time student or the 
month before the month in which he attains age 22, whichever occurs 
first. 

The new subparagraph (H) provides that if a child ceases to be 
under a disability which began before he attained age 18 and which 
lasted for a continuous period of at least 18 months, and the child 
either attains age 22 before the close of the third month following the 
month in which his disability ceases or is not a full-time student during 
that month, his benefits will terminate with the month before such 
third month. However, if the child's disability lasted less than 18 
months, and he either attains age 22 before the close of the second 
month following the month in which his disability ceases or is not a 
full-time student in that month, his benefits will terminate with the 
month before such second month. 

The new subparagraph (I) provides that if a child's disability ceases 
after he attains age 18 but befor he attains age 22, and if he is a full-
time student in the thitd month (or second month, if his disability 
lasted less than 18 months) thereafter, his benefits will terminate with 
the last month in which he is a full-time student or the month before 
t-he month in which he attains age 22, whichever occurs first. 

Subsection (b) (2) of section 306 repeals a sentence which is no 
longer needed because it has been incorporated in the changes made 
by subsection (b) (1). 
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Subsection (b) (3) of section 306 adds two new paragraphs, (7) and 
(8), to section 202(d) of the act. The new paragraph (7) permits 
a child whose benefits are terminated after he attains age 18 to 
become reentitled to child's insurance benefits, on filing a new 
application, if he becomes a full-time student before age 22. Such 
reentitlement to benefits will end with the last month in which he 
is a full-time student or the month before the month in which he 
attains age 22, whichever occurs first. 

The new paragraph (8) defines "full-time student" and "educational 
institution." A full-time student is an individual who is in full-time 
attendance at an educational institution; whether or not the student 
was in full-time attendance is to be determined by the Secretary
in the light of the standards and practices of the school involved. 
Specifically excluded from the definition of "full-time student" is a 
person who is paid by his employer while attending school at the 
request (or pursuant to a requirement) of his employer. Benefits 
are payable for any period of 4 calendar months or less in which 
a person does not attend school if the person shows to the satisfaction 
of the Secretary that he intends to continue in full-time school 
attendance immediately after the end of the period, or if the person
is in fact in full-time attendance immediately after the end of the 
period.

The definition of "educational institution" includes all public
schools, colleges, and universities, and all private schools, colleges, 
and universities which are accredited by a State recognized or na
tionally recognized accrediting association. Also included are those 
nonaccredited schools, colleges, and universities whose credits are 
accepted, on transfer, by three accredited institutions on the same 
basis as if transferred from an accredited institution. 

Subsection (c)( 1) of section 306 of the bill adds a new subsection (s) 
to section 202 of the act. Paragraph'(1) of the new subsection (s) 
prevents a wife, widow, or surviving divorced mother from getting 
benefits if the only child in her care is getting benefits solely because 
he is a student. 

Paragraph (2) of the new subsection (s) revises the provisions of 
law which permit a person with a childhood disability to continue 
to get benefits when he marries another beneficiary, and which permit
such a beneficiary to continue to get benefits when he marries a 
person with a childhood disability. Benefits are payable if the 
child was under a disability which began before he attained age 18 or 
had been under such a disability in the third month before the month 
in which such marriage occurred. 

Paragraph (3) of the new subsection (s) retains the poion in 
existing law which permits a person entitled to benefits becarusieoof a 
childhood disability to become entitled to a higher spouse's benefit 
without meeting the generally applicable dependency requirement. 

Subsections (c)(2) through (c)( 13) of section 306 make conforming
changes to incorporate references to the new subsection (s). 

Subsections (c) (14) and (c) (15) of section 306 provide that the 
provisions of existing law which relate to withholding of benefits pay
able to a person with a 'childhood disability while an investigation of 
whether his disability still exists is being made or when he refuses 
to accept vocational rehabilitation services will not apply with 
respect to children over 18 who are attending school. 
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Subsection (d) of section 306 provides that the amendments made. 
by that section will be effective for January 1965 and months thereafter 
on the basis of applications for benefits filed in or after the month of 
enactment of the bill. Where a child was already on the rolls in the 
month the bill is enacted no application will be required. 

SECTION 307. REDUCED BENEFITS FOR WIDOWS

AT AGE 60


Widow'8 insurancebene~fits payable beginning at age 60 
Section 307 (a) (1) of the bill amends section 202(e) of the Social 

Security Act to provide that a widow may become entitled at age 60 
to benefits based on the earnings record of her deceased husband. 
Section 307 (a) (2) of the bill, by providing for the application to the 
benefits of section 202(q), provides that the benefits payable to widows 
who claim them before age 62 will be reduced to take account of the 
longer period over which they will be paid. Under existing law, 
unreduced benefits equal to 82% percent of the deceased husband's 
primary insurance amount are payable to a-widow at or after age 62. 
Reductionfactors 

Section 307(b) (1) of the bill amends section 202(q) (1) of the Social 
5ppmritvy Artt-nVArninp, thA roviliettinn of hanafit,.g nayah1A to hbrnA
ficiarie-s who ectto start getting them prior to attainment of age 65, 
to provide that widow's insurance benefits to which a woman is en
titled for a month before she is 62 are reduced by five-ninths of 1 per
cent for each month in the reduction period (the months prior to 
attainment of age 62 for which she is entitled to a widow's benefit) 
and that benefits to which she is entitled for the month in which she 
attains age 62 and months thereafter are reduced by the same per
centage for each month in the adjusted reduction period (the months 
prior to attainment of age 62 for which the widow has actually been 
paid a benefit). This is the same factor as that which applies to an 
old-age benefit which is payable prior to attainment of age 65. Under 
the amendment, the benefits provided for a widow before age 62 may
be reduced for as many as 24 months. The reduction for a widow 
claiming her benefit at exactly age 60 would be 13% percent; her bene
fit would be reduced from the 82%2 percent of her husband's primary
insurance amount which wuld be payable to her at age 62 to 71%2 
percent of such primary insurance amount. For a widow who gets
reduced benefits, the amount of the reduction in benefits would be 
adjusted at age 62 (as it is now adjusted at age 65 for old-age, wife's, 
or husband's benefits) to take account of any months in which no 
benefit was paid. 
Entitlement to benefds on own earnings record 

Paragraphs (2) and (3) of section 307(b) of the bill amend section 
202(q) (3) (as renumbered by the bill) of the act to provide that 
where a widow is entitled to a disability insurance benefit based on 
her own earnings when she becomes entitled to a reduced widow's 
benefit, the reduction in the widow's benefit applies only to the ex
cess of the widow's benefit over the benefit payable on her own earn
ings record. Similar provision is made under exi'sting law for a 
person who is entitled simultaneously to a reduced oId-agewbenefit
and a wife's or husband's benefit; for example, where a wife is entitled 
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to a benefit based on her own earnings for the month for which she 
first becomes entitled to a wife's benefit the reduction factor applies
only to the amount by which the wife's benefit exceeds her own 
benefit. 
Reductiorn in subsequend old-age insurancebenefi 

Section 307(b) (4) of the bill adds a new subparagraph (E) to 
section 202 (q) (3) (as renumbered) of the act to provide a method for 
reducin th l-age insurance benefit of a widow who is entitled to 
reued widow's benefits. The old-age benefit (whether the woman 
begins to get it before or after she reaches age 65) will be reduced 
to take account of the widow's benefits paid to her before age 62. 
The anmount of the reduction in the old-age benefit is whichever of 
the following is larger: (1) the reduction which would have been 
made in the old-age benefit if no widow's benefit had been payable, 
or (2) the dollar amount of the reduction in the widow's benefit plus
the amount resulting from applying to the amount by which the 
unreduced old-age benefit exceeds the unreduced widow's benefit 
the reduction factor which would have been applied to the unreduced 
old-age benefit if the woman had not been eligible for a reduced 
widow's benefit. 

The operation of this provision may be illustrated by the following 
example: Assume that a woman upon reaching age 60 elects to start 
getting a widow's benefit and that the benefit is reduced from $50.40 
(82% percent of her husband's primary insurance amount) to $43.70-a 
$6.70 reduction (24 months times five-ninths of 1 percent, or 13%9 
percent of $50.40). Assumne further that at age 64 she becomes 
entitled to an unreduced old-age benefit of $76. If no widow's benefit 
had been payable, the $76 benefit would have been reduced to $71-a 
$5.00 reduction (12 months times five-ninths of 1 percent, or 6% 
percent of $76). Under the new section 202(q)(3)(E), the amount by
which her unreduced old-age benefit exceeds her unreduced widow's 
benefit, or $25.60 (the $76 old-age benefit less the $50.40 widow's 
benefit), will be reduced to $23.90-a $1.70 reduction (6% percent of 
$25.60). Since the sumn of the amount of the reduction in her widow's 
benefit and the reduction in her excess old-age benefit-$8.40 ($6.70
plus $1.70)-is larger than the amount by which her old-age insurance 
benefit would have been reduced-$5.00-her old-age benefit must be 
reduced by the larger amount-$8.40-that is, from $76 to $67.60. 
Reduction where widow has achild in her care 

Section 307(b)(5) of the bill adds to section 202(q)(5) (as renum
bered) of the act a new clause, (D), to provide that, regardless of the 
provisions for reducing the benefits of widows who claim them before 
age 62, in no case will a widow who had in her care a child entitled 
to child's benefits get less in benefits for months in which she had the 
child in her care than the amount of the mother's insurance benefit (75 
percent of her husband's primary insurance amount). This could 
happen, for example, where a widow started getting widow's benefits 
at age 60 (71% percent of her husband's primary insurance amount)
and starting at age 61 a child entitled to benefits was placed in her care. 
This provision permits her benefit amount for any month in which she 
has a child in her care to be increased to 75 percent of her husband's 
primary insurance amount. 
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Reduction period 
Section 307(b) (6) of the bill amends section 202(q) (6) (as renum

bered) of the act to provide that, in the case of widow's insurance 
benefits, the "reduction period" will begin with the first month for 
which the woman is entitled to a reduced widow's benefit and will 
end with the month before the month in which she attains age 62. 
The number of months in the "reduction period" is the number that-
is multiplied by five-ninths of 1 percent to determine the reduction 
in the benefits. 
Adjusted reduction period 

Section 307(b)(7) of the bill amends section 202(q)(7) (as renum
bered) of the act, which describes the months which will be elimi
nated from the "reduction period" in determining the "adjusted
reduction period" for purposes of establishing the benefit amount 
payable for months beginning with the month after the reduction 
period, to provide that, in determining a widow's adjusted reduction 
period at age 62, months in which her reduced widow's benefit was 
increased because she had in her care a child of her deceased hus
band entitled to child's insurance benefits, months in which her bene
fit was withheld because she had earnings from work, and months 
beginning with the month.the widow's benefit was terminated through
the month prior to the wid~ow's attainment of age fj2, wini not be 
counted. For example, if a widow elects to start getting benefits 
upon reaching age 60 her benefit amount will be reduced by five-
ninths of 1 percent for each of the 24 months in the reduction period;
if, starting at age 61, a child entitled to a benefit is placed in the 
widow's care and remains in her care for 6 months, her benefit amount 
wifllbe adjusted at age 62 and, for future months, will be reduced by
five ninths of 1 percent for each of the 18 months in the adjusted
reduction period. 
Definitions 

Section 307(b) (8) of the bill adds a new paragraph (9) to section 
202(q) of the act. The new paragraph defines "retirement age", for 
purposes of the actuarial reduction provisions, as age 65 for old-age,
wife's, or husband's insurance benefits and age 62 for widow's insur
ance benefits. 
Effective date 

Section 307(c) of the bill provides that reduced widow's insurance 
benefits will be payable beginning with the second month after the 
month of enactment of the bill on the basis of applications filed in 
or after the month of enactment. 

SECTION 308. WIFE'S AND WIDOW'S BENEFITS FOR 
DIVORCED WOMEN 

Section 308(a) of the bill amends section 202(b) (relating to the 
payment of wife's insurance benefits) of the Social Security Act to 
provide for the payment of wife's insurance benefits to a divorced wife 
who had not remarried and who met the following support require
ments at the time her former husband became entitled to old-age or 
disability insurance benefits, or at the time his period of disability
began: (1) she was receiving at least one-half of her support from 
her former husband, (2) she was receiving substantial contributions 
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from him (pursuant to a written agreement), or (3) there was in 
effect a court order for substantial contributions to her support from 
him. The amended section 202(b) also provides that a wife's benefits 
will not terminate if she has attained age 62 and is divorced after having 
been married for 20 years (benefits for a wife under age 62 with a child 
in her care would terminate if she was divorced, regardless of how long 
she had been married, since benefits are not provided for a young di
vorced wife with a child in her care until after the former husband's 
death). The amended section 202(b) also adds to the present provi
sions for terminating wife's benefit~s a provision for terminating a di
vorced wife's benefit if she marries someone other than the worker on 
whose earnings her benefit is based. For purposes of paying benefits to 
a divorced wife, a remarriage which ended in a divorce after less than 
20 years would be deemed not to have occurred. (Benefits will 
not be payable under this provision, for deeming the marriage not to 
have occurred, for any month before whichever of the following is 
the latest: The month after the month in which the divorce occurs; 
the 12th month before the month in which these benefits are applied 
for; or the 2d month after the month of enactment of the binl.) Also, 
if a divorced wife married a person entitled to benefits as a widower, 
parent, or disabled child, her benefits (and her new husband's benefits) 
would not be terminated, and if she married a person getting old-age 
or disability insurance benefits, she would immediately become 
eligible for wife's benefits based on her new husband's wages and 
self-employment income. 

Section 308(b) (1) amends section 202(e) (relating to the payment 
of widow's insurance benefits) of such act to provide for the payment 
of widow's insurance benefits to a surviving divorced wife who had not 
remarried and who met the following support requirements at the 
time her former husband died, at the time he became entitled to 
old-age or disability benefits, or at the beginning of a period of dis
ability which ended with his death or entitlement to monthly benefits: 
(1) she was receiving at least one-half of her support from her former 
husband, (2) she was receiving substantial contributions from him 
(pursuant to a written agreement), or (3) there was in effect a court 
order for substantial contributions to her support from him. 

Sections 308(b)(2) and 308(b)(3) of the bill make conforming 
changes in the provisions for paying widow's benefits to a surviving 
divorced wife so that she will have the same treatment as a widow has 
under existing law in the event that she marries a beneficiary or a 
person who dies within 1 year and is not insured. 

Section 308(b) (4) of the bill further amends the existing provisions
of section 202(e) of the act for paying widow's insurance benefits to 
provide that, for purposes of paying benefits to widows and surviving 
divorced wives, a remarriage which ends in divorce after less than 20 
years will be deemed not to have occurred. (Benefits will not be 
payable under this provision, for deeming the marriage not to have 
occurred, for any month before whichever of the following is the 
latest: The month after the month in which the divorce occurs; the 
12th month before the month in which these benefits are applied for; 
or the 2d month after the month of enactment of the bill.) 

Section 308(c) amends section 216(d) of the Social Security Act to 
define "divorced wife", "surviving divorced wife", "surviving divorced 
mother", and "divorce". Paragraphs (1) and (2) of the new sub
section (d) define "divorced wife" and "surviving divorced wife" as a 



212 SOCIAL SECURITY AMENDMENTS OF 1965 

woman divorced from an individual to whom she was married for a 
period of 20 years immediately before the divorce. The new para
graph (3) of section 216(d) substitutes the term "surviving divorced 
mother" for the term "former wife divorced" in the definition of the 
latter term as contained in existing law. Paragraph (4) defines "di
vorce" and "divorced" as meaning a divorce a vyinculo matrimonii. 
Existing law uses the full term wherever divorce is mentioned. 

Section 308(d) (1) of the bill deletes a reference to "divorced a 
vinwulo matrimonii" which is no longer needed because of the definition 
of divorce included in the law by section 308(c) of the bill. 

Section 308(d) (2) amends the provisions of the Social Security
Act for continuing child's, widower's, and parent's benefits if the 
beneficiary marries a person getting dependents' or survivors' bene
fits so that such benefits will not terminate if the beneficiary marries 
a divorced wife getting wife's benefits. Section 308(d) (2) also has 
the effect of providing that a woman getting benefits as a divorced 
wife who marries an old-age or disability insurance beneficiary may
become eligible for wife's or widow's benefits on the basis of her new 
husband's wages and self-employment income without regard to the 
1-year duration-of-marriage requirement in present law. (Similar 
treatment is provided for individuals entitled to widow's benefits 
under existing law.)

Paragraphs (3), (4), and (5) of section 308(d) amend section 2u2(g)
(relating to mother's insurance benefits). Under the amendment made 
by paragraph (3), the support requirement which must be met if a sur
viving divorced mother is to qualify for mother's insurance benefits 
is the same as the new support requirement provided for a "divorced 
wife" and a "surviving divorced wife." Under the amendment 
made by paragraph (4), for purposes of paying mother's insurance 
benefits to a widow or surviving divorced mother, a subsequent mar
riage which ends in divorce after less than 20 years may be deemed not 
to have occurred. (Benefits will not be payable under this provision,
for deeming the marriage not to have occurred, for any month before 
whichever of the following is the latest: The month after the month 
in which the divorce occurs; the 12th month before the month in which 
these benefits are applied for; or the 2d month after the month of 
enactment of the bill.) This provision does not preclude payment
of mother's insurance benefits on the basis of the wages and self

emloyment income of a person to whom she was remarried for less 
tha 20 years and from whom she had been divorced if she could 
become entitled to such benefits under existing law. 

Paragraph (5) would replace the present term "former wife di
vorced" with the term "surviving divorced mother" in section 202 (g) of 
existing law (relating to mother's insurance benefits).

Paragraph (6) of section 308(d) amends section 203 (a) (relating to 
maximum family benefits) to provide that the monthly benefits paid
to a divorced wife or a sur~viving divorced wife will not be reduced 
because of the limit on total family benefits and will not be counted 
in figuring the total benefits payable to others on the basis of the 
wages or self-employment income of the same individual. 

Paragraphs (7), (8), (9), (10), and (11) of section 308(d) make con
forming changes in various sections of the Social Security Act. 

Section 308(e) of the bill provides an effective date for the section. 
Wife's and widow's insurance benefits for a divorced wife and a sur
viving divorced wife will be payable beginning with the second 
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month after the month of enactment of the bill, but, in the case of an 
individual who was not entitled to benefits in the month after the 
month of enactment, only on the basis of an application filed in or 
after the month of enactment. 

SECTION 309. TRANSITIONAL INSURED STATUS 

Section 309(a) of the bill adds a new section 227 at the end of title 
II of the Social Security Act (after the niew section 226 added by sec
tion 101 of the bill) to provide a special insured status for certain in
dividuals now in their seventies or over who are not eligible for benefits 
under the provisions of present law because they (or their husbands) 
do not have 6 quarters of coverage. 

Subsection (a) of the new section 227 provides that anyone who 
attains age 72 before 1969 and does not meet the existing insured-
status requirements of section 2 14(a) will nevertheless be insured 
if he has one quarter of coverage for each year elapsing after 1950 
and before the year in which he attained retirement age (65 for men, 
62 for women) and if he has not less than 3 quarters of coverage. These 
provisions will merge gradually into the fully-insured-status pro
visions of the present law, so that men who attained age 65 and women 
who attained age 62 after 1956 will have to meet the requirements 
of present law in order to qualify for benefits. The following table 
sets forth the quarter-of-coverage requirements under this provision 
and shows how these requirements merge with the minimum 6 quarters 
of coverage required under present law: 

Men Women 

Age (in 1965) Quarters of coverage required Age (in 1965) Quarters of coverage required 

76or over ---------- 3--------------------------- 73 orover------3. 
75-----------------4--------------------------- 72---------------- 4. 
74----------------- 5---------------------- 5.Wf-171----------------
73 or younger-----6 or more (same as presen law 70 or younger-__6 or more (same as present law). 

The benefit payable to a person who meets only the transitional 
requirement will be $35. The wife of such a person, if she attains 
age 72 before 1969, will be eligible at age 72 for a wife's benefit of 
$17.50. 

Subsection (b) of the new section 227 provides benefits for a widow 
who reaches age 72 before 1969 and whose husband died before 1957 
or reached age 65 before 1957 and died before the transitional pro
visions go into effect. Such a widow could qualify for widow's 
benefits of $35 a month if the man had 3, 4, or 5 quarters of coverage, 
as shown in the following table (which also shows the requirements 
of present law): 

Quarters of coy- Quarters of coverag rtequird uder the bill for a 
Year of husband's death (or erage required widow atanngae72 in-

attainment of age 65, if earlier) under present_______________________
law 

1966 or before 1967 1968 

l954 or before ----------------- 6---------------3---------------4--------------- 5. 
1955---------------------- 6---------4--------4---------------- 5
1956 -------------- 6------------- 5---------------------- 5. 
1957 or after---------- ---- --- 6 -or-m-o-re- 6 or more----- 6 or more ----- 6 or more. 
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Subsection (c) of the new section 227 provides that a widow whose 
husband dies after the transitional provisions go into effect can become 
entitled to widow's benefits of $35 a month if she reaches age 72 before 
1969, if her husband reached age 65 before 1957, and if he was (or, 
upon filing an application prior to his death, would have been) 
entitled to benefits under the transitional provisions.

Section 309(b) of the bill makes the transitional insured status 
provisions effective for monthly benefits beginning with the second 
month following the month of enactment of the bill on the basis of 
applications ifiled in or after the month of such enactment. 

SECTION 310. INCREASE IN AMOUNT AN INDIVIDUAL IS 
PERMITTED TO EARN WITHOUT SUFFERIN G FULL 
DEDUCTIONS FROM BENEFITS 

Section 310(a) of the bill amends paragraph (3) of section 203(0) 
of the Social Security Act by changing the provision in present law 
under which there is a $1-for-$2 reduction (i.e., a $1 reduction in 
benefits for each $2 of earnings) above $1,200 and up to $1,700 to 
provide instead for a $1-for-$2 reduction for earnings from $1,200 to 
$2,400. Benefits will continue to be reduced by $1 for each $1 
of earnings above $2,400, as they are now for earmngs above $1,700. 

310(a) will be effective for taxable years ending after 1965. 

SECTION 311. COVERAGE FOR DOCTORS OF MEDICINE 

Amendments to Title II of the Social Security Act 

Removal of exclusionfor doctors of medicine 
Under existing law, services performed by a self-employed person

in the exercise of his profession as a doctor of medicine, or as a member 
of a partnership engaged in the practice of medicine, are excepted
from the term "trade or business" and thus from self-employment 
coverage under section 211(c)(5) of the Social Security Act. Section 
31 1(a) (1) of the bill amends section 21 1(c) (5) of the act by removing 
the exception provided for services performed as a doctor of medi
cine or as a member of a partnership engaged in the practice of 
medicine. In general, the effect of this amendment is to extend 
social security coverage to net earnings derived by an individual from 
the practice of medicine on his own account or by a partnership of 
which he is a member. 

Section 31 1(a)(2) of the bill conforms the provisions of the last two 
sentences of section 211(c) of the act to the amendment made by
section 311(a)(1) of the bill. 
Removal of exclusion for interns in Federalhospitals 

Section 210(a) (6) (C) (iv) of the Social Security Act excludes from 
the term "employment," and thus from social security coverage, 
services performed by certain interns, student nurses, and other student 
emjployees of hospitals of the Federal Government. Section 311(a) (3)
of the bill amends section 210(a)(6)(C)(iv) of the act so as to remove 
the exclusion insofar as it pertains to medical or dental interns and 
medical or dental residents-in-training. The effect of this amendment 
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is to extend social security coverage to such individuals with respect 
to services performed by them as interns or residents-in-training in 
the employ of hospitals of the Federal Government. 
Removal of exclusion for student interns 

Section 210(a) (13) of the Social Security Act excludes from the term 
"employment," and thus from social security coverage, services 
performed as an intern in the employ of a hospital by an individual 
who has completed a 4-year course in a medical school chartered or 
approved pursuant to State law. Section 311(a) (4) of the bill amends 
section 210(a)(13) so as to remove this exclusion. The effect of this 
amendment is to extend social security coverage to such interns unless 
their services are excluded under provisions other than section 210(a)
(13). Thus, the services of an intern are covered if he is employed
by a hospital which is not exempt from income tax as an organization
described in section 501(c) (3) of the code. If the intern is employed
by a hospital which is exempt from income tax and which has a waiver 
certificate in effect under section 3121 (k) of the code, he is not excluded 
from coverage by section 210(a) (8) (B) of the Social Security Act if 
coverage was effected under such certificate. 

Amendments to the Internal Revenue Code of 1954 

Removal of exclusion for doctors of medicine 
Under existing law, services performed by a self-employed person

in the exercise of his profession as a doctor of medicine, or as a member 
of a partnership engaged in the practice of medicine, are excepted
from the term "trade or business"~ under section 1402(c) (5) of the 
Internal Revenue Code of 1954. Section 31 1(b) (1) of the bill amends 
section 1402(c) (5) of the code by removing the exception provided
for services performed as a doctor of medicine or as a member of a 
partnership engaged in the practice of medicine. In general, the 
effect of this amendment is to subject the net earnings derived by an 
individual from the practice of medicine on his own account or by a 
partnership of which he is a member to the self-employment tax. 

Section 311(b) (2) of the bill conforms the provisions of the last 
two sentences of section 1402(c) of the code to the amendment made 
by section 31 1(b)(1). 
Technical amendments 

Section 311(b) (3) of the bill conforms the language of sections 
1402(e)(1) and 1402(e)(2) of the code to the amendment made by 
section 311(b) (1). 
Removal of exclusionfor interns in Federalhospitals 

Section 3121(b) (6) (C) (iv) of the Internal Revenue Code of 1954 
excludes from the term "employment," and thus from coverage under 
the Federal Insurance Contributions Act, services performed by
certain interns, student nurses, and other student employees of 
hospitals of the Federal Government. Section 311(b) (4) of the bill 
amends section 3121 (b) (6) (C) (iv) of the code so as to remove the 
exclusion insofar as it pertains to medical or dental interns and medical 
or dental residents-in-training. The effect of this amendment is to 
make the remuneration of such individuals for services performed by 
them as such interns or residents-in-training in the employ of, hospitals 
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of the Federal Government subject to the Federal Insurance 
Contributions Act. 
Removal of exclusionfor 8tudent interns 

Section 3121(b) (13) of the Internal Revenue Code of 1954 excludes 
from the term "employment," and thus from coverage under the 
Federal Insurance Contributions Act, services performed as an intern 
in the employ of a hospital by an individual who has completed a 4-year 
course in a medical school chartered or approved pursuant to State law. 
Section 31 1(b) (5) of the bill amends section 3121(b) (13) so as to remove 
this exclusion. The effect of this amendment is to extend coverage 
under the Federal Insurance Contributions Act to such interns unless 
their services are excluded under provisions other than section 3121 
(b) (13). Thus, the services of an intern are covered if he is employed 
by a hospital which is not exempt from income tax as an organization
described in'section 501 (c) (3) of the.code. If the intern is employed 
by a hospital which is exempt from income tax and which has a waiver 
certificate in effect under section 3121 (k) of the code, he is not excluded 
from coverage by section 3121 (b) (8) (B) of the code if coverage was 
effected under such certificate. 

Rff~ective Date 

Section 3ii(c) of the biii provides that the amendments made -by 
paragraphs (1) and (2) of section 311 (a) and by paragraphs (1), (2), 
and (3) of section 311(b), relating to the self-empruent coverage of 
doctors of medicine, are effective for taxable years ending after 
December 31., 1965. The amendments made by paragraphs (3) 
and (4) of section 311(a) and by paragraphs (4) and (5) of section 
31 1(b), relating to social security coverage of interns and residents-in
training, are effective with respect to services performed after 1965. 

SECTION 312. GROSS INCOME OF FARMERS 

Increasinggross income taken into accountfor optional method of com
puting net earnings from farm self-employment; amendments to 
title II of the Social Security Act 

Section 312 (a) of the bill amends section 211(a) of the Social Security 
Act to increase from $1,800 to $2,400 the maximum gross income from 
agricultural activity that a self-employed farmer may use under the 
optional method of computing his net earning from self-employment 
as a farmer. Under present law, an individual whose gross income 
from agricultural self-employment (including his distributive share 
of gross income from a farm partnership) is $1,800 or less may, at his 
option, base his self-employment coverage on two-thirds of his gross
income from farming; if such individual's gross income is more than 
$1,800 and his net earnings from self-employment as a farmer are less 
than $1,200, he may report $1,200 as net earnings from self-employ
ment; if his net earnings from self-employment as a farmer are $1,200 
or more, he must report his actual net earnings from self-employment 
as a farmer. Under the amendments made by section 312(a) of the 
bill an individual whose gross income from agricultural self-employ
ment (including his distributive share of gross income from a farm 
partnership) is $2,400 or less may, at his option, base his self-employ
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ment coverage on two-thirds of his gross income from farming; if he 
has gross income of more than $2,400 and net earnings from self-
employment of less than $1,600, he may report $1,600 as net earnings
from self-employment as a farmer; if his net earnings from self-em
ployment as a farmer are $1,600 or more he must report his actual 
net earnings from self-employment as a farmer. 
Same: Amendments to the Internal Revenue Code oj 1954 

Section 312(b) of the bill amends section 1402(a) of the Internal 
Revenue Code of 1954 to increase from $1,800 to $2,400 the maximum 
gross income from agricultural activity that a self-employed farmer 
may use under the optional method of computing his net earnings from 
self-employment as a farmer. Under present law, an individual whose 
gross income from agricultural self-employment (including his dis
tributive share of gross income from a farm partnership) is $1,800 or 
less may, at his option, treat as net earnings from such self-employ
ment two-thirds of his gross income from farming; if such individual's 
gross income is more than $1,800 and his net earnings from self-
employment as a farmer are less than $1,200, he may treat $1,200 as 
net earnings from self-employment; if his net earnings from self-
employment as a farmer are $1,I200 or more, he must report his actual 
net earnings from self-employment as a farmer. Under the amend
ments made by section 312(b), an individual whose gross income from 
agricultural self-employment (including his distributive share of gross 
income from a farm partnership) is $2,400 or less may, at his option, 
treat as net earnings from such self-employment two-thirds of his 
gross income from farming; if he has gross income from farming of 
more than $2,400 and his net earnings from self-employment as a 
farmer are less than $1,600, he may report $1,600 as net earnings
from self-employment as a farm~er; if his net earnings from self-
employment as a farmer are $1,600 or more, he must report his actual 
net earnings from such self-employment. 

Eeffective Date 

Section 312(c) of the bill provides that the amendments made by
sections 312(a) and 312(b) will apply with respect to taxable years
beginning after December 31, 1965. 

SECTION 313. COVERAGE OF TIPS 

Section 313 of the bill provides for treating tips received by an 
employee in the course of his employment as wages paid by the em
ployer for social security tax and benefit purposes and for the purpose 
of withholding income tax at source. The provisions of this section 
have no application to amounts which under existing law constitute 
wages. 

Amendments to Title II of the Social Security Act 

Section 313(a) (1)of the bill amends section 209 of the Social Security
Act (defining "wages" for social security benefit purposes) by adding 
a new subsection (1). The new subsection provides that tips do not 
constitute wages if they are paid in a medium other than cash or if 
the cash tips received in a calendar month by the employee in the 
course of his employment by a single employer amount to less than $20. 

45-399 0-6&------15 
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Section 313(a)(2) of the bill further amends section 209 of the act 
by adding a new unnumbered paragraph at the end thereof. The 
new paragraph provides that tips received by an employee in the 
course of his employment (which are not excluded from wages under 
the new sec. 209(1) of the act) are to be considered wages for social 
security benefit purposes. Such tips are deemed paid to the employee
by the employer and are deemed so paid at the time a written state
ment including -such tips is furnished the employer pursuant to section 
6053 (a) of the Internal Revenue Code of 1954 (added by sec. 313 (e) (2)
of the bill). Tips not included in a written statement or included in a 
written statement not furnished the employer by the close of the l0th 
day following the month of receipt (as prescribed in sec. 6053 (a) of the 
code) are considered to have been paid to the emplyee at the time the 
tips are received. Tips constitute wages for social security benefit pur

poss rgarles ofwheherthe tips are received by the employee
fromaprso oter hanhisemployer or are paid to the employee by

his mplyer Ony tps eceived by an employee on his own behalf 
andn bhalot ofanoheremployee constitute wages. Thus, 

where employees -practice tpsltting, the ultimate recipient of the 
tip (or portion thereof) is temployee who is receiving the tip as 
wages. 

Amendments to the InternalRevenue Code of 1954 

Section 313(b) of the billI amends section-451 of the Internal Revenue 
Code of 1954 (relati'ng to the general rule for determining the taxable 
year of inclusion of an item in gross income) by adding a new subsec
tion (c). The new subsection provides that for purposes of deter
mining the taxable year for which tips are to be included in gross
income for income tax purposes, tips included by an employee in a 
written statement furnished to his employer in the manner and within 
the time prescribed in section 6053(a) are deemed received by the 
employee at the time the statement is furnished. Tips not included 
in a written statement or included in a written statement which is not 
furnished as prescribed in section 6053 (a) are not affected by this 
subsection; such tips will continue to be treated as received when 
actually received but in accordance with the general rule provided in 
section 451 (a).

Section 313(c)(1) of the bill amends section 3102 of the code (re
lating to deduction by the employer of the employee's social security 
tax from- the employee's wages) by adding a new subsection (c).

Under paragraph (1) of the new subsection (c) the employer is 
responsible for deducting the empyloyee's social security tax on tips, 
which constitute wages for social security tax purposes, but only to 
the extent that such tips are included in a written statement furnished 
the employer pursuant to section 6053(a), and only to the extent 
that, at or after the time the statement is furnished and before the 
close of the l0th day following the month in which the tips were 
received (the last day on which such a statement could be furnished 
under sec. 6053(a)), the employer can collect the employee's share 
of the tax by deducting it from wages (not including tips) of the em

loeuner heempoyr' control, or from funds turned over to 
imfo bytheemployee.tht prpos 
Pararap(2 ofthenewsubsection (c) provides that if the em

ploe' hr f oilscrty tax due on tips included in a written 
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statement furnished to the employer pursuant to section 6053 (a) 
exceeds the wages (other than tips) of the employee already under the 
employer's control, the employee must give the employer on or 
befaore nth10t dayefolwnhe month in which the tips are received, 

an aounofmony which when added to the wages under the 
employer's control will be sufficient to pay the tax:

Paragraph (3) of the new subsection (c) authorizes the Secretary of 
the Treasury or his delegate to prescribe regulations permitting an 
employer to (1) estimate the amount of tips an employee will report 
to him pursuant to section 6053 of the code (added by sec. 313(e) (2)
of the bill) for a calendar quarter; (2) determine the amount to be 
deducted upon each payment of wages (other than tips) during such 
quarter as if the tips so estimated constituted the actual tips so 
reported; and (3) deduct upon any payment of wages (other than 
tips) to such employee during such quarter such amount as may be 
necessary to adjust the amount of tax withheld to conform to the 
amount actually due during the quarter (determined without regard 
to the new paragraph (3)). 

Section 313(c).(2) of the bill further amends section 3102 of the code 
to authorize an employer who is furnished a written statement of tips 
to withhold the employee social security tax on the tips included in 
the statement even though at the time it is furnished the total amount 
of tips included in the statement and prior written statements for the 
month is less than $20. 

Section 313(c)(3) of the bill amends section 3121(a) of the code 
(defining "wages" for social security tax purposes) by adding a new 
paragraph (12). The new paragraph provides that tips do not 
constitute wages for social security tax purposes if they are paid in a 
medium other than cash or if the cash tips received in a calendar 
month by the employee in the course of his'employment by a single 
employer amount to less than $20. 

Section 313(c) (4) of the bill further amends section 3121 of the code 
by adding a new subsection (q). The new subsection provides that 
tips received by an employee in the course of his employment (which 
are not excluded from wages under the new par. (12) of sec. 3121(a)) 
are to be considered wages, and thus subject to the social security 
tax. Such tips are deemed paid to the employee by the employer at 
the time a written statement including such tips is furnished the em
ployer pursuant to section 6053(a). Tips not included in a written 
statement or included in a written statement not furnished the em
ployer by the close of the 10th day following the month of receipt (as
prescribed in sec. 6053(a)) are considered to have been paid to the 
employee at the time the tips are received. Tips constitute wages for 
social security tax purposes regardless of whether the tips are received 
by the employee from a person other than his emnployer or are paid to 
the employee by his employer. Only tips received by an employee 
on his own behalf and not on behalf of another employee constitute 
wages. Thus, where employees practice tip splitting, the ultimate 
recipient of the tip (or portion thereof) is the employee who is receiving
the tips as wages. 

Section 313(d)(1) of the bill amends section 3401 of the code 
(defining "wages" subject to income tax withholding) by adding a 
new subsection (f). The new subsection provides that tips received 
by an employee in the course of his employment, subject to the 



220 SOCIAL SECURITY AMENDMENTS OF 1965 

exceptions in section 3401 (a) (16) of the code (added by sec. 313(d) (2) 
of the bill), are to be considered wages, and thus subject to withhold
ing of income tax at source. Such tips are deemed paid by the em
ployer to the employee at the time a written statement including
such tips is furnished the employer pursuant to section 6053(a). 
Tips not included in a written statement or included in a written 
statement furnished to the employer after the time prescribed in 
section 6053 (a) are considered to have been paid to the employee 
at the time the tips are received. Tips constitute wages for income 
tax withholding purposes regardless of whether the tips are received 
by the employee from a person other than his employer or are paid to 
the employee by his employer. Only tips received by an employee on 
his own behalf and not on behalf of another employee constitute 
wages. Thus, where employees practice tip splitting, the ultimate 
recipient of the tip (or portion thereof) is the employee who is receiving
the tips as wages. 

Section 313(d) (2) of the bill further amends section 3401 of the 
code by adding a new paragraph (16) to subsection (a) thereof. The 
new paragraph provides that tips do not constitute wages subject to 
income tax withholding if they arezpaid in a medium other. than cash 
or if the cash tips received in a calendar month by the employee in 
the course of his employment by a single employer amount to less 

Section 313(d) (3) of the bill amends section 3402(a) of the code 
(relating to determining the amount of income taxes the employer is 
to withhold on wages) by making appropriate reference to new section 
3402 (k), relative to tips, added by section 313 (d) (4) of the bill. 

Section 313(d) (4) further amends section 3402 of the code by 
adding a new subsection (k). The new subsection specifies that the 
employer is responsible for withholding income tax on tips which 
constitutes wages for income-tax withholding purposes but only if 
the tips are included in a written statement furnished the employer 
pursuant to section 605 3(a), and only to the extent that, at or after 
the time the statement is furnished and before the close of the calendar 
year in which the tips are received, the employer can collect the tax 
by deducting it from wages (not including tips) of the employee 
under the employer's control, or from funds turned over to him for 
that purpose by the employe reminig after the employee social 
security tax has been subtracted. Also, the new subsection authorizes 
an employer who is furnished a written statement of tips pursuant to 
section 6053 (a) to withhold income taxes on the tips included in such 
statement, even though at the time it is furnished the total amount 
of tips included in that statement and prior written statements for 
the month is less than $20. 

Section 313(e)(1) of the bill amends section 6051(a) of the code 
(relating to amounts to be shown as "wages" on employee receipts-
currently form W-2) by adding a new sentence which provides
(1) that the amount to be shown on an employee's receipt as wages
subject to social security tax will include tips only to the extent they 
are included in one or more written statements furnished the employer 
before the close of the lath day following the month in which the 
tips are received, pursuant to section 6053(a), and only to the extent 
that, at or after the time the statement is furnished and before the 
close of the last day on which such a statement could be furnished 
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under section 6053 (a), the employer can collect the employee's social 
security tax from wages (not including tips) of the employee under the 
employer's control or from funds turned over to the employer by the 
employee for that purpose; and (2) that the amount to be shown as 
wages subject to income tax will include tips only to the extent they 
are included in a timely written statement furnished the employer 
pursuant to section 6053(a) of the code, irrespective of whether or not 
the employer was able to deduct and withhold the income tax before 
the close of the calendar year.

Section 313 (e) (2) of the bill amends subpart C of part III of sub
chapter A of chapter 61 of the code (relating to the information re
garding wages paid employees) by adding a new section 6053. 

Subsection (a) of the new section 6053 requires every employee who 
receives tips which constitute wages for social security tax purposes 
or income tax withholding purposes to furnish to his employer, in 
accordance with regulations prescribed by the Secretary of the Treas
ury or his delegate, one or more written statements of his tips before 
the close of the 10th day following the month in which the tips were 
received. The Secretary of the Treasury is authorized to prescribe
regulations under which employers may require employees to furnish 
statements more frequently than once a month. He may also pre
scribe the form in which the employee statements of tips will be made 
to the employer.

Subsection (b) of the Dew section 6053 provides that the tips to 
be taken into consideration

(1) for purposes of the employer's obligation to collect the 
employee's share of the tax, pay the employer's share of the tax, 
and show the wages as being subject to social security tax on an 
employees' receipt (form W-2), and 

(2) for purposes of imposing the penalty, provided by new 
section 6652(c) of the code (added by sec. 313(e) (3) of the bill), 
on an employee for failure to report tips and make available his 
share of the social security tax due on such tips, 

are only those tips which are included in a statement furnished the 
employer pursuant to subsection (a) of section 6053 and only to the 
extent that, at or after the time the statement is furnished and before 
the close of the 10th day following the month 'in which the tips were 
received, the employer can collect the employee's share of the social 
security tax from the employee's wages (other than tips) or from other 
funds turned over by the employee for this purpose pursuant to 
section 3102(c). 

Section 313(e) (3) of the bill amends section 6652 of the code (re
lating. to. failure to file certain information returns) by adding a new 
subsection (c). The new subsection provides that the employee will 
be required to pay,' with respect to tips which he failed to include in a 
timely written, statement to his employer pursuant to section 6053 (a) 
or which he included in a timely written statement but did not make 
available his share of the social security tax pursuant to section 3102(c),
both the employee tax imposed by -section 3101 on such tips and an 
additional amount equal to- the employee tax, unless it is shown that 
the employee's failure was- due to reasonable cause and not due to 
willful neglect.

Section 313(f) of the bill amends section 3111 of the code (relating 
to the imposition of the social security tax on employers) by adding a 
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sentence to provide that the employer is liable for paying the employer 
social security tax only on those tips which are included in a timely
written statement furnished him pursuant to section 6053(a), and 
on which, pursuant to section 3102(c), the employer can collect the 
employee social security tax, on or after the time the statement is 
furnished and before the close of the last day on which such a state
ment could be furnished under section 6053(a), from wages (not in
cluding tips) of the employee under the employer's control or from 
funds turned over to the employer by the employee for that purpose. 

Section 313(g) of the bill provides that the amendments made by
section 313 of the bill will be effective only with respect to tips re
ceived by employees after 1965. 

SECTION 314. INCLUSION OF ALASKA AND KENTUCKY 
AMONG STATES PERMITTED TO DIVIDE THEIR 
RETIREMENT SYSTEMS 

Section 314 of the bill amends section 218(d) (6) (C) of the Social 
Security Act by adding Alaska and Kentucky to the list of States 
which are permitted to divide their retirement systems into two 
divisions for coverage purposes, one division consisting of those 
memhArs d~qirininp .- r %Vuind1r th Aef Ano fnhiA ntfhgr PAnQ;ist.52g nf 
those who do no, wit.h all new mnembers being covered on a com
pulsory basis. 

SECTION 315. ADDITIONAL PERIOD FOR ELECTING 
COVERAGE UNDER DIVIDED RETIREMENT SYSTEM 

Section 315 of the bill amends section 218(d) (6) (F) of the Social 
Security Act to grant an additional opportunity to obtain coverage to 
State and local employees (in a State permitted to use the divided 
retirement system procedure) who had not previously chosen coverage
under the divided retirement system provisions. The present law 
allows such employees a further opportunity to elect coverage only~if 
a modification providing for such election is mailed or otherwise 
delivered to the Secretary before 1963, or, if later, 2 years after the 
date on which coverage was approved for the group that originally 
elected coverage. Any coverage elected after the original division 
must begin on the same date as was provided when te group was 
originally covered. Section 315 extends the time in which such persons 
could elect to be covered until the end of 1966 (or, if later, the expira
tion of 2 years after the date on which coverage was approved for the 
group that originally elected coverage). 

SECTION 316. EMPLOYEES OF NONPROFIT

ORGANIZATIONS


Section 316 of the bill amends section 3121(k) of the Internal 
Revenue Code of 1954 and section 105(b) of the Social Security 
Amendments of 1960. 
Periodfor which certificate shall apply 

Section 316(a) (1) of the bill amends section 3121(k)(1)(B) of the 
code, which relates to the period for which certificates filed by certain 
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religious, charitable, etc., organizations for the purpose of waiving 
exemption from tax under chapter 21 of such code become effective. 
Under present law, a certificate filed pursuant to section 3121(k) is 
effective for the period beginning with whichever of the following is 

desgnaedbythe organization: 
()The first day of the calendar quarter in which the certificate 

is filed, 
(2) The first day of the calendar quarter succeeding such 

quarter, or 
(3) The first day of any calendar quarter preceding the calendar 

quarter in which the certificate is filed, but such period may not 
begin earlier than the first day of the 4th caendar quarter 
preceding the quarter in which such certificate is ifiled. 

This amendment removes the limitation that the period may not 
begin earlier than the first day of the 4th calendar quarter preceding 
the q~uarter in which such certificate is ifiled (see par. (3) above) and 
provides, in lieu thereof, that the period may not begin earlier than 
the first day of the 20th calendar quarter preceding the quarter in 
which the certificate is filed. 

Section 316(a)(2) provides that the amendment made by section 
316(a) (1) will apply in the case of any certificate filed under section 
3121 (k) (1) (A) of the code after the date of enactment of the bill. 
Amendment of certi~ficatefiled before 1966 

Sectidn 316(b) of the bill amends section 3121 (k) (1) of the Internal 
Revenue Code of 1954 by adding a new subparagraph (H). Such 
subparagraph (H) provides that an organization which files a certif
icate pursuant to section 3121(k) (1) of the code before 1966 may 
amend such certificate during 1965 or 1966 to make the certificate 
effective with the first day of any calendar quarter preceding the 
qutarter for which such certificate originally became effective, except 
that such date may not be earlier than the 20th calendar quarter 
preceding the quarter in which such certificate is so amended. Pur
suant to the new subparagraph (H), an organization which has filed, 
prior to 1966, a waiver certificate (without regard to whether the 
certificate is filed before or after the enactment of the bill) may amend 
such certificate so as to make it effective with the first day of any 
calendar quarter preceding the first quarter for which the certificate 
is effective without amendment. However, such a certificate may 
not be made effective, through an amendment, for any calendar 
quarter which begins earlier than the 20th calendar quarter preceding 
the calendar quarter in which such organization files an amendment 
to its certificate. 
Validation, of certain remuneration erroneously reported as woages by 

nonprofit organizations 
Section 316(c)(1) of the bill amends section 105(b) of the Social 

Security Amendments of 1960, which provided that an employee of 
a nonprofit organization could, under certain -circumstances, receive 
social security credit for remuneration erroneously reported on his 
behalf by the organization in any taxable period from January 1, 
1951, through June 30, 1960. Section 105(b) of the Social Security 
Amendments of 1960, as amended by the bill, will (where the condi
tions prescribed by the amendment are. met) permit the validation 
of erroneously reported wages of workers who cannot be covered 
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through the filing of a waiver certificate by the organization because 
they are no longer in the employ of the organization when it files its 
certificate. Under section 105(b), as amended by the bill, remunera
tion paid to an individual for service before the calendar quarter in 
which the organization files its waiver certificate under section 
3121(k)(1) of the Internal Revenue Code of 1954 may be deemed to 
constitute remuneration for employment for purposes of title II of 
the Social Security Act, to the extent that an amount has been paid 
as social security taxes with respect to such remuneration on or before 
the due date of the tax return for the calendar quarter before the 
calendar quarter in which the organization ifiles its waiver certificate. 
This rule applies, however, only if the service would have constituted 
employment as defined in section 210 of the Social Security Act if the 
reqirmnts of section 3121(k) (1) of the Code were satisfied, and 
onlyu ifthee following conditions are met: 

(1) the person who performed the service (or a fiduciary acting
for him or his estate, or a survivor of such individual who is or 
may become entitled to monthly benefits under title II of the 
Social Secrty Act on his earnings record) makes a request (in

suhor admnend with such official, as the Secretary of 
Health, Education, and Welfare may by regulations prescribe) 
that such remuneration be deemed to constitute remuneration 
for employment for purposes of title II of the Social Security Act; 

(2) a certificate under section 3121(k) (1) of the Internal 
Revenue Code of 1954 is filed by the organization not later than 
the date on which the request for validation is made; 

(3) the individual requesting the validation is. no. longer
employed by the organization on the date the organization files 
its waiver certificate; and 

(4) if any part of the amount paid as social security taxes as 
previously described with respect to such remuneration paid to 
an individual is credited or refunded, the amount credited or 
refunded, plus any interest allowed, must be repaid before 
January 1, 1968, or, if later, the first day of the third year after 
the year in which the organization files its waiver certificate. 

In addition, the so-called~validation of wages is to be permitted only
for remuneration received for service which is performed during the 
period for which an organization's waiver is effective. Thus, former 
employees of an organization which has made erroneous reports 
receive no greater retroactive social security coverage than employees
who are employed by the organization on the date the organization 
files its waiver certificate and are covered only for the retroactive 
period for which the certificate is made effective. 
Efteetive dates of validatingprovisions 

Section 316(c) (2) of the bill provides that the provisions of section 
105(b) of the Social Security Amendments of 1960, as amended by
the bill, will become effective upon enactment of the bill. The 
provisions of the existing section 105(b) of the Social Security Amend
ments of 1960 will continue to apply to requests for validation filed 
before enactment of the bill. The filing of a request by an individual 
for validation under the existing provisions of section 105(b) of the 
Social Security Amendments of 1960 does not bar him from filing
another request for validation under section 105(b) as amended by
the bill. 
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SECTION 317. COVERAGE OF TEMPORARY EMPLOYEES 
OF THE DISTRICT OF COLUMBIA-

Sections 317(a) and 317(b) of the bill amend the Social Security 
Act (sec. 210(a)(7)) and the Internal Revenue Code of 1954 (sec. 
3121(b) (7)) to include in the definition of employment services 
performed by certain temporary employees of the District of Columbia. 
Under the amendments, service performed in the employ of the 
District of Columbia, or any wholly owned instrumentality thereof, is 
included as employment if such service is not covered by a retirement 
system established by a law of the United States, except that the 
extension of coverage is not to apply to service performed: (1) in a 
hospital or penal institution by a patient or inmate thereof, (2) in a 
hospital of the District of Columbia by student nurses and certain 
other student employees (other than as a medical or dental intern or 
as a medical or dental resident-in-training) included under section 2 
of the Act of August 4, 1947 (5 U.S.C. 1052), (3) on a temporary basis 
in certain emergencies, or (4) as a member of a board, committee, or 
council of the District of Columbia paid on a per diem, meeting, or 
other fee basis. 

Section 317(c) of the bill amends section 3125 of the Internal Rev
enue Code of 1954 (relating to returns in the case of governmental 
employees in Guam and American Samoa) by changing the heading 
thereof and adding a new subsection (c). The new subsection (c) 
provides that the return and payment of the employee and employer 
taxes imposed under chapter 21 of the code (Federal Insurance Con
tributions Act) with respect to services performed as employees of 
the District of Columbia, or of any wholly owned instrumentality of 
the District of Columbia, may he made by the Commissioners of the 
District of Columbia or by such agents as they may designate. A 
person making such return may, for convenience of administration, 
make payments of the employer tax imposed under section 3111 
without regard to the dollar limitations in section 3121 (a)(1) (although 
this subsection would not authorize such person to disregard these 
dollar limitations as to remuneration includible in returns made by 
him). The purpose is to relieve a person making a return on behalf 
of any department or agency ot the District of Columbia or any in
strumentality wholly owned thereby, of any necessity for ascertaining 
whether any wages have been. reported for a particular employee by 
any other reporting unit of such government or instrumentality. 

Section 317(d) of the bill amends section 6205(a) of the Internal 
Revenue Code of 1954 by adding a new paragraph (4). The new 
paragraph (4) provides that the Commissioners of the District of 
Columbia and each agent designated by them, pursuant to section 
3125 of the code, to make returns of the employee and employer 
taxes imposed under the Federal Insurance Contributions Act, will be 
deemed to be a separate employer for purposes of section 6205(a) of 
the code, relating to adjustments of underpayments of such taxes. 
Thus, adjustments of underpayments will be made by the reporting 
unit by which the underpayment was niade. 

Section 317(e) of the bill amends section 6413(a) of the Internal 
Revenue Code of 1954 by adding a new paragraph (4). The new 
paragraph (4) provides that the Commissioners of the District of 
Columbia and each agent designated by them, pursuant to section 
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3125 of the code, to make returns of the employee and employer 
taxes imposed under the Federal Insurance Contributions Act, will 
be deemed to be a separate employer for purposes of section 6413(a)
.of the code, relating to adjustments of overpayments of such taxes. 
Thus, adjustments of overpayments will be made by the reporting
unit by which the overpayment was made. 

Section 317(f) of the bill amends paragraph (2) of section 6413(c)
of the Internal Revenue Code of 1954 by redesignating the heading of 
such paragraph (2) and by adding to such paragraph (2) a new sub
paragraph (F). The new subparagraph provides that for purposes
of the special credit or refund provisions contained in section 6413 (c) (1)
of the code, the Commissioners of the District of Columbia and each 
agent designated by them to make returns of the employee and em
ployer taxes imposed under the Federal Insurance Contributions 
Act will be deemed to be a separate employer. The effect of this 
amendment is to permit a claim for special credit or refund, rather 
than a general claim for refund under section 6402(a), in any case 
where an employee receives more than the maximum creditable 
wages in a calendar year by reason of having performed services for 
two or more reporting units of the District of Columbia or any in
strumentality wholly owned thereby.

Section 317(a) of the bill provides that the amendments made by
section 31 wifll aply Witb respect to service performed after the 
calendar quarter in -whichsuch section is enacted and after the calen
dar quarter in which the. Secretary of the Treasury receive's a certi
fication from the Commissioners of the District of Columbia expressing
their desire to have the insurance system established by tit-le II (and 
part A of title XVIII) of the Social Security Act extended to the officers 
and employees coming under the provisions of such amendments. 

SECTION 318. COVERAGE FOR CERTAIN ADDITIONAL 
HOSPITAL EMPLOYEES IN CALIFORNIA 

Section 318 of the bill amends section 102(k) of the Social Security
Amendments of 1960 by adding a new paragraph (2) permitting the 
coverage agreement with the State of California to be modified to 
apply to certain additional services performed for any hospital affected 
by any modification (in the California State coverage agreement)
executed pursuant to section 102(k). The services which could thus 
be covered are those performed by individuals who were oi are em
ployed by such State (or any~political subdivision thereof) after De
cember 31, 1959, in any position described in section 102(k). The 
State will have until the end of the 6th month after the month of 
enactment iji which to so modify its agreement. Such modification 
will be effective with respect to services performed on or after Jan
uary 1, 1962; it will also be effective with respect to services performed
before January 1, 1962, where contributions in the proper amount 
have been paid before the date of enactment of -the bill. 

SECTION 319. TAX EXEMPTION FOR RELIGIOUS GROUPS 
OPPOSED TO INSURANCE 

Amendment to the Internal Revenue (Codeof 1954 
Section 319(a) of the bill amends section 1402(c) of the code by

adding a new paragraph (6) which excepts from the term "trade or 
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business" the performance of service by individuals who are members 
of certain religious faiths during the period for which an exemption 
under the new subsection (h) (as added by sec. 3 19(c)) of section 1402 
is effective with respect to them. The effect of the amendment is to 
exempt from the self-employment tax an individual who is granted an 
exemption under section 1402(h) of the code. 
Amendment to title II of the Social Security Act 

Section 319(b) of the bill amends section 211 (c) of the Social Security 
Act by adding a new paragraph (6) which excepts from the term "trade 
or business" the performance of service by individuals who are mem
bers of certain religious faiths during the period for which an exemp
tion under new subsection (h) (as added by sec. 319(c)) of section 1402 
of the Internal Revenue Code of 1954 is effective with respect to them. 
The effect of the amendment is to remove from social security coverage 
a self-employed individual who is granted an exemption from tax 
under section 1402(h) of the code. 
Application for exemption from self-employment tax; amendment to 

the Internal Revenue Code 
Section 319 (c) of the bill amends section 1402 of the code by adding 

a new subsection (h). 
Paragraph (1) of section 1402 (li) provides that any individual 

may file an application (in such form and manner and with such official 
as may be prescribed by regulations under sec. 1402 (h)) for an ex
emption from the tax imposed on self-employment income if he is a 
member of a recognized religious sect or division thereof and is an 
adherent of established tenets or teachings of such sect or division 
by reason of which he is conscientiously opposed to the acceptance 
of the benefits of any private or public insurance making payments 
in the event of death, disability, old-age, or retirement or making 
payments toward the cost of, or providing services for, medical care. 
An individual who applies for exemption must, therefore, among 
other things, be opposed to all types of benefits or payments under 
titles II and XVIII of the Social Security Act. 

In order that an individual may be granted an exemption from the 
tax imposed on sell-employment income, subparagraph (A) of section 
1402(h)( 1) provides that the individual's application for exemption 
must contain, or be accompanied -by,such evidence of such individual's 
membership in, and adherence to the tenets or teachings of, the 
religious sect or division thereof as the Secretary of the Treasury or 
his delegate may require for purposes of determining such individual's 
compliance with the requirements of the first sentence of paragraph 
(1) of section 1402(h), and subparagraph (B) of such section provides 
that such application must be accompanied by the individual's 
waiver of all benefits and other payments under titles II and XVIII 
of the Social Security Act on the basis of his wages and self-employ
ment income as well as all such benefits and other payments to him 
on the basis of the wages and self-employment income of any other 
person. 

In addition to the requirements of subparagraphs (A) and (B) 
relating to the individual who files application for exemption from 
the tax on self-employment income, subparagraphs (C), (D), and 
(E) of section 1402(h)(1) provide that an exemption may be granted 
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only if the Secretary of Health, Education, and Welfare makes the 
following findings with respect to the religious sect or division thereof 
.of which such individual is a member: 

1. That the sect or division thereof has the established tenets or 
teachings by reason of which the individual applicant is con
scientiously opposed to the benefits of certain types of insurance;

2. That it is the practice, and has been for a period of time 
which the Secretary deems to be substantial, for members of such 
sect or division thereof to make provision for their dependent
members which, in the judgment of the Secretary, is reasonable 
in view of the general level of living of the members of the sect or 
division thereof; 

3. That the sect or division thereof has been in existence con
tinuously since December 31, 1950. 

Section 1402(h) (1) of the code further provides that an exemption
from the -tax on self-employment income may not be granted to an 
individual if any benefit or other payment referred to in subparagraph
(B) of such section became payable at or before the time of the filing
of such waiver. This provision app lies if any such benefit or other 
payment would have become plabale at such time but for a reduction 
of or deduction from such benefit or payment in accordance with the 
provisions of section 203 (relating to reduction of insurance benefits) 
or 222 CD) (reiating to dteduction on account of refusal to accept
rehabilitation services) of the Social Security Act. 

Paragraph (2) of section 1402(h) of the code provides rules relating 
to the time for filing the application for exemption described in section 
1402(h) (1). Subparagraph (A) of section 1402(h) (2) provides that 
an individual who has self-employment income (determined without 
regard to the exception contained in sec. 1402 (c) (6)) for any taxable 
year beginning after December 31, 1950 (see sec. 319(e) of'the bill,
relating to effective date), and ending before December 31, 1965, 
must ifile his -application for exemption on or before April 15, 1966. 
Subparagraph (B) of section 1402(h) (2) provides that in any other 
case an individual must file his application for exemption on or before 
the due date of the return (including any extension thereof) for the 
first taxable year ending on or after December 31, 1965, in which 
he has self-employment income (determined without regard to sec. 
1402(c) (6)). If an individual fails to file an application for exemption
from the self-employment tax within the time prescribed by section 
1402(h) (2) (A) or (B), whichever is applicable in his case, he will 
not be entitled to the exemption.

Paragraph (3) of section 1402(h) provides that an exemption granted 
to an individual pursuant to section 1402(h) will apply with respect 
to all taxable years beginning after December 31, 1950. However,
subparagraph (A) of section 1402 (h) (3) provides that such exemption
will not apply for any taxable year which begins before the taxable 
year in which the individual who files an application for exemption
first became a member of a reco .ied religious sect or division thereof 
and was an adherent of establise tenets or teachings of such sect or 
division by reason of which he was conscientiously opposed to the 
acceptance of the benefits of certain types of insurance. Subpara
graph (A) further provides that such exemption will not apply for 
any taxable year which bes before the date as of which the Secre
tary of Health, Education,'and Welfare finds that the sect or division 
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thereof of which such individual is a member had the established 
tenets or teachings referred to in section 1402(h) (1), and that it was 
the practice of such sect or division to make reasonable provision for 
its dependent members. Subparagraph (B) of sectionl1402(h) (3) pro
vides that an exemption granted pursuant to section 1402(h) will 
cease to be effective for any taxable year ending after the time the 
individual who files an application for exemption ceases to meet the 
requirements of the first sentence of section 1402(h) (1), or after the 
time as of which the Secretary of Health, Education, and Welfare finds 
that the sect or division thereof of which such individual is a member* 
ceases to have the required tenets or teachings or ceases to make 
reasonable provision for its dependent members. 

Paragraph (4) of section 1402(h) provides that in any case where an 
individual who has sell-employment income dies before the expiration 
of the time prescribed in section 1402(h) (2) for filing an application 
for exemption pursuant to section 1402(h), such an application may 
be filed with respect to such deceased individual within the time 
prescribed in section 1402(h) (2) with respect to him by a fiduciary 
acting for such individual's estate or by such individual's survivor 
(within the meaning of sec. 205(c) (1) (C) of the Social Security Act). 
Waiver of benefits; amendment to title II of the Social Security Act 

Section 319(d) of the bill adds a new subsection (v) to section 202 
of the Social-Security Act. If an individual is granted a tax exemp
tion under section 1402(h) of the Internal Revenue Code of 1954, no 
benefits or other payments are to be payable to him under title II 
of the Social Security Act, no payments are to be made on his behalf 
under part A of title XVIII (hospital insurance benefits for the aged), 
and no benefits or other payments are to be payable to him on the 
basis of the wages and self-employment income of any other person, 
after the filing of his waiver of benefits pursuant to section 1402(h) 
of the code. If the tax exemption ceases to be applicable, the waiver 
is to cease to be applicable to the extent benefits or other payments are 
based (1) on his self-employment income for and after the first 
taxable year for which the waiver ceases to be effective, and (2) on 
his wages for and after the calendar year which begins with or in such 
taxable year. 
Eeffective date 

Section 319(e) of the bill provides that the amendments made by 
,section 319 will apply with respect to taxable years beginning after 
December 31, 1950. Section 319(e) of the bill also provides, for 
purposes of such effective date, that chapter 2 of the Internal Revenue 
Code of 1954 (secs. 1401 through 1403) shall be treated as applying 
to all taxable years beginning after December 31, 1950. Thus, an 
application for* exemption from tax under section 1402(h) of the 
Internal Revenue Code of 1954 will be treated as an application for 
exemption- from the tax on self-employment income imposed by the 
Internal Revenue Code of 1939. 
Refund or credit of taxes 

Section 319(f) of the bill provides that if refund or credit of any 
overpayment resulting from the enactment of such section 319 is 
prevented, by the operation of any law or rule of law, on the date of 
enactment of the bill or at any time on or before April 15, 1966, refund 
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or credit of such overpayment may, nevertheless, be made or allowed 
if claim therefor is filed on or before April 15, 1966. Section 319(f)
further provides that no interest is to be allowed or paid on any 
overpayment resulting from the enactment of section 319. 

SECTION 320. INCREASE IN EARNINGS COUNTED FOR 
BENEFIT AND TAX PURPOSES 

Section 320 of the bill raises the maximum amount of annual 
earnings subject to social security tax and counted toward benefits 
(the contribution and benefit base) from $4,800 to $5,600 for the 
years 1966 through 1970, and from $5,600 to $6,600 beginning with 
1971. 

Amendments to Title II of the Social Security Act 

Definition of Wagee 
Section 320 (a) (1) of the bill amends section 209 (a) of the SpDcial

Security Act (defining wages) to make the $5,600 contribution and 
benefit base applicable to wages paid after 1965 and before 1971 and 
to make the $6,600 base applicable to wages paid after 1970. 
Definition of self-employment income 

Section 320(a)(2) amends section 211(b)(1) of the act (defining
~e~-erp~oiiiiitjucre Lu mke the $5o,660 contribution and benefit 

base applicable for taxable years endin after 1965 and before 1971 
and to make the $6,600 base applicable for taxable years ending after 
1970.

Quarter of coverage 

Section 320(a)(3) amends clauses (ii) and (iii) of section 213(a)(2)
of the act (definin q ~ter of coverage) to provide that an individual 
will be credited withua quarter of coverage for each quarter of a 
calendar year after 1965 and before 1971 if his wages for such year
equal $5,600 (rather than $4,800 as in present laO) and with a quarter
of coverage for each quarter of a calendar year after 1970 if his wages
for such year equal $6,600. An individual will also be credited with 
a quarter of coverage for each quarter of a taxable year ending after 
1965 and before 1971 in which the sum of his wages and self-employ
ment income equals $5,600 (rather than $4,800) and for each quarter
of a taxable year ending after 1970 in which the sum of his wages and 
self-employment income equals $6,600. 
Average monthly 'wage 

Section 320(a) (4) amends section 215(e) (1) of the act (relating to 
the amount of annual earnings that can be counted in computing an 
individual's average monthly wage) so as to increase from $4,800 to 
$5,600, effective for calendar years after 1965 and before 1971, and 
from $5,600 to $6,600, effective for calendar years after 1970, the 
maximum amount of annual earnings that may be counted in the 
computation of an individual's average monthly wage for purposes of 
determining benefit amounts. 
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Amendments to the Internal Revenue Code of 1954 

Definitiorn of self-employment income 
Section 320(b) (1) of the bill amends section 1402(b) (1) of the 

Internal Revenue Code of 1954 (defining self-employment income) by 
increasing the maximum annual limitation on self-emplo-yment income 
subject to the self-employment tax from $4,800 to $5,600 for taxable 
years ending after 1965 and before 1971, and from $5,600 to $6,600 
for taxable years ending after 1970. 
Definition o~f wages 

Section 320(b) (2) amends section 3121(a) (1) of the code (defining 
wages) by increasing the maximum annual limitation on wages 
subject to social security tax from $4,800 to $5,600 for calendar years 
after 1965 and before 1971, and from $5,600 to $6,600 for calendar 
years after 1970. 
Federalservice 

Section 320(b) (3) amends section 3122 of the code (relating to 
Federal service) so as to conform its provisions to the changes made 
in increasing the contribution and benefit base from $4,800 to $5,600 
for calendar years after 1965 and before 1971, and to $6,600 for 
calendar years after 1970. 
Returns in the ease of governmental employees in Guam and American 

Samoa 
Section 320 (b) (4) amends section 3125 of the code (relating to gov

ernmental employees in Guam and American Samoa) so as to con
form its provisions to the $5,600 contribution and benefit base for 
calendar years after 1965 and before 1971, and to, the $6,600 base for 
calendar years after 1970. (These increases in -the base will also 
apply to the temporary employees of the District of Columbia who 
are included in section 3125 by section 317(c) of the bill.) 

Special refund~s of employee tax 
Sections 320(b) (5) and 320(b) (6) amend section 6413(c) of the 

code (relating to special refunds of social security tax paid by an em
ployee on aggregate wages in excess of $4,800 received by him from 
more than one employer during a calendar year) so as to conform the 
Ispecial refund provisions to the $5,600 contribution and benefit base 
for calendar years after 1965 and before 1971, and to the $6,600 base 
for calendar years after 1970. 

Effective Date 

Section 320(c) provides effective dates for the changes made by the 
section. The amendments made by section 320 (a) (1) and (a) (3) (A) 
and by section 320(b) (except par. (1)) are applicable only with re
spect to remuneration paid after December 1965; the amendments 
made by section 320 (a) (2), (a) (3) (B), and (b) (1) are applicable only 
with respect to taxable years ending after 1965; and the amendments 
made by section 320(a) (4) are applicable only with respect to calendar 
years after 1965. 



232 SOCIAL SECURITY AMENDMENTS OF 1965 

SECTION 321. CHANGES IN TAX SCHEDULES 

Section 321 of the bill provides new schedules of social security tax 
rates, with the rates provided for hospital insurance being set forth in 
schedules which are separate from those provided, for old-age, sur
vivors, and disability insurance. 

Self-employmenzt tax 
Section 321 (a) of the bill amends section 1401 of the Internal 

Revenue Code of 1954 to provide new schedules of social security tax 
rates on self-emplo ment income. 

Subsection (a o~the amended section 1401 provides a schedule of 
tax rates on gelf-emplovyment income for old-age, survivors, And dis
ability insurance. Under present law the rates of self-employment tax 
for old-age, survivors, and disability insurance are as follows: Txrt 

Taxable years beginning after- (petceat)
1962 (and before 1966) ---------------------------------------- 5.4 
1965 (and before 1968) ---------------------------------------- 6.2 
1967 ----------- --------------------------- ----------------- 6.9 

Under the bill, the rates of self-employment tax for old-age, survivors, 
and disability insurance will be as follows: 

Tax rate 
Taxable vears berinninff after- (fl~1

1965 (and before 1969) ---------------------------------------- 6.0 
1968 (and before 1973) ---------------------------------------- 6.6 
1972 ------------------------------------------------------- 7.0 

Subsection (b) of the amended section 1401 provides a schedule of 
tax rates on self-employment income for hospital insurance. The 
rates of self-employment tax provided for hospital insurance are as 
follows: 

Tax rate
Taxable years beginning after- (Percnt

1965 (and before 1967)---------------------------------------- 0.35 
1966 (and beforel1973) ---------------------------------------- .50 
1972 (and before 1976) ---------------------------------------- .55 
1975 (andbeforel1980) ---------------------------------------- .60 
1979 (and before 1987) ------------------- --------------------. 70 
1986-------------------------------------------------------. 80 

The new section 1401(b) provides that, for purposes of the tax 
imposed in respect of hospital insurance, the exclusion of emploe

resentatives by section 1402(c) (3) of the code will not apy
T~us, the performance of service by an individual as an empoe
representative, as defined in section 3231 (c) of the code (the Raira 
Retirement Tax Act), is included in the term "trade or business" as 
defined in section 1402(c) for purposes of the tax imposed by the new 
section 1401(b). 
Taxes on employee8 and employers 

Section 321 (b) and 321 (c) of the bill amend section 3 101 and section 
3111, respectively, of the Internal Revenue Code of 1954 to provide 
new schedules of social security tax rates on wages for both employees
and employers. 

Subsection (a) of the amended section 3101 and subsection (a) of 
the amended section 3111 provide schedules of tax rates on wages 
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for old-age, survivors, and disability insurance. Under present law 
the tax rates for empioyees and employers are as follows: Txrt 

employjer and 
employee, eachi 

Calendar years- (percent)
1963-65, inclusive -------------------------------------------- 3% 
1966-67, inclusive--------------------------------------------- 4% 
1968 and after----------------------------------------------- 4% 

Under the bill, the rates for employees and employers for old-age, 
survivors, and disability insurance will be as follows: 

Tax rate 
employer and 

epoee, eaco 
Calendar years- (per ent 

1966-8, inclusive--------------------------------------------- 4. 0 
1969-72, inclusive--------------------------------------------- 4. 4 
1973 and after------------------------------------------------ 4. 8 

Subsection (b) of the amended section 3101 and subsection (b) of 
the amended section 3111 provide schedules of tax rates on wa es 
for hospital insurance. The employee and employer tax rates for 
hospital insurance are as follows: 

Tax rate 
employer and 

Calenar yars-employee, each 

1966 ------------------------------------------------------- 0.35 
1967-72, inclusive --------------------------------------------. 50 
1973-75, inclusive --------------------------------------------. 55 
1976-79, inclusive -------------------------------------------- .60 
1980-86. inclusive -------------------------------------------- .70 
1987 and after ----------------------------------------------- .80 

For purposes of the employee tax and the employer tax imposed by
the new sections 3101(b) and 3111(b), respectively, the exception
from employment contained in paragraph (9) of section 3121(b) of 
the code is made inapplicable. Thus service performed by an em
ployee as defined in section 3231(b) of the code (the Railroad Retire
ment Tax Act) constitutes employment, unless excluded under some 
paragraph (other than paragraph (9)) of section 3121(b), for purposes 
of determining wages subject to the employee and employer taxes 
imposed by the new sections 3101(b) and 3111(b). 
Eflective dates 

Section 321(d) of the bill rovides that the amendments made by 
section 321(a) will apply onyy with respect to taxable years which 
begin after December 31, 1965, and that the amendments made by
sections 321(b) and 321(c) will apply with respect to remuneration 
paid after December 31, 1965. 

SECTION 322. REIMBURSEMENT OF TRUST FUNDS FOR 
COST OF NONCONTRIBUTORY MILITARY SERVICE 
CREDITS 

Section 322 of the bill amends section 2 17(g) of the Social Security
Act to revise the provisions for the reimbursement of the trust funds 
for the cost of benefits based on military service in the period from 
September 16, 1940, through December 1956. 

Paragraph (1) of the revised section 217(g) provides that in Sep
tember 1965 and in every fifth September thereafter up to and in

4"-99 0-65--le 
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eluding September 2010, the Secretary. of Health, Education, and 
Welfare wildetermine the amount wh*ch, if p aid 'ineual annual 
installments, would be needed to place the old-ag anT survivors 
insurance, disability 'insurance, and hospital insurance trust funds 
in the same position at the end of June 2015 as they would be if 
benefits based on military service in the period from September 16, 
1940, through December 1956 had not been provided.

Paragraph (2) of the revised section. 217 (g) authorizes annual ap
propriations to each of the trust funds in the amounts determined 
under paragraph (1) for each fiscal year in the 50 fiscal years, 1966
2015, as. reimbursement for the costs of paying benefits based on mili
tary service in the period from September 16, 1940, through December 
1956. 

Paragraph (3) of the revised section 217(g) authorizes a final 
appropriation to each of the trust funds for the fiscal year ending
June 30, 2016, to place the trust funds in the same position in which 
they would have been on June 30, 2015, if benefits based on military
service in the period from September 16, 1940, through December 
1956 had not been provided.

Paragraph (4) of the revised section 217(g) provides for annual 
appropriations to the old-age and survivors insurance, disability
insurance, and hospital insurance trust funds to meet the costs of 
pt&ying vent~uts after June 30, 20io, based on military service in the 
period from September 16, 1940, through December 1956. 

SECTION 323. ADOPTION OF CHILD BY RETIRED WORKER 

Section 323(a) of the bill amends section 202(d) of the Social 
Security Act (relating to child's insurance benefits) by striking out 
the last sentence 'in paragraph (1) (relating to adoptions by disabled 
workers) and by adding two new paragraphs (9) and (10). The new 
paragraph (9) of section 202(d) in effect retains the existing provisions
relating to adoptions by disabled workers and makes such provisions
applicable in the case where the worker is entitled to old-age insurance 
benefits and was entitled to disability insurance benefits for the 
mnonth preceding the first month for which he was entitled to old-age 
insurance benefits. The effect of the new paragraph (10) of section 
202(d) is to restrict the payment of child's insurance benefits when a 
child is adopted by a worker after the worker became entitled to old-
age insurance benefits (without first becoming entitled. to disability
insurance benefits) by adding the following new requirements: (1)
the child must have been living with the worker at the time the worker 
became entitled to old-age insurance benefits or adoption proceedings.
had begun at or before that time; (2) the child must have been re
ceiving at least one-half of his support from the worker for the entire 
year before the worker became entitled to old-age insurance benefits 
or before a period of disability began which continued until he became 
entitled to old-age insurance benefits; and (3) the adoption must have 
been completed within 2 years after the worker became entitled to 
old-age insurance benefits. 

Section 323(b) of the bill provides that the new requirements (added
by sec. 323 (a)) will be effective with respect to apphications for child's 
insurance benefits on or after the date of enactment of the bill. The 
requirement that adoption be completed within 2 years after the 
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worker became entitled to benefits is not to apply in any case where 
a child is adopted within 1 year after the month in which the bill is 
enacted. 

SECTION 324. EXTENSION OF PERIOD FOR FILING PROOF 
OF SUPPORT AND APPLICATIONS FOR LUMP-SUM 
DEATH PAYMENT 

Section 324(a) of the bill amends section 202(p) of the Social 
Security Act. The amended section 202(p) provides that in any 
case where the proof of support required in connection with an appli
cation for husband's insurance benefits, widower's insurance benefits, 
or parent's insurance benefits, or the application for a lump-sum death 
payment, is not ifiled within the 2-year period prescribed in the appli
cable sections of the law and where there was good cause for failure 
to ifile such proof or application, the application or proof may be filed 
at any time after the expiration of the 2-year period and will be 
dee'med to have been ffiled within that period. Under existing law 
an extension of only 2 additional years is provided in such cases. 

Section 324(b) of the bill provides that the amendment made by
subsection (a) will be effective with respect to monthly benefits and 
lump-sum death payments based on applications filed in or after the 
month of enactment of the bill. 

SECTION 325. TREATMENT OF CERTAIN ROYALTIES FOR 
RETIREMENT TEST PURPOSES 

Section 325(a) of the bill amends section 203(f) (5) of the Social 
Security Act, relating to the determination of a person's net earnings
and net loss from self-employment for retirement test purposes, by
adding a new subparagraph (D). The new subparagraph provides
that, in determining the net earnings from self-employ ment of a 
beneficiary who has attained age 65, there is to be excluded in comput
ing his gross income from a trade or business any royalties received in 
or after the year in which he attained age 65 if he shows to the satisfac
tion of the Secretary of Health, Education, and Welfare that the 
royalties are attributable to a copyright or patent which was obtained 
before the taxable year in which he attained age 65 and that the prop
erty to which the copyright or patent relates was created by his own 
personal efforts. 

Section 324(b) of the bill provides that the changes made by sub
section (a) will be effective for taxable years beginning after 1964. 

SECTION 326. AMENDMENTS PRESERVING RELATIONSHIP 
BETWEEN RAILROAD RETIREMENT AND OLD-AGE, 
SURVIVORS, AND DISABILITY INSURANCE SYSTEMS 

Section 326(a) of the bill makes a technical amendment to section 
1(q) of the Railroad Retirement Act of 1937 to preserve the existing
relationship between such act and title II of the Social Security Act. 
Under this amendment, references to the Social Security Act in the 
Railroad Retirement Act of 1937 will be considered to be references to 
the Social Security Act as amended in 1965. 
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Section 326(b) of the bill amends section 51) (9) of the Railroad 
Retirement Act of 1937, relatmin to situations where social security
credits are transferred to the ralroad retirement program. Benefits 
to survivors of a railroad employee are payable either under the 
railroad retirement program or the social security program, but not 
both, on the basis of the employee's combined earmings under both 
programs. In general, benefits are payable under the railroad retire
ment program if the individual has a current connection with the 
railroad industry at the time of his death. The compensation for 
railroad service is creditable up to $5,400 a year for this purpose.
However, under present law, where an individual has less than the 
maximum of $5,400 in creditable compensation for a year, only enough
of his wages from employment subject to title II of the Social Security
Act can be added to his compensation to increase the combined 
creditable earnings to $4,800, the present limit on wages for a year
under title II1 of the Social Security Act. To take into account the 
increases made by section 320 of the bill in the maximum amount of 
annual earnings creditable under social security, section 326(b) of the 
bill amends setion 5(l)(9) of the Railroad Retirement Act of 1937 to 
permit the crediting of wages for a year in such an amount as to 
cause the combined total earnings to be as much as the new earnings
and tax base under social security-$5,600 a year for the years 1966 
ta~huugn 1970, zund $6,600 a year for years after i1J7U. 

SECTION 327. TECHNICAL AMENDMENT RELATING TO 
MEETINGS OF BOARD OF TRUSTEES OF THE OLD-AGE, 
SURVIVORS, AND DISABILITY INSURANCE TRUST 
FUNDS 

Section 327 of the bill amends section 201 (c) of the Social Security
Act to require the Board of Trustees of the Federal Old-Age and 
Survivors Insurance Trust Fund and the Federal Disability In
'surance Trust Fund to meet at least. once each calendar year, rather 
than once each 6 months as required under present law. (A similar 
provision for annual meetings of the Board of Trustees is included in 
the provisions of the bill (discussed above) creating the Federal 
hospital Insurance Trust Fund and the Federal Supplementary
Health Insurance Benefits Trust Fund.) 

TITLE IV-PUBLIC ASSISTANCE AMENDMENTS 

SECTION 401. INCREASED FEDERAL PAYMENTS UNDER 
PUBLIC ASSISTANCE TITLES OF THE SOCIAL SECURITY 
ACT 

Section 401(a) of the bill amends section 3(a)(1) of the Social 
Security Act. The first step of the formula by which Federal pay
ments to States with approved plans for old-age assistance under title 
I are determined is changed so as to provide Federal sharing in 31/37ths
of the first $37 of the average monthly assistance payment instead of 
29/35ths of the first $35 of the average monthly assistance. payment.
The amendment also has the effect of a pplying the Federal percentage
in the second step of the present formula~to an additional $38, instead 
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of the present additional $35, of the State's average payment. The 
additional Federal share in State expenditures for medical care, 
determined on the basis of the Federal medical percentage of the next 
$15 of a State's average payment, available under the third step of the 

reet formula, is continued, thus giving under the formula as changed 
tytebill a potential Federal participation in State expenditures up

to an average of $90. In addition, the formula is restated for the 
second and third steps, so as to give recognition to the State's expendi
tures for medical care before applying the Federal percentage to the 
remaining expenditures for which Federal participation is available. 
The formula, as restated by section 401 (a) of the bill, would pay
States, in addition to the amount computed under section 3 (a) (1) (A)
of the Social Security Act, and in lieu of the amounts now computed
under section 3(a) (1) (B) and (C) of such act, the larger of the 
following: 

(i) (I) the Federal percentage (as defined in sec. 1101(a)(8)) of 
all expenditures for old-age assistance in excess of expenditures
counted under clause (A), but not counting so much of the excess 
as exceeds $38 times the total number of recipients of old-age
assistance; plus

(II) 15 percent of the State's expenditures in the form of 
medical care, up to a maximum of $15 times the total number 
of recipients of old-age assistance; or 

(ii) (I) the Federal medical percentage (as defined in sec. 6(c))
of all expenditures in excess of expenditures counted under clause 
(A), but not counting expenditures that exceed (a) $52 times the 
total number of recipients, or (b) if smaller, the total expenditures
for medical care plus $37 times the total number of recipients; 
plus 

(II) the Federal percentage of all expenditures in excess of 
expenditures counted under clause (A) and the provisions of 
clause (B)(ii) described in these paragraphs (ii) (I) and (II), but 
not counting so much of the excess as exceeds $38 times the total 
number of recipients. 

Section 401(b) of the bill makes corresponding changes in title XVI 
of the Social Security Act. 

Section 401(c) of the bill amends section 403(a)(1) of the Social 
Security Act so as to change the formula by which the Federal share 
of aid to families with dependent children is determined. The present 
share of 14/17ths of the first $17 of the average monthly assistance 
payment is increased to 5/6ths of the first $18 of such payment. The 
ceiling for Federal participation is raised from $30 a month to $32 a 
month per recipient. 

Sections 401(d) and 401(e) of the bill amend sections 1003(a)(1)
and 1403(a)(1), respectively, of the Social Security Act so as to change
the formula by which the Federal share of aid to the blind or aid to 
the permanently and totally disabled is determined. The present
share of 29/35ths of the first $35 of the average monthly assistance 
payment is increased to 31/37ths of the first $37 of such payment,
and the ceiling for Federal participation is raised from $70 a month 
to $75 a month per recipient.

Section 401 (f) of the bill provides that the amendments made by 
the preceding provisions of section 401 will apply to expenditures 
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made after December 31, 1965, under a State plan approved under 
title I, IV, X, XIV, or XVI of the act. 

SECTION 402. PROTECTIVE PAYMENTS 

Sections 402(a) and 402(b) of the bill amend sections 6(a) and 
1605(a), respectively, of the Social Security Act (as such sections are 
amended by section 221 of the bill), to extend the definitions of "old
age assistance" and "aid to the aged, blind, or disabled" to include 

prtetie maents- . amnts made on behalf of thereien 
to an individual who (as determined in accordance with standads 
prescribed by the Secretary) is interested in or concerned with the 
welfare of the recipient. The State plan under which the payments 
are made must include provision for

(1) determination by the State agency that protective pay
ments are necessary because, by reason of a physical or mental 
condition, the recipient is so unable to manage funds that pay
ments to him would be contrary to his welfare; 

(2) making payments in this form only when they (together 
with other income and resources) will meet all the needs of the 
individuals with respect to whom they are made, under rules 
otherwise applicable under the State plan for determining need 
and the amount of aid or assistance paid;

(3) special efforts to protect the walfare of the recipient and 
to improve, to the extent possible, his capacity for self-care and 
ability to manage funds; 

(4) periodic review by the State agency to determine whether 
payments in this form ar4 still necessary, with provision for ter
mination of such payments if not necessary and for seeking judi
cial appointment of a guardian or legal representative when such 
action wrnl best serve the interests of the recipient; and 

(5) opportunity for a fair hearing before the State agency on 
the determination that protective payments are necessary.

Section 402(c) of the bill provides that the amendments made by 
the preceding provisions of section 402 will apply to expenditures
made after December 31, 1965, under a State plan approved under 
title I or XVI of the act. 

SECTION 403. DISREGARDING CERTAIN EARNINGS IN 
DETERMINING NEED UNDER ASSISTANCE PROGRAMS 
FOR THE AGED 

Section 403 of the bill amends sections 2(a) (10) (A) and 1602 (a)(14)
of the Social Security Act, effective January 1, 1966. These sections 
of the Social Security Act allow the States in determining need for 
old-age assistance or for aid to the aged, blind, or disabled (insofar as 
it relates to the aged) to disregard, of the first $50 per month of earned 
income, not more than the first $10 thereof plus one-hall of the re
mainder. Under the amendments made by the bill, these amounts 
would be increased to $80 and $20, respectively; thus, in determining 
need for such assistance or aid, the State agency may disregard, of the 
first $80 of earned income for any month, not more than the first $20 
thereof plus one-hall of the remainder. 
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SECTION 404. ADMINISTRATIVE AND JUDICIAL REVIEW 
OF PUBLIC ASSISTANCE DETERMINATIONS 

Section 404 of the bill amends title XI of the Social Security Act 
by adding a new section 1116 designed to provide for administrative 
and judicial review of certain administrative determinations made 
after December 31, 1965, with respect to State plans under the public
assistance titles of such act (including the new title XIX added by 
sec. 121 of the bill).

Under the new section 1116(a)(1), the Secretary of Health, Educa
tion, and Welfare must, not later than 90 days after a State submits a 
plan to him for approval under one of the public assistance titles, 
make a determination as to whether it fulfills the conditions for ap
proval specified in such title. Such-90-day period may be extended 

by written agreement of the Secretary and such State. 
Section 1116(a)(2) provides that a State which is dissatisfied with 

such a determination may, within 60 days of notification thereof, 
petition the Secretary to reconsider his determination of disapproval.
The Secretaryinmust thereupon schedule a hearin and notify the 

State of the tune and place. The hearing must be held not less than 
20 days nor more than 60 days after the date the State is given notice 
thereof, unless the Secretary and the State agree in writingy to another 
time. The decision of the Secretary to affirm, mnodify or reverse 
his original determination must be made within 60 days after the 
hearing is concluded. 

Section 1116(a) (3) provides that a State which is dissatisfied with 
a final determination by the Secretary on such a reconsideration or 
with his final determination (to withhold funds) under section 4, 404,. 
1004, 1404, or 1604 of the Social Security Act, or under section 1904 of 
such act (as added by section 121(a) of the bill), may, within 60 days 
of notification thereof, petition the United States court of appeals for 
the circuit in which the State is located to review such determination. 
The clerk of such court will forthwith transmit a copy of the petition 
to the Secretary, who will thereupon file in the court the record of the 
administrative proceedings as provided in 28 U.S.C. 2112. 

Section 1116(a) (4) makes the Secretary's findings of fact conclusive 
unless they are substantially contrary to the weight of the evidence. 
The court is authorized, for good cause shown, to remand the case to 
the Secretary to take further evidence. In such case, the Secretary 
may. make new or modified findings of fact and may modify his 
previous action, and he will certify to the court the record of such 
additional proceedings. Such findings of fact will likewise be con
clusive unless substantially contrary to the weight of evidence. 

Section 1116(a) (5) vests jurisdiction in the court to affirmn the Secre
tary's action or to set it aside, in whole or in part. The judgment is 
reviewable by the Supreme Court upon certiorari or certification as 
provided in 28 U.S.C. 1254. 

Section 1116(b) provides that, for purposes of obtaining the admin
istrative and judicial reviews authorized under the new section 1116 (a), 
any amendment of an approved State plan may, at the State's option,
be treated as the submission of a new State plan. 

Section 111l6 (c) pro-vides that action pursuant to an initial deter
mination of the Secretary described in section 1116(a) is not to be 
stayed pending reconsideration. In the event, however, that the 
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Secretary. subsequently determines that such initial determination 
was incorrect, the funds incorrectly withheld or otherwise denied 
must be restored to the State forthwith in a lump sum. 

Section 1116(d) provides that the State is entitled to and upon 
request must receive reconsideration of any determination by the 
Secretary to disallow Federal financial participation in any item or' 
class of items for which the State claimed such participation under a 
public assistance title of the Social Security Act (including the new 
title XIX, added by the bill). 

SECTION 405. MAINTENANCE OF STATE PUBLIC

ASSISTANCE EXPENDITURES


Section 405 of the bill amends title XI of the Social Security Act by 
adding a new section 1117 designed to assure the maintenance of 
State effort in the financing of approved State plans under the public 
assistance titles of such act. 

The new section 1117(a) provides that any increase in the Federal 
payments to a State for any quarter mn the period January 1, 1966, 
through June 30, 1969-i.e., the increase in the total of the amounts 
otherwise payable for such quarters pursuant to determinations made 
under sections 3, 403, 1003, 1403, and 1603 of such act and under 
section 1903 of such act (as added by section 121 (FL)Of thA hilh'-wil1 
be reduced to-the extent that the Sfate has not 'maintainedexpendi
tures from State and local funds of at least the same amount as was 
spent under its approved plans in a base period against which current 
quarter expenditures would be measured. 

The amount of the reduction, if any, for a current quarter would 
be the amount by which

(1) the excess of (A) the total of the Federal shares determined 
for the State under all of the sections of the act referred to above 
for such quarter over (B) the total of the. Federal shares deter
mined under sections 3, 403, 1003, 1403, and 1603 of the Act for 
the same quarter of fiscal year 1965, is greater than 

(2) the excess of (A) the total expenditures for the current 
quarter under all of the State's approved plans (including its 
plan under the new title XIX) over (B) the total of the expendi
tures under all of its plans under titles I, IV, X, XIV, and X-VI 
for the same quarter of fiscal year 1965. 

The new section 1117(a) also gives the State the option to substitute 
(with respect to each of the quarters of any fiscal year) for the amount 
determined under paragraph (1)(B) above-

(3) the total of the Federal shares determined for the State for 
the same quarter in fiscal year 1964; or 

(4) the average of the totals determined for each quarter in 
fiscal year 1964 or fiscal year 1965. 

If the State elects the substitution under paragraph (3), there will be 
substituted for the amount determined under paragraph (2) (B) 
the total expenditures under its plans approved under titles I, IV, 
X, XIV, and X-VI for the quarter referred to in paragraph (3). If the 
State elects the substitution under paragraph (4) for either of the years 
referred to therein, there will be substituted for the amount deter
mined under paragraph (2) (B) the average of the total expenditures 
under such approved plans for each quarter in the same fiscal year. 
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Where the State has elected to substitute under paragraph (3) or (4), 
that election will apply with respect to all quarters in the fiscal year 
for which the substitution (under paragraph (3) or (4), as the case 
may be) has been elected. 

The new section 1117(b) provides that expenditures under any or 
all plans of a State approved under title I, IV, X, XIV, XVI, or XIX 
(as added by the bill), and the reduction determined with respect 
thereto under such section 1117, will be determined on the basis of 
data in the quarterly reports of the State to the Secretary pursuant 
to and in accordance with his requiements under such titles; and 
determinations so made will be cocusive for purposes of such new 
section. 

The new section 1117(c) provides that if a reduction is required 
under section 1117 (a) and (b) in the total of the Federal shares 
determined for a State under sections 3, 403, 1003, 1403, 1603, and 
1903 (as added by the bill) for any quarter, the Secretary is to deter
mine which of such amounts should be reduced and the extent thereof 
in such way as he deems will best further the purpose of maintaining 
State effort under the State's federally aided public assistance pro
grams, and with the total of such reductions equalling the reduction 
required under section 1117 (a) and (b). 

SECTION 406. DISREGARDING OASDI BENEFIT INCREASE, 
AND CHILD'S INSURANCE BENEFIT PAYMENTS BE
YOND AGE 18, TO THE EXTENT ATTRIBUTABLE TO 
RETROACTIVE EFFECTIVE DATE 

Section 406 of the bill permits a State, notwithstanding the require
ments in titles I, IV, X, XIV, and XVI of the Social Security Act 
for the consideration of income and resources in determining nee d for 
.aid or assistance under a plan of the State approved under any such 
title, to disregard tl~e *amount of any OASDI monthly insurance 
payment to a beneficiary which is attributable to months before the 
month he receives such payment, but only to the extent it is also 
attributable (1) to the increase in such insurance benefits resulting
from the enactment of section 301 of the bill, or (2) to the payment 
of child's insurance benefits after attainment of age 18, in the case of 
children attending shcool, resulting from the enactment of section 
306 of the bill. 

SECTION 407. EXTENSION OF GRACE PERIOD FOR DIS
REGARDING CERTAIN INCOME FOR STATES WHERE 
LEGISLATURE HAS NOT MET IN REGULAR SESSION 

Section 407 of the bill provides that, notwithstanding section 701 
of the Economic Opportunity Act of 1964 (enacted August 20, 1964), 
funds to which a State is otherwise entitled under the public assistance 
titles of the Social Security Act (including title XIX as added by the 
bill) for any period before the first month following the month of 
adjournment of the State's first regular legislative session adjourning 
after August 20, 1964, will -notbe withheld because of action taken 
pursuant to a statute of the State which prevents the State from com
plying with the requirements of section 701(a) of the Economic 
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Opprtuity Act of 1964 (relating to the disregard of certain income 
m de~termininmg need for federally aided public assistance). 

SECTION 408. TECHNICAL AMENDMENTS TO ELIMINATE 
PUBLIC ASSISTANCE PROVISIONS WHICH BECOME 
OBSOLETE IN 1967 

Section 407 of the bill makes a series of technical amendments to 
provisions of the Social Security Act (and. to section 618 of the 
-Revenue Act of 1951). With one exception, such amendments 
become effective July 1, 1967. Such amendments would eliminate 
various provisions in present law made obsolete by the enactment of 
section 121(b) of the bill. Under such section 121 (b), for any period
after June 30, 1967, Federal financial participation in vendor medical 
care payments for needy individuals will no longer be available to any
State under titles I, IV, X, XIV, or XVI of the Social Security Act,
and can only be provided with respect to State plans approved under 
the new title XIX of such act (as added by sec. 121 (a) of the bill);
similarly, for any period after June 30, 1967, Federal financial partici
pation in medical assistance for the aged will no longer be available 
under title I or XVI and can only be provided with respect to State 
plans approved under the new title XIX. 

Section 4fJ(i) (1) of the -bill changes the limitation in section 1108 
of the Social Security Act on payments to Puerto Rico, the Virgin
Islands, and Guam. Under section 408(i) (2) of the bill, these changes 
are effective for fiscal years beginning on or after the date on which 
the plan of any such jurisdiction under title XIX of such Act (as
added by the bill) is approved, or beginning on or after July 1, 1967,
whichever is earlier. 



V. SEPARATE VIEWS OF THE REPUBLICANS ON H.R. 6675 

GENERAL STATEMENT 

The Republican members of the committee are unanimous in their 
opposition to the provisions of this bill providing for hospitalization 
for the aged financed through the social security tax system. For the 
most part, we support and favor the other amendments to the social 
security laws as contained in the bill, many of which were proposed 
by Republicans.

We also fully support the concept that adequate health insurance 
should be made available to the aged at a reasonable cost. Such a 
program, however, should be voluntary. It should reflect ability to 
pay. Participation on the part of the Government should be financed 
out of the general revenues, and not by a regressive payroll tax upon 
a segment of the population, many of whom may be feast able to pay 
for health insurance for others. 

We offer a substitute program of health insurance (H.R. 4351) 
moire comprehensive in benefits than the combined program proposed 
in parts 1 and 2 of title I of the, committee bill. Our proposal has 
broad Republican sponsorship (H.R. 4351, H.R. 4352, H.R. 4353, 
H.R. 4354, H.R. 4355, H.R. 4356, H.R. 4357, H.R. 4358, H.R. 4519, 
H.R. 5022, H.R. 5031, H.R. 5582, H.R. 6690). It is predicated upon 
the voluntary enrollment concept, a principle which the maj ority 
recognizes in the medical services program which was added to' the 
administration's original "medicare" bill during the closing days of 
the committee's deliberations. If the enrollment principle is sound 
for the Supplemental program in the committee bill, it should be applied 
across thie board under a uniform comprehensive health insurance 
program such as that offered in the Republican bills. Not only are 
the benefits more extensive, but it also provides protection for cata
strophic illness. The Republican program is described elsewhere in 
this report. 

REPUBLICAN OPPOSITION TO HOSPITALIZATION BENEFITS UNDER 
SOCIAL SECURITY 

PRELIMINARY STATEMENT 

In opposing hospitalization for the aged under social securityr, the 
Republi-can members of the committee are not unmindful of the in
creased cost of private health insurance for those over age 65. We 
believe that the reliance on a payroll tax to finance a hospitalization 
program jeopardizes the cash benefit program under the social 
security system by imposing upon that system a liability to finance 
undetermined future service benefits. The magnitude of that liability 
should cause concern to anyone dedicated to the preservation of social 
security cash benefits. 

The committee bill would impose upon today's workers a liability 
of approximately $35 billion for hospitalization benefits solely for 
those already over age 65.' This blanket extension of benefits to those 

IAn additional $3.3 billion will be financed out of general revenues, making a total of $38.3 billion as 
the cost of the hospital benefit program for those already now age 65. 

243 
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over age 65 could only be justified on the basis that all of the aged are 
in dire need while all of those who will be required to pay the additional 
payroll taxes have ample means. This is a wholly unrealistic assum 
tion. The shifting of a $35 billion liability from those present y 
retired to the active work force cannot be reconciled on the basis of 
"ability to pay."

The hospitalization program proposed in this bill, as the majority 
now admits, was "oversold." In an effort to avoid the disillusionment 
and dissatisfaction which was bbund to result from the general mis
understanding with respect to the benefits in the administration's 
program, the committee added a supplemental voluntary insurance 
program.

There is an equal, or even greater, lack of understanding with respect 
to the taxes which may ultimately be required to finance these obliga
tions. The so-called medicare program has been widely advanced as 
providing-prepaid medical care for the aged, at a cost of only afew cents 
per week. This is equally misleading. 

Benefits financed through a payroll tax carries the erroneous im
plication of "entitlement." The recipients have been led to believe 
that these benefits become a matter of right. Both cash benefits 
and hospital benefits under the social security pogram will be con
tinued only so long as the active worker is willing to pay _the taxes 
iVGJ-uijLU U 111,uefjtllt 'ubutsuefitens. By the adimiission of the former 
Secretary of Health, Education, and Welfare before the last Congress,
the combined payroll tax in the committee bill exceeds the limits of 
an acceptable payroll tax. 

Recognizing this, the committee bill makes an obvious effort "to 
soften the blow" on the work force. At the outset the hospital benefits 
wirn be financed with only a fraction of the ultimate tax that must be 
assessed to finance the benefits. Notwithstanding the increases in cash 
benefits, the regular social security tax rate provided in the bill for 1966 
is less than the rate called for in existing law. The taxes which will be 
paid on account of today's.younger worker are not commensurate with 
the-benefits provided for him at age 65. When he understands this, 
will the worker be willing to pay the tax? Ifnot, both cash benefits 
and hospital benefits will be in jeopardy. 

COMMITTEE BILL COSTS MORE FOR LESS PROTECTION THAN REPUBLICAN 
PROPOSAL 

The majority has, finally recognized, as the Republicans long con
tended, that- the limited hospitalization benefits provided for under 
the administration 's original bill (H .R. 1)-widely advertised as 
"medicare"-were woefully inadequate. In an -effort to meet this 
criticism, the Democrats borrowed-from the Republican proposal and 
added a voluntary program of.-insurance for medical services. The 
committee bill now provides for a mandatory hospitalization program
financed by. a payroll or social security tax, together with a voluntary 
program for medical. services financea partially by contributions and 
partially out of the general revenues of the Treasury. Notwith
standing diverse means of enrollment and financing, tepackage of 
benefits offered under the dual approach proposed in the committee 
bill still does not fully meet the 'needs of the aged. 

While the adoption of the voluntary medical- insurance. program 
partially remedies the inadequacy of the aiitain~original 
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"'medicare" bill, the committee bill still fails to cover two of the basic 
concerns of the aged; namely (1) the high and recurrent cost of drugs, 
and (2) the ever-present risk of a catastrophic illness. Both were 
covered in the substitute proposal offered by the Republicans. 

On the other hand, the cost to the' taxpayer-whether he pays a 
payroll tax or an income tax-of the comprehensive health insurance 
offered by the Republicans, is less than the cost of the administration's 
original hospital program. In preparing its estimates, the Depart
ment of Health, Education, and Welfare has assumed 80 percent par
ticipation in the voluntary medical insurance program in H.R. 6675. 
On the same assumption, the relative cost of the Republican proposal 
would be $400 million less than the cost of the administration's hospital 
benefits program alone. 

Comparative cost of H.R. 6675 and Republican proposal based on 80 percent
participation 

[In billions] 

H.R. 6675 Republican
proposal 

Hospital benefit--------------------------------------------------------- $2.30 ------
Medical benefit---------------------------------------------------------- 1.12 ------

Total, cost of program----------------------------------------------- 3.42 $2.90 
Less: Premium contributions --------------------------------------------- .86 1.00 

To be financed by taxpayers ----------------------------------------- 1 2.86 1. 90 

Source: Department of Health, Education, and Welfare. 

While the estimates assume 80 percent participation, the Repub
licans would hope that the participation might be much greater. 
In fact, the Chief Actuary for the Department estimated that as 
.many as 95 percent of the aged would participate in the Republican 
program. Even if we assume 100 percent participation, the net cost 
to the general revenues would be less than $2 billion for the first full 
year of coverage. This results from the fact that as participation 
increases, there are offsetting reductions in other programs and the 
tax revenue loss due to the medical deduction of $1.2 billion presently 
being claimed by the aged will be practically eliminated. 

Net cost of Republican cornprehensive health insurance proposal, 100 percent coverage 

Billiow. 
Benefit cost----------------------------------------------------s $365 

Less: 
Premium contributions---------------------------------------- 1.25 
Tax revenue from medical deduction ----------------------------. 25 
Reduction of Federal cost for OAA-MAA programs----------------. 35 

Total---------------------------------------------------- 1. 85 

Cost to general revenues, net--------------------------------- 1. 80 

In addition, the cost to the States for medical assistance to the aged 
would likewise be reduced, because the health insurance fund would 
cover a substantial part of such costs. 



246 SOCIAL SECURITY AMENDMENTS OF 1985 

ELIGIBILITY PROVISIONS HIGHLY DISCRIMINATORY IN PRINCIPLE AND 
IN FACT 

The hospitalization provisions of the committee bill, which are 
predicated upon the administration's original mnedicare proposal 
(H.R. 1), provide for 60 days of hospital care and related benefits for 
the aged irrespective of financial need, without any financial contri
bution from those already over age 65, and without regaird to whether 
the individual may already, be adequately protected against such costs. 
The bill automatically extends these benefits to all of those presently 
over age 65, and to those who attain that age before 1968, without 
regard to coverage under the social security system, except that the 
bill excludes certain Federal Civil service employees and their families 
irrespective of age. Anyone reaching age 65 after 1967 must have the 

secifie d quarters of coverage under the social security system to be 
seligiblee for hospital benefits. 

The committee bill thus excludes everyone who attains age 65 after 
1967 without the required quarters of social security coverage. This 
means that until we reach that time when everyone qualifies for cash 
benefits under social security, there will always be those over age 65 
who will not qualify for hospitalization benefits. Yet, this same group
will qualify to purchase the voluntaryr insurance plan to cover the 
Atbhpr mnc~pdiel Qprvinppq whivch wpqq addpd in tb.h enmrnit~tep bill-

The administration's original bill (H.R. 1) would also have excluded 
all Federal employees. The Republicans sought to make the benefits 
available to all retired Federal employees, just as the benefits are made 
available to all other persons over age 65. The majority rejected
this proposal for the stated reason that with enactment of the Federal 
Emp~loyees' Health Benefits Act of 1959, the Federal Government 
offered adequate health insurance to its employees.a However, the 
majority agreed to limit exclusion to those Federa employees who 
retire or have retired after the enactment of the 1959 act, and their 
spouses. Some 250,000 presently retired Federal employees and their 
spouses, and all future retirees, are excluded from the hospital benefit 

We know~of no justification for excluding any Federal employees. 
With respect to the Federal employee, the Government stands in 
role of employer, and should be governed accordingly. The majority 
takes the position that the hospital benefits in the bill should be denied 
to the retired Federal employee where other insurance is available. 
The health insurance provided for in the 1959 act costs the retired 
Federal employee about $20 per month for a retired couple. On the 
other hand, the hospitalization benefits in the committee bill are 
extended without cost to retired employees of the automotive indus
try, the agricultural industry, the chemical industry, and other groups 
notwithstanding that their employers have already provided them 
with complete hospitalization coverage without cost to them. The 
committee ignores the role of the Federal Government as an "em
ployer" and discriminates against its own employees. 

SEPARATION OF HOSPITALIZATION PROGRAM FROM SOCIAL SECURITY 
ILLUSORY 

The bill purports to establish a separate hospital insurance fund, 
financed by a payroll tax, apart from the social security system. In 
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financing benefits for those presently over age 65, however, the bill 
distinguishes between the aged who are entitled to receive social 
security cash benefits and the aged who do not qualify for social 
security cash benefits. For the former, hospital benefits are to be 
financed by the payroll tax. For the latter, hospital benefits are to be 
financed out of the general revenues. If the program is, in fact, 
separate from the social security system, there is no basis for financing
differently hospital benefits for the retired alread~y receiving social 
security cash benefits as against those not entitled to cash benefits. 
With respect to the hospital benefit program-if it is a program 
separate and distinct from the social security system-neither group
has made any contribution and neither has any prior entitlement to 
hospital benefits. 

Similarly, those reaching age 65 after 1967-ineligible for the hos
pitalization program because they do not have the requisite social 
security coverage-are in no different position with respect to the 
hospital benefit program than are any of those presently over age 65. 
Yet benefits are denied to those reaching age 65 after 19'67 unless they 
have the requisite social security coverage. Obviously, therefore, the 
so-called separation of the hospital benefits from the social security 
system of cash benefits under social security is purely illusory. It 
ignores the fact that the hospitalization and social security programs 
are linked together by a common method of financing (the payroll 
tax), a common wage base to which the tax is applied, and a common 
test for entitlement to benefits. 

HOSPITALIZATION PROGRAM REAL THREAT TO INTEGRITY OF' OASDI 

CASH BEN EFITS 

Under the committee bill, the hospital benefit program will be an 
integral part of the social security system. There is a common 
method of financing, applied to a common wage base, with a common 
test for entitlement to benefits. The bill has already been acclaimed 
by the administration as a program of medical care for the aged 
under social security. A real threat to the integrity of the social 
security cash benefit system is inherent in the committee bill. 

The central fact which must be faced on a proposal to provide
hospital benefits-a form of service benefit as contrasted to a cash 
benefit-is that itis impossible to accurately estimate its future 
cost. As the chairman of the Ways and Means Committee said in a 
speech as recently as last September: "These difficult-to-predict
future costs, when such a program i3 identi~fied with the 8ocial security 
system, could well have highly dangerous ramifications on the social 
security cash benefit." [italic added.]

The Ameiican people must have confidence in the continued 
soundness of the social security program. In the past, the basis of 
this assurance has been the conservative nature of the assumptions 
upon which the social security system is based. One of these is the 
so-called level earnings assumption whereby the condition of the 
system is measured on the basis of the most recent year for which 
payroll information has been recorded. It is conservative in that it 
does not anticipate increase in earnings level even though such in
creases have been the history of the American economy over the long 
run. This safety factor which is built into the social security system 
comes into play because of a cash benefit structure which pays back 
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less, proportionately, to higher income people than to those whose 
average wages are lower. Thus, if future earnings increase, asth 
are very likely to do, this "savings" results because more people .1 
have their benefit computed in the less weighted part of the benefit 
formula. 

No similar assumptions can be made with respect to the hospitali
zation program. In order adequately to finance the hospitalization 
program it must be assumed either (1) that the tax rate will be 
continually increased or (2) that the wage base will be continually
"updated" in order to provide additional funds to meet the increase in 

cost of the services. No one can reasonably assure the committee, or 
this Congress, that the actuarial cost estimates on which the program
has been predicated wrnl be realistic or valid a few years from now. 
Therefore, it would be unrealistic to assume that the tax rate in the 
bill-up to 1.60 percent on a wage base of $6,600-will adequately
finance the benefits. In fact, our experience with the estimates 
submitted by the Department of Health, Education, and Welfare over 
the past 10 years with respect to the various hospital benefit programs
conclusively establishes the opposite.

In 1957, the Department of Health, Education, and Welfare made 
estimates with respect to the cost of the original Forand bill then 

ending before the committee. Within a short period of time, the 
gatmn was forei~ to enneAfldA tfhnl. thnse ast-iroteas were whc-lly

ina-i1equate. Based --,-on the facts kont stdy h estimated 
cost of that bill shouZ have be-en at least double the amount of the 
original estimate. A similar bill with reduced benefits was introduced 
in 1960. Before the committee hearings were concluded on that bill,
the Department had conceded that the costs were greatly under
estimated. On the basis of what we know today, the Department
underestimated the cost of that bill by at least one-third. 

In 1963, when the King-Anderson bill (H.R. 1) was first introduced,
it called for a tax rate increase of 0.50 percent (0.25 percent each on 
employer and employee) with a wage base increase to $5,000. When 
the committee conducted bearings on this bill in 1964, only 1 year
later, the Department had already readjusted its estimates of the cost 
to increase both the tax rate and the base. 

In January 1965, the Department estimated the cost of the hos
pitalization programn in the administration's bill (H.R. 1) as equivalent
to a tax of08 percent on a taxable base of $5,600. Within the past 
few weeks, the Department has again revised its estimates upward.
This escalation in cost estimates and tax rates has continued up until 
final action by the committee last week. Notwithstanding that bene
fits have been reduced from those originally proposed in H.R. 1, the 
committee bill now proposes a tax up to 1.6 percent on a wage base 
of $6,600. 

Any member of the committee who is prepared to assure the Con
gress that these latest and most recent estimates of cost can be relied 
upon is ignoring 10 years of past experience. This is not to reflect 
upon the integrity of the actuaries who have participated in making
the estimates. Uncertainty with respect to the cost of a program of 
this type is unavoidable. 

The Congress would be wise if, in this context, it considered seri
ously a statement last year of Labor Minister Gilbert Granval who is 
responsible for France's social security system. He said in a report to. 
President Charles de Gaulle: 
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"The financial breaking point is near. The solution cannot be 
found in the framework of the present system." He is quoted as say
ing that the chief drain on the French social security system has not 
been the retirement and other benefits but the health insurance 
system. 

FINANCING OF HOSPITAL BENEFITS IS MISLEADING 

In the committee bill, provision is made for' a payroll tax using the 
same wage base as the social security system. The rate of tax and 
the wage base is, however, escalated in subsequent years. The 
ultimate tax rate of 1.60 percent provided for in the bill to finance 
the hospital benefits at a $6,600 wage base will be more than double 
the initial tax rate of 0.70 percent assessed on a $5,600 wage base for 
1966. This "gimmick" merely postpones the full impact of the cost. 
It may make the program more "palatable" today, but it does not, 
in fact, diminish the burden on the active work force-employees,
employers, and self-employed alike-who will be called upon to pro
vide hospital benefits for those already over age 65. The real burden 
is merely shifted to the future. 

The Department has estimated the cost of the program on a 25
year basis-the basis used in the committee bill-is the equivalent
of a tax of 1.27 percent on a wage base of $5,600. Instead, the com
mittee bill proposes to start out with a tax of 0.70 percent. This 
results in underfinancing the program on a level cost basis during
the initial 10-year period. It requires subsequent increases in the 
tax rate and the wage base to a rate of 1.6 percent on a wage base 
of $6,600. In adopting this method of financing, we are misleading 
today's worker into believing that the cost of the hospital benefit is 
only a few cents per week. If no one paid more than the initial top 
rate the program would be "broke" in a couple of years. 

Comparison of tax rates in 	H.R. 6675 with tax rate required to finance hospital benefit 
program on a level c08t basis I 

Level cost 
Year Wage base Tax rate Tax (on fixed Excess or 

wae base (deficiency) 
of $5,600) 

1966------------------------------- $5,600 $0.70 $39.20 $70.12 ($30.92) 
1967------------------------------- 5,600 1.00 56.00 70.12 (14.12) 
1008------------------------------- 5,600 1.00 56.00 .70.12 (14.12) 
1969------------------------------- 5,600 1.00 56.00 70.12 (14.12) 
1970------------------------------- 5,600 1.00 56.00 70.12 (14.12) 
1971 ------------------------------- 6,600 1.00 66.00 70.12 (24.12) 
1972------------------------------- 6,600 1.00 66.00 70.12 (24.12) 
1973-------------------------------6,600 1.10 72.60 70.12 2.48 
1974------------------------------- 6,600 1.10 72.60 70.12 2.48 
1975------------------------------- 6,600 1.10 72.60 70.12 2.48 
1976------------------------------- 6,600 1.20 79.20 70.12 9.06 
1977-------------------------------- 6,600 1.20 79.20 70.12 9.06 
1978------------------------------- 6,600 1.20 79.20 70.12 9.08 
1979------------------------------- 6,600 1.20 79.20 70.12 9.08 
1980 ------------------------------- 6,600 1.40 84.40 70.12 14.28 
1981------------------------------- 6,600 1.40 84.40 70.12 14.28 
1982 ------------------------------- 6,600 1.40 84.40 70.12 14.28 
1983-------------------------------6,600 1.40 84.40 70.12 14.28 
1984 ------------------------------- 6,600 1.40 84.40 70.12 14.28 
1985 ------------------------------- 6,600 1.40 84.40 70.12 14.28 
1986 ------------------------------- 6,600 1.40 84.40 70.12 14.28 
1987 ------------------------------- 6,600 1.60 108.60 70.12 35.48 
1988 ------------------------------- 6,600 1.60 105.60 70.12 35.48 
198-------------------------------- 6,600 1.60 105.60 70.12 35.48 
1990-------------------------------6,600 1.66 105.60 70.12 35.48 
1991-------------------------------6,600 1.60 105.60 70.12 35.48 

I source: Basic data from Department of Health, Education, end Welfare. 

45-39AQ--65----17 
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The Department estimates $35 billion as the cost of the hospital 
program for those now over age 65 alone, who will not have paid 1 
cent of the tax to finance these benefits. If we add to this the cost for 
th~ose approaching age 65, who will have paid only a nominal tax, the 
total liability will exceed $133 billion. It is wholly irresponsible and 
unnecessary to place this burden on the payroll tax, with the repre
sentation which has frequently been made by the proponents of 
medicaxe that prepaid health insurance can be provided at a cost of 
only a few cents per week. 

HOSPITAL INSURANCE TAX REGRESSIVE-NO MEASURE OF ABILITY TO PAY 

A payroll tax is one of the most unfair and regressive taxes in our 
entire tax system. It applies to the first dollar of earnings. There 
are no exemptions, no deduction, no exclusions, and no tax credits. 
No consideration is given to the taxpayer's ability to pay. The 

p eident of a large corporation pays the same tax as his worker. 
Wesustification for this type of tax rests upon the basic pr~emise of 

the social security system that the benefits, for which the tax is levied, 
are wage rMated. The financing of a hospital service benefit by a pay
roll tax represents a basic departure from that principle. 

A worker earning a $3,600 wage, with a wife and two children to 
suppiort,'Will Day total Federal income and Dayroll taxes of £250 for 
the year 1966. Of this amount, the payroll fax accounts for $162, 
with $18 of that amount applyig to the hospitalization program. 
At the outset, this worker wil be paying $18 per year towards finan

cighospital benefits for a retired couple without regard to their 
fiancial resources. The same retired couple with an income of 
$3,600 will pay no income tax, no social security tax, and no hospital
insurance tax. They will have two less mouths to feed, and more 
spendable income, yet the worker will be forced to pay for their 
hospitalization. 

FEDERAL TAX BURDEN OF MARRIED TAXPAYERS UNDER AGE 65 AND

OvER AGE 65 1


Under age 65-Husband and wife with Over age 65-Husband and wife 65 or 
2 children who take the standard over (assumed to receive $1,200O re-
deduction and have income of- tirement income, social security, pen

sions, inlterest, dividends, tent) with 
income of

$3,600 $3,600 

In- Health Total In- Health Total 
come OASDI Insur- tax come OASDI Inur tax 
tax ance ance 

1967-------- $88.00 $144.00 $18.00 $25. 00 1967--------------- 0 0 0 0 
1976-------- 88.00 172.80 21.60 282.40 1976--------------- 0 0 0 0 
1987 ------------- 88.00 172.80 28.80 289.60 1987--------------- 0 0 0 0 

$4,600 $4600 

197-----------::$234.00 $184. 00 $28.0$410 197----------$8.60 0 $89.60 
1976------234.02.8 2760 48.01976------89.60 0 0 890
1987------------- 284.00 220.80 86.80 491.80 1987 ------------- 89.60 0 0 89.60 

$5,600 $5,600 

1967---------- $402.00 $22.0 $2.0 $5.016-----2400 0 0$224.00 
196-----402.00 816.80 39.60 758.40 1976-------2.0 0 0 224. 00 

1987-: ----------- 402'.00 316.80 52.80 781.60 1987------------- 224.00 0 0 224.00 

'Source: Internal Revenue code. 
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PREPAYMENT FOR HOSPITAL BENEFITS A MYTH 

Under the committee bill, a worker entering the work force at age 
21 today will pay a payroll tax for 44 years-matched by the same 
amount paid on account of his wage by his employer-to finance a 
benefit for others. The actual cost of the hospitalization program per 
worker entering the work force at age 21, with interestat3 pecn 
per annum, wIl amount to $8,590. That is whatwilbpado 
account of the new generation of workers to finance hosptlbnft 
for those already retired. The same amount investedi rvt 
health insurance would provide the worker with far mr xesv 
benefits than are provided under the hospital program contained 
in the bill. 

Hospital insurance cost under H.R. 6675 for workers at selected ages from Jan. 1, 
1966, to retirement 1 

HOSPITAL INSURANCE TAX 

Age Employee Employer Combined 
tax tax 

21-------------------------------------------------------- $2.003 $2.003 $4,006 
25 -------------------------------------------------------- 1,792 1,'M 3,584 
35 -------------------------------------------------------- 1,264 1,264 2,528 
45 --------------------------------------------------------- 742 742 1,484 

HOSPITAL INSURANCE TAX COMPOUNDED WITH INTEREST AT 3A PERCENT

PER ANNUM


21-------------------------------------------------------- $4,295 $4,295 $8,590 
25--------------------------------------------------------- 3,586 3,586 7,172
35--------------------------------------------------------- 2,067 2, 067 4,134
45--------------------------------------------------------- 1,025 1,025 2,050 

1 Source: Department of Health, Education, and Welfare. 

The so-called prepayment concept of the committee bill is a myth. 
The funlding of the hospital benefit program is so meager as to be 
meaningless. When the 21-year-old worker reaches age 65, there will 
not be $8,590 in the fund to finance his hospital benefits. The money
will hftve been used to pay benefits for those who preceded him. It 
is not contemplated that the amount "prepaid," or set aside in the hospital 
insurancefund to payfuture costs, will exceed the cost of 1 year's benefits. 

Estimated progress of hospital insurance trust fund1 

[In millions] 

Contribu- Benefit Adminis- Interest Fund at end 
calendar year tions payments trative on fund of year 

I expenses 

1966 ---------------------------- $1,578 $982 32860 $17 $66 
1967----------------------------- 2,601 2,192 66 2092 
1968----------------------------- 2,790 2,391 72 34 1,286
1969----------------------------- 2,879 2,607 78 45 1,526 
1970----------------------------- 2,983 2,840 86 50 1,653 
1971----------------------------- 3,327 3,065 92 66 1,868
1972----------------------------- 3,488 3,280 98 60 2,038 
1973 ----------------------------- 3,929 3,516 105 68 2,414
1974----------------------------- 4,120 3,760 113 77 2,738 
1975----------------------------- 4,267 4,02 121 84 2,950
1980----------------------------- 6,123 5,276 158 140 5,018 
1985----------------------------- 7,038 6,823 205 236 7,681 
1990----------------------------- 9, 030 8,754 263 306 9,988 

I'Source: Department of Health, Education, and welfare. 
'Including administrative expenses Incurred in 1965. 
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The 21-year-old worker, or indeed the 45-year-old worker, is not 
"~prepaying" for his hospital benefits. He is really being taxed for the 
hositlbeniefits of those already retired and of the older workers who 
will retire before him. For example, the Department has estimated 
that a worker at age 50 who pays the full amount of the tax for tbe 
balance of his working years will have been taxed only to the extent 
of a fraction of the cost of his benefits. 

Relative hospital benefit cost and taxes paid under H.R. 6675 by selected age groups 
over 50 years of age 

[In billions] 

Cost of 
providing
hospital

benefits to 
selected 

age group 

Taxes paid
by selected 
age group 

Cost younger 
workers are 
required to 
pay to pro

vide benefits 
-to selected 
age group 

(1 Individuals 65 or over on Jan. 1, 1968-----------------------
()individuals between 60 and 65 on Jan. 1, 1966 -

(3) Individuals between 50 and 60 on Jan. 1, 1966-----------------
------

$3 
25 
680 

------- $35 
$1 
6 

24 
74 

(4) All individuals 50 or over on Jan. 1, 1966 ((1) through (3)
above)------------------------------------------------ $140 $7 $133 

ETOSIVITAL COST REIMBURSEMENT FORMULA DESTROYS QUALITY OF 
MEDICAL CARE 

The committee bill embodies a wholly new concept of payment for 
the hospital services which will be supplied to the aged under the 
hospital benefits program. The bill provides that the payment to the 
providers of such services (hospitals) will be limited to the "reasonable 
cost" of the services to be determined in accordance with regulations 
to be issued by the Department of Health, Educati6n, and Welfare. 

In other words, it makes no difference what the hospital might
customarily charge for room and board, radiotherapy, or any other of 
the multitudinous services available for the treatment of the patient.
It is immaterial, in fact, what Blue Cross or any health insurer might 
pay for the same service. The bill presupposes that it will cost less to 
render the services to the aged. Actuarially, the cost estimates 
relied upon in the bill are predicated on the assumption that the 
Department will be able to buy hospital services for the aged at a 
"discount" rate. 

49The bill requires that the Department shall fix a price-namely,
"reasonable cost"-for each and every service rendered bv the hospital 

or nursing home. The bill does not specifically define "reasonable 
cost." However, in fixing the reasonable cost of such services, it is 
admitted that charges for bad debts, charity patients, and certain 
unabsorbed overhead will not be allocated as a cost of the services 
financed under the hospitalization program. 

The committee was advised that there are some 5,000 hospitals
which will participate in the program. Add to this an undetermined 
number of nursing homes and other providers of services. The 
so-called reasonable cost in each case will vary. This means that 
every provider of services will be required to analyze its cost for 
every service which may be supplied to the aged, and to negotiate and 
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agree with the agency administering the program on the price to be 
charged to the aged for such service. 

The hospitals are for the most part nonprofit institutions. There is 
hardly a hospital in the country which does not embark upon various 
money-raising programs in order to make up the deficit between the 
charges and the cost of running the hospital. Any cost which is 
shifted from the overage 65 patients in the cost formula prescribed 
by the Department, must necessarily be paid by someone. Many
of the hospitals are already faced with inadequate revenues. If the 
hospitals are to continue in operation, someone will have to pay for 
the charity patients, the bad debt losses, and the unabsorbed over
head. If the entire burden is shifted from the overage 65 patients to 
the other patients, this will inevitably increase hospitalization costs 
for the patients under age 65. 

In lieu of this formula, the Republicans suggested that the hospital 
program reimburse the provider of services at the customary rate 
charged for such services. This was rejected on the grounds that it 
would result in an overpayment on account of the aged. The Depart
ment claimed that the "reasonable cost" for the aged, as contemplated
by the committee bill, will be less than the Blue Cross rates. 

The consequences of the adoption of the "reasonable cost" formula 
should be apparent. If the hospitals are prevented from charging the 
customary rates to the patients over age 65, hospital costs for patients 
under age 65 will have to be increased in order to make up the differ
ence. In order to reduce its losses, when the patients under age 65 
can no longer bear such increases, the hospital will be forced to 
curtail the quality of its service. 

The Department will undoubtedly contend that the services offered 
to those aged 65 cannot be reduced because the Department will see 
that this is not done. In other words, in the final analysis, so long 
as the "reasonable cost" formula remains in the bill, hospital care for 
those over age 65-and the operations of the hospital itself-will nec
essarily be subject to control by the Department. This is essential 
if the Department is to prevent the hospital from taking the only 
course open to it in reducing its losses, namely, to cut back on its serv
ices to the patients over age 65 who are the cause of such losses. 

REPUBLICANS OFFER BETTER PROPOSAL FOR COMPREHENSIVE 
HEALTH INSURANCE 

OUTLINE OF REPUBLICAN COMPREHENSIVE HEALTH INSURANCE 
PROGRAM 

We propose a program of comprehensive health insurance for every
one over age 65 equivalent to the medical insurance available to 
Government employees under the high option of the Government-wide 
indemnity plan. This plan has been described by the Department of 
Health, Education, and Welfare as providing the most comprehensive
insurance available at this time. Our program would meet all of the 
medical needs of the aged, both in and out of the hospital. It will 
cover the catastrophic illness. It is both comprehensive in scope and 
comprehensive in effect. 

Under this program, all persons aged 65 or over are eligible, on a 
uniform, basis. Their participation would be voluntary; there would 
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be no means test. Enrollment would be during an initial enrollment 
period, followed by periodic enrollment periods. 

For those under social security-or railroad retirement,-enrollment 
would be exercised by an assignment of a premium contribution to be 
taken out of, or checked off, the individual's current social security 
benefit. Those not under social security would execute an applica
tion accompanying it with their initial premium contribution. State 
agencies would be granted an option to purchase the insurance for 
their old-age assistance and medical assistance for the aged recipients 
at a group rate. 

Premium contributions by individuals would be based upon the 
cash benefits which they would either receive, or be entitled to receive' 
upon reaching age 65. The premium would be 10 percent of the 
minimum social security benefit and 5 percent of the balance. Those 
receiving the lowest social security benefits would pay the least. 
The average premium contribution on the basis of the benefit levels 
in the committee bill would be about $6.50 per month per person. 
Persons not under social security would pay a premium equivalent to' 
the maximum contribution of an individual under social security. The 
remainder of the cost of the insurance would be paid by the Federal 
Government out of general revenues. 

Benefits would be paid out of a national health insurance fund. 
Tbh, fund wurlld rAeAPVA fiR dAflA~it..q thA e~nnt.r41h11t6AnQ Af ;1il-Alca 

contributions from the social security system and Railroad Retirement 
Board on behalf of individuals covered under those systems, State 
contributions for OAA and MAA recipients, and annual appropria
tions from the Federal Treasury. The Secretary of the Treasury 
would administer the fund. The insurance program would be admin
istered by the Department of Health, Education, and Welfare, which 
would be charged with general administration, recordkeeping, and 
so forth, but would not process the claims or bills of hospitals, phy
sicians, and the like. The Surgeon General would contract with. 
private agencies-Blue Cross-Blue Shield, for example-which would 
process and pay the claims of those furnishing services and would 
then be reimbursed from the national health insurance fund. 

Under what we propose, more medical care can be provided for 
those over age 65 at a savings both to the Government and to the 
taxpayer. For the first full year of coverage, the net cost to the 
Treasury for financing the Republican health insurance program, after 
taking into account the additional tax revenues and the savings in 
other Federal programs attributable to the program, will amount to 
less than $2 billion. While costs will increase-just as costs will in
crease under the programs in H.R. 6675-premium contributions will 
also increase under the Republican program. The taxpayer-or 
tomorrow's worker-does not bear the full brunt of the increases in 
hospital and other medical costs. 

The Republican program also embodies an amendment to the 
Internal Revenue Code to provide for a special tax to recoup a part 
of the cost of the insurance from those participating who have incomes 
in excess of.$5,000 for a single person and in excess of $10,000 for a 
married couple filing a joint return. In this manner, those over age 
65, who are fully able to finance health insurance without Govern
ment aid, can participate in the program with the full knowledge that 
they are not passing on this cost to others. 
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REPUBLICAN PROPOSAL AVOIDS PROBLEMS INHERENT IN THE COMMITTEE 
BILL 

The Republican proposal for a national health insurance fund, 
financed partially through voluntary contributions and partially 
through the general revenues, avoids the problems inherent in the 
committee bill. Health insurance for the aged is not divided into 
separate programs requiring separate financing and separate admin
istration. The aged are treated just as we treat our Federal em
ployees. Adequate insurance is provided at a cost which is well 
within the means of those who do not quality for State assistance. 

The program provides comprehensive medical care. It is not 
misleading.

The insurance concept is completely voluntary. Since there is a 
cost to the insured, those who already have adequate programs paid 
for by their forme employers or through associations and the like, 
may not elect the Government-sponsored program. To the extent 
that these do not participate, the cost to the Government is reduced. 

The insurance concept is completely independent of the social 
security system. Socia security benefits are used merely as a test 
of ability to pay in determining the amount of the premium. The 
assignment of a predetermined percentage of these benefits to the 
health insurance fund is the only relationship of the program to the 
social security system. 

The premium contribution schedule embodies a relative needs 
test. For example, $for a couple receiving the maximum social 
security benefit ($203.85), the cost of the insurance will be $13.00 
per month. A couple receiving the minimum social security benefit 
($66) will be able to buy the same health insurance at a cost of $5.50 
per month. The amount of the Government subsidy thus varies with 
the economic status of the individual, as measured by social security 
benefits. 

By including a contribution or premium charge, the cost is shared 
by the individual and the Government. This makes for a sounder 
program. This cost sharing will have a tendency to reduce excessive 
usage of the benefits. 

The program preserves fully the role of the States in providing for 
those who are in need. Instead of blanketing in individuals receiving
medical assistance under OAA and under MAA, as provided in the 
hospital benefit program of the committee bill, the States will deter
mine the needs of these persons and are permitted to insure them as a 
group if the State elects to do so. It becomes possible to provide all 
recipients of medical care with the same type of basic protection, 
irrespective of their enonomic status. No distinction is made in our 
program between the person who participates on an individual basis, 
the social security recipient who elects to participate, the recipient of 
OAA and the recipient of MAA. All receive the same basic insurance 
policy.

In alternative, however, we also give the States the election under 
the Kerr-Mills Act, to offer alternate programs of private health 
insurance to the aged, which is the approach adopted in the Eldercare 
bills. 
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REPUBLICANS SUPPORT AMENDMENTS To KERR-MILLS PROGRAM 

The bill expands State programs for medical assistance to the 
aged, blind, and the disabled, and provides grants for maternal 
and child health care and crippled children's services. These amend
ments will unquestionably bring about better medical care for those 
in need under the State-administered programs of medical assistance 
for the aged, the blind, the disabled, and for dependent children. 

The Republicans supported similar amendments before the Ways 
and Means Committee in the last Congress. We reaffirm that 
position. However, the proponents of medicare would not support 
the medical assistance amendments at that time because they felt 
that such action might jeopardize-because of reducing the need for-
the hospitalization program provided in H.R. 1. 

Not only do the Republicans fully support these amendments to 
the Kerr-Mills program, but we would enlarge upon the committee 
bill in this respect. We would add the complete concept embodied 
in the Eldercare bills (ll.R. 3728 and H.R. 3801) introduced by two 
Republican members of the committee. Under these bills, voluntary
private health insurance plans may be used as the insurance inter
mediary. State governments~, assisted by Federal funds, could offer 
health insurance coverage to fit the individual needs of the aged.
The cost of such coveragae would be. naid etompl-t-Aly olut. ef FAarl I 
State funds for those individuals with incomes below means estab
lished by each State. For those individuals exceeding the minimum 
but less than a maximum, the State could pay a part of the cost. 
Eligibility would be determined solely on the basis of a simple state
ment of annual income submitted to the appropriate State authorities. 

While much of the Eldercare bills is embodied in the committee 
bill, we believe that the States should be specifically authorized to 
adopt such programs under the Kerr-Mills Act. We propose to en
large upon the committee amendments to the Kerr-Mils Act in order 
to make more specific the right of the States to enter into private 
contracts of insurance for the aged. 

OASDI AMENDMENTS SUPPORTED By REPUBLICIANS 

Substantially all of the amendments relating to the OASDI benefits 
were embodied in a bill (H.R. 288) introduced on January 4, 1965, 
by the ranking Republican member of the committee, and similar 
bills introduced by other Republicans (H.R. 3163, H.R. 3830, H.R. 
3219, H.R. 4230, H.R. 4272, H.R. 4395, H.R. 4619, H.R. 4971, 
H.R. 5038, H.R. 5039, and H.R. 6404). These amendments could 
have been enacted into law long ago if considered separately from the 
so-called medicare program. In fact, some- 20 million recipients (or
their dependents) would already have been enjoying the benefits of 
these amendments if the proponents of medicare, at the direction of 
the administration, had not blocked enactment of the social security 
amendments in the last Congress. 

Many. of the amendments in the Republican bills (H.R. 288, 3161, 
3219, and 3830) are now included in the committee bill. We fully 
support these amendments: 

(1) A 7-percent increase in cash benefits, with a minimum increase 
of $4 for the primary insurance amount.' 

IThe Republican bills proposed a 7-percent increase in cash benefits with a Tninfirum increase of $5in the 
Primary insurance amount. 
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(2) A minimum benefit of $35 for some 400,000 persons over age 72 
who do not have the requisite work coverage to qualify for benefits 
under existing law. 

(3) Liberalization of the earnings test for the aged who seek to 
supplement their social security benefits with part-time jobs. 

(4) Extension of social security benefits for dependents attending
school up to age 22 instead of age 18. 

(5) Social security benefits for widows beginning at age 60, rather 
than at age 62. 

(6) Liberalization of the gross income upon which farmers may
elect to pay social security taxes. 

(7) Recognition of the conscientious objection of certain long-
established religious groups to the social security concept. 

In addition to these amendments to the OASDI system, the Repub
lican proposals also contained the amendments relating to the old-age
assistance and other assistance programs administered by the States, 
which are presently included in H.R. 6675. Titles II, III, and IV of 
the committee bill are, for the most part, supported by the Repub
licans. We take satisfaction in the fact that man y of these amend
ments-not included in the administration's bill (H.R. 1)-were
contained in the bills introduced by the Republicans. 

REPUBLICANS APPLAUD TAX RELIEF FOR THOSE UNDER AGE 65 
CARRYING HEALTH INSURANCE 

Although we have made tremendous gains in public acceptance of 
health and accident insurance over the past decade, the taxpayer,
instead of being given an incentive to enroll himself or his family in 
a medical plan, is penalized for doing so. Under existing law, the 
medical expense deduction is limited to the amount in excess of 3 per
cent of the taxpayer's adjusted gross income. The 3-percent limita
tion effectively excludes the cost of health insurance. This penalizes
the taxpayer who insures himself and his family through accident and 
health insurance. Today, as a practical matter, a person having
adequate health insurance does not get a tax deduction for either 
insurance costs or medical costs. 

For many years, the Republicans have sought to amend the tax 
laws so as to treat premiums paid on account of health and accident 
insurance differently from other medical expense in order that a tax
payler carrying such insurance will be placed on more nearly an equal 
basis with a taxpayer who does not insure his medical expenses.

The committee bill partially remedies this inequity. The bill 
provides a separate deduction (up to a maximum $250 per year) for 
50 percent of the cost of the taxpayer's expense for health insurance. 
The Republicans would prefer the allowance of the deduction in full. 
Nevertheless, we believe that "half a loaf is better than none," and 
we applaud the recognition, in the committee bill, of health insurance 
premiums as a separate deduction, not subject to the 3-percent 
exclusion. 

JOHN W. BYRNES. 
THOMAS B. CURTIS. 
JAMES B.UTTr. 
JACKSO0N E. BETTS. 
HERMAN T. SCHNEEBELI. 
HAROLD R. COLLIER. 
JOEL T. BROYHILL. 
JAmES F. BAVT"N. 



ADDITIONAL SEPARATE VIEWS OF THE

HONORABLE JOEL T. BROYHILL


The undersigned has joined with my Republican colleagues in the 
foregoing Separate Views opposing enactment of the so-called medicare 
program provisions of H. R. 6675, in the compulsory form in which 
the program was approved by the majority members of the Committee 
on Ways and Means. 

I support the efforts to be made by the Republican minority during 
the House floor consideration of H. R. 6675 to delete the mandatory 
medicare provisions of the bill and substitute therefor a voluntary 
program of broader health care insurance. I file these additional 
separate views because I was one of the original 35 sponsors of the 
eldercare proposal as embodied in my bill, H.R. 3801, and I believe 
it appropriate to discuss the superiority of the eldercare proposal over 
the administration's medicare proposal in view of the broad support 
given the eldercare approach in the Congress.

My preference for the eidercare approach over the medicare plan is 
based on the fact that the eldercare proposal avoids compulsion, 
minimizes Federal regimentation, and allows a comprehensive range 
of benefits under State administered programs. Under eldercare the 
extent of aid to *the recipient is based on his need for Government 
assistance in meeting his health-care requirements without requiring 
a ''social-worker type'' needs test. 

The eldercare proposal would work as follows: Voluntary private 
health insurance plans would be used as the insuring intermediaries. 
State governments, assisted by Federal funds, would offer health 
insurance coverage to fit a variety of individual needs of the aged.
The cost of such coverage would be borne completely by Government 
for those individuals with incomes falling below minimum limits set 
by~each State. For those individuals with incomes exceeding the 
minimum but less than a maximum, the State would pay a part of the 
cost. For those individuals whose incomes exceed maximum limits, 
the State would pay nothing. Aged individuals would periodicall 
make a simple statement of annual income to the State. On the basis 
of this income statement alone would eligibility be determined. 
Principalreasonsfor opposing medicare 

Medicare should not be enacted because: 
(1) The so-called medicare program is a compulsory Federal 

plan that would impose additional regressive payroll taxes on the 
current working population regardless of inabiity to pay; partial 
health benefits are made available to the retired population 
regardiess of individual ability to be self-supporting-rich and 
poor alike. (See tables 1 and 2 for OASDI tax rate schedules 
and table 3 for medicare tax rate schedule. Tables also show 
tax amount per individual. Tables 5 and 6 set forth data with 
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respect to combined OASDI and medicare tax rates and amounts. 
Tables follow at the end of these additional views.)

(2) Medicare would establish a massive Federal program 
financed by social security and administered by a central bIureauc
racy and would violate the established concept that the echelon 
of government closest to the people can be more efficient and 
responsive in administration of social pro ams. 

(3) Medicare would initiate what would ultimately become a 
Federal monopoly in regard to the financing and rendering of 
health care with respect to our aged to the detriment of endeavors 
of the private sector; this result would impair the quality of 
health care, retard the advancement of medical science, and 
displace private insurance. 

(4) Medicare would for the fir-t time inject into our OASDI 
system service benefits as distinguished from predeterminable cash 
benefits with the consequence that unpredictable costs and over-
utilization would jeopardize the soundness and acceptability of 
the social security program as well as necessitate a vast and 
costly expansion of health care facilities. 

(5) The consensus of nongovernmental actuaries experienced
in health insurance muttters holds that the medicare program is 
underfinanced; but even the inadequate financing provisions of 
the bill would mean that for many taxpayers more would be paid 
in social security taxes than would be paid in income taxes. 

(6) The economic thrust of the higher employment taxes 
necessitated by the medicare programs would have immediate 
adverse impact on job opportunities and the problem would be 
further aggravated by the certain expansion of the program 
once started. (See table 4 for estimated aggregate payrolly taxes.) 

Principalreas8on8for introducing eldercare 
The eldercare p~rogram, embodied in H.R. 3801, was introduced for 

committee consideration as a preferable alternative -to medicare 
because: 

(1) The eldercare proposal is a noncompulsory program per
mitting health care under State administered programs aimed 
at providing complete care for aged persons requiring help in 
meeting their health expenses without a "social-worker type" 
means test. 

(2) The proposal would provide for State administration and 
the utilization of private insurance carriers, thereby assuring 
responsible and responsive administration. 

(3) Eldercare would minimize the intrusion of inflexible 
governmental management on medical facilities and professional
services. 

(4) The eldercare proposal would neither interfere with nor 
endanger the established concept of confining OASDI benefits 
to cash payments and would avoid the risky adventure of service 
benefits-an adventure that is failing in virtually every other 
major country. 

(5) The eldercare proposal would not require the imposition 
of higher regressiveya Toil taxes and it would not jeopardize 
the actuarial status ofthe present OASDI system. 
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GENERAL DISCUSSION 

The biennial political issue of compulsory Federal health care 
under social security has been pending before the Congress for 20 
years. In that interim there has been no meaningful fundamental 
improvement contained in the various modifications that have been 
advocated in the compulsory social security approach. The only
variations in the different proposals advanced from time to time are: 
(1) Curtailmnents in the suggested benefits to make the alleged cost 
politically salable, (2) arbitrary adjustments in eligibility require
ments and, more recently, (3) a new catchword title--"Medicare." 

In this 20-year period during which the Congress has rejected
compulsory Federal health programs, the Congress has acted to 
establish sound Federal-State voluntary programs capable of meeting
the health needs of citizens unable to defray the financial burdens of 
their own health requirements. The most recent instance of responsi
ble action in this regard occurred with the enactment of the Kerr-
Mills program.

There has also occurred in this 20-year period a phenomenal growth
in the proportion of our aged pouation covered by private health 
insurance protection so that today substantially more than 60 percent
of persons 65 years and over have coverage. In the past 10 years the 

of~evaged covvied by privaue inurance has more than tripled 
and the percentage of those so protected is expected to surpass 75 
percent by 1969. Now the Congress is being called upon to provide 
a compulsory political solution to a medical problem by enacting a 
plan that would impair State administered programs and would 
destroy the incentive for the financially able aged to provide for 
themselves through insurance. 

The membership of the House of Representatives, in acting on the 
medicare political palliative should be cognizant of the meaningful
fact that the two groups most knowledgeable of the medical and actu
arial implications of the medicare proposal oppose its enactment-
these groups are the physicians and the health insurance industry.
The concerns expressed by these groups are sustained by events 
throughout the world where government health programs have reached 
the critical juncture of unforeseen increases in cost and declining
quality of medical service. It is not by accident that the U.S. citizens 
have available to them the highest standard of health care in the world 
under our free enterprise system. The enactment of medicare will 
inescapably impair the quality and increase the cost of health care in 
this country similar to the deteriorating standards and increasing 
costs being experienced in such countries as Great Britain, France, and 
Italy.

The proponents of compulsory health care under social security
have provided a separate "health" trust fund to alleviate concern 
over the impact the provision of medical service benefits may have 
on the system's ability to meet cash benefit obligations. This same 
'"precautionary safeguard'' was attempted in the establishment of the 
separate Federal disability insurance trust fund under social security
in 1956, which will only be saved from insolvency in 1966 by a provision
in the committee's bill which allocates a larger percentage of the pay
roll tax which supports all facets of the OASDI program. 

The potential for the impairment of the solvency of the new "health" 
trust fund arises in part from the fact that present aged beneficiaries 
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would be eligible for benefits under the program without any contri
bution to the trust fund for health insurance benefits. Concern over 
this problem was expressed in September 1964 by the able chairman 
of the Committee on Ways and Means when he said of medicare: 

* * * a further very serious problem is the effect which 
the assumption of the liability for the hospital costs for all 
the currently retired persons will have on the social security 
program as a whole. I do not believe that it is generally 
understood that this unfunded liability would amount to at 
least $33 billion. It must be realized that the currently re
tired individuals under the social security program have not 
paid any taxes as such for hospital insurance benefits. This 
is where the prepayment argument ***completely breaks 
down. 

The esteemed chiarman of the Committee on Ways and Means 
has worked diligently and conscientiously to provide an adequate and 
sound social security pro am; and it is because of that fact that I 
believe his admonition should be brought to the attention of the 
House membership. 

Thus, this unfunded liability makes it patent that to claim medicare 
is based on an insurance principle is to clutch at an illusion. The 
unfunded obligations of the present OASDI program, which currently 
exceed $300 billion under present law, will have many more billions of 
unfunded benefit commitments added by the institution of the new 
"mnedicare" program with its schedule of deferred tax increases which 
does not reach its ultimate effect until January 1, 1987. The first 
population group that will bear the full brunt of the tax burden is the 
group of citizens to be born 6 years from now; and that group will be 
called upon to pay for its benefits as well as share in defraying the 
benefit costs of the presently retired and of those now in the working 
force. 

It is also to be noted that the present law limitation on earned 
income by beneficiaries for eligibility for cash benefits, the so-called 
retirement, test, would not be applicable with respect to the health 
service benefits. The service benefits provided in this bill will create 
additional inequities in the OASDI program in that persons aged 65 
who become sick will be eligible for benefits without paying and taxes 
for these added benefits, whereas a person aged 60 who is in need and 
has paid increased taxes will be denied benefits. 

CONCLUSION 

Although there are many provisions in H.R. 6675 which I believe 
to be meritorious, such as were referred to in the foregoing Separate 
Views, the compulsory health care features of the bill threaten danger 
to the entire social security structure. The melancholy prospect for 
medicare is that it will retard, not advance, the Nation's health and 
welfare. In opposing this medicare program for the compelling 
reasons presented, I pledge myself to continued endeavors to have 
favorable action taken on a sounder and more equitable approach to 
meeting the medical needs of our aged citizens. I respectfully urge my 
colleagues in the House to join the Republican membters of the Com
mittee on Ways and Means in this effort. 

JOEL T. BROYHILL, Member of Congress. 
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TABLE 1.- Tax rate, tax base, and tax amount applicable to employers and employees 
(each) under present law and under H.R. 6675 1 

OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM, 1965-87 AND AFTER 

Tax per employee with base wage
Tax rate, employer under bill 3 

and employee Tax base _______ _______ 

(each) 
Year Amount of tax Increase under bill 

Under Under Under Under Under Under Over Over 
present bill present bill present bill present 1965 

law law law law 

Percent Percent 
1965----------------- 3.625 3.625 $4,800 $4,800 $174 $174.00----------
1966----------------- 4.125 4.000 4,800 5,600 198 224.00 *28 00 $50.00 
1967- - -------------- 4.125 4.000 4,800 5,600 198 224.00 26.00 50.00 
1968----------------- 4.625 4.000 4,800 5,600 222 224.00 2.00 10.00 
1969-70 -------------- 4.628 4.400 4,800 5,600 222 246. 40 24.40 72.40 
1971-72 -------------- 4.625 4.400 4,800 6,600 222 200. 40 68.40 116.40 
1973-75 -------------- 4.626 4.800 4,800 6,600 222 316.80 98.80 142.80 
1978-790-------------- 4.625 4.800 4,800 6,600 222 316.80 94.80 142.80 
1980-86 -------------- 4.625 4.800 4,800 6,600 222 316.80 94.80 142.80 
1987 and after--------- 4.625 4.800 4,800 6,600 222 316.80 94.80 142.80 

I As described in Ways and Means Committee press release issued on Mar. 24, 1965, which summarizes 
the bill. 

2Employers pay same amount on behalflof such employees. 

Source: Staff of the Joint Committee on Internal Revenue Taxation. 

TABLE 2.-Tax rate, tax base, and tax amount applicable to self-employed persons
under present law and under H.R. 6675 

OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM, 1965-87 AND AFTER 

Tax per self-employed with base earnings 
under bill 

Tax rate Tax base ______ ________ 

Year Amount of tax Increase under bill 

Under Under Under Under Under Under Over Over 
present bill present bill present bill present 1965 

law law law law 

Percent Percent 
1965------------------ 5.4 5.4 $4,800 $4,800 $259.20 $259.20----------
1966------------------ 6.2 6.0 4,800 5,000 297.60 336.00 $38.40 $76.80 
1967------------------ 6.2 5.0 4,800 5,600 297.60 336.00 35.40 76.80 
1968------------------ 6.9 6.0 4,800 5,600 331.20 336.00 4.80 76.80 
1969-70---------------- 6.9 6.6 4,800 5,600 331.20 369.60 38.40 110.40 
1971-72---------------- 56.9 5.6 4,800 6.600 331.20 435.60 194.40 176.40 
1973-75---------------- 6.9 7.0 4,800 6,600 331.20 402.00 130.80 202.80 
1970--79-----------.9 7.0 4,800 6,600 M3.20 462.00 130.80 202.80 
1980-6-----------.9 7.0 4,800 6,600 331.20 462.00 130.80 202.80 
1987 andate .9 7.0 4,800 6,600 331.20 462.00 130.80 202.60 

'As described in Ways and Means Committee press release, issued on Mar. 24, 19NS, which-summarizes 
the bill. 

Source: Staff of the Joint Committee on Internal Revenue Taxation. 
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TABLE 3.-Tax rate, tax base and tax amount, applicable to employers, employees, 
and self-employed persons under the basic health insurance program of H.R. 
6675 

1965-87 AND AFTER 

Tax on employer, employee, and self-
Yeaemployed (each) 

Tax rate Tax base Tax amount'2 
(percent) 

1965 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 
1966------------------------------------------------------- 0.35 85,600 819.60 
1967-------------------------------------------------------- .50 5,600 28.00 
1968 ----------------------- -------------------------------- .50 5,600 28.00 
19690-70 ------------------- -------------------------------- .50 6,600 28.00 
1971-72----------------------------------------------------- .50 6,600 33.00 
1973-75----------------------------------------------------- .55 6,600 36.30 
1076-79----------------------------------------------------- .:60 6,600 39.60 
1980- ----------------------------------------------------- .70 6,600 46.20 
1987 and after----------------------------------------------- .:80 6,600 52.80 

IA described in Ways and Means Committee press release issued on Mar. 24,1965, which summarizes the 
bill. 

2For each self-employed person and employee with earnings or wage equal to or in exeess of the tax base; 
employers pay same amount on behalf of such employees. 

Source: Staff of the Joint Committee on Internal Revenue Taxation. 

TABLE 4.-Estimated aggregate taxes on employers, employees, and self-employed 
persons under present law, and under H.R. 6675'1 

OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM, 1965-72 AND BASIC 
HEALTH INSURANCE PROGRAM, 1965-75, 1980, 1985, AND 1990 

[In billions of dollars] 

Present law H.R. 6675 

Year Old-age and Disability Old-age and Disability Basic health 
survivors insurance Total survivors insurance insurance Total 
Insurance program Insurance program program 
program program 

1965 ------ $16.0 $1.2 $17.2 $16. 0 $1.2 -------------- $17.2 
1966 ------- 18.5 1.2 19.7 18.5 1.8 $1.6 21.9 
1967 ------- 19.4 1.3 20.7 19.7 2. 0 2.6 24.3 
19688------ 22.2 1.3 23.5 20.3 2.1 2.8 25.2 
1969 ------- 23.3 1.3 24.6 22.9 2.2 2.9 28.0 
1970 ------- 24.0 1.4 25.4 24.0 2.2 3.0 29.2 
1971 ---- -- 24.7 1.4 26.1 25.9 2.4 3.3 31.6 
1972 ------- 25.4 1.4 26.8 27.2 2. 5 3. 5 33.2 
1973 ------- (2) (2) (2) (2) (2) 3.9 (1) 
1974 ------- (2) (2) (2) (2) (2) 4.1 (2) 
1975 (2)- (2) (1) (2) (2) 4.3 (')
1980 --- (2 (2) (2) (2) 6.1 () 
1985 -- (2) (2) (2) (2) (2) 7.0 (2) 
1990 -- I (2) (') (2) (2) (') 9.0 (2) 

IAs described in Ways and Means Committee press release, issued on Mar. 24, 1965, which susmmarizes 
the bill.

' Not available. 

Source: Compiled by staff of the Joint Committee on Internal Revenue Taxation from data supplied by
Social Security Administration. 
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TABLE 5.-Combined Pxx rate on employer and employee underpresent lav) and under 
H.R. 6675 1 

OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM AND BASIC 
HEALTH INSURANCE PROGRAM, 1965-87 AND AFTER 

[In percent] 

Combined tax rate on employer and employee 

Old-age, survivors, Basic health Old-age, survivors, end disability in-
and disability in- insurance surance program end basic health 
surance program program insurance program 

Year 
Change under bill 

Under Under Under _______ 
present Under present Under present Under 

law bill law bill law bill Over Over 
Present 1965 

law 

1965----------------- 7.25 7.25----------- ---------- 7.25 7.25----------
1966-----------------8. 25 8. 00------------ 0.70 8.25 8.70 +0.45 +1.45 
1967 ----------------- 8.25 8.00------------ 1.00 8.25 9.00 +.75 +1.75 
1968 ----------------- 9.25 8.00------------lI.bo 9.25 9. 00 -. 25 +1.75 
1969-70--------------- 9.25 8.80------------ 1.00 9.25 9.80 +.55 +2.55 
1971-72--------------- 9.25 8.80------------ 100 9.25 9.80 +.55 +2.55 
1973-75--------------- 9. 25 9.60------------ 1. 10 9. 25 10.70 +1.45 +3.45 
I175-79---------------9.25 9.64)------------1.20 9.25 10.80 +1.55 +3.55 
1980--86--------9.25 9.60------------ 1.40 9.25 11.00 +1.75 +3.75 
1987 and after--------- 9.25 9.60------------ 1.60 9.25 11.20 +1.95 +3.96 

IAs introduced in the House of Representatives on Mar. 24, 1961.


Source: Staff of the Joint Committee on Internal Revenue Taxation.


TABLE 6.-Combined tax on employer and employee under present law and under 
HI?. 6675 

OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM AND BASIC HEALTH 
INSURANCE PROGRAM, 1965--87 AND AFTER 

Combined tax on employer and employee 

Old-age, survivors, Basic health Old-age, survivors, and disability in-
and disability in- insurance surance program and basic health 

Yer surance program program insurance program 

Increase under bill 
Under Under Under _______ 

present Under present Under present Under 
law bill law bill law bill Over Over 

pesent 1965 
law 

1965----------------- $348 $348.00----------- ---------- $348 $348.00----------
1966------------------ 396 448.00----------- $39.20 396 487.20 $91.20 $139.20 
1967------------------ 396 448.00------------ 56.00 396 804.00 196.00 196.00 
1968 ----------------- 444 448.00------------ 56.00 444 504.00 60.00 156.00 
1969-70--------------- 444 492.80------------ 56.00 444 548.80 104.80 200.80 
1971-72--------------- 444 580.80------------ 66.00 444 64. 80 202.80 298.80 
1973-75--------------- 444 633.60------------72.60 444 796.20 26. 20 338.20 
1976-79 ------------- 44 63.60------------ 79.20 444 712.80 268.80 364.80 
198-86----------- 444 633.60------------ 92.40 444 726.80 282.00 378.00 
1967 and atr444 633.60 ----------- 108.60 444 739.20 295.20 391.20 

IFor employee with wage equal to or in excess of the tax base under the bill.

2As introduced in the House of Representatives on Mar. 24, 1965.


Source: Staff of the Joint Committee on Internal Revenue Taxation. 
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A BILL

To 	 provide a hospital insurance program for the aged under 

the Social Security Act with a supplementary health bene

fits program and an expanded program of medical assistance, 

to increase benefits under the Old-Age, Survivors, and Disa

bility Insurance System, to improve the Federal-State public 

assistance programs, and for other purposes. 

1 Be it enacted by the Senate and House of Representa

2 tives of the United States of America in Congress assembled, 

3 That this Act, with the following table of contents, may be 

4 cited as the "Social Security Amendments of 1965". 

J. 35-001-1 



2 

TABLE OF CONTENTS 

TrrLE I-HEALTH INSURANCE FOR THE AGEDi AND MEDICAL ASSISTANCE 

Sm~. 100. Short title. 

PART 1-HEALTH INSURANCE BENEFITS FOR THE AGED 

SEC. 101. Entitlement to hospital insurance benefits.

SEC. 102. Hospital insurance benefits and supplementary health insurance


benefits. 

TIThE XVIII-HEALTH INSURANCE FOR THE AGED 

SEc. 1801. Prohibition against any Federal interference. 
Smc. 1802. Free choice by patient guaranteed. 
SEC. 1803. Option to individuals to obtain other health insurance pro

tection. 

PART A-HOSPITAL IN5URANCE BENEFITS FOE THE AGED 

SEC. 1811. Description of program. 
SEC. 1812. Scope of benefits. 
SEC. 1813. Deductibles. 
SEC. 1814. Conditions of and limitations on payment for services. 

L-(aY-Requirement of requests and certifications. 
(b) Reasonable cost of services. 
(c) No payments to Federal providers of services. 
(d) Payments for emner~yennv hosnital se~rvieps. 
(e) Payment for inpatient hospital services prior to 

notification of noneligibility. 
SEC. 1815. Payment to providers of services. 
SEC. 1816. Use of public agencies or private organizations to facili

tate payment to providers of services.

SEC. 1817. Federal hospital insurance trust fund.


PART B-SUPPLEMENTARY HEALTH INSURANCE BENEFiTS FOR THE AGED 

SEC. 1831. Establishment of supplementary health insurance pro
gram for the aged. 

SEC. 1832. Scope of benefits. 
SEC. 1833. Payment of benefits. 
SECo. 1834. Duration of services. 
SEC. 1835. Procedure for payment of claims of providers of services. 
SEC. 1836. Eligible individuals. 
SEC. 1837. Enrollment periods. 
SEC. 1838. Coverage period. 
SEC. 1839. Amounts of premiums. 
SEC. 1840. Payment of premiums. 
SEC. 1841. Federal supplementary health insurance benefits trust 

fund. 
SEC. 1842. Use of carriers for administration of benefits. 



3 

TABLE OF CONTENTS-Continued 

Trrxm XVIII-HEALTH INSURANCE FOR THE AGiin-Continued 

PART B-SUPPLEMENTARY HEALTH 	INSURANCE BENEFITS FOR THE AGED-Con
tinued 

SEC1. 1843. State agreements for coverage of eligible individuals who 
are receiving money payments under public assistance 
programs. 

SEC. 1844. Appropriations to cover Government contributions and 
contingency reserve. 

PART 0-MISCELLANEOUS PROVISIONS 

SEC. 1861. Definitions of services, institutions, etc. 
(a) Spell of illness. 
(b) Ihpatient hospital services. 
(a) Inpatient psychiatric hospital services. 
(d) Inpatient tuberculosis hospital services. 
(e) Hospital. 
(f) Psychiatric hospital. 
(g) Tuberculosis hospital. 
(h) Extended care services. 
(i) Post-hospital extended care services. 
(j) Extended care facility. 

'4k-) Utilization review. 
(1) Agreements for transfer between extended care 

facilities and hospitals. 
(in) Home health services. 
(n) Post-hospital home health services. 
(o) Home health agency. 
(p) Outpatient hospital diagnostic services. 
(q) Physicians' services. 
(r) Physician. 
(s) Medical and other health services. 
(t) Drugs and biologicals. 
(u) Provider of services. 
(v) Reasonable cost. 
(w) Arrangements for certain services. 
(x) State and United States. 

SEC. 1862. Exclusions from coverage. 
-SEO 1863. Consultation with State agencies and other organizations 

to develop conditions. of participation for providers of 
services. 

Sms. 1864. Use of State agencies to determine compliance by pro
viders of services with conditions of participation. 

Slmo 1865. Effect, of accreditation. 
SEc. 1866. Agreements with providers of services. 



4 

TABLE OF CONTENTS-Continued 

TITLE XVIII-IfEALTH INSURANCE FOR THE AGED-Continued 

PART C-MISCELLANEDOUS PROVISIONS-continued 

SEC. 1867. Health insurance benefits advisory council.

9-c. 1868. National medical review committee.

SEC. 1869. Determinations; appeals.

SEC. 1870. Overpayments on behalf of individuals.

SEC. 1871. Regulations.

SEC. 1872. Application of certain provisions of title II.

SEC. 1873. Designation of organization or publication by name.

SEC. 1874. Administration.

SEC. 1875. Studies and recommendations.


SEC. 103. Transitional provision on eligibility of presently uninsured 
individuals for hospital insurance benefits. 

SEC. 104. Suspension in case of aliens; persons convicted of subversive 
activities. 

SEC. 105. Railroad retirement amendments. 
SEC. 106. Medical expense deduction. 
SEc. 107. Receipts for employees must show taxes separately. 
SEC. 108. Technical and administrative amendments relating to trust 

funds. 
SEC. 109. Advisory council on social security. 
SEC. 110. Meaning of term "Secretary". 

PART 2-GRANTS TO STATES FOE MEDICAL ASSISTANCE PROGRAMS 

SEC. 121. Establishment of programs. 

TITLE XIX-GRANvs TO STATES FOR MEDICAL ASSISTANCE, PROGRAMS 

SEC. 1901. Appropriation.

SEC. 1902. State plans for medical assistance.

SEc. 1903. Payment to States.

SEC. 1904. Operation of State plans.

SEC. 1905. Definitions. 

SEC. 122. Payment by States of premiums for supplementary health 
insurance. 

TITLE II-OTHEii AMENDMENTS RELATING TO HEALTH CARE 

PART 1-MATERNAL AND CHILD HEALTH AND CRIPPLED CHILDREN'S sERVICES 

SEC. 201. Increase in maternal and child health services.

SEC. 202. Increase in crippled children's services.

SEC. 203. Training of professional personnel for the care of crippled


children. 
SEc. 204. Payment for inpatient hospital services. 
SEC. 205. Special project grants for health of school and preschool 

children. 
SEC. 206. Evaluation and report. 

PART 2-IMPLEMENTATION OF MENTAL RETARDATION PLANNING 

SEC. 211. Authorization of appropriations. 



5 

TABLE OF CONTENTS-Continued 

Trruz II-OTHRE AMENDMENTS RELATING To HEALTH CMIE--Continued 

PART 3-PUBLIC ASSISTANCE AMENDMENTS RELATING TO HEALTH CARE 

SEC. 221. Removal of limitations on Federal participation in assistance to 
aged individuals with tuberculosis or mental disease. 

SEC. 222. Amendment to definition of medical assistance for the aged. 

TITLF III-SOCIAL SECURITY AMENDMENTS 

SEC. 300. Short title. 
SEC. 301. Increase in old-age, survivors, and disability insurance benefits. 
ISEC. 302. Computation and recomputation of benefits. 
SEC. 303. Disability insurance benefits. 
SEC. 304. Payment of disability insurance benefits after entitlement to 

other monthly insurance benefits. 
SEC. 305. Disability insurance trust fund. 
SEC. 306. Payment of child's insurance benefits after attainment of age 

18 in case of child attending school. 
SEC. 307. Reduced benefits for widows at age 60. 
SEC. 308. Wife's and widow's benefits for divorced women. 
SEC. 309. Transitional insured status. 
SEC. 310. Increase in amount an individual is permitted to earn without 

suffering full deductions from benefits. 
SEC. 311. Coverage for doctors of medicine. 
SEC. 312. Gross income of farmers. 
SEc. 313. Coverage of tips. 
SEC. 314. Inclusion of Alaska and Kentucky among States permitted to 

divide their retirement systems. 
SEC. 315. Additional period for electing coverage under divided retire

ment system. 
SEC. 316. Employees of nonprofit organizations. 
SEC. 317. Coverage of temporary employees of the District of Columbia. 
SEC. 318. Coverage for certain additional hospital employees in Cali

fornia. 
SEC. 319. Tax exemption for religious groups opposed to insurance. 
SEC. 320. Increase of earnings counted for benefit and tax purposes. 
SEC. 321. Changes in tax schedules. 
SEC. 322. Reimbursement of trust funds for cost of noncontributory 

military service credits. 
SEC. 323. Adoption of child by retired worker. 
SEC. 324. Extension of period for filing proof of support and applications 

for lump-sum death payment. 
SEC. 325. Treatment of certain royalties for retirement test purposes. 
SEC. 326. Amendments preserving relationship between railroad retire

ment and old-age, survivors, and disability insurance systems. 
SEC. 327. Technical amendment relating to meetings of board of trustees 

of the old-age, survivors, and disability insurance trust funds. 

TITLE IV-PuBL~c ASSISTANCE AMENDMENTS 

SrEC. 401. Increased Federal payments under public assistance titles of 
the Social Security Act. 



6 

TABLE OF CONTENTS-Continued 

Trrii IV-Pnuio~ AssiisTANcE Axm~DYENTs-Continued 

Smc. 402. Protective payments. 
SEC. 403. Disregarding certain earnings in determining need under as

sistance programs for the aged. 
SEC. 404. Administrative and judicial review of public assistance deternmi

nations. 
SEC. 405. Maintenance of State public assistance expenditures. 
SEC. 406. Disregarding OASDI benefit increase, and child's insurance 

benefit payments beyond age 18, to the extent attributable to 
retroactive effective date. 

S1!C. 407. Extension of grace period for disregarding certain income for 
States where legislature has not met in regular session. 

Sim. 408. Technical amendments to eliminate public assistance provisions 
which become obsolete in 1967. 

11 TITLE I-H1EALTH INSURANCE FOR THlE AGED 

2 AND MEDICAL ASSISTANCE 

3 SHORT TITLE 

4 SEC. 100. This title may be cited as the "Health Insur

5i a~nce for the Aged Act". 

6 PART 1-HEALTHE INSURANCE BENEFITS FOR THE AGED 

7 ENTITLEMENT TO HOSPITAL INSURANCE 

8 BENEFITS 

9 SEC. 101. Title II of the Social Security Act is amended 

10 by adding at the end thereof the following new section: 

11 "ENTITLEMENT TO HOSPITAL INSURANCE BENEFITS 

12 "SEC. 226. (a) Every individual who

13 "(1) has attained the age of 65, and 

14 "(2) is entitled to monthly insurance benefits under 

15 section 202 or is a qualified railroad retirement bene

16 ficiary, 
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shall be entitled to hospital insurance benefits under part A 

of title XVIII for each month for which he meets the con

dition specified in paragraph (2), beginning with the first 

month after June 1966 for which he meets the conditions 

specified in paragraphs (1) and (2). 

"(b) For purposes of subsection (a) 

" (1) entitlement of an individual to hospital insur

ance benefits for a month shall consist of entitlement to 

have payment made under, and subject to the limitations 

in, part A of title XVIII on his behalf for inpatient hos

pital services, post-hospital extended care services, post

hospital home health services, and outpatient hospital 

diagnostic services (as such terms are defined in part C 

of title XVIII) furnished him in the United States dur

ing such month; except that (A) no such payment may 

be made for post-~hospital extended care services fur

nished before January 1967, and (B) no such payment 

may be made for post-hospital extended care services or 

post-hospital home health services unless the discharge 

from the hospital required to qualify such services for 

payment under part A of title XVIII occurred after 

June 30, 1966, or on or after the first day of the month 

in which he attains age 65, whichever is later; and 

" (2) an individual shall be deemed entitled to 

monthly insurance benefits under section 202, or to be 
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1 a qualified railroad retirement beneficiary, for the month 

2 in which he died if he would have been entitled to 

3 such benefits, or would have been a qualified railroad 

4 retirement beneficiary, for such month had he died in 

5 the next month. 

6 "(c) For purposes of this section, the term 'qual

7 ified railroad retirement beneficiary' means an individual 

8 whose name has been certified to the Secretary by the 

9 Railroad Retirement Board under section 21 of the Railroad 

10 Retirement Act of 1937. An individual shall cease to be a 

11 qualified railroad retirement beneficiary at the close of the 

12 month preceding the month which is certified by the Rail

13 road Retirement Board as the month in which he ceased to 

1.A meet the requirements of section 21 of the Railroad Retire

15 ment Act of 1937. 

16 " (d) For entitlement to hospital insurance benefits in 

17 the case of certain uninsured individuals, see section 103 

18 of the Social Security Amendments of 1965." 

19 HOSPITAL INSURANCE BENEFITS AND SUPPLEMENTARY 

20 HEALTHE INSURANCE BENEFITS 

21 SE~C. 102. (a) The Social Security Act is amended by 

22 adding after title XVII the following new title: 
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"TITLE XVIIIJ-HEALTII INSURANCE FOR THE


AGED 

"PROHIBITION AGAINST ANY FEDERAL INTERFERENCE 

"SE~C. 1801. Nothing in this title shall be construed to 

authorize any Federal officer or employee to exercise any 

supervision or control over the practice of medicine or the 

manner in which medical services are provided, or over the 

selection, tenure, or compensation of any officer or employee 

of any institution, agency, or person providing health serv

ices; or to exercise any supervision or control over the 

administration or operation of any such institution, agency, 

or person. 

"tFREE CHOICE BY PATTENT GIJARANTEED 

"SEC. 1802. Any individual entitled to insurance bene

fits under this title may obtain health services from any in

stitution, agency, or person qualified to participate under this 

title if such institution, a~gency, or person undertakes to pro

vide him such services. 

OPTION TO INDIVIDUALS TO OBTAIN OTHER HEALTH 

INSURANCE PROTECTION 

"SEc. 1803. Nothing contained in this title shall be 

construed to preclude any State from providing, or any in
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.1 dividual from purchasing or otherwise securing, protection 

2 against the cost of any health services. 

3 "cP,6T A-HO0SPITAL INS-uRANCE BENEFITS 

4 FOR THE AoED 

5 "ICDESCRIPTION OF PROGRAM 

6 "SEC. 1811. The insurance program for which entitle

'7 ment is established by section 226 provides basic protection 

8 against the costs of hospital and related post-hospital services 

9 in accordance with this part for individuals who are age 65 

10 or over and are entitled to retirement benefits under title II 

11 of this Act or under the railroad retirement system. 

12 "SCOPE OF BENEFITS 

13 "SE~C. 1812. (a) The benefits provided to an individual 

14 by the insurance program under this part shall consist of en

15 titlement to have payment made on his behalf (subject to the 

16 provisions of this part) for

17 "(1) inpatient hospital services for up to 60 days 

18 during any spell of illness; 

19 "(2) post-hospital extended care services for up to 

20 20 days (or up to 100 days in certain circumstances) 

21 during any spell of illness; 

22 "(3) post-hospital home health services for up to 

23 100 visits (during the one-year period described in sec

24 tion 1861 (n) ) after the beginning of one spell of illness 

25 and before the beginning of the next; and 
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"(4) outpatient hospital diagnostic services. 

"(b) Payment under this part for services furnished an 

individual du-ring a spell of illness may not (subject to 

subsections (c) and (d) ) be made for

" (1) inpatient hospital services furnished to him 

during such spell after such services have been furnished 

to him for 60 days during such spell; or 

" (2) post-hospital extended care services furnished 

to him during such spell after such services have been 

furnished to him for 20 days during such spell. 

" (c) The 20 days provided by subsection (b) (2) shall 

be increased (but by not more than 80 days) by twice the 

number by which the days for which the individual has 

already been furnished inpatient hospital services in the spell 

of illness are less than 60. The individual may terminate the 

application of this subsection with respect to any day (and 

the remaining days in the spell of illness) by an election 

made at such time and in such manner as may be prescribed 

by regulations. If the number of days of post-hospital ex

tended care services in the spell of illness has been increased 

pursuant to this subsection, a corresponding reduction (on 

the basis of one day of inpatient hospital services for each 

two days of post-hospital extended care services in excess of 

20 plus, where the number of such days of post-hospital 

extended care services is an odd number, one day of inpatient 
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1hospital services) shall be made in the number of days allow

2 able under subsection (b) (1) for the same spell of illness. 

3 " (d) If an individual is an inpatient of a tuberculosis 

4 hospital on the first day of the first month for which he is 

5 entitled to benefits under this part, the days on which he 

6 was an inpatient of such a hospital in the 60-day period im

'7 mediately before such first day shall be included in deter

8 mining the 60-day limit under subsection (b) (1). 

9 " (e) Payment under this part may be made for post

10 hospital home health services furnished an individual only 

11 during the one-year period described in section 1861 (n) 

12 following his most recent hospital discharge which meets the 

13 requirements of such section, and only for the first 100 visits 

14 in such period. The number of visits to-be charged for pur

15 poses of the limitation in the preceding sentence, in connec

16 tion with items or services described in section 1861 (in), 

17 shall be determined in accordance with regulations. 

18 "(f ) For purposes of subsections (b) , (c) , (d) ,and (e) , 

19 inpatient hospital services, post-hospital extended care serv

20 ices, and post-hospital home health services shall be taken into 

21 account only if payment is or would be, except for this sec

22 tion or the failure to comply with the request and certification 

23 requirements of or under section 1814 (a), made with 

24 respect to such services under this part. 

25 "t(g) For definition of 'spell of illness', and for defini

26 tions of other terms used in this part, see section 1861. 
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1 "CDED-UCTBLES 

2 "SEC. 1813. (a) (1) Payment for inpatient hospital 

3 services furnished an individual during any spell of illness 

4 shall be reduced by a deduction equal to the inpatient hospital 

5 deductible; except that such deductible shall itself be reduced 

6 by any deduction imposed under paragraph (2) with respect 

'7 to a diagnostic study by the same hospital which began 

8 before but did not end more than 20 days before the first day 

9 of such spell of illness or, if less, the charges imposed with 

10 respect to the individual for the outpatient hospital diagnostic 

11 services provided during such study. 

12 " (2) Payment for outpatient hospital diagnostic servi~ces 

13 furnished an individual during a diagnostic study shall be 

14 reduced by a deduction equal to one-half of the inpatient 

15 hospital deductible which is applicable to spells of illness 

16 beginning in the same calendar year as such diagnostic study. 

17 For purposes of the preceding sentence and paragraph (1), 

18 a diagnostic study for any individual consists of the out

19 patient hospital diagnostic services provided by (or under 

20 arrangements made by) the same hospital during the 20-day 

21 period beginning on the first day (not included in a previous 

22 diagnostic study) on which he is entitled to hospital insur

23 ance benaefits under section 226 and on which outpatient 

24 hospital diagnostic services are furnished him. 

25 " (3) Payment to any provider of services under this 
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1 part for services furnished an individual during any spell of 

2 illness shall be further reduced by an amount equal to the 

3 cost of the first three pints of whole blood furnished to him as 

4 part of such services du-ring such spell of illness. 

5 "(b) (1) The inpatient hospital deductible which shall 

6 be applicable for the purposes of subsection (a) shall be $40 

7 in the case of any spell of illness or diagnostic study begin

8 ning before 1969. 

9 " (2) The Secretary shall, between July 1 and October 

10 1-of 1968, and of each year thereafter, determine and promul

11 gate the inpatient hospital deductible which shall be appli

12 cable for the purposes of subsection (a) in the case of any 

1L3 spell of illness or diagnostic study beginning during the suc

14 ceeding calendar year. Such inpatient hospital deductible 

15 shall be equal to $40 multiplied by the ratio of (A) the cur

~16 rent average per diem rate for inpatient hospital services for 

17 the calendar year preceding the promulgation, to (B) the 

18 current average per diem rate for such services for 1966. 

19 Any amount determined under the preceding sentence which 

20 is not a multiple of $5 shall be rounded to the nearest multiple 

-21 of $5 (or, if it is midway between two multiples of $5, to the 

22 next higher multiple of $5). The current average per diem 

23 rate for any year shall be determined by the Secretary on the 

24 basis of the best information available to him (at the time the 

25 determiination is made) as to the amounts paid under this part 
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on account of inpatient hospital services furnished during such 

year, by hospitals which have agreements in effect under 

section 1866, to individuals who are entitled to hospital in

surance benefits under section 226, plus the amount which 

would have been so paid but for subsection (a) (1) of this 

section. 

"CCONDITIONS OF AND LIMITATIONS ON PAYMENT FOR 

SERVICES 

"Requirement of Requests and Certifications 

"SEC. 1814. (a) Except as provided in subsection (d), 

payment for services furnished an individual may be made 

only to providers of services which are eligible therefor under 

section 1866 and only if

" (1) written request, signed by such individual 

except in cases in which the Secretary finds it impracti

cable for the individual to do so, is ifiled for such payment 

in such form, in such manner, within such time, and by 

such person or persons as the Secretary may by regula

tion prescribe; 

" (2) a physician certifies (and recertifies, where 

such services are furnished over a period of time, in such 

cases, with such frequency, and accompanied by such 

supporting material, appropriate to the case involved, 

as may be provided by regulations, except that the first 

of such recertifications shall be required in each case of 
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inpatient hospital services not later than the 20th day of 

such period) that

" (A) in the case of inpatient hospital services 

(other than inpatient tuberculosis hospital services), 

such services are or were required to be given on 

an inpatient basis for such individual's medical treat

ment, or that inpatient diagnostic study is or was 

medically required and such services are or were 

necessary for such purpose; 

" (B) in the case of inpatient tuberculosis hos

pital services, such services are or were required to 

be given on an inpatient basis, by or under the 

supervision of a physician, for the treatment of an 

individual for tuberculosis; and such treatment can 

or could reasonably be expected to (i) improve the 

condition for which such treatment is or was neces

sary or (ii) render the condition noncommunicable; 

" (C) in the case of post-hospital extended care 

services, such services are or were required to be 

given on an inpatient basis because the individual 

needs or needed skilled nursing care on a con-

tinning basis for any of the conditions with respect 

to which he was receiving inpatient hospital services 

(or services which would constitute inpatient hos

pital services if the institution met the requirements 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

17 

of paragraphs (6) and (8) of section 1861 (e)) 

prior to transfer to the extended care facility 

or for a condition requiring such extended care serv

ices which arose after such transfer and while he was 

still in the facility for treatment of the condition or 

conditions for which he was receiving such inpatient 

hospital services; 

" (D) in the case of post-hospital home health 

services, such services are or were required because 

the individual is or was confined to his home (ex

cept when receiving items and services referred to 

in section 1861 (in) (7) ) and needed skilled nursing 

care on an intermittent basis, or physical or speech 

therapy, for any of the conditions with respect to 

which he was receiving inpatient hospital services 

(or services which would constitute inpatient hos

pital services if the institution met the requirements 

of paragraphs (6) and (8) of section 1861 (e) ) 

or post-hospital extended care serv~ices; a plan for 

furnishing such services to such individual has been 

established and is periodically reviewed by a physi

cian; and such services are or were furnished while 

the individual was under the care of a physician; or 

" (E) in the case of outpatient hospital diag-

J.36-001-2 
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1 nostic services, such services are or were required 

2 for diagnostic study; 

3 " (3) in the case of inpatient tuberculosis hospital 

4 services, the services are those which the records of the 

5 hospital indicate were furnished to the individual during 

6 periods when he was receiving treatment which could 

7 reasonably be expected to (A) improve his condition or 

8 (B) render it noncommunicable; 

9 " (4) with respect to inpatient hospital services fur

10 nished such individual after the 20th day of a continuous 

11 period of such services and with respect to post-hospital 

12 extended care services furnished after such day of a 

13 continuous period of such service's as may be prescribed 

14 in or pursuant to regulations, there was not in effect, at 

15 the time of admission of such individual to the hospital or 

16 extended care facility, as- the ca-se may be, a decision 

17 under section 1866 (d) (based on a finding that utiliza

18 tion review of long-stay cases is not being made in such 

19 hospital or facility) ; and 

20, (5) whth respect to inpatient Ihospital servcso 

21 post-hospital extended care services furnished such in

22 dividual during a continuous period, a finding has not 

23 been made (by the physician members of the committee 

24 or group, as described in section 1861 (k) (4) ) pursuant 

25 to the system of utilization review that further inpatient 
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1 hospital services or further post-hospital extended care 

2 services, as the case may be, are not medically necessary; 

3 except that, if such a finding has been made, payment 

4 may be made for such services furnished before the 4th 

5 day after the day on which the hospital or extended care 

6 facility, as the case may be, received notice of such 

7 finding. 

8 To the extent provided by regulations, the certification and 

9 recertification requirements of paragraph (2) shall be 

10 deemed satisfied where, at a later date, a physician makes 

11 certification of the kind provided in subparagraph (A), 

.12 (B), (C), (D), or (E) of paragraph (2) (whichever 

13 would have applied) , but only where such certification is 

14 accompanied by such medical and other evidence as may be 

15 required by such regulations. 

16 "Reasonable Cost of Services 

17 "4(b) The amount paid to any provider of services with 

18 respect to services for which payme'nt may be made under 

19 this part shall be the reasonable cost of such services, as 

20 determined under section 1861 (v). 

21 "No Payments to Federal Providers of Services 

22 "(c) No payment may be made under this part (except 

23 under subsection (d) ) to any Federal provider of services, 

24 except a provider of services which the Secretary determines 

25 is providing services to the public generally as a commnunity 
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1 institution or agency; and no such payment may be made 

2 to any provider of services for any item or service which 

3 such provider is obligated by a law of, or a contract with, 

4 the United States to render at public expense. 

5 "Payments for Emergency Hospital Services 

6 "(d) Payments shall also be made to any hospital for 

7 inpatient hospital services or outpatient hospital diagnostic 

8 services furnished, by the hospital or under arrangements 

9 (as defined in section 1861 (w) ) with it, to an individual 

10 entitled to hospital insurance benefits under section 226 even 

-11 though such hospital does not have an agreement in effect 

12 under this title if (A) such services were emergency serv

13 ices and (B) the Secretary would be required to make such 

14 payment if the hospital had such an agreement in effect and 

15 otherwise met the conditions of payment hereunder. Such 

16 payments shall be made only in the amounts provided 

17 under subsection (b) and then only if such hospital agrees 

18 to comply, with respect to the emergency services provided, 

19 with the provisions of section 1866 (a). 

20 "Payment for lwnntient Hospital! Senrvices- Pnior toINoI~ti-fica.. 

21 tion of Noneligibility 

22 "(e) Notwithstanding that an individual is not entitled 

23 to have payment made under this part for inpatient hospital 

24 services furnished by any hospital, payment shall be made to 

25 such hospital (unless it elects not to receive such payment 
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1or, if payment has already been made by or on behalf of such 

2 individual, fails to refuand such payment within the time 

3 specified by the Secretary) for such services which axe 

4 furnished to the individual prior to notification to such 

5 hospital from the Secretary of his lack of entitlement, if 

6 such payments are precluded only by reason of section 

7 1812 and if such hospital complies with the requirements 

8 of and regulations under this title with respect to such 

9 payments, has acted in good faith and without knowledge of 

1-0 such lack of entitlement, and has acted reasonably in assum

11 ing entitlement existed. Payment under the preceding 

12 sentence may not be made for services furnished an indi

13 vidual pursuant to any admission after the 6th elapsed 

14 day (not including as an elapsed day Saturday, Sunday, or a 

1-5 legal holiday) after the day on which such admission oc

16 curred. 

17 "cPAYMENT TO PROVIDERS OF SERVICES 

18 "9SEC. 1815. The Secretary shall periodically determine 

19 the amount which should be paid under this part to -each pro

20 vider of services with respect to the services furnished by 

21 it, and the provider of services shall be paid, at such timle 

22 or times as the Secretary believes appropriate (but not less 

23 often than monthly) and prior to audit or settlement by the 

24 General Accounting Office, from the Federal Hospital Insur

25 ance Trust Fund, the amounts so determined, with necessary 
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adjustments on account of previously ma-de overpayments or 

underpayments; except that no such payments shall be made 

to any provider unless it has furnished such information as 

the Secretary may request in order to determine the amounts 

due such provider under this part for the period with respect 

to which the amounts are being paid or any prior period. 

"USE OF PUBLIC AGENCIES OR PRIVATE ORGANIZATIONS 

TO FACILITATE PAYMENT TO PROVIDERS OF SERVICES 

"SEC. 1816. (a) If any group or association of pro

viders of services wishes to have payments under this part to 

such providers made through a national, State, or other public 

or private agency or organization and nominates such agency 

or organization for this purpose, the Secretary is authorized to 

enter into an agreement with such agency or organization pro

viding for the determination by such agency or organization 

(subject to such review by the Secretary as may be pro

vided for by the agreement) of the amount of the payments 

required pursuant to this part to be made to such providers, 

and for the makiing of such payments by such agency or 

organization to such providers. Such agreement may also 

include provision fo'r the agency or organization to do all or 

any part of the following: (1) to provide consultative serv

ices to institutions or agencies to enable them to establish 

and maintain fiscal records necessary for purposes of this 

part and otherwise to qualify as hospitals, extended care fa
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1 Cillties, or home health agencies, and (2) with respect to the 

2 providers of services which are to receive payments through 

3 it (A) to serve as a center for, and communicate to pro

4 viders, any information or instructions fuamished to it by the 

-5 Secretary, and serve as a channel of communication from 

6 providers to the Secretary; (B) to make such audits of the 

7 records of providers as may be necessary to insure that 

8 proper payments are made under this part; and (C) to 

9 perform such other functions as are necessary to carry out 

10O this subsection. 

11 " (b) The Secretary shall not enter into an agreement 

12 with any agency or organization under this section unless 

13 he finds (1) that to do so is consistent with the effective 

14 and efficient administration of this part, (2) that such 

15 agency or organization is willing and able to assist the 

16 providers to which payments are made through it under 

17 this part in the application of safeguards against unnecessary 

18 utilization of services furnished by them to individuals en

19 titled to hospital insurance benefits under section 226, and 

20 the agreement provides for such assistance, and (3) such 

21 agency or organization agrees to furnish to the Secretary 

22 such of the information acquired by it in carrying out its 

23 agreement under this section as the Secretary may find 

24 necessary in performing his functions under this part. 

25 "(c) An agreement with any agency or organization 
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1 under this section may contain such terms and conditions as 

2 the Secretary finds necessary or appropriate, may provide 

3 for advances of funds to the agency or organization for the 

4 making of payments by it under subsection (a), and shall 

5 provide for payment of so much of the cost of administration 

6 of the agency or organization as is determined by the Secre

7 tary to be necessary and proper for carrying out the functions 

8 covered by the agreement. 

9 " (d) If the nomination of an agency or organization as 

10 provided in this section is made by a group or association of 

11 providers of services, it shall not be binding on members of 

12 the group or association which notify the.Secretary of their 

13 election to that eflect. Any provider may, upon such notice 

14 as may be specified in the agreement under this section with 

15 an agency or organization, withdraw its nomination to re

16 ceive payments through such agency or organization. Any 

17 provider which has withdrawn its nomination, and any pro

18 vider which has not made a nomination, may elect to receive 

19 payments from any agency or organization which has en

.20 tered into an agreement with the Secretary under this sec

21 tion if the Secretary and such agency or organization agree 

22 to it. 

23 "(e) An agreement with the Secretary under this sec,

24 tion may be terminated

25 "(1) by the agency or organization which entered 
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into such agreement at such time and upon such notice 

to the Secretary, to the public, and to the providers as 

may be provided in regulations, or 

" (2) by the Secretary at such time and upon such 

notice to, the agency or organization, to the providers 

which have nominated it for purposes of this section, 

and to the public, as may be provided in regulations, 

but only if he finds, after reasonable notice and op

portunity for hearing to the agency or organization, 

that (A) the agency or organization has failed sub

stantially to carry out the agreement, or (B) the con

tinuation of some or all of the functions provided for in 

the agreement with the agency or organization is dis

advantageous or is inconsistent with the efficient ad

ministration of this part. 

"(f) An agreement with an agency or organization un

der this section may require any of its officers or employees 

certifying payments or disbursing funds pursuant to the agree

ment, or otherwise participating in carrying out the agree

ment, to give surety bond to the United States in such 

amount as the Secretary may deem appropriate. 

" (g) (1) No individual designated pursuant to an agree

ment under this section as a certifying officer shall, in the 

absence of gross negligence or intent to defraud the United 
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-1 States., be liable with respect to any payments certified lby 

2 him under this section. 

3 "(2) No disbursing officer shall, in the absence of gross 

4 negligence or intent to defraud the United States, be liable 

5 with respect to any payment by him under this section if it 

6 was based upon a voucher signed by a certifying officer des

7 ignated as provided in paragraph (1) of this subsection. 

8 "tFEDERAL HOSPITAL INSURANCE TRUST FUND 

9 "SE~C. 1817. (a) There is hereby created on the 

-10 books of the Treasury of the United States a trust fund to be 

II known as the 'Federal Hospital Insurance Trust Fund' 

12 (hereinafter in this section referred to as the 'Trust Fund') . 

13 The Trust Fund shall consist of such amounts as may be 

14 deposited in, or appropriated to, such fund as provided in this 

15 part. There are hereby appropriated to the Trust Fund for 

16 the fiscal year ending June. 30, 1966, and for each fiscal 

17 year thereafter, out of any moneys in the Treasury not other

18 wise appropriated, amounts equivalent to 100 per centumn 

19 of

20 "(1) the taxes imposed by seetions 31 01 lbiI nd 

21 3111 (b) of the Internal Revenue Code of 1954 with 

22 respect to wages reported to the Secretary of the Treas

23 ury or his delegate pursuant to subtitle F of such Code 

24 after December 3 1, 1965, as determined by the Secretary 

25 of the Treasury by applying the applicable rates of tax 
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under such sections to such wages, which wages shall be 

certified by the Secretary of Health, Education, and 

Welfare on the basis of records of wages established and 

maintained by the Secretary of Health, Education, and 

Welfaxe in accordance with such reports; and 

" (2) the taxes imposed by section 1401 (b) of the 

Internal Revenue Code of 1954 with respect to self-em

ployment income reported to the Secretary of the Treas

ury or his delegate on tax returns under subtitle F of 

such Code, as determined by the Secretary of the Treas

ury by applying the applicable rate of tax under such sec

tion to such self-employment income, which self-employ

ment income shall be certified by the Secretary of Health, 

Education, and Welfare on the basis of records of self-

employment established and maintained by the Secre

tary of Health, Education, and Welfare in accordance 

with such returns. 

The amounts appropriated by the preceding sentence shall 

be transferred from time to time from the general fund in 

the Treasury to the Trust Fund, such amounts to be deter

mined on the basis of estimates by the Secretary of the 

Treasury of the taxes, specified in the preceding sentence, 

paid to or deposited into the Treasury; and proper adjust

ments shall be made in amounts subsequently transferred to 
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1 the extent prior estimates were in excess of or were less than 

2 the taxes specified in such sentence. 

3 " (b) With respect to the Trust Fund, there is hereby 

4 created a body to be known as the Board of Trustees of the 

5 Trust Fund (hereinafter in this section referred to as the 

6 'iBoard of Trustees') composed of the Secretary of the 

7 Treasury, the Secretary of Labor, and the* Secretary. of 

8 Health, Education, and Welfare, all ex officio. The Secre

9 tary of the Treasury shall be the Managing Trustee of the 

10 Board of Trustees (hereinafter in this section referred to as 

11 the 'Managing Trustee'). The Commissioner of Social 

12 Security shall serve as the Secretary of the Board of Trust

13 ees. The Board of Trustees shall meet not less frequently

14 than once each year. It shall be the duty of the Board of 

15 Trustees to

:16 "(1) Hold the Trust Fund; 

:17 "(2) Report to the Congress not later than the first 

18 day of March of each year on the operation and status 

19 of the Trust Fund during the preceding fiscal year and 

20 on its expected operation and status during the current 

21 fiscal year and the next 2 fiscal years; 

22 " (3) Report immediately to the Congress whenever 

23 the Board is of the opinion that the amount of the Trust 

24 Fund is unduly small; and 

25 " (4) Review the general policies followed in man
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aging the Trust Fund, and recommend changes in su~ch 

policies, including necessary changes in the provisions 

of law which govern the way in which the Trust Fund 

is to be managed. 

The report provided for in paragraph (2) shall include a 

statement of the assets of, and the disbursements made from, 

the Trust Fund du-ring the preceding fiscal year, an estimate 

of the expected income to, and disbursements to be made 

from, the Trust Fund during the current fiscal year and 

each of the next 2 fiscal years, and a statement of the actuarial 

status of the Trust Fund. Such report shall be printed as a 

House document of the session of the Congress to which the 

report is made. 

" (c) It shall be the duty of the Managing Trustee to 

invest such portion of the Trust Fund as is not, in his judg

ment, required to meet current withdrawals. Such invest

ments may be made only in interest-bearing obligations of the 

United States or in obligations guaranteed as to both princi

pal and interest by the United States. For such purpose 

such obligations may be acquired (1) on original issue at 

the issue price, or (2) by purchase of outstanding obliga

tions at the market price. The purposes for which obliga

tions of the United States may be issued under the Second 

Liberty Bond Act, as amended, are hereby extended to 

authorize the issuance at pax of public-debt obligations for 
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purchase by the Trust Fund. Such obligations issued for 

purchase by the Trust Fund shall have maturities fixed with 

due regard for the needs of the Trust Fund and shall bear 

interest at a rate equal to the average market yield (corn

puted by the Managing Trustee on the basis of market quota

tions as of the end of the calendar month next preceding the 

date of such issue) on all marketable interest-bearing obli

gations of the United States then forming a part of the 

public debt which are naot'due or callable until after the ex

piration of 4 years from the end of such calendar month; 

except that where such average market yield is not a 

multiple of one-eighth of 1 per centum, the rate of interest on 

such obligations shall be the multiple of one-eighth of 1 

per centum nearest such market yield. The Managing 

Trustee may purchase other interest-bearing obligations of the, 

United States or obligations guaranteed as to both principal 

and interest by the United States, on original issue or at the 

market price, only where he determines that the purchase 

of such other obligations is in the public interest. 

"(d) Any obligations acquired by the Trust Fund (ex

cept public-debt obligations issued exclusively to the Trust 

Fund) may be sold by the Managing Trustee at the market 

price, and such public-debt obligations may be redeemed at 

par plus accrued interest. 
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"(e) The interest on, and the proceeds from the sale or 

redemption of, any obligations held in the Trust Fund shall 

be credited to and form a part of the Trust Fund. 

" (f) (1) The Managing Trustee is directed to pay from 

time to time from the Trust Fund into the Treasury the 

amount estimated by him as taxes imposed under section 

3101 (b) which are subject to refund under section 6413 (c) 

of the Internal Revenue Code of 1954 with respect to wages 

paid after December 31, 1965. Such taxes shall be deter

mined on the basis of the records of wages established and 

maintained by the Secretary of Health, Education, and Wel

fare in accordance with the wages reported to the Secretary 

of the Treasury or his delegate pursuant to subtitle F of 

the Internal Revenue Code of 1954, and the Secretary 

shall furnish the Managing Trustee such information as may 

be required by the Trustee for such purpose. The payments 

by the Managing Trustee shall be covered into the Treasury 

as repayments to the account for refunding internal revenue 

collections. 

" (2) Repayments made under paragraph (1) shall 

not be available for expenditures but shall be carried to 

the surplus fund of the Treasury. If it subsequently appears 
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_1 that the estimates under such paragraph in any particular 

2 period were too high or too low, appropriate adjustments 

3 shall be made by the Managing Trustee in future payments. 

4 " (g) There shall be transferred periodically (but not 

5 less often than once each fiscal year) to the Trust Fund from 

6 the Federal Old-Age and Survivors Insurance Trust Fund 

7 and from the Federal Disability Insurance Trust Fund 

8 amounts equivalent to the amounts not previously so trans

9 ferred which the Secretary of Health, Education, and 

10 Welfare shall have certified as overpayments (other than 

11 amounts so certified to the Railroad Retirement Board) pur

:12 suant to section 1870 (b) of this Act. There shall be trans

13 ferred periodically (but not less often than once each fiscal 

14 year) to the Trust Fund from the Railroad Retirement Ac

15 count amounts equivalent to the amounts not previously so 

16 transferred which the Secretary of Health, Education, and 

17 Welfare shall have certified as overpayments to the Railroad 

18 Retirement Board pursuant to section 1870 (b) of this Act. 

19 " (h) The Managing Trustee shall also pay from time to 

20 time from the Trust Fund such amounts as the Secretary of 

21 Health, Education, and Welfare certifies are necessary to 

22 make the payments provided for by this part, and the pay~

23 ments with respect to administrative expenses in accordance 

24 with section 201 (g) (1). 
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"PART B--SUPPLEMENTARY HEALTH INSURANCE BENE


FITS FOR THm AGED 

"ESTABLISHMENT OF SUPPLEMENTARY HEALTH 

INSURANCE PROGRAM FOP.THE AGED 

"SEc. 1831. There is hereby established a voluntary 

insurance program to provide health insurance benefits in 

accordance with the provisions of this part for individuals 65 

years of age or over who elect to enroll under such program, 

to be financed from premium payments by enrollees together 

with contributions from funds appropriated by the Federal 

Government. 

"tSCOPE OF BENTEFITS 

"SEC. 1832. (a) The benefits provided to an individual 

by the insurance program established by this part shall con

sist of

"(1) entitlement to have payment made to him or 

on his behalf (subject to the provisions of this part) 

for

" (A) physicians' services; and 

" (B) medical and other health services, except 

those described in paragraph (2) (0) ; and 

" (2) entitlement to have payment made on his be

half (subject to the provisions of this part) for-

J. 35-001-3 
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"(A) inpatient psychiatric hospital services for 

up to 60 days during a spell of illness; 

" (B) home health services for up to 100 visits 

during a calendar year; and 

" (0) medical and other health services fur

mished by a provider of services or by others under 

arrangements with them made by a provider of 

services. 

"(b) For definitions of 'spell of illness', 'medical and 

other health services', and other terms used in this part, see 

section 1861. 

"CPAYMENT OF BENEFITS 

"SEc. 1833. (a) Subject to the succeeding provisions 

of this section, there shall be paid from the Federal Supple

mentary Health Insurance Benefits Trust Fund, in the 

case of each individual who is covered under the insurance 

program established by this part and incurs expenses for 

services with respect to which benefits are payable under 

this part, amounts equal to
"(11~in the cas of serui~ces dsriteA m evo 

1832 (a) (1) -80 percent of the reasonable charges 

for the services; and 

"(2) in the case of services described in section 

1832 (a) (2) -80 percent of the reasonable cost of the 

services (as determined under section 1861 (v)) 
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1 "(b) Before applying subsection (a) with respect to 

2 expenses incurred by an individual during any calendar year, 

3 the total amount of the expenses incurred by such individual 

4 during such year (which would, except for this subsection, 

5 constitute incurred iexpenses from which benefits payable 

6 under subsection (a) are determinable) shall be reduced by 

'7 a deductible of $50; except that the amount of the deductible 

8 for such calendax year as so determined shall first be reduced 

9 by the amount of any expenses incurred by such individual 

10 in the last three months of the preceding calendar year and 

11 applied toward such individual's deductible under this sec

:12 tion for such preceding year. 

13 " (c) Notwithstanding any other provision of this part, 

14 with respect to expenses incurred in any calendar year in 

15 connection with the treatment of mental, psychoneurotic, 

16 and personality disorders of an individual who is not an 

17 inpatient of a hospital at the time such expenses are incurred, 

18 there shall be considered as incurred expenses for purposes 

19 of subsections (a) and (b) only whichever of the following 

20 a-mounts is the smaller: 

21 " (1) $312.50, or 

22 " (2) 621i percent of such expenses. 

23 "(d) Notwithstanding any other provision of this part, 

24 expenses for whole blood furnished to an individual in a 

25 hospital shall be considered incurred expenses for purposes 
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of subsections (a) and (b) only if he has already been fur

nished in the same spell of illness 3 pints of whole blood for 

which (except for this subsection or section 1813 (a) (3)) 

payment would be made under this title. 

" (e) No payment may be made under this part with 

respect to any services furnished an individual to the extent 

that such individual is entitled (or would be entitled except 

for section 1813) to have payment made with respect to such 

services under part A. 

" (f) No payment shall be made to any provider, of serv

ices or other person under this part unless there has been 

furnished such information a~s may be necessary in order to 

determine the amounts due such provider or other person 

under this part for the period with respect to which the 

amounts are being paid or for any prior period. 

"DURATION OF SERVICES 

"SEc. 1834. (a) (1) Payment under this part for mn

patient psychiatric hospital services furnished an individual 

during a spell of illness may not be made after such services 

have been fuirise to him- for 60 days du~ri.ng such -0y e i; 

and no payment under this part for inpatient psychiatric 

hospital services furnished an individual may be made after 

such services have been furnished to him for a total of 180 

days during his lifetime. 

"(2) If an individual is an inpatient in a psychiatric 

hospital on the first day on which he is entitled to benefits 
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under this part, the days in the 60-day period immediately 

before such first day on which he was an inpatient in such 

a hospital shall be included in determining the 60-day limit 

under paragraph (1) but not in determining the 180-day 

limit under such paragraph. 

" (b) Payment under this part may not be made for 

home health services furnished an individual during any 

calendar year after such services have been furnished to him 

during such year for 100 visits. The number of visits to 

be charged for purposes of the limitation in the preceding. 

sentence, in connection with items and services described in 

section 1861 (in), shall be determined in accordance with 

regulations. 

"(c) For purposes of subsections (a) (1) and (b) , 

inpatient psychiatric hospital services and home health serv

ices shall be taken into account only if payment under this 

part is or would be, except for this section or the failure to 

comply with the request and certification requirements of or 

under section 1835 (a), made with respect to such services. 

"PROCEDURE FOR PAYMENT OF CLAIMS OF PROVIDERS OF 

SERVICE~S 

"SEC. 1835. (a) Payment for services described in sec

tion 1832 (a) (2) furnished an individual may be made only 

to providers of services which are eligible therefor under 

section 1866 (a), and only if
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1 "(1) written request, signed by such individual 

2 except in cases in which the Secretary finds it impracti

3 cable for the individual to do so, is filed for such payment 

4 in such form, in such manner, within such time, and by 

5 such person or persons as the Secretary may by regula

6 tions prescribe; 

7 " (2) a physician certifies (and recertifies, where 

8 such services are furnished over a period of time, in such 

9 cases, with such frequency, and accompanied by such 

10 supporting -material, appropriate to the case involved, 

11 as may be provided by regulations, except that the 

12 first of such recertifications shall be required in each case 

13 of inpatient psychiatric hospital services not later than 

14 the 20th day of such period) that-

15 " (A) in the case of inpatient psychiatric hos

16 pital services, such services are or were required 

17 to be given on an inpatient basis, by or under the, 

18 supervision of a physician, for the psychiatric treat

19 ment of an individual; and (i) such treatment can 

20 or could reasonably be expected to improve the 

21 condition for which such treatment is or was neces

22 sary or (ii) inpatient diagnostic study is or was 

23 medically required and such services are or were 

24 necessary for such purposes; 

25 " (B) in the case of home health services (i) 
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1 such services are or were required because the indi

2 vidual is or was confined to his home (except when 

3 receiving items and services referred to in section 

4 1861 (in) (7) ) and needed skilled nursing care on 

5 an intermittent basis, or because he needed physical 

6 or speech therapy, (ii) a plan for furnishing such 

7 services to such individual hqs been established and is 

8 periodically reviewed by a physician, and (iii) such 

9 services are or were furnished while the individual 

10 is or was under the care of a physician; and 

11 " (C) in the case of medical and other health 

12 services, such services are or were medically 

13 required; 

14 " (3) in the case of inpatient psychiatric hospital 

15 services, the services a-re those which the records of the 

:16 hospital indicate were furnished to the individual during 

17 periods when he was receiving (A) intensive treatment 

18 services, (B) admission and related services necessary 

19 for a diagnostic study, or (C) equivalent services; 

20 " (4) with respect to inpatient psychiatric hospital 

21 services furnished to the individual after the 20th day 

22 of a continuous period of such services, there was not in 

23 effect, at the time of admission of such individual to the 

24 hospital, a decision under section 1866 (d) (based on a 
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1 finding that utilization review of long-stay cases is not 

2 being made in such hospital) ; and 

3 " (5) with respect to inpatient psychiatric hospital 

4 services furnished to the, individual during a continuous 

5 period, a finding has not been made (by the physician 

6 members of the committee or group, as described in 

7 section 1861 (k) (4) ) pursuant to the system of utiliza

8 tion review that further inpatient psychiatric hospital 

9 services are not medically necessary; except that, if 

10 such a finding has been made, payment may be made 

1.1 with respect to such services furnished. before the 4th 

12 day after the day on which the hospital received notice 

13 of such finding. 

14 To the extent provided by regulations, the certification and 

15 recertification requirements of paragraph (2) shall be 

16 deemed satisfied where, at a later date, a physician makes a 

17 certification of the kind provided in subparagraph (A), 

18 (B), or (C) of paragraph (2) (whichever would have 

19 applied), but only where such certification is accom

20 panied by such medical and other evidence as may be 

21 required by such regulations. 

22 " (b) No payment may be made under this part to 

23 any Federal provider of services or other Federal agency, 

24 except a provider of services which the Secretary determines 

25 is providing services to the public generally as a community 
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1 institution or agency; and no such payment may be made to 

2 any provider of services or other person for any item or 

3 service which such provider or person is obligated by a law 

4 of, or a contract with, the United States to render at public 

5 expense. 

6 " (c) Notwithstanding that an individual is not entitled 

'7 to have payment made under this part for inpatient psychi

8 atric hospital services furnished by any psychiatric hospital, 

9 payment shall be made to such hospital (unless it elects not 

10 to receive such payment or, if payment has already been 

11 made by or on behalf of such individual, falls to refund 

12 such payment within the time specified by the Secretary) 

13 for such services which are furnished to the individual prior 

14 to notification to such hospital from the Secretary of his 

15 lack of entitlement, if such payments are precluded only 

16 by reason of section 1834 and if such hospital complies 

17 with the requirements of and regulations under this title 

18 with respect to such payments, has acted in good faith 

19 and without knowledge of such lack of entitlement, and has 

20 acted reasonably in assuming entitlement existed. Payment 

21 under the preceding sentence may not be made for services 

22 furnished an individual pursuant to any admission after the 

23 6th elapsed day (not including as an elapsed day Saturday, 

24 Sunday, or a legal holiday) after the day on which such 

25 admission occurred. 
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I "ELIGIBLE INDIVIDUALS


2 "SEC. 1836. Every individual who

3 "(1) has attained the age of 65, and 

4 "(2) is a resident of the United States, and is either 

5 a citizen or an alien lawfully admitted for permanent 

6 residence, 

7 is eligible to enroll in the insurance program established 

8 by this part. 

9 "ENROLLMENT PERIODS 

10 "SEu. 1837. (a) An individual may enroll in the in

11surance program established by this part only in such man

12 ner and form as may be prescribed by regulations, and onlv 

13 during an enrollment period prescribed in or under this 

14 section. 

15 " (b) (1) No individual may enroll for the first time 

16 under this part more than 3 years after the close of the first 

17 enrollment period during which he could have enrolled under 

18 this part. 

19 " (2) An individual whose enrollment under this part 

20 'Ibns terminated may not enroll f-or the second time under th-is 

21 part unless he does so in a general enrollment period (as 

22 provided in subsection (e) ) which begins within 3 years 

23 alter the effective date of such termination. No individual 

24 may enroll under this part more than twice. 

25 "(c) In the case of individuals who first satisfy para
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graphs (1) and (2) of section 1836 before January 1, 1966, 

the initial general enrollment period shall begin on the first 

day of the second month which begins after the date of enact

ment of this title and shall end on March 31, 1966. 

" (d) In the case of an individual who first satisfies 

paragraphs (1) and (2) of section 1836 on or after Janu

ary 1, 1966, his initial enrollment period shall begin on the 

first day of the third month before the month in which he 

first satisfies such paragraphs and shall end seven months 

later. 

" (e) There shall be a general enrollment period, after 

the period described in subsection (c), during the period 

beginning on October 1 and ending on December 31 of each 

odd-numbered year beginning with 1967. 

"tCOVERAGE PERIOD 

"SEC. 1838. (a) The period during which an individual 

is entitled to benefits under the insurance program established 

by this part (hereinafter referred to as his 'coverage period') 

shall begin on whichever of the following is the latest: 

" (1) July 1, 1966; or 

" (2) the first day of the third month following the 

month in which he enrolls pursuant to subsection (d) 

of section 1837, or the July 1 following the month in 

which he enrolls pursuant to subsection (e) of section 

1837. 
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1 "t(b) An 'individual's coverage period shall continue 

2 until his enrollment has been termiinated

3 " (1) by the filing of notice, during a general en

4 rollment period described in section 1837 (e) , that the 

5 individual no longer wishes to participate in -the insur

6 ance program established by this part, or 

7 " (2) for nonpayment of premiums. 

8 The termination of a coverage period under paragraph (1) 

9 shall take effect at the close of December 31 of the year in 

10 which the notice is filed. The termination of a coverage 

11 period under paragraph (2) shall take effect on a date de

12 termined under regulations, which may be determined so 

13 as to provide a grace period (not in excess of 90 days) in 

14 which overdue premiums may be paid and coverage 

15 continued. 

16 "(c) No payments may be made under this part with 

17 respect to the expenses of an individual unless such expenses 

18 were incurred by such individual during a period which, 

19 with respect to him, is a coverage period. 

20AM OUNTS OF IREM-TJTMS 

21 "Smc. 1839. (a) The monthly premium of each in

22 dividual enrolled under this part for each month before 1968 

23 shall be $3. 

24 "(b) (1) The monthly premium of each individual en
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rolled under this part for each month after 1967 shall be 

the amount determined under paragraph (2). 

" (2) The Secretary shall, between July 1 and Octo

ber 1 of 1967 and of each odd-numbered year thereafter, 

determine and promulgate the dollar amount which shall be 

applicable for premiums for months occurring in either of the 

two succeeding calendar years. Such dollar amount shall be 

such amount as the Secretary estimates to be necessary so 

that the aggregate premiums for such two succeeding calen

dar years will equal one-half of the total of the benefits and 

administrative costs which he estimates will be payaible from 

the Federal Supplementary Health Insurance Benefits Trust 

Fund for such two succeeding calendar years. In estimating 

aggregate benefits payable for any period, the Secretary shall 

include an appropriate amount for a contingency margin. 

" (c) In the case of an individual whose coverage period 

began pursuant to an enrollment after his initial enrollment 

period (determined pursuant to subsection (c) or (d) of 

section 1837), the monthly premium determined under sub

section (b) shall be increased by 10 percent of the monthly 

premium so determined for each full .12 months in which 

he could have been but was not enrolled. For purposes of 

the preceding sentence, there shall be taken into account 

(1) the months which elapsed between the close of his 
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initial enrollment period and the close of the enrollment 

period in which he enrolled, plus (in the case of an individual 

who enrolls for a second time) (2) the months which 

elapsed between the date of the termination of his first 

coverage period and the close of the enrollment period in 

which he enrolled for the second time. 

" (d) If any monthly premium determined under the 

foregoing provisions of this section is not a multiple of 10 

cents, such premium shall be rounded to the nearest multiple 

of 10 cents. 

"iPAYMENT OF PREMIUMS 

"SEC. 1840. (a) (1) In the case of an individual who 

is entitled to monthly benefits under section 202, his monthly 

premiums under this part shall (except as provided in sub

section (d) ) be collected by deducting the amount thereof 

from the amount of such monthly benefits. Such deduction 

shall be made in such manner and at such times as the Sec

retary shall by regulation prescribe. 

"(2) The Secretary of the Treasury shall, from time 

to time, transfer from the Federal Old-Age and Survivors 

-Insurance Trust Fund or the Federal Disability Insurance 

Trust Fund to the Federal Supplementary llealth Insurance 

Benefits Trust Fund the aggregate amount deducted under 

paragraph (1) for the period to which such transfer relates 

from benefits under section 202 which are payable from 
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1 such Trust Fund. Such transfer shall be made on the basis 

2 of a certification by the Secretary of Health, Education, 

3 and Welfare and shall be appropriately adjusted to the 

4 extent that prior transfers were too great or too small. 

5 " (b) (1) In the case of an individual who is entitled 

6 to receive for a month an annuity or pension under the 

7 Railroad Retirement Act of 1937, his monthly premiums 

8 under this part shall (except as provided in subsection (d) ) 

9 be collected by deducting the amount thereof from such an

10 nuity or pension. Such deduction shall be made in such man

11ner and at such times as the Secretary shall by regulations 

12 prescribe. Such regulations shall be prescribed only after 

13 consultation with the Railroad Retirement Board. 

14 " (2) The Secretary of the Treasury shall, from time to 

15 time, transfer from the Railroad Retirement Account to the 

16 Federal Supplementary Health Insurance Benefits Trust 

1-7 Fund the aggregate amount deducted under paragraph (1.) 

18 for the period to which such transfer relates. Such transfers 

19 shall be made on the ba-sis of a certification by the Railroad 

20 Retirement Board and shall be appropriately adjusted to the 

21 extent that prior transfers were too great or too small. 

22 " (c) In the case of an individual who is entitled both 

23 to monthly benefits under section 202 and to an annuity or 

24 pension under the Railroad Retirement Act of 1937 at the 

25 time he enrolls under this part, subsection (a) shall apply 
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:1 so long as he continues to be entitled both to such benefits 

2 and such annuity or pension. In the case of an individual 

3 who becomes entitled both to such benefits and such an 

4 annuity or pension after he enrolls under this part, subsection 

5 (a) shall apply if the first month for which he was entitled 

6 to such benefits was the same as or earlier than the first 

7 month for which he was entitled to such annuity or pension, 

8 and otherwise subsection (b) shall apply. 

9 " (d) If an individual to whom subsection (a) or (b) 

10 applies estimates that the amount which will be available 

-11 for deduction under such subsection for any premium pay

12 ment period will be less than the amount of the monthly 

13 premiums for such period, he may (under regulations) pay 

14 to the Secretary such portion of the monthly premiums for 

15 such period as he desires. 

16 " (e) In the case of an individual who participates in 

17 the insurance program established by this part but with re

18 spect to whom neither subsection (a) nor subsection (b) 

19 applies, the premiums shall be paid to the Secretary at such 

20 times, and in such manner, as the Secretary shall by regula

21 tions prescribe. 

22 " (f) Amounts paid to the Secretary under subsection 

23 (d) or (e) shall be deposited in the Treasury to the credit 

24 of the Federal Supplementary Health Insurance Benefits 

25 Trust Fund. 
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1 "(g) In the case of an individual who participates in 

2 the insurance program established by this part, premiums 

3 shall be payable for the period commencing with the first 

4 month of his coverage period and ending with the month 

5 in which he dies or, if earlier, in which his coverage under 

6 such program terminates. 

7 "FEDERAL SUPPLEMENTARY HEALTH INSURANCE BENE

8 FITS TRUST FUND 

9 "S~c. 1841. (a) There is hereby created on the books of 

10 the Treasury of the United States a trust fund to be known 

11as the 'Federal Supplementary Health Insurance Benefits 

12 Trust Fund' (hereinafter in this section referred to as the 

13 'Trust Fund'). The Trust Fund shall consist of such amounts 

14 as may be deposited in, or appropriated to, such fund as 

15 provided in this part. 

16 " (b) With respect to the Trust Fund, there is hereby 

17 created a body to be known as the Board of Trustees of the 

18 Trust Fund (hereinafter in this section referred to as the 

19 'Board of Trustees') composed of the Secretary of the 

20 Treasury, the Secretary of Labor, and the Secretary of 

21 Health, Education, and Welfare, all ex officio. The Secre

22 tary of the Treasury shall be the Managing Trustee of the 

23 Board of Trustees (hereinafter in this section referred to as 

24 the 'Managing Trustee'). The Commissioner of Social 

J. 35-O01-
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-1 Security shall serve as the Secretary of the Board of Trust

2 ees. The Board of Trustees shall meet not less frequently 

3 than once each year. It shall be the duty of the Board of 

4 Trustees to

5 " (1) Hold the Trust Fund; 

6 " (2) Report to the Congress not later than the first 

7 day of March of each year on the operation and status 

8 of the Trust Fund during the preceding fiscal year and 

9 on its expected operation and status during the current 

10 fiscal year and the next 2 fiscal years; 

11 " (3) Report immediately to the Congress whenever 

:12 the Board is of the opinion that the amount of the Trust 

13 Fund is unduly small; and 

14 " (4) Review the general policies followed in man

115 aging the Trust Fund, and recommend changes in such 

16 policies, including necessary changes in the provisions 

17 of law which govern the way in which the Trust Fund 

18 is to be managed. 

19 The report provided for in paragraph (2) shall include a 

20 R-tate~ment of the asstsof and the disbursements made fromP 

21 the Trust Fund during the preceding fiscal year, an estimate 

22 of the expected income to, and disbursements to be made 

23 from, the Trust Fund during the current fiscal year and each 

24 of the next 2 fiscal years, and a statement of the actuarial 

25 status of the Trust Fund. Such report shall be printed as a 
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House document of the session of the Congress to which the 

report is made. 

" (c) It shall be the duty of the Managing Trustee to 

invest such portion of the Trust Fund as is not, in his judg

ment, required to meet current withdrawals. Such invest

ments may be made only in interest-beaxing obligations of the 

United States or in obligations guaranteed as to both princi

pal and interest by the United States. For such purpose 

such obligations may be acquired (1) on original issue at 

the issue price, or (2) by purchase of outstanding obliga

tions at the maxket price. The purposes for which obliga

tions of the United States may be issued under the Second 

Liberty iBond Act, as amended, are hereby extended to 

authorize the issuance at par of public-debt obligations for 

purchase by the Trust Fund. Such obligations issued for 

purchase by the Trust Fund shall have maturities fixed with 

due regard for the needs of the Trust Fund and shall bear 

interest at a rate equal to the average market yield (coin

puted by the Managing Trustee on the basis of market quota

tions as of the end of the calendar month next preceding the 

date of such issue) on all marketable interest-bearing obli

gations of the United States then formling a part of the 

public debt which are not due or callable until after the ex

piration of 4 years from the end of such calendaxr month; 

25except that where such, average market yield is not a multi
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I pie of one-eighth of 1 per centiun, the rate of interest on 

2 such obligations shall be the multiple of one-eighth of 1 

3 per centuim. nearest such market yield. The Managing 

4 Trustee may purchase other interest-bearing obligations of the 

5 United States or obligations guaranteed as to both principal 

6 and.interest by the 'United States, on original issue or at the 

7 market price, only where, he determines that the purchase 

8 of such other obligations is in the public interest. 

9 "(d) Any obligations acquired by the Trust Fund (ex

10 cept public-debt obligations issued exclusively to the Tr'ust 

11 Fund) may be sold by the Managing Trustee at the market 

12 -price. and such -nublie-debt rabligatiops, mny hp. repAPmedl at 

13 par plus accrued interest. 

14 "(e) The interest on, and the proceeds from the sale 

15 or redemption of., any obligations held in the Trust Fund 

16 shall be credited to and formn a part of the Trust Fund. 

17 "(fl There shall be transferred periodically (but not 

18 less often than once each fiscal year) to the Trust Fund 

19 from the Federal Old-Age and Survivors Insurance Trust 

20FUnd anld from. the Federal Disability Insurance Trust Fund 

21 amounts equivalent to the amounts not previously so trans

22 ferred which the Secretary of Health, Education, and Wel

23 fare shall have certified as overpayments (other than 

24 amounts so certified to the Railroad Retirement Board) pur

25 suant to section 1870 (b) of this Act. There shall be trans
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yeax) to the Trust Fund from the Railroad Retirement 

Account amounts equivalent to the amounts not previously 

so transferred which the Secretary of Health, Education, and 

Welfare shall have certified as overpayments to the Railroad 

Retirement Board pursuant to section 1870 (b) of this Act. 

" (g) The Managing Trustee shall pay from time to 

time from the Trust Fund such amounts as the Secretary of 

Health, Education, and Welfare certifies are necessary to 

make the payments provided for by this part, and the pay

ments with respect to administrative expenses in accordance 

with section 201 (g) (1). 

"USE OF CARRIERS FOR ADMINISTRATION OF BENEFITS 

"SEC. 1842. (a) In order to provide for the admninis

tration of the benefits under this part, the Secretary shall 

to the extent possible enter into contracts with carriers which 

will undertake to perform the following functions or, to the 

extent provided in such. contracts, to secure such performance 

by other organizations: 

" (1) (A) make determinations of the rates and 

amounts of payments required pursuant to this part to 

be made to providers of services and other persons on 

a reasonable cost or reasonable charge basis (as may 

be applicable); 
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1 "(B)' receive, disburse, and account for funds in 

2 makling such payments; and 

3 " (C) make such audits of the records of providers 

4 of services as may be necessary to assure that proper 

5 payments are made under this part; 

6 " (2) (A) determine compliance with the require

7 ments of section 1861 (k) as to utilization review; and 

8 " (B) assist providers of services and other persons 

9 who furnish services for which payment may be made 

10 under this part in the development of procedures relating 

11 to utilization practices, make studies of the effectiveness 

12 of such procedures and methods for their improvement, 

-~assist in the application of safeguards against unneces

14 sary utilization of services furnished by providers of 

15 services and other persons to individuals entitled to bene

16 fits under this part, and provide procedures for and assist 

17 in arranging, where necessary, the establishment of 

18 groups outside hospitals (meeting the requirements of 

19 section 1861 (k) (2) ) to make reviews of utilization; 

20 " (3) serve as a channel of communication of infor

21 mation relating to the administration of this part; and 

22 " (4) otherwise assist, in such manner as the con

23 tract may provide, in discharging administrative duties 

24 necessary to carry out the purposes of this part. 

25 " (b) (1) Contracts with carriers under subsection (a) 



1may be entered into without regard to section 3709 of the 

2 Revised Statutes or any other provision of law requiring 

3 competitive bidding. 

4 "(2) No such contract shall be entered into with any 

5 carrier unless the Secretary finds that such carrier will 

6 perform its obligations under the contract efficiently and 

7 effectively and will meet such requirements as to financial 

8 responsibility, legal authority, and other matters as he finds 

9 pertinent. 

10 "(3) Each such contract shall provide that the carrier

11 "c(A) will take such action as may be necessary to 

12 assure that, where payment under this part for a service 

13 is on a cost basis, the cost is reasonable cost (as deter

14 mined under section 1861 (v) ) 

15 " (B) will take such action as may be necessary to 

16 assure that, where payment under this part for a service 

17 is on a charge basis, (i) such charge will be reasonable 

18 and not higher than the charge applicable, for a com

19 parable service and under comparable circumstances, to 

20 the policyholders and subscribers of the carrier, and 

21 (ii) such payment will be made on the basis of a re

22 ceipted bill, or on the basis of an assignment under the 

23 terms of which. the, reasonable charge is the full charge 

24 for the service; 

25 " (C) will establish and maintain procedures pur
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1 suant to which an individual enrolled under this part 

2 will be granted an opportunity for a fair hearing by the 

3 carrier when requests for payment under this part with 

4 respect to services furnished himi are denied or are not 

5 acted upon with reasonable promptness or when the 

6 amount of such payment is in controversy; 

7 " (D) will furnish to the Secretary such timely 

8 information and reports as he may find necessary in 

9 performing his functions under this part; and 

10 " (E) will maintain such records and afford such 

11 access thereto as the Secretary finds necessary to assure 

12 the correctness and verification of the information and 

i5 reports under subparagraph (D) and otherwise to carry 

14 out the purposes of this part; 

:m and shall contain such other terms and conditions not incon

16 sistent with this section as the Secretary may find necessary 

17 or appropriate. 

18 " (4) Each contract under this section shall be for a 

19 term of at least one year, and may be made automatically 

20 renewable from term to term in the absence of notice by 

21 either party of intention to terminate at the end of the cur

22 rent term; except that the Secretary may terminate a~ny 

23 such contract at any time (after such reasonable notice and 

24 opportunity for hearing to the carrier involved as he may 

25 provide in regulations) if he finds that the carrier has failed 

26 substantially to carry out the contract or is carrying out the 
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contract in a manner inconsistent with. the efficient and 

effective administration of the insurance program established 

by this part. 

" (c) Any contract entered into with a carrier under 

this section shall provide for advances of funds to the carrier 

for the making of payments by it under this part, and shall 

provide for payment of the cost of administration of the 

carrier, as determined by the Secretary to be necessary and 

proper for carrying out the functions covered by the contract. 

" (d) Any contract with a carrier under this section may 

require such carrier or any of its officers or employees certify

ing payments or disbursing funds pursuant to the contract, 

or otherwise participating in carrying out the contract, to 

give surety bond to the United States in such amount as the 

Secretary may deem appropriate. 

" (e) (1) No individual designated pursuant to a con

tract under this section as a certifying officer shall, in the 

absence of gross negligence or intent to defraud the United 

States, be liable with respect to any payments certified by 

him under this section. 

" (2) No disbursing officer shall, in the absence of gross 

negligence or intent to defraud the United States, be liable 

with respect to any payment by him under this section if 

it was based upon a voucher signed by a certifying officer 

designated as provided in paragraph (1) of this subsection. 
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"(f) For purposes of this part, the term 'carrier' 

means

" (1) with respect to providers of services and other 

persons, a voluntary association, corporation, partner

ship, or other nongovernmental organization which is 

lawfully engaged in providing, paying for, or rejinburs

ing the cost of, health services under group insurance 

policies or contracts, medical or hospital service agree

ments, membership or subscription contracts, or similar 

group arrangements, in consideration of premiums or 

other periodic charges payable to the carrier, including 

a health benefits plan duly sponsored or underwritten by 

an employee organization; and 

" (2) with respect to providers of services only, any 

agency or organization (not described in paragraph 

(1) ) with which an agreement is in effect under section 

1816. 

"tSTATE AGREEMENTS FOR COVERAGE OF ELIGIBLE INDIVID-

IJALS WHO ARE RECEIVING MONEY PAYMENTS UNDER 

PUBLIC ASSISTANCE PROGRAMS 

"SEC. 1843. (a) The Secretary shall, at the request of 

a State made before July 1, 1967, enter into an agreement 

with such State pursuant to which all eligible individuals 

in either of the coverage groups described in subsection (b) 

(as specified in the agreement) will be enrolled under the 

program established by this part. 
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"4-(b) An agreement entered into with any State pur

snant to subsection (a) may be applicable to either of the 

following coverage groups: 

" (1) individuals receiving money payments under 

the plan of such State approved under title I or title 

XVI; or. 

" (2) individuals receiving money payments under 

all of the plans of such State approved under titles I, 

IV, X, XIV, and XVI; 

except that there shall be excluded from any coverage group 

any individual who is entitled to monthly insurance benefits 

under title II or who is entitled to receive an annuity or 

pension under the Railroad Retirement Act of 1937. 

"'(c) For purposes of this section, an individual shall 

be treated as an eligible individual only if he is an eligible 

individual (within the meaning of section 1836) on the date 

an agreement covering him is entered into under subsection 

(a) or he becomes an eligible individual (within the mean

ing of such section) at any time after such date and before 

July 1, 1967; and he shall be treated as receiving money 

payments described in subsection (b) if he receives such 

payments for the month in which the agreement is entered 

into or any month thereafter before July 1967. 

" (d) In the case of any individual enrolled pursuant to 

this section
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1 "(1) the monthly premium to be paid by the State 

2 shall be determined under section 1839 (without any in

3 crease under subsection (c) thereof) 

4 " (2) his coverage period shall begin on whichever 

5 of the following is the latest: 

6 "(A) July 1, 1966; 

7 "(B) the first daly of the third month following 

8 the month in which the State agreement is entered 

9 into~; 

10 " (0) the first day of the first month in which 

11 he is both an eligible individual and a member of a 

12 coverage group specified in the agreement under 

13 this section; or 

14 " (D) such date (not later than July 1, 1967) 

15 as may be specified in the agreement; and 

16 "t(3) his coverage period attributable to the agree

1'7 ment with the State under this section shall end on the 

18 last day of whichever of the following first occurs: 

19 " (A) the month in which he is determined by 

20 the State agenicy to have. become i-neligible for 

21 money payments of a kind specified in the agree

22 ment, or 

23 "(B) the month preceding the first month for 
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1L which he becomes entitled to monthly benefits under 

2 title II or to an annuity or pension under the Rail

3 road Retirement Act of 1937. 

4 "(e) Any individual whose coverage period attributable 

5 to the State agreement is terminated pursuant to subsection 

6 (d) (3) shall be deemed for purposes of this part (including 

7 the continuation of his coverage period under this part) to 

8 have enrolled under section 1837 in the initial general en

9 rollment period provided by section 1837 (c). 

10 " (f) With respect t o eligible individuals receiving 

11 money payments under the plan of a State approved under 

12 title I, IV, X, XIV, or XVI, if the agreement entered 

13 into under this section so provides, the term 'carrier' as 

14 defined in section 1842 (f) also includes the State agency, 

15 specified in such agreement, which administers or super

16 vises the administration of the plan of such State approved 

17 under title I, XVI, or XIX. The agreement shall also 

18 contain such provisions as will facilitate the financial trans

19 actions of the State and the carrier with respect to deduc

20 tions, coinsurance, and otherwise, and as will lead to econ

21 omy and efficiency of operation, with respect to individuals 

22 receiving money payments under plans of the State ap

23 proved under titles I, IV, X, XIV, and XVI. 
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1"APPROPRIATIONS TO COVER GOVERNMENT CONTRIBUTIONS


2 A"N CONTINGENCY RESERVE 

3 "Siuc. 1844. (a) There are authorized to be appro

4 priated from time to time, out of any moneys in the Treasury 

5 not otherwise appropriated, to the Federal Supplementary 

6 Health Insurance Benefits Trust Fund, a Government con

'7 tribution equal to the aggregate premiums payable under 

8 this part. 

9 " (b) In order to assure prompt payment of benefits 

10 provided under this part and the administrative expenses 

11 thereunder during the early months of the program estab

:12 lished by this part, and to provide a contingency reserve, 

13 there is also authorized to be appropriated during the 

14 fiscal year ending June 30, 1966, out of any moneys in 

15 the Treasury not otherwise appropriated, to remain available 

16 through the next fiscal year for repayable advances (without 

17 interest) to the Trust Fund, an amount equal to $18 multi

18 plied by the number of individuals (as estimated by the 

19 Secretary) who could be covered in July 1966 by the insur

20 ance program established by this part if they had theretofore 

21 enrolled under this part. 

22 "PART C-MISCELLANEOUS PROVISIONS 

23 "9DEFINITIONS OF SERVICES, INSTITUTIONS, ETC. 

24 "SiFC. 1861. For purposes of this title
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1 "Spell of Illness 

2 "(a) The term 'spell of illness' with respect to any 

3 individual means a period of consecutive days

4 " (1) beginning with the first day (not included 

5 in a previous spell of illness) (A) on which such 

6 individualI is furnished inpatient hospital services or 

7 extended care services, and (B) which occurs in a 

8 month for which he is entitled to benefits under part 

9 A or part B, and 

10 " (2) ending with the close of the first period 

11 of 60 consecutive days thereafter on each of which 

12 he is neither an inpatient of a hospital nor an in

13 patient of an extended care facility. 

14 "Inpatient ilospital Services 

15 "(b) The term 'inpatient hospital services' means the 

16 following items and services furnished to an inpatient of a 

17 hospital and (except as provided in paragraph (3) ) by 

18 the hospital

19 "(1) bed and board; 

20 "(2) such nursing services and other related serv

21 ices, such use of hospital facilities, and such medical 

22 social services as are ordinarily furnished by the hospi

23 tal for the care and treatment of inpatients, and such 
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1drugs, biologicals, supplies, appliances, and equipment, 

2 for use in the hospital, as are ordinarily furnished by 

3 such hospital for the care and treatment of inpatients; 

4 and 

5 " (3) such other diagnostic or therapeutic items or 

6 services, furnished by the hospital or by others under 

'7 arrangements with them made by the hospital, as are 

8 ordinarily furnished to inpatients either by such hos

9 pital or by others under such arrangements; 

10 excluding, however

11 " (4) medical or surgical services provided by a 

12 physician, resident, or intern; and 

13 "(5) the services of a private-duty nurse or other 

14 private-duty attendant. 

15 Paragraph (4) shall not apply to services provided in the 

16 hospital by an intern or a resident-in-training under a teach

17 ing program approved by the Council on Medical Education 

18 of the American Medical Association (or, in the case of an 

19 osteopathic hospital, approved by the Conmnittee on ilospi

20 tals of the Bureau of Professional Education of the American 

21 Osteopathic Association) . 

22 "Inpatient Psychiatric Hospital Services 

23 "()The term 'inpatient psychiatric hospital services' 

24 mean's inpatient hospital services furnished to an inpatient 

25 of a psychiatric hospital. 
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"Inpatient Tuberculosis Hospital Services 

"(d) The term 'inpatient tuberculosis hospital services' 

means inpatient hospital services furnished to an inpatient 

of a tuberculosis hospital. 

"Hospital 

"(e) The term 'hospital' (except for purposes of sec

tion 1814 (d), subsection (a) (2) of this section, paragraph. 

(7) of this subsection, and subsections (i) and (n) of this 

section) means an institution which

" (1) is primarily engaged in providing, by or 

under the supervision of physicians, to inpatients (A) 

diagnostic services and therapeutic services for medical 

diagnosis, treatment, and care of injured, disabled, or 

sick persons, or (B) rehabilitation services for the re

habilitation of injured, disabled, or sick persons; 

" (2) maintains clinical records on all patients; 

" (3) has bylaws in effect with respect to its staff 

of physicians; 

" (4) has a requirement that every patient must 

be under the care of a physician; 

"(5) provides 24-hour nursing service rendered 

or supervised by a registered professional nurse, and has 

a licensed practical nurse or registered professional nurse 

on duty at all times; 

J. 35-001---5 
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"(6) has in effect a hospital utilization review plan 

which meets the requirements of subsection (k) 

" (7) in the case of a~n institution in any State in 

which State or applicable local law provides for the 

licensing of hospitals, (A) is licensed pursuant to such 

law or (B) is approved, by the agency of such State 

or locality responsible for licensing hospitals, as meeting 

the standards established for such licensing; and 

" (8) meets such other requirements as the Sec

retary finds necessary in the interest of the health and 

safety of individuals who are furnished services in the 

institution, except that such other requirements may not 

be higher than the comparable requirements prescribed 

for the accreditation of hospitals by the Joint Commis

sion on the Accreditation of Hospitals. 

For purposes of subsection (a) (2), such term includes 

any institution which meets the requirements of paragraph 

(1) of this subsection. For purposes of sections 1814 (d) 

(including determination of whether an individual received 

inpatie-nt hospitAal ericeso for~purpos- of such s o and 

subsections (i) and (n) of this section, such term in

cludes any institution which meets the requirements of para

graphs (1), (2), (3), (4), (5), and (7)of this subsec


tion. Notwithstanding the preceding provisions of this sub

section, Suich term shall not, except for purposes of subsection 
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(a) (2), include any institution which is primarily for the 

care and treatment of mental diseases or tuberculosis; except 

that for purposes of part A (and so much of tbis part as 

relates to part A) such term shall include such an institu

tion if it is a tuberculosis hospital (as defined in subsection 

(g) ) , and for purposes of part B (and so much of this part as 

relates to part B) such term shall include such an institution 

if it is a psychiatric hospital (as defined in subsection (f) ) . 

The term 'hospital' also includes a Christian Science sana

toriumn operated, or listed and certified, by the First Church 

of Christ Scientist, Boston, Massachusetts, but only with 

respect to items and services ordinarily furnished by such 

institution to inpatients, and payment may be made with 

respect to services provided by or in such an institution 

only to the extent and under such conditions, limitations, 

and requirements (in addition to or in lieu of the conditions, 

limitations, and requirements otherwise applicable) as may 

be provided in regulations. For provisions deeming certain 

requirements of this subsection to be met in the ca-se of 

accredited institutions, see section 1865. 

"Psychiatric Hlospital 

"(f) The term 'psychiatric hospital' means an institu

tion which

"(1) is primarily engaged in providing, by or un
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der the supervision of a physician, psychiatric services 

for the diagnosis and treatment of mentally ill persons; 

" (2) satisfies the requirements of paragraphs (3) 

through (8) of subsection (e) 

"(3) maintains clinical records on all patients and 

maintains such records a~s the Secretary finds to be neces

sary to determine the degree and intensity of the treat

ment provided to individuals enrolled uinder the insurance 

program established by part B; 

"(4) meets such staffing requirements as the Sec

retary finds necessary for the institution to carry out an 

active program of treatment for individuals who are fur

nished services in the institution; and 

" (5) is accredited by the Joint Commission on the 

Accreditation of Hospitals. 

In the case of an institution which satisfies paragraphs (1) 

and (2) of the preceding sentence and which contains a 

distinct part which also satisfies paragraphs (3) and (4) of 

such sentence, such distinct part shall be considered to be a 

'psychiatric hos-nitf.1' if the institution is -creditedby the1 

Joint Commission on the Accreditation of Hospitals or if such 

distinct part meets requirements equivalent to such accredita

tion requirements as determined by the Secretary. 
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1 "Tuberculosis Hospital 

2 "(g) The term 'tuberculosis hospital' means an institti

3 tion which

4 " (1) is primarily engaged in providing, by or under 

5 the supervision of a physician, medical services for the 

6 diagnosis and treatment of tuberculosis; 

'7 " (2) satisfies the requirements of paragraphs (3) 

8 through (8) of subsection (e) ; 

9 " (3) maintains clinical records on all patients and 

10 maintains such records as the Secretary finds to be neces

11 sary to determine the degree and intensity of the treat

12 ment provided to individuals covered by the insurance 

13 program established by part A; 

14 "(4) meets such staffing requirements as the Secre

15 tary finds necessary for the institution to carry out an 

16 active program of treatment for individuals who are 

17 furnished services in the institution; and 

18 " (5) is accredited by the Joint Commission on the 

19 Accreditation of Hospitals. 

20 In the case of an institution which satisfies paragraphs (1) 

21 and (2) of the preceding sentence and which contains a 

22 distinct part which also satisfies paragraphs (3) and (4) of 

23 such sentence, such distinct part shall be considered to be a 
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1 'tuberculosis hospital' if the institution is accredited by the 

2 Joint Commission on the Accredita~tion of Hospitals or if 

3 such distinct part meets requirements equivalent to such 

4 accreditation requirements as determined by the Secretary. 

5 "Extended Care Services 

6 "(h) The term 'extended care services' means the fol

'7 lowing items and services furnished to an inpatient of an 

8 extended care facility and (except as provided in paragraphs 

9 (3) and (6) ) by such extended care facility

10 " (1) nursing care provided by or under the super

11 vision of a registered professional nurse; 

12 "(2) bed and board in connection with the fur-

hi nushiung of such nursing care; 

14 " (3) physical, occupational, or speech therapy 

15 furnished by the extended care facility or by others 

16 under arrangements with them made by the facility; 

17 " (4) medical social services; 

18 " (5) such drugs, biologicals, supplies, appliances, 

19 and equipment, furnished for use in the extended care 

20 facility, as are ordinarily furnished by such facility for 

21 the care and treatment of inpatients; 

22 " (6) medical services provided by an intern or resi

23 dent-in-training of a hospital with which the fadiilty has 

24 in effect a transfer agreement (meeting the requirements 

25 of subsection (1) ),under a teaching program of such 
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hospital approved as provided in the last sentence of 

subsection (b), and other diagnostic or therapeutic 

services provided by a hospital with which the facility 

has such an agreement in effect; and 

" (7) such other services necessary to the health 

of the patients as are generally provided by extended 

care facilities; 

excluding, however, any item or service if it would not be 

included under subsection (b) if furnished to an inpatient 

of a hospital. 

"Post-Hospital Extended Care Services 

"(i) The term 'post-hospital extended care services' 

means extended care services furnished an individual after 

transfer from a hospital in which he was an inpatient for not 

less than 3 consecutive days before his discharge from the 

hospital in connection with such transfer. For purposes of 

the preceding sentence, items and services shall be deemed 

to have been furnished to an individual after transfer from a 

hospital, and he shall be deemed to have been an inpatient 

in the hospita~l immediately before transfer therefrom, if 

he is admitted to the extended care facility within 14 

days after discharge from such hospital, and such individual 

shall be deemed not to have been discharged from the 

extended care facility if readmitted thereto within 14 days 

after discharge therefrom. 
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"Extended Care Facility 

"(j) The term 'extended care facility' means (except 

for purposes of subsection (a) (2) ) an institution (or a 

distinct part of an institution) which has in effect a transfer 

agreement (meeting the requirements of subsection (1) ) 
with one or more hospitals having agreements in effect 

under section 1866 and which

"(1) is primarily engaged in providing to in

patients (A) skilled nursing ca-re and related services 

for patients who require medical or nursing care, or (B) 

rehabilitation services for the rehabilitation of injured, 

disabled, or sick persons; 

" (2) ha~s policies, wbich are developed with the 

advice of (and with provision of review of such policies 

from time to time by) a group of professional personnel, 

including one or more physicians and one or more regis

tered professional nurses, to govern the skilled nursing 

care and related medical or other services it provides; 

" (3) has a physician, a* registered professional 

nurse, or a medical staff responsible for the execution 

of such policies; 

" (4) (A) has a requirement that the health care, of 

every patient must be under the supervision of a physi

cian, and (B) provides for having a physician available 

to furnish necessary medical care in case of emergency; 
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"(5) maintains clinical records on all patients; 

"(6) provides 24-hour nursing service which is 

sufficient to meet nursing needs in accordance with the 

policies developed as provided in paragraph (2), and 

has at least one registered professional nurse employed 

full time; 

" (7) provides appropriate methods and procedures 

for the dispensing and adiniinistcring of drugs and 

biologicals; 

" (8) has in effect a utilization review plan which 

meets the requirements of subsection (k) 

" (9) in the case of an institution in any State in 

which State or applicable local law provides for the 

licensing of institutions of this nature, (A) is licensed 

pursuant to such law,, or (B) is approved, by the agency 

of such State or locality responsible for licensing institu

tions of this nature, as meeting the standards estab

lished for such licensing; and 

" (10) meets such other conditions relating to the 

health and safety of individuals who are furnished serv

ices in such institution or relating to the physical facili

ties thereof as they Secretary may find necessary; 

except that such term shall not (other than for purposes of 

subsection (a) (2) ) include any institution which is pri

marily for the care and treatment of mental diseases or tuber



74


I culosis. For purposes of subsection (a) (2), such term 

2 includes any institution which meets the requirements of 

3 paragraph (1) of this subsection. 

4 "Utilization Review 

5 "(k) A utilization review plan of a hospital or extended 

6 care facility shall be considered suffleient if it is applicable 

7 to services furnished by the institution to individuals entitled 

8 to insurance benefits under this title and if it provides

9 " (1) for the review, on a sample or other basis, 

10 of admissions to the institution, the duration of stays 

11 therein, and the professional services (including drugs 

12 and biologicals) furnished, (A) with respect to the 

13 medical necessity of the services, and (B) for the pur

14 pose of promoting the most efficient use of available 

15 health facilities and services; 

16 " (2) for such review to be made by either (A) 

17 a staff committee of the institution composed of two 

18 or more physicians, with or without participation of 

19 other professional personnel, or (B) a group outside the 

20 institution which is simnilarly composed And (i whbich 

21 is established by the local medical society and some or 

22 all of the hospitals and extended care facilities in the 

23 locality, or (ii) if (and for as long as) there has not 

24 been established such a group which serves such insti

25 tution, which is established in such other manner as 

2-6 may be approved by the Secretary; 
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1 "(3) for such review, in each case of inpatient 

2 hospital services or extended care services furnished to. 

3 such an individual during a continuous period of ex

4 tended duration, as Of such days of such period (which 

5 may differ for different classes of cases) as may be speci

6 fled in regulations, with such review to be made as 

7 promptly as possible, after each day so specified, and 

8 in no event later than one week following such day; 

9 and 

10 "(4) for prompt notification to the institution, the 

11 individual, and his attending physician of any finding 

12 (made after opportunity for consultation to such attend

13 ing physician) by the physician members of such com

14 mittee or group that any further stay in the institution 

15 is not medically necessary. 

16 The review comnittee must be composed as provided in 

17 clause (B) of paragraph (2) rather than as provided in 

18 clause (A) of such paragraph in the case of any hospital 

19 or extended care facility where, because of the small size of 

20 the institution, or (in the case of an extended care facility) 

21 because of lack of an organized medical staff, or for such 

22 other reason or reasons as may be included in regulations, 

2 3 it is impracticable for the institution to have a properly 

2.4 functioning staff committee for the purposes of this sub

25 section. 
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"Agreements 	 for Transfer Between Extended Care 

Facilities and Hospitals 

"(1) A hospital and an extended care facility shall be 

considered to have a transfer agreement in effect if, by reason 

of a written agreement between them or (in case the two 

institutions are under common control) by reason of a writ

ten undertaking by the person or body which controls them, 

there is reasonable assurance that

" (1) transfer 	of patients will be effected between 

the hospital and the extended care facility whenever 

such transfer is medically appropriate as determined by 

the attending physician; and 

" (2) there will be interchange of medical and 

other information necessary or useful in the care and 

treatment of individuals transferred between the institu

tions, or in determining whether such individuals can 

be adequately cared for otherwise than in either of 

such institutions. 

Any extended care facility which does not have such an 

agreement in effect. but whioh is foundl by- -a State agency 

(of the State in which such facility is situated) with which 

an agreement under section 1864 is in effect (or, in the 

case of a State in which no such agency has an agreement 

under section 1864, by the Secretary) to have attempted 

In good faith to enter into such an agreement with a hos
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1t pita~l sufficiently close to the facility to make feasible the 

2 transfer between them of patients and the information re

3 ferred to in paragraph (2), shall be considered to have such 

4 an agreement in effect if and for so long as such agency (or 

5 the Secretary, as the case may be) finds that to do so is in 

6 the public interest and essential to assuring extended care 

7 services for persons in the community who are eligible for 

8 payments with respect to such services under this title. 

9 "Home Health Services 

10 "(in) The term 'home health services' means the fol

11 lowing items and services furnished to an individual, who is 

:12 under the care of a physician, by a home health agency or by 

13 others under arrangements with them made by such agency, 

14 under a plan (for furnishing such items and services to such 

15 individual) established and periodically reviewed by a 

16 physician, which items and services are, except as provided 

17 in paragraph (7), provided on a visiting basis in a place of 

18 residence used as such individual's home

19 " (1) part-time or intermittent nursing care pro

20 vided by or under the supervision of a registered pro

21 fessional nurse; 

22 "(2) physical, occupational, or speech therapy; 

23 "(3) medical social services under the direction of 

24 a physician; 
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"(4) to the extent permitted in regulations, part-

time or intermittent services of a home health aide; 

"(5) medical supplies (other than drugs and bio

logicals), and the use of medical appliances, while under 

such aplan; 

" (6) in the case of a home health agency which 

is affiliated or under common control with a hospital, 

medical services provided by an intern or resident-in

training of such hospital, under a teaching program 

of such hospital approved as provided in the last sen

tence of subsection (b) ; and 

" (7) any of the foregoing items and services which 

are provided on an outpatient basis, under arrangements 

made by the home health agency, at a hospital or 

extended care facility, or at a rehabilitation center which 

meets such standards as may be prescribed in regula

tions, and

"(A) the furnishing of which involves the use 

of equipment of such a nature that the items and 

services cannot readily be made available to the in

dividual in such place of residence, or 

"(B) which are furnished at such facility while 

he is there to receive any such item or service de

scribed in clause (A), 
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but not including transportation of the individual in 

connection with any such item or service; 

excluding, however, any item or service if it would not be 

included under subsection (b) if furnished to an inpatient 

of a hospital. 

"Post-Hospital Home Health Services 

"(n) The term 'post-hospital home health services' 

means home health services furnished an, individual within 

one year after his most recent discharge from a hospital of 

which he was an inpatient for not less than 3 consecutive 

days or (if later) within one year after his most recent dis

charge from an extended care facility of which he was an 

inpatient entitled to payment under part A for post-hospital 

extended care services, but only if the plan covering the 

home health services (as described in subsection (in)) is 

established within 14 days after his discharge from such 

hospital or extended care facility. 

"Home Health Agency 

"(o) The term 'home health agency' means a public 

agency or private organization, or a subdivision of such an 

agency or organization, which

" (1) is primarily engaged in providing skilled 

nursing services and other therapeutic services; 

" (2) has policies, established by a group of pro
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fessional personnel (associated with the agency or orga

nization), including one or more physicians and one oi 

more registered professional nurses, to govern the serv

ices (referred to in paragraph (1) ) which it provides, 

and provides for supervision of such services by a phy

sician or registered professional nurse; 

"(3) maintains clinical records on all patients; 

"(4) in the case of an agency or organization in 

any State in which State or applicable local law provides 

for the licensing of agencies or organizations of this 

nature, (A) is licensed pursuant to such law, or (B) is 

approved, by the agency of such State or locality re

sponsible for licensing agencies or organizations of this 

nature, as meeting the standards established for such 

licensing; and 

" (5) meets such other conditions of participation 

as the Secretary may find necessary in the interest of 

the health and safety of individuals who are furnished 

services by such agency or organization; 

except that such term shall not include a private organiza

tion which is not a nonprofit organization exempt from 

Federal income taxation under section 501 of the Internal 

Revenue Code of 1954 (or a subdivision of such organiza

tion) unless it is licensed pursuant to State law And it meets 

such additional standards and requirements as may be pre
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1 scribed in regulations; and except that for purposes of part A 

2 such term shall not include any agency or organization which 

3 is primarily for the care and treatment of mental diseases. 

4 "Outpatient Hospital Diagnostic Services 

5 "(p) The term 'outpatient hospital diagnostic services' 

6 means diagnostic services

7 " (1) which are furnished to an individual as an 

8 outpatient by a hospital or by others under arrange

9 ments with them made by a hospital; and 

10 " (2) which are ordinarily furnished by such hos

11 pital (or by others under such arrangements) to its 

112 outpatients for the purpose of diagnostic study; 

13 excluding, however

14 " (3) any item or service if it would not be included 

15 under subsection (b) if furnished to an inpatient of a 

16 hospital; and 

17 " (4) any services furnmished under such arrange

18 ments unless furnished in the hospital or in other 

19 facilities operated by or under the supervision of the hos

20 pital or its organized medical staff. 

21 'Physicians' Services 

22 '(q) The term 'physicians' services' means professional 

23 services performed by physicians, including surgery, consul

24 tation, and home, office, and institutional calls (but not 

J. 35-001 6 
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including services described in the last sentence of subsection 

(b)) . 

"Physician 

"(r) The term 'physician', when used in connection 

with the performance of any function or action, means an 

individual legally authorized to practice medicine and surgery 

by the State in which he performs such function or action 

(including a physician within the meaning of section 1101 

(a) (7) ). 

"Medical and Other Health Services 

"(s) The term 'medical and other health services' means 

any of the following items or services (unless they would 

otherwise constitute inpatient hospital services, extended 

care services, home health services, or physicians' services) 

"(1) diagnostic X-ray and laboratory tests, elec

trocardiograms, basal metabolism readings, electroen

cephalograms, and other diagnostic tests; 

" (2) X-ray, radium, and radioactive isotope 

therapy, 	including materials and services of technicians; 

"(3) surgaical dressingas, and splints, castsQ, andl other-

devices used for reduction of fractures and dislocations; 

" (4) rental of durable medical equipment, includ

ing iron lungs, oxygen tents, hospital beds, and wheel

chairs used in the patient's home (including an institu

tion u-sed as his home); 25 
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1 "(5) ambulance service where the use of other 

2 methods of transportation is contraindicated by the indi

3 vidual's condition, but only to the extent provided in 

4 regulations; 

5 " (6) prosthetic devices (other than dental) which 

6 replace all or part of an internal body organ, including 

7 replacement of such devices; and 

8 " (7) leg, arm, back, and neck braces, and axtifi

9 cial legs, arms, and eyes, including replacements if re

10 quired because of a change in the patient's physical 

11 condition. 

12 "Drugs and Biologicals 

13 "(t) The term 'drugs' and the term 'biologicals', except 

14 for purposes of subsection (in) (5) of this section, include 

:15 only such drugs and biologicals, respectively, as are included 

16 in the United States Pharmacopoeia or the National Formu

17 lary, or in New Drugs or Accepted Dental Remedies (ex

18 cept for any drugs and biologicals unfavorably evaluated 

19 therein), or as are approved by the pharmnacy and drug 

20 therapeutics committee (or equivalent committee) of the 

21 medical staff of the hospital furnishing such drugs and 

22 biologicals. 

23 "Provider of Services 

24 "(u) The term 'provider of services' means a hospital, 

25 extended care facility, or home health agency. 
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"Reasonable Cost 

"(v) (1) The reasonable cost of any services shall 

be determined in accordance with regulations establishing 

the method or methods to be used, and the items to be 

included, in determining such costs for various types or 

classes of institutions, agencies, and services; except that in 

any case to which paragraph (2) or (3) applies, the amount 

of the payment determined under such paragraph with 

respect to the services involved shall be considered the 

reasonable cost of such services. In prescribing the 

regulations referred- to in the preceding sentence, the 

Secretary shall consider, amongr other things, the principles 

generally applied by national organizations or established 

prepayment organizations (which have developed such prin

ciples) in computing the amount of payment, to be made by 

persons other than the recipients of services, to providers of 

services on account of services furnished to such recipients 

by such providers. Such regulations may provide for de

termination of the costs of services on a per diem, per 

unit, per capita, or other basis, mayv providA for using 

different methods in different circumstances, may provide 

for the use of estimates of costs of particular items or serv

ices, and may provide for the use of charges or a percentage 

of charges where this method reasonably reflects the costs. 

Such regulations shall (A) take into account both direct and 
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1 indirect costs of providers of services in order that, under the 

2 methods of determining costs, the costs with respect to in

3 dividuals covered by the insurance programs established by 

4 this title will not be borne by individuals not so covered, and 

5 the costs with respect to individuals not so covered will not 

6 be borne by such insurance programs, and (B) provide for 

7 the making of suitable retroactive corrective adjustments 

8 where, for a provider of services for any fiscal period, the 

9 aggregate reimbursement produced by the methods of deter

10 mining costs proves to be either inadequate or excessive. 

li " (2) (A) If the bed and board furnished as part of 

12 inpatient hospital services (including inpatient tuberculosis 

13 hospital services) , inpatient psychiatric hospital services, or 

14 post-hospital extended care services is in acconimodations 

15 more expensive than semi-private accommodations, the 

16 amount taken into account for purposes of payment under 

17 this title with respect to such services may not exceed an 

18 amount equal to the reasonable cost of such services if fur

19 nished in such semi-private accommodations unless the more 

20 expensive accommodations were required for medical reasons. 

21 " (B) Where a provider of services which has an agree

22 ment in effect under this title furnishes to an individual items 

23 or services which are in excess of or more expensive than the 

24 items or services with respect to which payment may be 

25 made under part A or part B, as the case may be, the Secre
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1 tary shall take into account for purposes of payment to such 

2 provider of services only the equivalent of the reasonable cost 

3 of the items or services with respect to which such payment 

4 may be made. 

5 " (3) If the bed and board furnished as part of inpatient 

6 hospital services (including inpatient tuberculosis hospital 

7' services) , inpatient psychiatric hospital services, or post

8 hospital extended care services is in accommodations other 

9 than, but not more expensive than, semi-private accomnmoda

10 tions and the use of such other accommodations rather than 

11 semi-private accommodations was neither at the request of 

12 the patient nor for a reason which the Secretary determines is 

13 consistent with the purposes of this title, the amount of the 

14 payment with respect to such bed and board under part A 

15 or part B, as the case may be, shall be the reasonable cost of 

16 such bed and board furnished in semi-private accommodations 

17 (determined pursuant to paragraph (1) ) minus the differ

18 ence between the charge customarily made by the hospital or 

19 extended care facility for bed and board in semi-private ac

20 commodations and the charge customarily made by it for bed 

21 and board in the accommodations furnished. 

22 " (4) For purposes of this subsection, the term 'semim

23 private accommodations' means two-bed, three-bed, or four

24 bed accommodations. 
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"Arrangements for Certain Services 

"(w) The term 'arrangements' is limited to arrange

ments under which receipt of payment by the hospital, 

extended care facility, or home health agency (whether in 

its own right or as agent), with respect to services for which 

an individual is entitled to have payment made under this 

title, discharges -the liability of such individual or any other 

person to pay for the services. 

"State and United States 

"(x) The terms 'State' and 'United States' have the 

meaning given to them by subsections (h) and (i), respec

tively, of section 210. 

"tEXCLUSIONS FROM COVERAGE 

"SEC. 1862. (a) Notwithstanding any other provision 

of this title, no payment may be made under part A or part 

B for any expenses incurred for items or services

" (1) which a-re not reasonable and necessary for 

the diagnosis or treatment of illness or injury or to im

prove the functioning of a malformed body member; 

" (2) for which the individual furnished such items 

or services has no legal obligation to pay, and which no 

other person (by reason of such individual's membership 

in a prepayment plan or otherwise) has a legal obliga

tion to provide or pay for; 
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"(3) which are paid-for directly or indirectly by a 

governmental entity (other than under this Act) , ex

cept in such cases as the Secretary may specify; 

"(4) which are not provided within the United 

States; 

"(5) which a-re required as a result of war, or of 

an act of war, occurring after the effective date of such 

individual's current coverage under such part; 

"(6) which constitute personal comfort items; 

"(7) where such expenses are for routine physical 

checkups, eyeglasses or eye examinations for the pur

pose of prescribing, fitting, or changing eyeglasses, 

hearing aids or examinations therefor, or immunizations; 

" (8) where such expenses are for orthopedic shoes 

or other supportive devices for the feet; 

"(9) where such expenses are for custodial care; 

"(10) where such expenses are for cosmetic sur

gery or are incurred in connection therewith, except as 

required for the prompt repair of accidental injury or 

for improvement of the functioning of a malformed body 

member; or 

" (11) where such expenses constitute charges im

posed by immediate relatives of such individual or 

members of his household. 

"(b) Payment under this title may not be made with 
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respect to any item or service to the extent that payment has 

been made, or can reasonably be expected to be made (as 

determined in accordance with regulations) , with respect to 

such item or service, under a workmen's compensation law or 

plan of the United States or a State. Any payment under 

this title with respect to any item or service shall be con

ditioned on reimbursement to the appropriate Trust Fund 

established by this title when notice or other information is 

received that payment for such item or service has been made 

under such a law or plan. 

"tCONSULTATION WITH STATE AGENCIES AND OTHER ORGA

NIZATIONS TO DEVELOP CONDITIONS OF PARTICIPATION 

FOR PROVIDERS OF SERVICES 

"SEC. 1863. In carrying out his functions, relating to 

determination of conditions of participation by providers of


services, under subsections (e)(8), (f)(4), (g)(4),Y


(j) (10), and (o) (5) of section 1861, the Secretary shall 

consult with the Health Insurance Benefits Advisory Council 

established by section 1867, appropriate State agencies, and 

recognized national listing or accrediting bodies, and may 

consult with appropriate local agencies. Such conditions 

prescribed under any of such subsections may be varied 

for different areas or different classes of institutions or agen

cies and may, at the request of a State, provide (subject, 

in the case of hospitals, to the limitation provided in section 
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1861 (e) (8) ) higher requirements for such State than for 

other States. 

"USE OF STATE AGENCIES TO DETERMINE COMPLIANCE 

BY PROVIDERS OF SERVICES WITHI CONDITIONS OF 

PARTICIPATION 

"SEC. 1864. (a) The Secretary shall make an agree

ment with any State which is able and willing to do so under 

which the services of the State health agency or other appro

priate State agency (or -the appropriate local agencies) will 

be utilized by him for the purpose of determining whether an 

institution therein is a hospital or extended care facility, or 

whether an agency therein is a home health agency. To the 

extent that the Secretary finds it appropriate, an institution 

or agency which such a State (or local) agency certifies is a 

hospital, extended care facility, or home health agency (as 

those terms are defined in section 1861) may be treated as 

such by the Secretary. The Secretary may also, pursuant to 

agreement, utilize the services of State health agencies and 

other appropriate State agencies (and the appropriate local 
agopen-ies tod any one, or more of thet toiri0__ (1) 

provide consultative services to institutions or agen

cies to assist them (A) to establish and maintain fiscal 

records necessary for purposes of this title, or otherwise to 

qualify as hospitals, extended care facilities, or home health 

agencies, or (B) to provide information which may be nec
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essary to permit determination under this title as to whether 

payments are due and the amounts thereof, and (2) to pro

vide consultative services to institutions, agencies, or organi

zations to assist in the establishment of utilization review 

procedures meeting the requirements of section 1861 (k) and 

in evaluating their effectiveness. 

" (b) The Secretary shall pay any such State, in 

advance or by way of reimbursement, as may be provided in 

the agreement with it (and may make adjustments in such 

payments on account of overpayments or underpayments 

previously made) , for the reasonable cost of performing the 

functions specified in subsection (a) , and for the Federal 

ilospital Insurance Trust Fund's fair share of the costs 

attributable to the planning and other efforts directed toward 

coordination of activities in carrying out its agreement and 

other activities related to the provision of services similar to 

those for which payment may be made under part A, or re

lated to the facilities and personnel required for the provision 

of such services, or related to improving the quality of such 

services. 

'EFFECT OF ACCREDITATION 

"SEC. 1865. An institution shall be deemed to meet the 

requirements of the numbered paragraphs of section 1861 (e) 

(except paragraph (6) thereof) if such institution is accred

ited as a hospital by the Joint Commission on the Acoredita
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I tion of Hospitals. If such Commission, as a condition for 

2 accreditation of a hospital, requires a utilization review plan 

3 or imposes another requirement which serves substantially 

4 the same purpose, the Secretary is authorized to find that all 

5 institutions so accredited by the Commission comply also 

6 with section 1861 (e) (6). In addition, if the Secretary finds 

7 that accreditation of an institution or agency by the American 

8 Osteopathic Association or any other national accreditation 

9 body provides reasonable assurance that any or all of the con

10 ditions of section 1861 (e) , (j), or (o) , as the case may be, 

1a-re met, he may, to the extent he deems it appropriate, treat 

12 such institution or agency as meeting the condition or condi

13 tions with respect to which he made such finding. 

14 "AGREEMENTS WITH PROVIDERS OF SERVICES 

15 "SEC. 1866. (a) (1) Any provider of services shall be 

16 qualified to participate uinder this title and shall be eligible 

17 for payments under this title if it files with the Secretary an 

18 agreement

19 "(A) not to charge, except as provided in para
20 g raph (2), a-nyV idvual r a-nyw other pnerson for 

21 items or services for which such individual is entitled 

22 to have payment made under this title (or for which 

23 he would be so entitled if such provider of services had 

24 complied with the procedural and other requirements 

25 under or pursuant to this title or for which such provider 
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is paid pursuant to the provisions of section 1814 (e) 

or section 1835 (c) ), and 

" (B) to make adequate provision for return (or 

other disposition, in accordance with regulations) of 

any moneys incorrectly collected from such individual 

or other person. 

" (2) (A) A provider of services may charge such in

dividual or other person (i) the amount of any deduction 

imposed pursuant to section 1813 (a) (1) or (a) (2) or 

section 1833 (b) with respect to such items and services 

(not in excess of the amount customarily charged for such 

items and services by such provider), and (ii) an amount 

equal to 20 per centum of the reasonable charges for such 

items and services (not in excess of 20 per centum of the 

amount customarily charged for such items and services by 

such provider) for which payment is made under part B. 

In the case of items and services described in section 1833 

(c), clause (ii) of the preceding sentence shall be applied 

by substituting for 20 percent the proportion which is appro

priate under such section. 

" (B) Where a provider of services has furnished, at the 

request of such individual, items or services which are in 

excess of or more expensive than the items or services with 

respect to which payment may be made under this title, 

such provider of services may also charge such individual or 
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1 other person for such more expensive items or services to the 

2 extent that the amount customarily charged by it for the 

3 items or services furnished at such request exceeds the 

4 amount customarily charged by it for the items or services 

5 with respect to which payment may be made under this 

6 title. 

'7 " (C) A provider of services may also charge any such 

8 individual for any whole blood furnished him with respect 

9 to which a deductible is imposed under section 1813 (a) (3) 

10 or 1833 (d), except that (i) any excess of such charge over 

11 the cost to such provider for the blood shall be deducted 

12 from any payment to such provider under this title, (ii) no 

13 such charge may Ibe imposed for the cost of administration 

14 of such blood, and (iii) such charge may not be made to 

15 the extent such blood has been replaced on behalf of such 

:16 individual or a~rrangements have been made for its replace

17 ment on his behalf. 

18 " (b) An agreement with the Secretary under this sec

19 tion may be terminated

20 " (1) by the provider of services at such time and 

21 upon such notice to the Secretary and the public as may 

22 be provided in regulations, except that notice of more 

23 than 6 months shall not be required, or 

24 " (2) by the Secretary at such time and upon such 

25 reasonable notice to the provider of services and the 
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1public as may be specified in regulations, but only 

2 after the Secretary has determined (A) that such pro

3 vider of services, is not complying substantially with 

4 the provisions of such agreement, or with the provisions 

5 of this title and regulations thereunder, or (B) that 

6 such provider of services no longer substantially meets 

7 the applicable provisions of section 1861, or (C) that 

8 such provider of services has failed to provide such 

9 information as the Secretary finds necessary to determine 

10 whether payments are or were due under this title 

11 and the amounts thereof, or has refused to permit such 

12 examination of its fiscal and other records by or on behalf 

13 of the Secretary as may be necessary to verify such 

14 information. 

15 Any termination shall be applicable

16 " (3) in the case of inpatient hospital services (in

17 cluding inpatient tuberculosis hospital services) , in

18 patient psychiatric hospital services, or post-hospital 

19 extended care services, with respect to such services 

20 furnished to any individual who is admitted to the hos

21 pital or extended care facility furnishing such services 

22 on or after the effective date of such termination, 

23 " (4) (A) with respect to home health services 

24 furnished to an individual under a plan therefor estab

25 lished on or after the effective date of such termination, 
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1 or (B) if a plan is established before such effective 

2 date, with respect to such services furnished to such 

3 individual after the calendar year in which such teimina

4 tion is effective, and 

5 " (5) with respect to any other items and services 

6 furnished on or after the effective date of such 

7 termination. 

8 " (c) Where an agreement filed under this title by a 

9 provider of services has been terminated by the Secretary, 

10 such provider may not file another agreement under this 

11 title unless the Secretary finds that the reason for the termi

12 nation has been removed and that there is reasonable assur

13 ance that it will not recur. 

14 " (d) If the Secretary finds that there is a substantial 

15 failure to make timely review in accordance with section 

16 1861 (k) of long-stay cases in a hospital or extended care 

17 facility, he may, in lieu of terminating his agreement with 

18 such hospital or facility, decide that, with respect to any 

:19 individual admitted to such hospital or facility after a subse

20 quent date specified by him, no payment shall be made under 

21 this title for inpatient hospital services (including inpatient 

22 tuberculosis hospital services), or inpatient psychiatric hos

23 pital services, after the 20th day of a continuous period of 

24 such services or for post-hospital extended care services after 

25 such day of a continuous period of such care as is prescribed 
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1 in or pursuant to regulations, as the case may be. Such deci

2 sion may be made effective only after such notice to the hos

3 pital, or (in the case of an extended care facility) to the 

4 facility and the hospital or hospitals with which it has a trans

5 fer agreement, and to the public, as may be prescribed by 

6 regulations, and its effectiveness shall terminate when the 

7 Secretary finds that the reason therefor has been removed and 

8 that there is reasonable assurance that it will not recur. The 

9 Secretary shall not make any such decision except after rea

10 sonable notice and opportunity for hearing to the institution 

11or agency affected thereby. 

12 "HEALTH INSURANCE BENEFITS ADVISORY COUNCIL 

13 "SEC. 1867. For the purpose of advising the Secretary 

14 on matters of general policy in the administration of this title 

15 and in the formulation of regulations under this title, there is 

16 hereby created a Health Insurance Benefits Advisory Coun

17 cil which shall consist of 16 persons, not otherwise in 

18 the employ of the U~nited States, appointed by the Secretary 

19 without regard to the civil service laws. The Secretary shall 

20 from time to time appoint one of the members to serve as 

21 Chairman. The members shall include persons who are out

22 standing in fields related to hospital, medical, and other 

23 health activities, and at least one person who is representa

24 -tive of the general public. Each member shall hold office for 

J. 35-001---7 
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1 a term of 4 years, except that any member appointed to 

2 fill a vacancy occurring prior to the expiration of the term 

3 for which his predecessor was appointed shall be appointed 

4 for the remainder of such term, and except that the terms of 

5 office of the members first taking office shall expire, as desig

6 nated by the Secretary at the time of appointment, four at the 

7 end of the first year, four at the end of the second year, four 

8 at the end of the third year, and four at the end of the fourth 

9 year after the date of appointment. A member shall not be 

10 eligible to serve continuously for more than 2 terms. The 

11 Secretary may, at the request of the Council or otherwise, 

12 appoint such special advisory professional or technical corn

13 mittees as may be useful in carrying out this title. Members 

14 of the Advisory Council and members of any such advisory or 

15 technical committee, while attending meetings or confer

16 ences thereof or otherwise serving on business of the Ad

17 visory Council or of such committee, shall be entitled 

1.8 to receive compensation at rates fixed by the Secretary, but 

19 not exceeding $100 per day, including travel time, and while 

20 so serving away from their homes or regular pliaces of bugi

21 ness they may be allowed travel expenses, including per 

22 diem in lieu of subsistence, as authorized by section 5 of the 

23 Administrative Expenses Act of 1946 (5 U.S.C. 73b-2) 

24 for persons in the Government service employed intermit

25 tently. The Advisory Council shall meet as frequently as 



99


1 the Secretary deems necessary. Upon request of 4 or more 

2 members, it shall be the duty of the Secretary to call a meet

3 ing of the Advisory Council. 

4 "cNATIONAL MEDICAL REVIEW COMMITTEE 

5 "CSEC. 1868. (a) There is hereby created a National 

6 Medical Review Committee (hereinafter in this section re

7 ferred to as the 'Committee') which shall consist of nine 

8 persons, not otherwise in the employ of the United States, 

9 appointed by the Secretary without regard to the civil service 

10 laws. The Secretary shall from time to time appoint one of 

I t the members to serve as chairman. The members shall be 

12 selected from among individuals who are representative of 

13 organizations and associations of professional personnel in the 

14 field of medicine and other individuals who are outstanding 

115 in the field of medicine or in related fields; except that at 

16 least one member shall be representative of the general pub

17 lic, and at least a majority of the members shall be physi

18 cians. Each member shall hold office for a term of three 

19 years, except that any member appointed to fill a vacancy 

20 occurring prior to the expiration of the term for which his 

21 predecessor was appointed shall be appointed for the re

22 mainder of such term, and except that the terms of office of 

23 the members first taking office shall expire, as designated by 

24 the Secretary at the time of appointment, three at the end of 

25 the first year, three at the end of the second year, and three at 
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1 the end of the third year after the date of appointment. A 

2 member shall not be eligible to serve continuously for more 

3 than two terms. 

4 " (b) Members of the Committee, while attending 

5 meetings or conferences thereof or otherwise serving on 

6 business of the Committee, shall be entitled to receive corn

7 pensation at rates fixed by the Secretary, but not exceeding 

8 $100 per day, including travel time, and while so serving 

9 away from their homes or regular places of business they 

10 may be allowed travel expenses, including per diem in lieu 

11 of subsistence, as authorized by section 5 of the Admin

12 istrative Expenses Act of 1946 (5 U.S.C. 73b-2) for 

13 persons in the Government service employed intermittently. 

14 " (c) It shall be the function of the Committee to study 

15 the utilization of hospital and other medical care and services 

16 for which payment may be made under this title with a 

1'7 view to recommending any changes which may seem de

18 sirable in the way in which such care and services are 

19 utilized or in the administration of the programs established 

20 bv this title. or in the nrovisionq of t.liiq tifle The Coin

21 mittee shall make an annual report to the Secretary of the 

22 results of its study, including any recommendations it may 

23 have with respect thereto, and such report shall be trans

24 miitted promptly by the Secretary to the Congress. 

25 "(d) The Committee is authorized to engage such -tech
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nical assistance as may be required to carry out its functions, 

and the Secretary shall, in addition, make available to the 

Committee such secretarial, clerical, and other assistance 

and such pertinent data obtained and prepared by the IDe

partment of Health, Education, and Welfare as the Coin

mittee may require to carry out its functions. 

itDETERMINATIONS; APPEALS 

"SEc. 1869. (a) The determination of whether an 

individual is entitled to benefits under part A or part B, 

and the determination of the amiount of benefits under part A, 

shall be made by the Secretary in accordance with regulations 

prescribed by him. 

" (b) Any individual dissatisfied with any determnina

tion under subsection (a) as to entitlement under part A or 

part B, or as to amount of benefits under part A where the 

matter in controversy is $1,000 or more, shall be entitled 

to a hearing thereon by the Secretary to the same extent as 

is provided in section 205 (b), and to judicial review of the 

Secretary's final decision after such hearing as is provided 

in section 205 (g) . 

" (c) Any institution or agency dissatisfied with any 

determination by the Secretary that it is not a provider of 

services, or with any determination described in section 1866 

(b) (2), shall be entitled to a hearing thereon by the Secre

tary (after reasonable notice and opportunity for hearing) 
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to the same extent as is provided in section 205 (b) , and 

to judicial review of the Secretary's final decision after such 

hearing as is provided in section 205 (g). 

4COVERPAYAITNTS ON BEHlALJF OF INDIVTIDTJAIS 

"SEC. 1870. (a) Any payment under this title to any 

provider of services with respect to any items or services 

furnished any individual shall be regarded as a payment to 

such individual. 

"(b) Where

" (1) more than the correct amount is paid under 

this title to a provider of services or other person for 

items or services furnished an individual and the Secre

tary determines that, within such period as he may 

specify, the excess over the correct amount cannot be 

recouped from such provider of services or other person, 

or 

"(2) any payment has been made under section 

1814 (e) or 1835 (c) to a provider of services or other 

person for items or services furnished an individual, 

proper adjustments shall be made, under regulations pre

scribed (after consultation with the Railroad Retirement 

Board) by the Secretary, by decreasing subsequent pay

ments

" (3) to which such individual is entitled under 
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title 11 of this Act or under the Railroad Retirement 

Act of 1937, as the case may be, or 

" (4) if such individual dies before such adjustment 

has been completed, to which any other individual is 

entitled under title II of this Act or under the Railroad 

Retirement Act of 1937, as the case may be, with re

spect to the wages and self-employment income or the 

compensation constituting the basis of the benefits of 

such deceased individual under title II of such Act. 

As soon as practicable after any adjustment under paragraph 

(3) or (4) is determined to be necessary, the Secretary, 

for purposes of this section, section 1817 (g) , and section 

1834 (f) , shall certify (to the Railroad Retirement Board 

if the adjustment is to be made by decreasing subsequent 

payments under the Railroad Retirement Act of 1937) the 

amount of the overpayment as to which the adjustment is 

to be made. 

"(c) There shall be no adjustment as provided in sub

section (b) (nor shall there be recovery) in any case where 

the incorrect payment has been made (including payments 

under sections 1814 (e) and 18~5 (c) ) with respect to an 

individual who is without fault and where such adjustment 

(or recovery) would defeat the purposes of title II or would 

be against equity and good conscience. 
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"(d) No certifying or disbursing officer shall be held 

liable for any amount certified or paid by him to any pro

vider of services or other person where the adjustment or 

recovery of such amount is waived under subsection (c) or 

where adjustment under subsection (b) is not completed 

prior to the death of all. persons against whose benefits such 

adjustment is authorized. 

" REGTJLATIONS 

"SEC. 1871. The Secretary shall prescribe such regulla

tions as may be necessary to carry out the administration of 

the insurance programs under this title. When used in this 

title, the term 'regulations' means, unless the context other

wise requires, regulations prescribed by the Secretary. 

49APPLICATION OF CERTAIN PROVISIONS OF TITLE II 

"SECc. 1872. The provisions of sections 206, 208, and 

216 (j), and of subsections (a), (d), (e), (f), (h), (i), 

(j) , (k), and (1)of section 205, shall also apply with re

spect to this title to the same extent as they are applicable 

with respect to title II. 

"9DESIGNATION OF ORGANIZATION OR PUBLICATION 

BY NAME, 

"SEC. 1873. Designation in this title, by name, of any 

nongovernmental organization or publication shall not be 

affected by change of name of such organization or pub

lication, and shall apply to any successor organization or 
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publication which the Secretary finds serves the purpose 

for which such designation is made. 

"cADMINISTRATION 

"SEc. 1874. (a) Except as otherwise provided in this 

title, the insurance programs established by this title shall be 

administered by the Secretary. The Secretary may perform 

any of his functions under this title directly, or by contract 

providing for payment in advance or by way of reimburse

ment, and in such installments, as the Secretary may deem 

necessary. 

"(b) The Secretary may contract with any person, 

agency, or institution to secure on a reimbursable basis such 

special data, actuarial information, and other information as 

may be necessary in the carrying out of his functions under 

this title. 

"STUDIES AND RECOMMENDATIONS 

"SE~C. 1875. (a) The Secretary shall carry on studies 

and develop reconmmendations to be submitted from time to 

time to the Congress relating to health care of the a~ged, in

cluding studies and recommendations concerning (1) the 

adequacy of existing personnel and facilities for health care 

for purposes of the programs under parts A and B; (2) 

methods for encouraging the further development of efficient 

and economical forms of health care which are a constructive 

alternative to inpatient hospital care; (3) the effects of the 
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deductibles and coinsurance provisions upon beneficiaries, 

persons who provide health services, and the financing of 

the program; and (4) the desirability of broadening or 

otherwise modifying the provisions of this title which au

thorize payment for additional days of post-hospital extended 

care services in cases where the number of days of inpatient 

hospital services in a spell of illness for which payment is 

made is less than the maximum number of days for which 

such payment could be made. 

" (b) The Secretary shall make a continuing study of 

the operation and administration of the insurance programs 

under parts A and B, and shall transmit to the Congress an

nually a report concerning the operation of such programs." 

(b) If

(1) an individual was eligible to enroll under see

tion 1837 (c) of the Social Security Act before April 1, 

1966, but failed to enroll before such date, and 

(2) it is shown to the satisfaction of the Secretary 

of Health, Education, and Welfare that there was good 

cause for such failure to enroll before Apnril 1. 1916M, 

such individual may enroll pursuant to this subsection at any 

time before October 1, 1966. The determination of what 

constitutes good cause for purposes of the preceding sentence 

shall be made in accordance with regulations of the Secre

tary. In the case of any individual who enrolls pursuant to 
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1 this subsection, the coverage period (within the meaning of 

2 section 1838 of the Social Security Act) shall begin on the 

3 first day of the 6th month after the month in which he so 

4 enrolls. 

5 TRANSITIONAL PROVISION ON ELIGIBILITY OF PRESENTLY 

6 TJNINS1JRED INDIVIDUALS FOR HOSPITAL INSURANCE 

7 BENEFITS 

8 SEC. 103. (a) Anyone who

9 (1) has attained the age of 65, 

10 (2) (A) attained such age before 1968, or (B) has 

:11 not less than 3 quarters of coverage (as defined in title II 

:12 of the Social Security Act or section 5 (1) of the Railroad 

13 Retirement Act of 1937), whenever acquired, for each 

14 calendar year elapsing after 1965 and before the year 

15 in which he attained such age, 

16 (3) is not, and upon filing application for monthly 

17 insurance benefits under section 202 of the Social 

18 Security Act would not be, entitled to hospital insurance 

19 benefits under section 226 of such Act, and is not 

20 certifiable as a qualified railroad retirement beneficiary 

21 under section 21 of the Railroad Retirement Act of 

22 1937 (as added by section 105 (a) of this Act), 

23 (4) is a resident of the United States (as defined 

24 in section 210 (i) of the Social Security Act), and is 

25 a citizen of the United States or an individual who has 
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resided in the United States (as so defined) continu

ously during the 10 years immediately preceding the 

month in which he files application under this section, 

and 

(5) has filed an application under this section in 

such manner and in accordance with such other require

ments as may be prescribed in regulations of the Secre

ta~ry, 

shall (subject to the limitations in this section) be deemed, 

solely for purposes of section 226 of the Social Security Act, 

to be entitled to monthly insurance benefits under such 

section 202 for each month, beginning with the first month 

in which he meets the requirements of this subsection and 

ending with the month in which he dies, or, if earlier, 

the month before the month in which he becomes (or 

upon filing application for monthly insurance benefits 

under section 202 of such Act would become) entitled to 

hospital insurance benefits under section 226 or becomes 

certifiable as a qualified railroad retirement beneficiary. An 

individuial who would have met the prece-ding reqlufcmLLCItS of. 

this subsection in any month had he filed application under 

paragraph (5) hereof before the end of such month shall 

be deemed to have met such requirements in such month 

if he files such application before the end of the twelfth month 

following such month. No application under this section 
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which is filed by an individual before the first month in 

which he meets the requirements of paragraphs (1), (2), 

(3), and (4) shall be accepted as an application for pur

poses of this section. 

(b) The provisions of subsection (a) shall not apply 

to any individual who

(1) is, at the beginning of the first month in which 

he meets the requirements of subsection (a), a member 

of any organization referred to in section 210 (a) (17) 

of the Social Security Act, 

(2) has, prior to the beginning of such first month, 

been convicted of any offense listed in section 202 (u) 

of the Social Security Act, or 

(3) at the beginning of such first month, is 

covered by an enrollment in a health benefits plan under 

the Federal Employees Health Benefits Act of 1959 or 

could have been so covered had he or some other in

dividual availed himiself of opportunities to enroll in a 

health benefits plan under such Act and (where the 

Federal employee has retired) to continue such enroll

ment after retirement. 

(c) There are authorized to be appropriated to the 

Federal Hospital Insurance Trust Fund (established by 

section 1817 of the Social Security Act) from time to time 

such sums as the Secretary deems necessary, on account of
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(1) payments made from such Trust Fund under 

part A of title XVIII of such Act with respect to indi

viduals who are entitled to hospital insurance benefits 

under section 226 of such Act solely by reason of this 

section, 

(2) the additional administrative expenses result

ing therefrom, and 

(3) any loss in interest to such Trust Fund result

ing from the payment of such amounts, 

in order to place such Trust Fund in the same position in. 

which it would have been if the preceding subsections of this 

section had not been enacted. 

SUSPENSION IN CASE OF ALIENS; PERSONS CONVICTED OF 

SUBVERSIVE ACTIVITIES 

SEC. 104. (a) (1) Section 202 (t) of the Social Secu

rity Act is amended by adding at the end thereof the follow

ing new paragraph: 

" (9) No payments shall be made under part A of title 

XVIII with respect to items or services furnished to an indi

vidual in any month for which the prohibition in paragraph 

(1) against payment of benefits to him is applicable (or 

would be if he were entitled to any such benefits) ." 

(2) Section 202 (u) of such Act is amended by striking 

out "and" before the phrase "in determining the amount of 



I any such benefit payable to such individual for any such 

2 month," and inserting after such phrase "and in determining 

3 whether such individual is entitled to insurance benefits under 

4 part A of title XVIII for any such month,". 

5 (b) (1) No payments shall be made under part B of 

6 title XVIII of the Social Security Act with respect to ex

7 penses incurred by an individual during any month for which 

8 such individual may not be paid monthly benefits under title 

9 II of such Act (or for which such monthly benefits would be 

10 suspended if he were otherwise entitled thereto) by reason 

11 of section 202 (t) of such Act (relating to suspension of ben

12 efits of aliens who are outside the United States) . 

13 (2) An individual who has been convicted of any, 

14 offense under (1) chapter 37 (relating to espionage and 

15 censorship) , chapter 105 (relating to sabotage) , or chapter 

16 115 (relating to treason, sedition, and subversive activities) 

17 of title 18 of the United States Code, or (2) section 4, 112, 

18 or 113 of the Internal Security Act of 1950, as amended, 

19 may not enroll under part 13 of title XVIII of the Social 

20 Security Act. 

21 RAILROAD RIETIREMENT AMENDMENTS 

22 SEc. 105. (a) (1) The Railroad Retirement Act of 1937 

23 is amended by adding after section 20 the following new 

24 section: 
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"e[HOSPITALj INSUJRANCE BENEFITS FOR THE AGED 

"SEc. 21. For the purposes of part A of title XVIII 

of the Social Security Act, in order to provide hospital 

insurance benefits for annuitants, pensioners, and certain 

other aged individuals, the Board shall, upon request of the 

Secretary of llealth, Education, and Welfare, certify to the 

Secretary the name of any individual who has attained age 

65 and who (1) is entitled to an annuity or pension under 

this Act, (2) would be entitled to such an annuity had he 

(i) ceased compensated service and (in the case of a spouse) 

had such spouse's husband or wife ceased compensated serv

ice and (ii) applied for such annuity, or (3) bears a rela

tionship to an employee which, by reason of section 3 (e) of 

such Act, has been, or would be, taken into account in calcu

lating the amount of an annuity of such employee or his 

survivors. Such a certification shall include such additional 

information as may be necessary to carry out the provisions 

of part A of title XVIII of the Social Security Act, and shall 

become effective on the date of certification or on such earlier 

date not more than one year prior to the date of certification 

as the Board states that such individual first met the require

ments for certification. The Board shall notify the Secretary 

of the date on which such individual no longer meets the 

requirements of this section." 

(2) For purposes of section 21 of the Railroad Retire
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1L ment Act of 1937 (and sections 1840, 1843, and 1870 of 

2 the Social Security Act) , entitlement to an annuity or pen

3 sion under the Railroad Retirement Act of 1937 shall be 

4 deemed to include entitlement under the Railroad Retirement 

5 Act of 1935. 

6 (b) (1) Section 3201 of the Internal Revenue Code of 

7 1954 (relating to rate of tax on employees under the Rail

8 road Retirement Tax Act) is amended by striking out "the 

9 rate of the tax imposed with respect to wages by section 

10 3101 at such time exceeds the rate provided by paragraph 

11 (2) of such section 3101 as amended by the Social Security 

:12 Amendments of 1956" and inserting in lieu thereof "the rate 

13 of the tax imposed with respect to wages by section 3101 (a) 

14 at such time exceeds 213 percent (the rate provided by para

15 graph (2) of section 3101 as amended by the Social Secu

16 rity Amendments of 1956) ". 

:17 (2) Section 3211 of such Code (relating to the rate of 

18 tax on employee representatives under the Railroad Retire

19 ment Tax Act) is amended by striking out "the rate of the 

20 tax imposed with respect to wages by section 3101 at such 

21 time exceeds the rate provided by paragraph (2) of such 

22 section 3101 as amended by the Social Security Amendments 

23 of 1956" and inserting in lieu thereof "the rate of the tax 

24 imposed with respect to wages by section 3101 (a) at such 

J. 35-001-8 
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1time exceeds 2 3 percent (the rate provided by paragraph 

2 (2) of section 3101 as amended by the Social Security 

3 Amendments of 1956) ". 

4 (3) Section 3221 (b) of such Code (relating to the rate 

5 of tax on employers under the Railroad Retirement Tax Act) 

6 is amended by striking out "the rate of the tax imposed with 

7 respect to wages by section 3111 at such time exceeds the 

8 rate provided by paragraph (2) of such section 3111 as 

9 amended by the Social Security Amendments of 1956" and 

10 insertin& in lieu thereof "the rate of the tax imposed with 

11 respect to wages by section 3111 (a) at such time exceeds 

12 23~ percent (the rate provided by paragraph (2) of section 

13 3111 as amended by the Social Security Amendments of 

14 1956)" 

15 (4) The amendments made by this subsection shall be 

:16 effective with respect to compensation paid for services 

17 rendered after December 31, 1965. 

18 (c) For amendments preserving relationship between 

19 the railroad retirement and old-age, survivors, and disability 

20 mcrirwnon sufystem, seel section 3260 of this Ac.f 

21 MEDICAL EXPENSE DEDUCTION 

22 SEc. 106. (a) Subsection (a) of section 213 of the 

23 Internal Revenue Code of 1954 (relating to allowance of 

24 deduction) is amended to read as follows: 

25 "(a) ALLOWANCE OF DEDUCTION.-There shall be 
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allowed as a deduction the following amounts, not compen

sated for by insurance or otherwise

" (1) the amount by which the amount of the 

expenses paid during the taxable year (reduced by any 

amount deductible under paragraph (2) ) for medical 

care of the taxpayer, his spouse, and dependents (as 

defined in section 152) exceeds 3 percent of the 

adjusted gross income, and 

" (2) an amount (not in excess of $250) equal to 

one-half of the expenses paid during the taxable year for 

insurance which constitutes medical care for the tax

payer, his spouse, and dependents." 

(b) The second sentence of section 213 (b) of such 

Code (relating to limitation with respect to medicine and 

drags) is repealed. 

(c) Section 213 (e) of such Code (relating to defini

tions) is amended by renumbering paragraph (2) as 

paragraph (4), and by striking out paragraph (1) and 

inserting in lieu thereof the following: 

"(1) The term 'medical care' means amounts paid

" (A) for the diagnosis, cure, mitigation, treat

ment, or prevention of disease, or for the purpose of 

affecting any structure or function of the body, 

" (B) for transportation primarily for and es
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1 sential to medical care referred to in subparagraph 

2 (A),or 

3 "(C) for insurance (including amounts paid as 

4 premiums under part B of title XVIII of the Social 

5 Security Act, relating to supplementary health in

6 surance for the aged) covering medical care re

7 ferred to in subparagraphs (A) and (B). 

8 " (2) In the case of an insurance contract under 

9 which amounts are payable for other than medical care 

10 referred to in subparagraphs (A) and (B) of para

11 graph (1) -

12 "(A.) no amount shall be treated as paid for 

13 insurance to which paragraph (1) (C) applies un

14 less the charge for such insurance is separately 

15 stated in the contract, 

16 " (B) the amount taken into account as the 

17 amount paid for such insurance shall not exceed 

18 such charge, and 

19 "(C) no amount shall be treated as paid for 

20 such inssuraonce. if thNe, amount speciied MInthe con

21 tract as the charge for such insurance is unreason

22 ably large in relation to the total charges under the 

23 contract. 

24 " (3) Subject to the limitations of paragraph (2), 

25 premiums paid during the taxable year by a taxpayer 
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before he attains the age of 65 for insurance covering 

medic~al care (within the meaning of subparagraphs 

(A) and (B) of paragraph (1) ) for the taxpayer, 

his spouse, or a dependent after the taxpayer attains 

the age of 65 shall be treated as expenses paid during 

the taxable year for insurance which constitutes medical 

care if premiums for such insurance are payable (on 

a level payment basis) under the contract for a period 

of 10 years or more or until the year in which the 

taxpayer attains the age of 65 (but in no case for a 

period of less than 5 years) ." 

(d) Section 213 (g) of such Code (relating to maxi

mum limitation if taxpayer or spouse has attained age 65 and 

is disabled) is amended

(1) by striking out "Has Attained Age 65 and" in 

the heading; 

(2) by striking out "has attained the age of 65 

before the close of the taxable year and" each place 

it appears in the text; and 

(3) by striking out "have attained the age of 65 

before the close of the taxable year and" in paragraph 

(1) (B). 

(e) The amendments made by this section shall apply 

to taxable years beginning after December 31, 1966. 
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1 RECEIPTS FOR EMPLOYEES MUST SIHOW TAXES SEPARATELY 

2 SEC. 107. Section 6051 (c) of the Internal Revenue 

3 Code of 1954 (relating to additional requirements) is 

4 amended by adding at the end thereof the following new 

5 sentence: "The statements required under this section shall 

6 also show the proportion of the total amount withheld as tax 

7 under section 3101 which is for financing the cost of hospital 

8 insurance benefits under part A of title XVIII of the Social 

9 Security Act." 

10 TECHNICAL AND ADMINISTRATIVE AMENDMENTS RELATING 

11 TO TRUST FUNDS 

12 SEC. 108. (a) (1) Section 201 (a) (3) of the Social 

16 Security Act is amended by inserting " (other than sections 

14 3101 (b) and 3 111 (b) )"after "chapter 21" each place it 

15 appears therein. 

16 (2) Section 201 (a) (4) of such Act is amended by 

17 inserting " (other than section 1401 (b) )"after "chapter 2" 

18 and after "such subchapter or chapter" 

19 (3) Section 201 (g) (1) of such Act is amended to 

20 read as follows. 

21 " (1) (A) There are authorized to be made available 

22 for expenditure, out of any or all of the Trust Funds (which 

23 for purposes of this. paragraph shall include also the Federal 

24 Hospital Insurance Trust Fund and the Federal Supple

25 mentary Health Insurance Benefits Trust Fund established 
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by title XVIII) , such amounts as the Congress may deem 

appropriate to pay the costs of the part of the adminis

tration of this title and title XVIII for which the Secretary of 

Health, Education, and Welfare is responsible. During each 

fiscal year or after the close of such fiscal year (or at both 

times), the Secretary of Health, Education, and Welfare 

shall analyze the costs of administration of this title and 

title XVIII during the appropriate part or all of such fiscal 

year in order to determine the portion of such costs which 

should be borne by each of the Trust Funds and shall certify 

to the Managing Trustee the amount, if any, which should be 

transferred among such Trust Funds in order to assure that 

each of the Trust Funds bears its proper share of the costs 

incurred during such fiscal year for the part of the adminis

tration of this title and title XVIII for which the Secretary 

of Health, Education, and Welfare is responsible. The 

Managing Trustee is authorized and directed to transfer any 

such amount (determined under the preceding sentence) 

among such Trust Funds in accordance with any certification 

so made. 

" (B) The Managing Trustee is directed to pay from the 

Trust Funds into the Treasury the amounts estimated by him 

which will be expended, out of moneys appropriated from 

the general funds in the Treasury, during each calendar 

quarter by the Treasury Department for the part of the 
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1 administration of this title and title XVIII 'for which the 

2 Treasury Department is responsible and for the administra

3 tion of chapters 2 and 21 of the Internal Revenue Code of 

4 1954. Such payments shall be covered into the Treasury 

5 as repayment to the account for reimbursement of expenses 

6 incurred in connection with such administration of this title 

7 and title XVIII and chapters 2 and 21 of the Internal 

8 Revenue Code of 1954." 

9 (4) Section 201 (g) (2) of such Act is amended by 

10 inserting after "the amount estimated by him as taxes" the 

11 following: "imposed under section 3101 (a) " 

12 (5) Section 201 (h) of such Act is amended by insert

1-3 ing " (other than section 226) " after "this title". 

14 (b) Section 218 (h) (1) of such Act is amended by 

15 striking out "Trust Funds in the ratio in which amounts are 

16 appropriated to such Funds pursuant to subsections (a) (3) 

17 and (b) (1) of section 201" and inserting in lieu thereof 

18 "Trust Funds and the Federal Hospital Insurance Trust 

19 Fund in the ratio in which amounts are appropriated to such 

20 Funds pursuant to subsection (a) (3) of section 201, subsec

21 tion (b) (1) of such section, and subsection (a) (1) of 

22 section 1817, respectively". 

23 (c) Section 1106 (b) of such Act is amended by striking 

24 out "and the Federal Disability Insurance Trust Fund" and 

25 inserting in lieu thereof ", the Federal Disability Insurance 
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Trust Fund, the Federal Hospital Insurance Trust Fund, 

and the Federal Supplementary Health Insurance Benefits 

Trust Fund". 

ADVISORY COTJNCILJ ON SOCIAL SECURITY 

SEC. 109. (a) Title VII of the Social Security Act is 

amended by adding at the end thereof the following new 

section: 

"cADVISORY COUNCIL ON SOCIAL SECURITY 

"SEC. 706. (a) During 1968 and every fifth year there

after, the Secretary shall appoint an Advisory Council on 

Social Security for the purpose of reviewing the status of 

the Federal Old-Age and Survivors Insurance Trust Fund, 

the Federal Disability Insurance Trust Fund, the Federal 

Hospital Insurance Trust Fund, and the Federal Supple

mentary Health Insurance Benefits Trust Fund in relation to 

the long-term commitments of the old-age, survivors, and dis

ability insurance program and the programs under parts A 

and B of title XVIII, and of reviewing the scope of coverage 

and the adequacy of benefits under, and all other aspects of, 

these programs, including their impact on the public assist

ance programs under this Act. 

" (b) Each such Council shall consist of the Commis

sioner of Social Security, as Chairman, and 12 other persons, 

appointed by the Secretary without regard to the civil serv

ice laws. The appointed members shall, to the extent pos
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sible, represent organizations of employers and employees in 

equal numbers, and represent self-employed persons and the 

public. 

" (c) (1) Any Council appointed hereunder is author

ized to engage such technical assistance, including actuarial 

services, as may be required to carry out its functions, and 

the Secretary shall, in addition, make available to such 

Council such secretarial, clerical, and other assistance and 

such actuarial and other pertinent data prepared by the 

Department of Health, Education, and Welfare as it may 

require to carry out such functions. 

"(2) Appointed members of any such Council, while 

serving on business of the Council (inclusive of travel time), 

shall receive compensation at rates fixed by the Secretary, but 

not exceeding $100 per day and, while so serving away from 

their homes or regular places of business, they may be 

allowed travel expenses, including per diem in lieu of sub

sistence, as authorized by section 5 of the Administrative 

Expenses Act of 1946 (5 U.S.C. 73b-2) for persons in the 

Government employed intermittently. 

"(d) Each such Council shall submit reports of its find

ings and recommendations to the Secretary not later than 

-January 1 of the second year after the year in which it is 

appointed, and such reports and recommendations shall 

thereupon be transmitted to the Congress and to the Board of 
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Trustees of each of the Trust Funds. The reports required 

by this subsection shall include

"(1) a separate report with respect to the old-age, 

survivors, and disability insurance program under title 

II and of the taxes inposed under sections 1401 (a), 

3101 (a), and 3111 (a) of the Internal Revenue Code 

of 1954, 

" (2) a separate report with respect to the hospital 

insurance program under part A of title XVIII and of 

the taxes imposed by sections 1401 (b), 3101 (b), and 

3111 (b) of the Internal Revenue Code of 1954, and 

" (3) a separate report with respect to the supple

mentary health insurance benefits program established 

by part B of title XVIII and of the financing thereof. 

After the date of the transmittal to the Congress of the re

ports required by this subsection, the Council shall cease to 

exist." 

(b) Effective January 1, 1966, section 116 (e) of the 

Social Security Amendments of 1956 is repealed. 

MEANING OF TERM ccSECRETARY ~P 

SEC. 110. As used in this Act, and in the provisions of 

the Social Security Act amended by this Act, the term "Sec

retary", unless the context otherwise requires, means the 

Secretary of Health, Education, and Welfare. 
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PART 2-GRANTS TO STATES FOR. MEDICAL ASSISTANCE


PROGRAMS 

ESTABLISHMENT OF PROGRAMS 

SEC. 121. (a) The Social Security Act is amended by 

adding at the end thereof (after the new title XVIII added 

by section 102) the following new title: 

"TITLE XIX-GRANTS TO STATES FOR MEDICAL 

ASSISTANCE PROGRAMS 

"9APPROPRIATION 

"SEC. 1901. For the purpose of enabling each State, as 

far as practicable under the conditions in such State, to fur

nish (1) medical assistance on behalf of families with de

pendent children and of aged, blind, or permanently and 

totally disabled individuals, whose income and resources are 

insufficient to meet the costs of necessary medical services, 

and (2) rehabilitation and other services to help such fain

ilies and individuals attain or retain capability for i-ndepend-, 

ence or self-care, there is hereby authorized to be appropri

ated for each fiscal year a sum sufficient to carry out the 

purposes of this title. The sums made available under this 

section shall be used for making payments to' States 

which have submitted, and had approved by the Secretary 

of Health, Education, and Welfare, State plans for medical 

assistance. 
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"eSTATE PLANS FOR MEDICAL ASSISTALNCE 

"SEC. 1902. (a) A State plan for medical assistance 

must

" (1) provide that it shall be in effect in all political 

subdivisions of the State, and, if administered by them, 

be mandatory upon them; 

"(2) provide for financial participation by the State 

equal to not less than 40 per centum of the non-FederalI 

share of the expenditures under the plan with respect to 

which payments under section 1903 are authorized by 

this title; and, effective July 1, 1970, provide for 

financial participation by the State equal to all of such 

non-Federal share; 

" (3) provide for granting an opportunity for a fair 

hearing before the State agency to any individual whose 

claim for medical assistance under the plan is denied or 

is not acted upon with reasonable promptness; 

" (4) provide such methods of administration (in

cluding methods relating to the establishment and main

tenance of personnel standards on a merit basis, except 

that the Secretary shall exercise no authority with respect 

to the selection, tenure of office, and compensation of any 

individual employed in accordance with such methods, 

and including provision for utilization of professional 
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medical personnel in the administration and, where ad

ministered locally, supervision of administration of the 

plan) as are found by the Secretary to be necessary for 

the proper and efficient operation of the plan; 

" (5) provide that the State agency administering 

or supervising the administration of the plan of such 

State approved under title I, or under title XVI (inso

far as it relates to the aged), shall administer or super

vise the administration of the plan for medical assist

ance; and that any local agency administering the plan 

of such State approved under title I, or under title XVI 

(insofar as it relates to the aged), in a political sub

division, shall-administer the plan for medical assistance 

in such subdivision; 

"(6) provide that the State agency will make such 

reports, in such form and containing such information, 

as the Secretary may from time to time require, and 

comply with such provisions as the Secretary may from 

time to time find necessary to assure the correctness and 

verification of such reports; 

"(7) provide safeguards which restrict the use or 

disclosure of information concerning applicants and 

recipients to purposes directly connected with the admin

istration of the plan; 

"(8) provide that all individuals wishing to make 
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application for medical assistance under the plan shall 

have opportunity to do so, and that such assistance shall 

be furnished with reasonable promptness to all eligible 

individuals; 

" (9) provide for the establishment or designation 

of a State authority or authorities which shall be respon

sible for establishing and maintaining standards for 

private or public institutions in which recipients of 

medical assistance under the plan may receive care or 

services; 

" (10) provide for making medical assistance avail

able to all individuals receiving aid or assistance under 

State plans approved under titles I, IV, X, XIV, and 

XVI; and

" (A) provide that the medical assistance made 

available to individuals receiving aid or assistance 

under any such State plan

" (i) shall not be less in amount, duration, 

or scope than the medical assistance made avail

able to individuals receiving aid or assistance 

under any other such State plan, and 

" (ii) shall not be less in amount, dura

tion, or scope than the medical assistance made 

available to individuals not receiving aid or 

assistance under any such plan; and 
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1 "(B) if medical assistance is included for any 

2 gvroup of individuals who are not receiving aid or 

3 assistance under any such State plan and who do not 

4 meet the income and resources requirements of the 

5 one of such State plans which is appropriate, as 

6 determined in accordance with standards prescribed 

7 by the Secretary, provide

8 "(i) for making medical assistance avail

9 able to all individuals who would, if needy, be 

10 eligible for aid or assistance under any such 

11 State plan and who have insufficient (as deter

12 mined in accordance with comparable stand

13 ards) income and resources to meet the costs of 

14 necessary medical care and services, and 

15 "(ii) that the medical assistance made 

16 available to all individuals not receiving a-id or 

17 assistance under any such State plan shall be 

18 equal in amount, duration, and scope; 

19 "(11) provide for entering into cooperative arrange

20 ments with the State agencies responsible for administer

21 ing or supervising the administration of' health services 

22 and vocational rehabilitation services in the State looking 

23 toward maximum utilization of such services in the 

24 provision of medical assistance under the plan; 

25 "(12) provide that, in determhining whether an 
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individual is blind, there shall be an examination by a 

physician skilled in the diseases of the eye or by an 

optometrist, whichever the individual may select; 

"(13) provide for inclusion of some institutional and 

some noninstitutional care and services, and, effective 

July 1, 1967, provide (A) for inclusion of at least the 

care and services listed in clauses (1) through (5) of 

section 1905 (a), and (B) for payment of the reason

able cost (as determined in accordance with standards 

approved by the Secretary and included in the plan) of 

inpatient hospital services provided under the plan; 

" (14) provide that (A) no deduction, cost sharing, 

or similar charge will be imposed under the plan on the 

individual with respect to inpatient hospital services 

furnished him under the plan, and (B) any deduction, 

cost sharing, or similar charge imposed under the plan 

with respect to any other medical assistance furnished 

him thereunder, and any enrollment fee, premium, or 

similar charge imposed under the plan, shall be reason

ably related (as determined in accordance with stand

ards approved by the Secretary and included in the 

plan) to the recipient's income or his income and 

resources; 

" (15) in the case of eligible individuals 65 years 

J. 35-001-9 
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1 of age or older -who are covered by either or both of 

2 the insurance programs established by title XVIII, 

3 provide

4 "(A) for meeting the full cost of any deductible 

5 imposed with respect to any such individual under 

6 the insurance program established by part A of such 

7 title; and 

8 " (B) where, under the plan, all of any de

9 ductible, cost sharing, or similar charge imposed 

10 with respect to any such individual under the insur-

II ance program established by part B of such title 

:12 is not met, the portion thereof which is met shall 

13 be determined on a basis reasonably related (as 

14 determined in accordance with standards approved 

15 by the Secretary and included in the plan) to such 

16 individual's income or his income and resources; 

17 " (16) provide for inclusion, to the extent required 

18 by regulations prescribed by the Secretary, of provisions 

19 (conforming to such regulations) with respect to the 

20 fu-rn~~ishing Tfmei~cal. assistAonc un1der the pla tom 

21 dividuals who are residents of the State but are absent 

22 therefrom; 

23 " (17) include reasonable standards (which shall 

24 be comparable for all groups) for determining eligibility 

25 for and the extent of medical assistance under the plan 
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which (A) are consistent with the objectives of this 

title, (B) provide for taking into account only such 

income and resources as are, as determined in accord

ance with standards prescribed by the Secretary, avail

able to the applicant or recipient and (in the case of 

-any applicant or recipient who would, if he met the 

requirements as to need, be eligible for aid or assistance 

in the form of money payments under a State plan ap

proved under title I, IV, X, XIV, or XVI) as would 

not be disregarded (or set aside for future needs) in 

determining his eligibility for and amount of such aid 

or assistance under such plan, (C) provide for reason

able evaluation of any such income or resources, and 

(D) do not take into account the financial responsibility 

of any individual for any applicant or recipient of assist

ance under the plan unless such applicant or recipient 

is such individual's spouse or such individual's child 

who is under age 21 or is blind or permanently and 

totally disabled; and provide for flexibility in the ap

plication of such standards with respect to income by 

taking into account, except to the extent prescribed 

by the Secretary, the costs (whether in the form of 

insurance premiums or otherwise) incurred for medical 

care or for any other type of remedial care recognized 

under State law; 
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1 "(18) provide that no lien may be imposed against 

2 the property of any individual prior to his death on 

3 account of medical assistance paid or to be paid on his 

4 behalf under the plan (except pursuant to the judgment 

5 of a court on account of benefits incorrectly paid on 

6 behalf of such individual), and that there shall be no ad

'7 justment or recovery (except, in the case of an indi

8 vidual who was 65 years of age or older when he received 

9 such assistance, from his estate, and then only after the 

10 death of his surviving spouse, if any, and only at a time 

11 when he has no surviving child who is under age 21 or is 

12 blind or permanently and totally disabled) of any medi

13 cal assistance correctly paid on behalf of such individual 

14 under the plan; 

15 " (19) provide such safeguards as may be necessary 

16 to assure that eligibility for care and services under the 

1'7 plan will be determined, and such care and services will 

18 be provided, in a manner consistent with simplicity of 

19 administration and the best interests of the recipients; 

20 "(20'1 if tAhqfots.t Awhn 6e-lipi-p' Tmat1en nQQm'nni

21 in behalf of individuals 65 years of age or older who are 

22 patients in institutions for tuberculosis or mental 

23 diseases

24 "(A) provide for having in effect such agree

25 ments or other arrangements with State authorities 
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concerned with mental diseases or tuberculosis (as 

the case may be), and, where appropriate, with'such 

institutions, -as may be necessary for carrying out 

the State plan, including arrangements for joint 

planning and for development of alternate methods 

of care, arrangements providing assurance of im

mediate readmittance to institutions where needed 

for individuals under alternate plans of care, and 

arrangements providing for access to patients and 

facilities, for furnishing information, and for making 

reports; 

" (B) provide for an individual plan for each 

such patient to assure that the institutional care 

provided to him is in his best interests, including, to 

that end, -assurances that there will be initial and 

periodic review of his medical and other needs, that 

he will be given appropriate medical treatment 

within the institution, and that there will be a peri

odical determination of his need for continued treat

ment in the institution; 

"(0) provide for the development of alternate 

plans of care, making maximum utilization of avail

able resources, for recipients 65 years of age or 

older who would otherwise need care in such insti

tations, including appropriate medical treatment and 
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1 other aid or assistance;- for services referred to in 

2 section 3 (a) (4) (A) (i) and (ii) or section 1603 

3 (a) (4) (A) (i) and (ii) which are appropriate 

4 for such recipients and for such patients; and for 

5 methods of administration necessary to assure that 

6 the responsibilities of the State agency under the 

7 State plan with respect to such recipients and such 

8 patients will be effectively carried out; and 

9 " (D) provide methods of determining the rea

10 sonable cost of institutional care for such patients; 

11 and 

12 "(21) if the State pla~n includes medical assistance 

13 in behalf of individuals 65 years of age or older who 

:14 are patients in public institutions for mental diseases, 

15 show that the State is makiing satisfactory progress 

16 toward developing and implementing a comprehensive 

17 mental health program, including provision for utiliza

18 tion of community mental health centers, nursing homes, 

19 and other alternatives to care in public institutions for 

20 mental diseases. 

21L Notwithstanding paragraph (5), if on January 1, 1965, and 

22 on the date on which a State submits its plan for approval 

23 under this title, the State agency which administered or 

24 supervised the administration of the plan of such State ap

25 proved under title X (or title XVI, insofar as it relates 
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to the blind) was different from the State agency which 

administered or supervised the administration of the State 

plan approved under title I (or title XVI, insofar as it 

relates to the aged), the State agency which administered 

or supervised the administration of such plan approved under 

title X (or title XVI, insofar as it relates to the blind) 

may be designated to administer or supervise the administra

tion of the portion of the State plan for medical assistance 

which relates to blind individuals and the State agency 

which administered or supervised the administration of such 

plan approved under title I (or title XVI, insofar as it 

relates to the aged) may be established or designated to 

administer or supervise the administration of the rest of 

the State plan for medical assistance; and in such case 

the part of the plan which each such agency administers, 

or the administration of which each such agency supervises, 

shall be regarded as a separate plan for purposes of this 

title (except for purposes of paragraph (10) ). 

" (b) The Secretary shall approve any plan which ful

ifills the conditions specified in subsection (a) , except that 

he shall not approve any plan which imposes, as a condition 

of eligibility for medical assistance under the plan

"(1) an age requirement of more than 65 years; or 

"(2) effective July 1, 1967, any age requirement 

which excludes any individual who has not attained the 
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1 age of 21 and is or would, except for the provisions of 

~2 section 406 (a) (2), be a dependent child under title 

3 IV; or 

4 " (3) any residence requirement which excludes any 

5 individual who resides in the State; or 

6 " (4) any citizenship requirement which excludes 

7 any citizen of the United States. 

8 " (c) Notwithstanding subsection (b), the Secretary 

9 shall not approve any State plan for medical assistance if he 

10 determines that the approval and operation of the plan will 

11 result in a reduction in aid or assistance (other than so much 

12 of the aid or assistance as is provided for under the plan of 

13 the State approved under this title) provided for eligible in

14 dividuals under a plan of such State approved under title I, 

15 IV, X, XIV, or XVI. 

16 itPAYMrENT TO STATES 

17 "SEc. 1903. (a) From the sums appropriated therefor., 

18 the Secretary (except as otherwise provided in this section 

19 and section 1117) shall pa~y to each State which has a plan 

20 approved under this title, for each quarter, beginning with 

21 the quarter commencing January 1, 1966

22 " (1) an amount equal to the Federal medical 

23 assistance percentage (as defined in section 1905 (b) ) 

24 of the total amount expended during such quarter as 

25 medical assistance under the State plan (including ex
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penditures for premiums under part B of title XVIII, 

for individuals who are re~cipients of money payments 

under a State plan approved under title I, IV, X, XIV, 

or XVI, and other insurance premiums for medical or 

any other type of remedial care or the cost thereof) 

plus 

" (2) an amount equal to 75 per centum of so much 

of the sums expended during such quarter (as found 

necessary by the Secretary for the proper and efficient 

administration of the State plan) as are attributable to 

compensation of skilled professional medical personnel, 

and staff directly supporting such personnel, of the State 

agency (or of the local agency administering the State 

plan in the political subdivision) ; plus 

" (3) an amount equal to 50 per centum of the 

remainder of the amounts expended during such quarter 

as found necessary by the Secretary for the proper and 

efficient administration of the State plan. 

" (b) Notwithstanding the preceding provisions of this 

section, the amount determined under such provisions for 

any State for any quarter -which is attributable to expendi

tures with respect to individuals 65 years of age or older who 

are patients in institutions for tuberculosis or mental diseases 

shall be paid only to the extent that the State makes a show

ing satisfactory to the Secretary that total expendi
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-1 tures from Federal, State, and local sources for men

2 tal health services (including payments to or in- behalf of 

3 individuals with mental health problems) under State and 

4 local public health and public welfare programs for such quar

5 ter exceed the average of the total expenditures from such 

6 sources for such services under such programs for each quar

7 ter of the fiscal year ending June 30, 1965. For purposes of 

8 this subsection, expenditures for such services for each quar

9 ter in the fiscal year ending June 30, 1965, in the case of 

10 any State shall be determined on the basis of the latest data, 

11 satisfactory to the Secretary, available to him at the time of 

12 the first determination by him under this subsection for such 

13 State; and expenditures for such services for any quarter 

14 beginning after December 31, 1965, in the case of any 

15 State shall be determined on the basis of the latest data, 

16 satisfactory to the Secretary, available to him at the time 

17 of the determination under this subsection for such State for 

18 such quarter; and determinations so made shall be conclusive 

19 for purposes of this subsection. 

20 "(r' I1 Tf tfhP RA11 AfA-rX finAt ron flin h0 0i~ nT satifac

21 tory information furnished by a State, that the Federal med

22 ical assistance percentage for such State applicable to any 

23 quarter in the period beginning January 1, 1966, and ending 

24 with the close of June 30, 1969, is less than 105 per centum 

25 of the Federal -share of medical expenditures by the State 
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.1 during the fiscal year ending June 30, 1965 (as determined 

2 under paragraph (2) ), then 105 per centmn of such Federal 

3 share shall be the Federal medical assistance percentage (in

4 stead of the percentage determined under section 1905 (b) ) 

5 for such State for such quaxter and each quarter thereafter 

6 occurring in such period and prior to the first quarter with 

7 respect to which such a finding is not applicable. 

8 " (2) For purposes of paragraph (1) , the Federal share 

9 of medical expenditures by a State during the fiscal year 

10 ending June 30, 1965, means the percentage which the ex

11 cess of

12 " (A) the total of the amounts determined under 

13 sections 3, 403, 1003, 1403, and 1603 with respect to 

14 expenditures by such State during such year as aid or 

15 assistance under its State plans approved under titles I, 

16 IV, X, XIV, and XVI, over 

17 " (B) the total of the amounts which would have 

18 been determined under such sections with respect to 

19 such expenditures during such year if expenditures as aid 

20 or assistance in the form of medical or any other type of 

21 remedial care had not been counted, 

22 is of the total. expenditures as aid or assistance in the form 

23 of medical or any other type of remedial care under such 

24 plans during such year. 

25 " (d) (1) Prior to the beginning of each quarter, the 
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Secretary shall estimate the amount to which a State will 

be entitled under subsections (a), (b), and (c) for such 

quarter, such estimates to be based on (A) a report friled by 

the State containing its estimate of the total sum to be ex

pended in such quarter in accordance with the provisions of 

such subsections, and stating the amount appropriated or 

made available by the State and its political subdivisions for 

such expenditures in such quarter, and if such amount is less 

than the State's proportionate share of the total sum of such 

estimated expenditures, the source or sources from which 

the difference is expected to be derived, and (B) such other 

investigation as the -Secretary may find necessary. 

" (2) The Secretary shall then pay to the State, in 

such installments as he may determine, the amount so esti

mated, reduced or increased to the extent of any overpay

ment or underpayment which the Secretary determines was 

made under this section to such State for any prior quarter 

and with respect to which adjustment has not already been 

made under this subsection. 

" (3) The pro rata share to which the United States is 

equitably entitled, as determined by the Secretary, of the net 

amount recovered during any quarter by the State or any 

political subdivision thereof with respect to medical assistance 

furnished under the State plan shall be considered an over

payment to be adjusted under this subsection. 
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"(4) Upon the making Of any, estimate by the Secretary 

under this subsection, any appropriations available for pay

ments under this section shall be deemed obligated. 

" (e) The Secretary shall not make payments under the 

preceding provisions of this section to any State unless the 

State makes a satisfactory showing that it is making efforts in 

the direction of broadening the scope of the ca-re and services 

made available under the plan and in the direction of liberal

iz'ing the eligibility requirements for medical assistance, with 

a view toward furnishing by July 1, 1975, comprehensive 

care and services to substantially all individuals who meet 

the plan's eligibility standards with respect to income and 

resources, including services to enable such individuals to 

attain or retain independence or self-care. 

"OPERATION OF STATE PLANS 

"SEc. 1904. If the Secretary, after reasonable notice 

and opportunity for hearing to the State agency administer

ing or supervising the administration of the State plan 

approved under this title, finds

" (1) that the plan has been so changed that it no 

longer complies with the provisions of section 1902; or 

" (2) that in the administration of the plan there is 

a failure to comply substantially with any such provision; 

-the Secretary shall notify such State agency that further 

payments will not b)e made to the State (or, in his discretion, 
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that payments will be limited to categories under or paxts of 

the State plan not affected by such failure), until the Secre

tary is satisfied that there will no longer be any such failure 

to comply. 'Until he is so satisfied he shall make no further 

payments to such State (or shall limit payments to categories 

under or parts of the State plan not affected by such failure). 

"9DEFINITIONS 

"SEc. 1905. For purposes of this title

" (a) The term 'medical assistance' means payment of 

part or all of the cost of the following care and services (if 

provided in or after the third month before the month in 

which the recipient makes application for assistance) for in

dividuals who, except for section 406 (a) (2), are (or would, 

if needy, be) dependent children under title IV (and are 

under the age of 2 1) or who are relatives specified in sec

tion 406 (b) (1) with whom such children are living, or who 

are 65 years of age or older, are blind, or are 18 years of 

age or older and permanently and totally disabled, but whose 

income and resources are insufficient to meet all of such 

cost-

" (1) inpatient hospital services; 

" (2) outpatient hospital services; 

" (3) other laboratory and X-ray services; 

" (4) skilled nursing home services; 

" (5) physicians' services, whether furnished in the 
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office, the patient's home, a hospital, or a skilled nursing 

home, or elsewhere; 

" (6) medical care, or any other type of remedial 

care recognized under State law, furnished by licensed 

practitioners within the scope of their practice as defined 

by State law; 

" (7) home health care services;


" (8) private duty nursing services;


" (9) clinic services;


" (10) dental services;


" (11) physical therapy and related services;


" (12) prescribed drugs, dentures, and prosthetic


devices; and eyeglasses prescribed by a physician skilled 

in diseases of the eye or by an optometrist, whichever 

the individual may select; 

" (13) other diagnostic, screening, preventive, and 

rehabilitative services; and 

" (14) any other medical care, and any other type 

of remedial care recognized under State law, specified 

by the Secretary; 

except that such termn does not include

" (A) any such payments with respect to care or 

services for any individual who is an inmate of a -public 

institution (except as a patient in a medical institution) 

or 
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"(B) any such payments with respect to care or 

services for any individual who has not attained G5 years 

of age and who is a patient in an institution for tubercu

losis or mental diseases. 

" (b) The term 'Federal medical assistance percentage' 

for any State shall be 100 per centutm less the State per

centage; and the State percentage shall be that percentage 

which bears the same ratio to 45 per centum as the square 

of the per capita income of such State bears to the square-of 

the per capita income of the continental U~nited States (in

cluding Alaska) and Hawaii; except that (1) the Federal 

medical assistance percentage shall in no case be less than 50 

per centum or more than 83 per centum, and (2) the Fed

eraJ medical assistance percentage for Puerto Rico, the Vir

gin Islands, and Guam shall be 55 per centum. The Federal 

medical assistance percentage for any State shall be deter-

m-ined and promulgated in accordance with the provisions of 

subparagraph (B) of section 1101 (a) (8) ; except that the 

Secretary shall promulgate such percentage as soon as pos

sible after the enactment of this title, which promulgation 

shall be conclusive for each of the six quaxters in the period 

beginning January 1, 1966, and ending with the close of 

June 30, 1967." 

(b) No payment may be made to any State under 

title I, IV, X, XIV, or XVI of the Social Security Act 
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with respect to aid or assistance in the form of medical or 

any other type of remedial care for any period for which 

such State receives payments under title XIX of such Act, 

or for any period after June 30, 1967. 

(c) (1) Effective January 1, 1966, section 1101 (a) 

(1) of the Social Security Act is amended by striking out 

"and XVI" and inserting in lieu thereof "XVI, and XIX". 

(2) Section 1109 of such Act is amended by adding at 

the end thereof the following new sentence: "Any amount 

which is disregarded (or set aside for future needs) in deter

mining eligibility for and amount of the aid or assistance for 

any individual under a State plan approved under title I, 

IV, X, XIV, XVI, or XIXK shall not be taken into con

sideration in determining the eligibility for or amount of 

medical assistance for any other individual under a State 

plan approved under title XIX." 

(3) Effective January 1, 1966, section 1115 of such 

Act is amended by striking out "or XVI", "or 1602", and 

"or 1603" and inserting in lieu thereof "XVI, or XIX", 

"1602, or 1902", and "1603, or 1903", respectively. 

PAYMENT BY STATES OF PREMIUMS FOR SUPPLEMENTARY 

HEALTH INSURANCE 

SEC. 122. Sections 3 (a) , 403 (a) , 1003 (a) , 1403 (a) , 

and 1603 (a) of the Social Security Act are each amended 

J. 35-001-10 
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1 by inserting "premiums under part B of title XVIII for in

2 dividuals who are recipients of money payments under such 

3 plan and other" after "expenditures for" in the parenthetical 

4 phrase appearing in so much of paragraph (1) thereof as 

5 precedes clause (A). 

6 TITLE II-OTHER AMENDMENTS RELATING TO 

7 HEALTH CARE 

8 PART 1-MATERNAL AND CHILD HEALTH AND CRIPPLED 

9 CHILDREN'S SERVICES 

10 INCREASE IN MATERNAL AND CHILD HEALTH SERVICES 

11 SEC. 201. (a) The first sentence of section 501 of 

.12 the Social Security Act is amended by striking out 

13 "$40,000,000" and all that follows and inserting in lieu 

14, thereof "$45,000,000 for the fiscal year ending June 30, 

15 1966, $50,000,000 for the fiscal year ending June 30, 1967, 

16 $55,000,000 for the fiscal year ending June 30, 1968, 

17 $55,000,000 for the fiscal year ending June 30, 1969, and 

18 $60,000,000 for the fiscal year ending June 30, 1970, and 

19 succeeding fiscal years." 

20 () Setio 504 ofuch Act is amiended by addin at 

21 the end thereof the following new subsection: 

22 " (d) Notwithstanding the preceding provisions of this 

23 section, no payment shall be made to any State thereunder 

24 for any period after June 30, 1966, unless it makes a satis
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factory showing that the State is extending the provision of 

maternal and child health services in the State with a view 

to making such services available by July 1, 1975, to 

children in all parts of the State." 

INCREASE IN CRIPPLED CHILDREN'S SERVICES 

SEC. 202. (a) The first sentence of section 511 of the 

Social Security Act is amended by striking out "c$40,

000,000" and all that follows and inserting in lieu thereof 

"$45,000,000 for the fiscal year ending June 30, 1966, 

$50,000,000 for the fiscal year ending June 30, 1967, 

$55,000,000 for the fiscal year ending June 30, 1968, 

$55,000,000 for the fiscal year ending June 30, 1969, and 

$60,000,000 for the fiscal year ending June 30, 1970, and 

succeeding fiscal years." 

(b) Section 514 of such Act is amended by adding at 

the end thereof the following new subsection: 

" (d) Notwithstanding the preceding provisions of this 

subsection, no payment shall be made to any State there

under for any period after June 30, 1966, unless it makes 

a satisfactory showing that the State is extending the pro

vision of crippled children's services in the State with a 

view to making such services available by July 1, 1975, to 

children in all parts of the State." 
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1 TRAINING OF PROFESSIONAL PERSONNEL FOR THE CARE OF 

2 CRIPPLED CHILDREN 

3 SEm. 203. (a) Part 2 of title V of the Social Security 

4 Act is amended by adding at the end thereof the following 

5 new section: 

6 49TRAINING OF PROFESSIONAL PERSONNEL 

'7 "SEC. 516. There are authorized to be appropriated 

8 $5,000,000 for the fiscal year ending June 30, 1967, $10,

9 000,000 for the fiscal year ending June 30, 1968, and 

10 $17,500,000 for each fiscal year thereafter, for grants by the 

11 Secretary to public or other nonprofit institutions of higher 

12 learning for training professional personnel for health and 

13 related care of crippled children, particularly mentally re

:14 tarded children and children with multiple handicaps." 

15 (b) The second sentence of section 514 (c) of such Act 

16 is amended by striking out "section 512 (b) " and inserting 

17 in lieu thereof "section 512 (b) or 516". 

18 PAYMENT FOR INPATIENT HOSPITAL SERVICES 

19 SEC. 204. (a) Section 503 (a) of the Social Security 

20 Act is amended by striking oult "a-nd" bcfore clause (74 IUdl 

21 by inserting before the period at the end thereof the follow

22 ing new clause: "; and (8) effective July 1, 1967, provide 

23 for payment of the reasonable cost (as determined in accord

24 ance with standards approved by the Secretary and included 



149


.in the plan) of inpatient -hospital services provided under the 

2 plan" 

3 (b) Section 513 (a) of such Act is amended by striking 

4 out "and" before clause (6) and by inserting before the pe

5 riod at the end thereof the following new clause: "; and (7 )

6 effective July 1, 1967, provide for payment of the reason

'7 able cost (as determined in accordance with standards ap

8 proved by the Secretary and included in the plan) of 

9 inpatient hospital services provided under the plan". 

16 SPECIAL PROJECT GRANTS FOR HEALTH OF SCHOOL AND 

11 PRESCHOOL CHILDREN 

12 SEC. 205. Part 4 of title V of the Social Security Act is 

13 amended (1) by revising the heading thereof to read as 

14 follows: "PART 4-GRANTS FOR SPECIAL MATERNITY AND 

15 INFANT CARE PROJECTS, FOR PROJECTS FOR HEALTH OF 

16 SCHOOL AND PRESCHOOL CHILDREN, AND FOR REISEARCH 

17 pROJECTS",; (2) by redesignating section 532 as section 

18 533; and (3) by inserting after section 531 the following 

19 new section: 

20 "SPECIAL PROJECT GRANTS FOR HEALTH OF SCHOOL AND 

21 PRESCHOOL CHILDREN 

22 "SEC. 532. (a) In order to promote the health of chil

23 dren and youth of school or preschool age, particulaxly in 

24 areas with concentrations of low-income families, there are 
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1 authorized to be appropriated $15,000,000 for the fiscal year 

2 ending June 30, 1966, $35,000,000 for the fiscal year end

3 ing June 30, 1967, $40,000,000 for the fiscal year ending 

4 June 30, 1968, $45,000,000 for the fiscal year ending June 

-5 30, 1969, and $50,000,000 for the fiscal year ending June 

6 30, 1970, for grants as provided in this section. 

7 " (b) From the sums appropriated pursuant to subsec

8 tion (a) , the Secretary is authorized to make grants to 

9 the State health agency of any State and (with the consent 

10 of such agency) to the health agency of any political sub

11 division of the State, to the State agency of the State admnin

12 istering or supervising the administration of the State plan 

1-3 approved under section 513, to any school of medicine (with 

14 appropriate participation by a school of dentistry) , and 

15 to any teaching hospital affiliated with such a school, to pay 

16 not to exceed 75 per centum. of the cost of projects of a 

17 comprehensive nature for health care and services for chil

18 dren and youth of school age or for preschool children (to 

19 help them prepare to start school). No project shall be 

20 eligible for a grant under this section unless it provides 

21 (1) for the coordination of health care and services pro

22 vided under it with, and utilization (to the extent feasible) 

23 of, other State or local health, welfare, and education pro

24 grams for such children, (2) for payment of the reasonable 

25 cost (as determined in accordance with standards approved 
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by the Secretary) of inpatient hospital services provided 

under the project, and (3) that any treatment, correction 

of defects, or aftercare provided under the project is avail

able only to children who would not otherwise receive it 

because they are from low-income, families or for other 

reasons beyond their control; and no such project for chil

dren and youth of school age shall be considered to be of a 

comprehensive nature for purposes of this section unless it 

includes (subject to the limitation in the preceding provi

sions of this sentence) at least such screening, diagnosis, 

preventive services, treatment, correction of defects, and 

aftercare, both medical and dental, as may be provided 

for in regulations of the Secretary. 

"(c) Payment of grants under this section may be 

made (after necessary adjustment on account of previously 

made underpayments or overpayments) in advance or by 

way of reimbursement, and in such installments and on such 

conditions, as the Secretary may determine." 

EVALUATION AND REPORT 

Smc. 206. The Secretary shall. submit to the President 

for transmission to the Congress before July 1, 1969, a full 

report of the administration of the provisions of section 532 

of the Social Security Act (as added by section 205 of this 

Act), together with an evaluation of the program established 
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thereby and his recommendations as to continuation of 

and modifications in that program. 

PART 2-IMPLEMENTATION OF MENTAL RETARDATION 

PLANNING 

AUJTHORIZATION OF APPROPRIATIONS 

SEC. 211. (a) Section 1701 of the Social Security Act 

is amended by adding at the end thereof the following new 

sentence: "There are also authorized to be appropriated, 

for assisting such States in initiating the implementation and 

carrying out of planning and other steps to combat mental 

retardation, $2,750,000 for the fiscal year ending June 30, 

1966, and $2,750,000 for the fiscal year ending June 30, 

1967." 

(b) The first sentence of section 1702 of such Act is 

amended by inserting "the first sentence of" before "section 

1701" and by inserting the following before the period at 

the end thereof "; and the sums appropriated pursuant to 

the second sentence of such section for the fiscal year ending 

June 30, 19,66, shall be available for such grants during such 

year and the next two fiscal years, and sums appropriated 

pursuant thereto for the fiscal year ending June 30, 1967, 

shall be available for such grants during such year and the 

succeeding fiscal year" 
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1 PART 3-PUBLic ASSISTANCE AMENDMENTS RELATING 

2 TO HEIALTH CARE 

3 REMOVAL OF LIMITATIONS ON FEDERAL PARTICIPATION IN 

4 ASSISTANCE TO AGED INDIVIDIJALS WITH TUJBERCUJLO

5 SIS OR MENTAL DISEASE 

6 SEC. 221. (a) (1) Section 6(a) of the Social Security 

7 Act is amended to read as follows: 

8 " (a) For the purposes of this title, the term 'old-age 

9 assistance' means money payments to, or (if provided in 

10 or after the third month before the month in which the 

11 recipient makes application for assistance) medical care in 

12 behalf of or any type of remedial care recognized under State 

13 law in behalf of, needy individuals who axe 65 years of 

14 age or older, but does not include any such payments to 

15 or care in behalf of any individual who is an inmate of a 

16 public institution (except as a patient in a medical institu

17 tion) ." 

18 (2) Section 6 (b) of such Act is amended by striking 

19 out all that follows clause (12) and inserting in lieu thereof 

20the following: 

21 "except that such term does not include any such payments 

22 with respect to care or services for any individual who is 

23an inmate of a public institution (except as a patient in a 

24 medical institution) ." 
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1 (3) Section 2 (a) of such Act is amended (A) by 

2 striking out "and" at the end of paragraph (10) ; (B) by 

3 striking out the period at the end of paragraph (11) and 

4 inserting in lieu thereof a semicolon; and (C) by adding 

5 after paragraph (11) the following new paragraphs: 

6 " (12) if the State plan includes assistance to or in 

7 behalf of individuals who are patients in institutions for 

8 tuberculosis or mental diseases

9 " (A) provide for having in effect such agree

10 ments or other arrangements with State authorities 

II concerned with mental diseases or tuberculosis (as 

12 the case may be), and, where appropriate, with 

13 such institutions, as may be necessary for carrying 

14 out the State plan, including arrangements for joint 

15 planning and for development of alternate methods 

16 of care, arrangements providing assurance of im

1~7 mediate readmittance to institutions where needed 

18 for individuals under alternate plans of care, and 

19 arrangements providing for access to patients and 

20 &COU1L UkIO, jVl LULtiIALLOA1111 mUIJ.Ll(*AACLl li, GIIU IVA I .LLLflhl 

21 reports; 

22 " (B) provide for an individual plan for each 

23 such patient to assure that the institutional care 
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provided to him is in his best interests, including, 

to that end, assurances that there will be initial 

and periodic review of his medical and other needs, 

that he will be given appropriate medical treat

ment within the institution, and that there will be a 

periodic determination of his need for continued 

treatment in the institution; 

" (0) provide for the development of alternate 

plans of care, making maximum utilization of avail

able resources, for recipients who would otherwise 

need care in such institutions, including appropriate 

medical treatment and other assistance; for services 

referred to in section 3 (a) (4) (A) (i) and (ii) 

which are appropriate for such recipients and for 

such patients; and for methods of administration 

necessary to assure that the responsibilities of the 

State agency under the State plan with respect to 

such recipients and such patients will be effectively 

carried out; and 

" (D) provide methods of determining the rea

sonable cost of institutional care for such patients; 

and 

" (13) if the State plan includes assistance to or 

in behalf of patients in public institutions for mental 

diseases, show that the State is making satisfactory 
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I. progress toward developing and implementing a corn

2 prehensive mental health program, including provision 

3 for utilization of community mental health centers, nurs

4 ing homes, and other alternatives to care in public in

5 stitutions for mental diseases." 

6 (4) Section 3 of such Act is amended by adding at 

7 the end thereof the following new subsection: 

8 "(d) Notwithstanding the preceding provisions of this 

9 section, the amount determined under such provisions for 

:10 any State for any quarter which is attributable to expendi

11 tures with respect to patients in institutions for tuberculosis 

12 or mental diseases shall be paid only to the extent that 

13 the State makes a showing satisfactory to the Secretary that 

14 total expenditures in the State from Federal, State, and local 

15 sources for mental health services (including payments to or 

16 in behalf of individuals with mental health problems) under 

17 State and local public health and public welfare programs 

18 for such quarter exceed the average of the total expenditures 

19 in the State from such sources for such services under such 

20 programs for eaeh alnarter of the fiscal1 yelar ending- June ~ 

21 1.965. For purposes of this subsection, expenditures for such 

22 services for each quarter in the fiscal year ending June 30, 

23 1965, in the case of any State shall be determined on the 

24 basis of the latest data, satisfactory to the Secretary, avail

25 able to him at the time of the first determination by him 
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under this subsection for such State; and expenditures for 

such services for any quarter beginning after December 31, 

19,65, in the case of any State shall be determined on the 

basis of the latest data, satisfactory to the Secretary, available 

to him at the time of the determination under this subsection 

for such State for such quarter; and determinations so made 

shall be conclusive for purposes of this subsection." 

(b) Section 1006 of such Act is amended by striking 

out clauses (a) and (b) and inserting in lieu thereof the 

following: "who is a patient in an institution for tuberculosis 

or mental diseases" 

(c) Section 1405 of such Act is amended by striking 

out clauses (a) and (b) and inserting in lieu thereof the 

following: "who is a patient in an institution for tuberculosis 

or mental diseases" 

(d) (1) Section 1605 (a) of such Act is amended to 

read as follows: 

"(a) For purposes of this title, the term 'aid to the 

aged, blind, or disabled' means money payments to, or (if 

provided in or after the third month before the month in 

which the recipient makes application for aid) medical care 

in behalf of or any type of remedial care recognized under 

State law in behalf of, needy individuals who are 65 years 

of age or older, are blind, or are 18 years of age or over 
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and permanently and totally disabled, but such term does not 

include-

" (1) any such payments to or care in behalf of any 

individual who is an inmate of a public institution (ex

cept as a patient in a medical institution) ; or 

" (2) any such payments to or care in behalf of 

any individual who has not attained 65 years of age 

and who is a patient in an institution for tuberculosis 

or mental diseases." 

(2) Section 1605 (b) of such Act is amended by strik

ing out all that follows clause (12) and inserting in lieu 

thereof the following: 

"except that such term does not include any such payments 

with respect to care or services for any individual who is an 

inmate of a public institution (except as a patient in a medi

cal institution) ." 

(3) Section 1602 (a) of such Act is amended (A) by 

strik~ing out "and" at the end of paragraph (14) ; (B) by 

striking out the period at the end of paragraph (15) and 

inserting in lieu thereof a semicolon; and (C) by adding 

after paragraph (15) the following new paragraphs: 

" (16) if the State plan includes aid or assistance 

to or mn behalf of individuals 65 years of age or older who 

are patients in institutions for tuberculosis or mental 

diseases
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"(A) provide for having in effect such agree

ments or other arrangements with State authorities 

concerned with mental diseases or tuberculosis (as 

the case may be), and, where appropriate, with such 

institutions, as may be necessary for carrying out 

the State plan, including arrangements for joint 

planning and for development of alternate methods 

of care, arrangements providing assurance of im

mediate readmnittance to institutions where needed 

for individuals under alternate plans of care, and 

arrangements providing for access to patients and 

facilities, for furnishing information, and for making 

reports; 

" (B) provide for an individual plan for each 

such patient to assure that the institutional care pro

vided to him is in his best interests, including, to 

that end, assurances that there will be initial and 

periodic review of his medical and other needs, that 

he will be given appropriate medical treatment 

within the institution, and that there will be a 

periodic determination of his need for continued 

treatment in the institution; 

" (0) provide for the development of alternate 

plans of cae, making maxlinum utilization of avail

able resources, for recipients 6,5 years of age or older 
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1 who would otherwise need care in such institutions, 

2 including appropriate medical treatment and other 

3 aid or assistance; for services referred to in section 

4 1603 (a) (4) (A) (i) and (ii) which are appro

5 priate for such recipients and for such. patients; and 

6 for methods of administration necessary to assure 

7 that the responsibilities of the State agency under 

8 the State plan with respect to such recipients and 

9 such patients wili be effectively carried out; and 

10 "(ID) provide methods of determining the rea

11 sonable cost of institutional care for such patients; 

12 and 

13 "(17) if the State plan includes aid or assistance to 

14 or in behalf of individuals 65 years of age or older who 

15 are patients in public institutions for mental diseases, 

16 show that the State is making satisfactory progress 

17 toward developing and implementing a comprehensive 

18 mental health program, including provision for utiliza

19 tion of community mental health centers, nursing homes, 
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1 and other alternatives to care in public institutions for 

2 mental diseases." 

3 (4) Section 1603 of such Act is amended by adding at 

4the end thereof the following new subsection: 

5" (d) Notwithstanding the preceding provisions of this 

6 section, the amount determined under such provisions for any 

7 State for any quarter which is attributable to expenditures 

8 with respect to individuals 65 years of age or older who are 

9 patients in institutions for tuberculosis or mental diseases 

10 shall be paid only to the extent that the State makes a show

11 ing satisfactory to the Secretary that total expenditures in 

:12 the State from Federal, State, and local sources for mental 

13 health services (including payments to or in behalf of imdi

14 viduals with mental health problems) under State and local 

15 public health and public welfare programs for such quarter 

16 exceed the average of the total expenditures in the State 

17 from such sources for such services under such programs for 

18 each quarter of the fiscal year ending June 30, 1965. For 

J. 35-001-11 
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1 purposes of this subsection, expenditures for such services 

2 for each quarter in the fiscal year ending June 30, 1965, 

3 in the case of any State shall be determined on the basis 

4 of the latest data, satisfactory to the Secretary, available to 

5 him at the time of the first determination by him under this 

6 subsection for such State; and expenditures for such services 

7 for any quarter beginning after December 31, 1965, in the 

8 case of any State shall be determined on the basis of the 

9 latest data, satisfactory to the Secretary, available to him at 

10 the time of the determination under this subsection for such 

11 State for such quarter; and determinations so made shall be 

12 conclusive for purposes of this sub section."~ 

13 (e) The amendments made by this section shall apply 

14 in the case of expenditures made after December 31, 1965, 

15 under a State plan approved under title I, X, XIV, or XVI 

16 of the Social Security Act. 

17 AMENDMENT TO DEFINITION OF MEDICAL ASSISTANCE FOR 

18 THE AGED 

19 SEC. 222. (a) Section 6 (b) of the Social Security Act 

Qtrmlrino "wnri9fl isq amr.nend by suit 4uA fnnf. roi;n~gy-tc~ n lil-nap 

21 assistance" and inserting in lieu thereof "who are not re

22 cipients of old-age assistance (except, for any month, for 

23 recipients of old-age assistance who are admitted to or dis
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1 charged. from a medical institution during such month) " 

2 (b) Section 1605 (b) of such Act is amended by strik

3 ing out "who are not recipients of aid to the aged, blind, 

4 or disabled" and inserting in lieu thereof "who are not re

5 cipients of aid to the aged, blind, or disabled (except, for 

6 any month, for recipients of aid to the aged, blind, or dis

7 abled who are admitted to or discharged from a medical in

8 stitution during such month) ". 

9 (c) The amendments made by this section shall apply 

10 in the case of expenditures under a State plan approved 

11 under title I or XVI of the Social Security Act with respect 

12 to care and services provided under such plan after 

1-3 June 1965. 

14 TITLE III--SOCIAL SECURITY AMENDMENTS 

15 SHORT TITLE 

16 SEC. 300. This title may be cited as the "Old-Age, Sur

17 vivors, and Disability Insurance Amendments of 1965". 

18 INCREASE IN OLD)-AGE, SURVWIVORS, AND DISABILITY 

19 INSURANCE BENEFITS 

20 SEC. 301. (a) Section 215 (a) of the Social Security 

21 Act is amended by striking out the table and inserting in 

22 lieu thereof the following: 
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"TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY 

BENEFITS 

"I IIIm IV V 

(Primary
(Primary Insurance benefit insurance 

under 1939 Act, as modi- amount (Average monthly wage) (Primaryimnsu- (Maximum family
fied) under 1958 ance amount) benefits)

Act, as 
modified) 

If an individu'al ri ry
insurance beefit (a de 
termined under subsec. 
(d)) in-

______-_____ 

But not 
At least- more than-

or bis 
primary

Insurance 
amount 
(as deter-
mined 
under 

subeec. 

Or his average monthly 
wagea (as determined 
uneaubsec. (b) Is-

_ ____-preceding 

But not 
At least- more than-

The amount 
referred to in the 

para-
graphs of thin 

subsection shall 
be-

And the maximum 
amount of bene
fits Payable (as 
provided in see. 
203(a)) on the 

basin of his wages
and self-employ

ment Income 
(c) Is- shall be

$13.48 $40 .$67 $44.00 $68.00 
14.00 41 $68 69 45.00 67.50 

14.01 14.48 42 70 70 46.00 69.00 
14.49 1s.00o 43 71 72 47.00 70.30 
15.01 15.60 44 73 74 48.00 72.00 
15.61 16.20 
16.21 16.54 

45 
46 

75 78 
77 78 

49.00 
50.00 

73. 50 
75.00 

16.85 17.60 47 79 80 51.00 76.150 
17.61 18.40 48 81 81 52.00 78.00 
18.41 19.24 49 82 83 53.00 79. 50 
19.25 20.00 50 84 85 54.00 81.00 
20.01 20.64 51 56 87 55.00 82.60 
20.65 21.28 52 88 89 66.00 84.00 
21.29 21.85 53 00 90 57.00 85.50 
21.89 22.28 54 91 92 58.00 87.00 
22.29 22.65 
22.69 23.08 

55 
86 

93 94 
95 95 

59.00 
60.00 

88.10 
00.00 

23.09 23.44 57 97 97 61.00 91.50 
23.45 23.76 58 98 99 62.10 93.20 
23.77 24.20 59 100 101 63.20 94.80 
24.21 24.60 
24.61 25.00 

60 
61 

102 102 
103 104 

64.20 
65.30 

96.30 
98.00 

25.01 25.48 62 105 106 66.40 99.60 
25.49 25.92 53 107 107 67.10 101.80 
25.09 98.4An 
28.41 26.94 

AIA 
85 

109 109 
110 113 

6qRn
69. 60 

10 211Lfl 
104.40 

26.95 27.48 66 114 118 70.70 105.10 
27.47 28.00 87 119 122 71. 70 107.60 
26. 01 28.65 68 123 127 72.80 109.20 
28. 69 29.25 69 128 132 73. 90 110.90 
22.28 29.68 
29.69 50.36 

70 
71 

133 I38 
137 141 

74.90 
76.00 

112.40 
l14.00 

80.87 80.92 72 142 144 77.10 116.80 
WAS9 81.30 78 147 150 78. 20 120.00 
81.37 32.00 74 151 185 79.20 124.00 
86.01 82.60 75 156 150 80.50 12n.00 
32.61 83.20 7& 161 154 81.40 131.20 
83. 21 33.85 77 168 169 82.40 135.20 
33.89 84.00 78 170 174 83.50 139.20 
34.51 55.00 79 175 178 54.80 142.40 
35.01 36.50 so 179 183 55.80 146.40 
55.81 36.40 81 154 1i5 88.70 150.40 
38.41 87.08 82 189 193 87.80 154.40 
87.09 37.60 83 194 197 88.90 157.60 
87.61 36.20 84 198 202 89.00 161.50 
86. 21 39.12 85 203 207 91.00 161.80 
89.13 89.68 86 208 211 92.10 168.60 
89.69 40.83 87 212 216 93.10 172.50 
40.34 41.12 68 217 221 94.20 176.50 
41. 13 41. 78 89o2 225 95.30 150.00 
41.77 42.44 90 226 230 96.50o 154.00 
42.45 48.20 91 281 235 97.40 168.00 
45.21 48. 76 92 238 289 98.50 191.20 
43.77 44 44 93 240 244 99.50 195.20 
44.45 44.88 94 245 249 100.60 199.20 
44.89 45. 60 95 250 253 101.70 202.40 

90 254 258 102.80 206.40 
97 
es 
99 

289 283 
26 2.67 
26 272 

103.50 
UI g
108.00 

210.40 

217.60 
100 273 277 107.00 221.60 
101 278 281 108.10 224.80 
102 282 288 199.20 228.80 
103 267 291 110.30 232.80 
104 292 221 111.50 236.00 
106 290 500 112.40 240.00 
106 301 305 113.50 244.00 
197 30860 114.50 247.20 
108 310 514 118.50 281.20 
199 115 319 116. 70 254.00D 
120 320 323 117.70 254.80 
ill. 
112 

324 828 
329 588 

116.so 
119.90 

256.50 
258.80 

118 8341 887 121.00 260. 40 
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"TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY 

"I 

(primary insuranee benefit 
under 1989 Act, as modi-
fied) 

If an Individual's primary
insurance benefit (as de-
termined. under subsec. 
(d)) Is-

But not 
At least- more than-

II 
(PrImary
Insurance 
amount 

under 1958 
Act, as 

modified) 

Or his 
primary

insurance 
amount 
(as deter-

mined 
under 

subsec. 
(c)) is--

$114 
115 
116 
117 
118 
119 
120 
121 
122 
123 
124 
125 
126 
127 

BENEFITS-Continued 

II 

(Average monthly wage) 

or his average monthly
wadge (as determined 
uner subsec. (h)) Is-

But not 
At least- more than-

$338 $342 
343 347 
34 351 
352 358 
357 361 
362 365 
366 370 
371 375 
376 379 
380 384 
385 389 
390 393 
394 398 
399 403 
404 407 
408 412 
413 417 
418 421 
422 426 
427 431 
432 436 
457 440 
441 445 
446 450 
451 454 
455 459 
460 464 
465 466 

IV v 

(Primary insur- (Maxiniumn family 
ance amount) benefits) 

And the maximum 
amount of benie-

The amount fits payable (as 
referred to in the provided in Sec. 
preceding para- 203(a)) on the 
graphs of this basis of his wages 

subsection shall and self-employ
be- ment income 

shallbe

$122.00 $262.' 40 
123. 10 264.40 
124.20 266. 00 
125.20 268.00 
126.30 270.00 
127.40 271.60 
128.40 273.60 
129.20 275.60 
130.00 277.20 
131.70 279.20 
132.70 281.20 
133.00 282.80 
134.90 284.80 
135.90 286.80 
136.00 288.40 
137.90 200.40 
138.90 292.40 
139.00 294.00 
140.90 206.00 
141.00 298.600 
142.90 300.600 
143.00 301.60 
144.90 303.60 
145.90 305.80 
146.80 307.20 
147.00 309.20 
148.00 311.20 
149.00 312. 00" 

(b) Section 215 (c) of such Act is amended to read 

2 as follows: 

3 "Primary Insurance Amount Under 1958 Act, as Modified 

4 "(c) (1) For the purposes of column II of the table 

5 appearing in subsection (a) of this section, an individual's 

6 primary insurance amount shall be computed as provided in, 

7 and subject to the limitations specified in, (A) this section 

8 as in effect prior to the enactment of the Social Security 

9 Amendments of 1965, and (B) the applicable provisions 

10 of the Social Security Amendments of 1960. 
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1 "c(2) The provisions of this subsection shall be appli

2 cable only in the case of an individual who became entitled 

3 to benefits under section 202 (a) or section 223 before the 

4 date of enactment of the Social Security Amendments of 

5 1965 or who died before such date." 

6 ~(c) Section 203 (a) of such Act is amended by strik

7 ing out paragraphs (2) and (3) and inserting in lieu thereof 

8 the following: 

9 " (2) when two or more persons were entitled 

10 (without the application of section 202 (j) (1) and sec

11 tion 223 (b) ) to monthly benefits under section 202 or 

12 223 for any month which begins after December 1964 

13 and before the enactment of the Social Security Amend

14 ments of 1965, on the basis of the wages and self

.15 employment income of such insured individual, such 

16 total of benefits for any month occurring after December 

17 1964 shall not be reduced to less than the larger of

18 " (A) the amount determined under this sub

19 section without regard to this paragraph, or 

20 " (B) (i) with respect to the month in which 

21 such Amendments are enacted or any prior month, 

22 an amount equal to the sum of the amounts derived 

23 by multiplying the benefit amount determined under 

24 this title (including this subsection, but without the. 

25 application of section 222 (b), section 202 (q), and 
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subsections (b) , (c),and (d) of this section), as in 

effect prior to the enactment of such Amendments, 

for each such person, for such month, by 107 per

cent and raising each such increased amount, if it 

is not a multiple of $0.10, to the next higher 

multiple of $0.10, and 

"(ii) with respect to any month after the 

month in which such Amendments are enacted, an 

amount equal to the sum of the amounts derived by 

multiplying the benefit amount determined under 

this title (including this subsection, but without the 

application of section 222 (b), section 202 (q) , and 

subsections (b) , (c), and (d) of this section), as in 

effect prior to the enactment of such Amendments, 

for each such person for the month of enactment, 

by 107 percent and raising each such increased 

amount, if it is not a multiple of $0.10, to the next 

higher multiple of $0.10; 

but in any such case (I) paragraph (1) of this sub

section shall not be applied to such total of benefits after 

the application of subparagraph (B) of this paragraph, 

and (II) if section 202 (k) (2) (A) was applicable in 

the case of any of such benefits for any such month 

beginning before the enactment of the Social Security 

Amendments of 1965, and ceases to apply after such 
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month, the provisions of subparagraph (B) shall be 

applied, for and after the month in which such section 

202 (k) (2) (A) ceases to apply, as though paragraph 

(1) had not been applicable to such total of benefits for 

such month beginning prior to such enactment." 

(d) The amendments made by subsections (a), (b), 

and (c) of this section shall apply with respect to monthly 

benefits under title II of the Social Security Act for months 

after December 1964 and with respect to lump-sum death 

payments under such title in the case of deaths occurring in 

or after the month in which this Act is enacted. 

(e) If an individual is entitled to a disability insurance 

benefit under section 223 of the Social Security Act for De

cember 1964 on the basis of an application ifiled after enact

ment of this Act and is entitled to old-age insurance benefits 

under section 202 (a) of such Act for January 1965, then, 

for purposes of section 215 (a) (4) of the Social Security 

Act (if applicable) the amount in column. IV of the table 

appearing in such section 215 (a) for such individual shall. 

be the amount in such column on the line on which in column 

II appears his primary insurance amount (as determined 

under section 215 (c) of such Act) instead of the amount 

in column IV equal to his disability insurance benefit. 

(f) Effective with respect to monthly benefits under 

title II of the Social Security Act for months after 1970 
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1 and with respect to lump-sum death payments uinder such 

2 title in the case of deaths occurring after such year, the table 

3 in section 215 (a) of such Act (as amended by subsection 

4 (a) of this section) is amended by striking out all figures in 

5 columns II, III, IV, and V beginning with the line which 

6 reads 

"1109 J 355 319 j 116.70 j 254.00" 

7 and down through the line which reads 

II "1465 j 466 1 149.90 312. 00" 

8 and inserting in lieu thereof the following: 

"1109 315 319 116.70 255.20 
110 30323 117.70 255.40 
ill 324 328 115.80 262.40 
112 329 333 11.9.0 266.40 
113 334 337 121.00 269.60 
114 338 342 122.00 273.60 
115 343 347 123. 10 277.60 
116 34 351 124.20 200.80 
117 352 356 125.20 284.80 
118 357 361 126.30 28.80o 
119 362 365 127.40 292.00 
120 366 370 128.40 296.00 
121 371 375 129.50 298.00 
122 376 379 130.60 299.60 
123 380 384 131.70 301.60 
124 385 389 132.70 303.60 
125 390 393 133.80 305.20 
128 394 398 134.90 307. 20 
127 399 403 135.00 309.20 

404 407 136.90 5.10.80 
408 412 137.00 312.80 
413 417 138. 90 314.80 
418 421 139.00 316.40 
422 426 140.90 315.40 
427 431 141.00 320.40 
432 436 142.90 322.40 
437 440 143.90 324.00 
441 445 144.90 326.0 
446 450 145.90 328.000 
451 454 140.00 329.60 
455 459 147.90 331.60 
460 464 148.90 333.60 
465 468 149.00 335.20 
469 473 160.00 337.20 
474 478 151.00 339.20 
479 482 152.00 340.80 
483 487 153.00 342.89 
488 492 154.00 344.80 
493 496 155.00 346.40 
497 501 1565.00 348.40 
502 506 157.00 350.40 
807 510 165.00 352.00 
511 5115 159.00 35. 00 
518 520 160.00 356.00 
521 524 161.00 357.60 
525 529 162.90 359.60 
6530 534 163.00 361.60 
535 538 164.00 363.20 
539 543 165.00 365.20 
544 54 166.00 367.20 
549 550 167.00 368.00" 
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COMPUTATION ANDI RECOMPTITATION OF BENEFITS 

SEC. 302. (a) (1) Subparagraph (C) of section 215 

(b) (2) of the Social Security Act is amended to read as 

follows: 

" (C) For purposes of subparagraph (B) , 'computation 

base years' include only calendar years in the period after 

1950 and prior to the earlier of the following years

" (i) the year in which occurred (whether by 

reason of section 202 (j) (1) or otherwise) the first 

month for which the individual was entitled to old-age 

insurance benefits, or 

" (ii) the year succeeding the year in which he died. 

Any calendar year all of which is included in a period of 

disability shall not be included as a computation base year." 

(2) Clauses (A), (B), and (C) of the first sentence of 

section 215 (b) (3) of such Act are amended to read as 

follows: 

"(A) in the case of a woman, the year in which 

she died or, if it occurred earlier but after 1960, the 

year in uwh~ph Q P..snPA Aage 62, 

"(B) in the case of a man who has died, the year 

in which he died or, if it occurred earlier but after 1960, 

23 the year in which he attained age 65, or 

24 "(C) in the case of a man who has not died, the 
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-1 year occurring after 1960 in which he attained (or 

2 would attain) age 65." 

3 (3) Paragraphs (4) and (5) of section 215(b) of 

4 such Act are amended to read as follows: 

5 " (4) The provisions of this subsection shall be appli

6 cable only in the case of an individual

7 " (A) who becomes entitled, after December 1965, 

8 to benefits under section 202 (a) or section 223; or 

9 " (B) who dies after December 1965 without being 

10 entitled to benefits under section 202 (a) or section 223; 

11 or 

12 " (C) whose primary insurance amount is required 

13 to be recomputed under subsection (f) (2), as amended 

14 by the Social Security Amendments of 1965; 

15 except that it shall not apply to any such individual for 

16 purposes of monthly benefits for months before January 

17 1966. 

18 " (5) For the purposes of column. III of the table 

19 appearing in subsection (a) of this section, the provisions of 

20 this subsection, as in effect prior to the enactment of the 

21 Social Security Amendments of 1965, shall apply~

22 " (A) in the case of an individual to whom the 

23 provisions of this subsection are not made applicable by 

24 paragraph (4), but who, on or after the date of the 

25 enactment of the Social Security Amendments of 1965 
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and prior to 1966, met the requirements of this para

graph or paragraph (4), as in effect prior to such enact

ment, and 

"(B) with respect to monthly benefits for months 

before January 1966, in the case of an individual to 

whom the provisions of this subsection are made appli

cable by paragraph (4) ." 

(b) (1) Subparagraph (A) of section 215 (d) (1) of 

such Act is amended by striking out " (2) (C) (i) and (3) 

(A) (i) " and inserting in lieu thereof " (2) (C) and (3) 9", 

by striking out "December 31, 1936," and inserting in lieu 

thereof "1936", and by strikine out "December 31. 1950"' 

and inserting in lieu thereof "1950". 

(2) Section 215 (d) (3) of such Act is amended by 

striking out "1960" and inserting in lieu thereof "1965" 

and by striking out "but without regard to whether such 

individual has six quarters of coverage after 1950". 

(c) Section 215 (e) of such Act is amended by insert

ing 	"and" after the semicolon at the end of paragraph (1), 

y striking out, " ; a MIL'-M k 2 andtu paragraph 

~inserting in lieu thereof a period, and by striking out para

graph (3). 

(d) (1) Paragraph (2) of section 215 (f) of such Act 

is amended to read as follows:


" (2) With respect to each year
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1 " (A) which begins after December 31, 1964, and 

2 " (B) for any part of which an individual is en

3 titled to old-age insurance benefits, 

4 the Secretary shall, at such time or times and within such 

5 period as he may by regulations prescribe, recompute the 

6 primary insurance amount of such individual. Such recoin

7 putation shall be made

8 " (C) as provided in subsection (a) (1) and (3) 

9 if such year is either the year in which he became en

10 titled to such old-age insurance benefits or the year 

11 preceding such year, or 

12 "(ID) as provided in subsection (a) (1) in any 

13 other case; 

14 and in all cases such recomputation shall be made as though 

15 the year with respect to which such recomputation is made 

16 is the last year of the period specified in paragraph (2) (0) 

-17 of subsection (b). A recomputation under this paragraph 

18 with respect to any year shall be effective

19 " (E) in the case of an individual who did not die 

20 in such year, for monthly benefits beginning with bene

21 fits for January of the following year; or 

22 " (F) in the case of an individual who died in such 

23 year (including any individual whose increase in his 

24 primary insurance amount is attributable to compensa

25 tion which, upon his death, is treated as remuneration 
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1 for employment under setion 205 (.o)) for monthly 

2 benefits beginning with benefits for the month in which 

Q he died." 

4 (2) Effective January 2, 1966, paragraphs (3), (4), 

5 and (7) of such section are repealed, and paxagraphs (5) 

6 and (6) of such section are redesignated as paragraphs (3) 

7 and (4), respectively. 

8 (e) (1) The first sentence of section 223 (a) (2) of 

9 such Act is amended by inserting before the period at the 

10 end thereof "and was entitled to an old-age insurance benefit 

11 for each month for which (pursuant to subsection (b) ) he 

.12 was entitled to a disability insurance benefit". 

13 (2) The last sentence of section 223 (a) (2) of such 

14 Act is amended by striking out "first year" and inserting 

15 in lieu thereof "year"; and by striking out the phrase "both 

16 was fully insured and had" both times it appears in such 

17 sentence. 

18 (f) (1) The amendments made by subsection (c) shall 

19 apply only to individuals who become entitled to old-age 

20 insurance benefits under section 202 (a) of the Social 

21 Security Act after 1965. 

22 (2) Any individual who would, upon filing an applica

23 tion prior to January 2, 1966, be entitled to a recomputation 

24 of his benefit amount for purposes of title II of the Social 

25 Security Act shall be deemed to have filed such application 
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on the earliest date on which such application could have 

been filed, or on the day on which this Act is enacted, which

ever is the later. 

(3) In the case of an individual who died after 1960 

and prior to 1966 and who was entitled to old-age insurance 

benefits under section 202 (a) of the Social Security Act at 

the time of his death, the provisions of sections 215 (f) (3) 

(B) and 215 (f) (4) of such Act as in effect before the 

enactment of this Act shall apply. 

(4) In the case of a man who attains age 65 prior to 

1966, or dies before such year, the provisions of section 

215 (f) (7) of the Social Security Act as in effect before the 

enactment of this Act shall apply. 

(5) The amendments made by subsection (e) of this 

section shall apply in the case of individuals who become 

entitled to disability insurance benefits under section 223 

of the Social Security Act after December 1965. 

(6) Section 303 (g) (1) of the Social Security Amend

ments of 1960 is amended

(A) by striking out "notwithstanding the amnend

ments made by the preceding subsections of this sec

tion," in the first sentence and inserting in lieu thereof 

"notwithstanding the amendments made by the preced

ing subsections of this section, or the amendments made 
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1 by section 302 of the Social Security Amendments of 

2 1965," and 

3 (BD) by striking out "Social Security Amendments 

4 of 1960," in the second sentence and inserting in lieu 

5 thereof "Social Security Amendments of 1960, or (if 

6 such individual becomes entitled to old-age insurance 

7 benefits after 1965, or dies after 1965 without becoming 

8 so entitled) as amended by the Social Security Amend

9 ments of 1965,". 

10 DISABILITY INSURANCE BENEFITS 

11 SEC. 303. (a) (1) Clause (A) of the first sentence of 

12 section 216 (i) (1) of the Social Security Act is amended 

13 by striking out "impairment which can be expected to result 

14 in death or to be of long-continued and indefinite duration," 

15 and inserting in lieu thereof "impairment,". 

16 (2) Section 223 (c) (2') of such Act is amended by 

17 striking out "which can be expected to result in death or to 

18 be of long-continued and indefinite duration". 

19 (b) (1) Paragraph (2) of section 216 (i) of such Act 

20 is amended to read as follows: 

21 " (2) (A) The term 'period of disability' means a con

.22 tinuous period (beginning and ending as hereinafter pro

23 vided in this subsection) during which an individual was 

24 under a disability (as defined in paragraph (1) ), but only 
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if such period is of not less than 6 full calendar months' dura

tion or such individual was entitled to benefits under section 

223 for one or more months in such period. 

" (B) No period of disability shall begin as to any in

dividual unless such individual files an application for a dis

ability determination with respect to such period; and no 

such period shall begin as to any individual after such in

dividual attains the age of 65. 

"(C) A period of disability shall begin

" (i) on the day the disability began, but only if 

the individual satisfies the requirements of paragraph 

(3) on such day; or 

" (ii) ifsuch individual does not satisfy the require

ments of paragraph (3)on such day, then on the first 

day of the first quarter thereafter in which he satisfies 

such requirements. 

" (D) A period of disability shall end with the close of 

the last day of the month preceding the month in which the 

individual attains age 65 or, if earlier, the close of the last 

day of


" (i) the month following the month in which 

the disability ceases if he has been under a disability 

23for a continuous period of less than 18 months, or 

J.35-001-12
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"(ii) the second month following the month in 

which his disability ceases if he has been under a dis

ability for a continuous period of at least 18 mornths. 

" (E) No application for a disability determination. 

which is filed more than 3 months before the first day on 

which a period of disability can begin (as determined under 

this paragraph), or, in any case in which section 223 (d) (2) 

applies, more than 6 months before the first month for which 

such applicant becomes entitled to benefits under section 

223, shall be accepted as an application for purposes of this 

paragraph. Any application for a disability determination 

which is filed within such 3 months' period or 6 mnonthhs' 

period shall be deemed to have been filed on such first day 

or in such first month, as the case may be. 

" (F) No application for a disability determination 

which is filed more than 12 months after the month pre

scribed by subparagraph (D) as the month in which the 

period of disability ends (determined without regard to 

subparagraph (B) and this subparagraph) shall be accepted 

a an application1 for Purposes of this paragraph;

(2) Section 216(i) (3) of such Act is amended by 

strildng out "clauses (A) and (B) of paragraph (2) " and 

inserting in lieu thereof "clauses (i) and (ii) of paragraph 

(2) (0)" 
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(3) Paragraph (1) of section 223 (a) of such Act is 

amended to read as follows: 

"(1) Every individual who

" (A) is insured for disability insurance benefits (as 

determined under subsection (c) (1) ), 

"(B) has not attained the age of 65, and 

"(C) has filed application for disability insurance 

benefits, 

shall be entitled to a disability insurance benefit for each 

month in his disability payment period (as defined in sub

section (d) )." 

(4) Section 223 (c) (3) (A) of such Act is amended 

by striking out "which continues until such application is 

filed". 

(c) Section 223 of such Act is amended by adding at 

the end thereof the following new subsection: 

"Disability Payment Period 

"(d) (1) For purposes of this section, the term 'dis

ability payment period' means, in the case of any applica

tion, the period beginning with the last month of the 

individual's waiting period and ending with the month pre

ceding whichever of the following months is the earliest: 

" (A) the month in which he dies,


" (B) the month in which he attains age 65, or
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1 "(C) either (i) the second month following the 

2 month in which his disability ceases if he has been under 

3 a disability for a continuous period of less than 18 

4 calendar months, or (ii) the third month following the 

5 month in which his disability ceases if he has been under 

6 a disability for a continuous period of at least 18 calendar 

'7 months. 

8 "(2) If

9 " (A) an individual had a period of disability (as 

10 defined in section 216 (i) ) which lasted at least 18 

11 calendar months and which ceased within the 60-month 

12 period preceding the first month of his waiting period-, 

13 and 

14 " (B) such individual applies for disability insur

15 ance benefits on the basis of a disability which at the 

16 time of application can be expected to last a continuous 

17 period of at least 12 months or to result in death, 

18 then for purposes of this section, the term 'disability pay

19 ment period' includes each month in the waiting period 

20 with respect. to which su~kch pplicationy waso 91 

21 (d) (1) Section 222 (c) (5) of such Act is amended by 

22 striking out "who becomes entitled to benefits under section 

23 223 for any month as provided in clause (ii) of subsection 

24 (a) (1) of this section," and inserting in lieu thereof "to 

25 whom section 223 (d) (2) is applicable,". 
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:1 (2) Section 223 (a) (2) (B) of such Act is amended 

2 by striking out "clause (ii) of paragraph (1) of this sec

3 tion" and inserting in lieu thereof "subsection (d) (2) ". 

4 (3) (A) Section 223 (b) of such Act is amended

5 (i) by striking out "clause (ii) of paragraph (1) 

6 of subsection (a) " and inserting in lieu thereof "sub

7 section (d) (2) ", and 

8 (ii) by striking out the last sentence and inserting 

9 in lieu thereof the following: "An individual who would 

10 have been entitled to a disability insurance benefit for 

11 any month had he filed application therefor before the 

12 end of such month shall be entitled to such benefit for 

13 such month if he files such application before the end 

14 of the 12th month immediately succeeding such month." 

:15 (B) The second sentence of section 202 (j) (1) of 

16 such Act is amended by inserting "under this title" after 

17 "Any benefit". 

18 (e) (1) The amendments made by subsection (a), 

19 paragraphs (3) and (4) of subsection (b), and paragraph 

20 (3) of subsection (d), and the provisions of subparagraphs 

21 (B) , (E) , and (F) of section 216 (i) (2) of the Social 

22 Security Act (as amended by subsection (b) (1) of this 

23 section) , shall be effective with respect to applications for 

24 disability insurance benefits under section 223, and for dis
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1 ability determinations under section 216 (i) , of the Social 

2 Security Act filed

3 (A )' in or after the month in which this Act is 

4 enacted, or 

5 (B) before the month in which this Act is enacted, 

6 if the applicant has not died before such month and if

7 (i) notice of the final decision of the Secre

8 tary of Health, Education, and Welfare has not been 

9 given to the applicant before such month; or 

10 (ii) the notice referred to in subparagraph 

11 (i) has been so given before such month but a 

12 civil action with respect to such final decision is 

13 commenced under section 205 (g) of the Social 

14 Security Act (whether before, in, or after such 

15 month) and the decision in such civil action has 

16 not become final before such month; 

17 except that no monthly insurance benefits under title II of 

18 the Social Security Act shall be payable or increased by 

19 reason of the amendments made by subsections (a) and 

20 (b) for months before the second month following the month 

21 in which this Act is enacted. 

22 (2) Section 223 (d) (1) of such Act (added by subsec

23 tion (c) of this section) shall be applicable in the case of 

24 applications for disability insurance benefits filed by indi

25 viduals the last month of whose waiting period (as defined 
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in section 223 (c) (3) of such Act) occurs after the month 

in which this Act is enacted; except that subparagraph (C) 

of such section shall be applicable to indivriduals entitled 

to disability insurance benefits whose disability (as defined 

in section 223 (c) of the Social Security Act as amended 

by this Act) ceases in or after the second month following 

the month in which this Act is enacted. 

(3) Section 223 (d) (2) of such Act (added by subsec

tion (c) of this section) , and the amendments made by sub

section (d) , shall be applicable in the case of applications for 

disability insurance benefits under section 223, and for dis

ability determinations under section 216 (i) , of the Social 

Security Act filed after the month in which this Act is 

enacted. 

(4) Section 216 (i) (2) (D) of such Act (as amended 

by subsection (b) (1) of this section) shall apply with re

spect to a disability (as defined in section 216 (i) of such 

Act as amended by this Act) which ceases in or after the 

second month following the month in which this Act is 

enacted. 

PAYMENT OF DISABILITY INSURANCE BENEFITS AFTER EN

TITL~EMENT TO OTHIER MONT1ThY INSURANCE BENEFITS 

SEC. 304. (a) Section 202 (k) of the Social Security 

Act is amended by adding at the end thereof the following 

new paragraph: 
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"(4) Any individual who, under this section and sec

tion 223, is entitled for any month to both an old-age insur

ance benefit and a disability insurance benefit under this title 

shall be entitled to oniy such disability insurance benefit for 

such month." 

(b) The heading of section 202 (q) of such Act is 

amended to read as follows: 

"Reduction 	 of Old-Age, Disability, Wife's, Husband's, or 

Widow's Insurance Benefit Amounts" 

(c) Section 202 (q) of such Act is further amended by 

renumbering paragraphs (2), (3), (4), (5), (6), and


(7) as paragraphs (3),y (4),y (5), (6), (7), and (8), 

respectively, by renumbering the cross references in such 

section accordingly, and by inserting after paragraph (1) 

the following new paragraph: 

"(2) Ifan individual isentitled to a disability insur


ance benefit for a month after a month for which such


individual was entitled to an old-age insurance benefit, such


disability insurance benefit for each month shall be reduced


by the amount such old-age insurance benefit would be


reduced under paragraphs (1)and (4)for such month had


such individual attained age 65 inthe first month for which


he most recently became entitled to a disability insurance 

benefit." 

(d) Subparagraph (B) of paragraph (3) (as redesig
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nated by subsection (c) of this section) of section 202 (q) 

of such Act is amended by

(1) striking out "benefit," the first time it appears 

and inserting in lieu thereof "benefit and is not entitled 

to a disability insurance benefit,"; 

(2) striking out in clause (i) thereof " (1)," and 

inserting in lieu thereof " (1) for such month, "; and 

(3) striking out in clause (ii) thereof " (1) " and 

inserting in lieu thereof " (1) for such month". 

(e) Subparagraph (C) of paragraph (3) (as redesig

nated by subsection (c) of this section) of section 202 (q) 

of such Act is amended to read as follows: 

" (C) For any month for which such individual is en

titled to a disability insurance benefit., such individual's wife's, 

husband's, or widow's insurance benefit shall be reduced by 

the sum of

" (i) the amount by which such disability insurance 

benefit is reduced under paragraph (2) for such month 

(if such paragraph applied to such benefit), and 

" (ii) the amount by which such wife's, husband's, 

or widow's insurance benefit would be reduced under 

paragraph (1) for such month if it were equal to the 

excess of such wife's, husband's, or widow's insurance 

benefit (before reduction under this subsection) over 
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1 such disability insurance benefit (before reduction under 

2 this subsection) . 

3 (f) Paragraph (3) (as redesignated by subsection (c) 

4 'of this section) of section 202 (q) is further amended by 

5 adding after paragraph (E) (added by section 307 (b) (4) 

6 of this Act) the following new paragraphs: 

7 " (F) If the first month for which an individual is 

8 entitled to a disability insurance benefit (when such first 

9 month occurs with or after the month in which such. indi

10 vidual attains the age of 62) is a month for which such 

11 individual is also (or would, but for subsection (e) (1), be) 

12 entitled to a widow's insurance, benaefit to which such indi

13 vidual was first entitled for a month before she attained 

14 retirement age, then such disability insurance benefit for each 

:15 month shall be reduced by whichever of the following is 

16 larger: 

17 "(i) the amount by which (but for this subpara

18 graph) such disability insurance benefit would have been 

19 reduced under paragraph (2), or 

20 "(i Athe amount. eqnual o the sum of the amount by 

21 which such widow's insurance benefit was reduced for 

22 the month in which such individual attained retirement 

23 age and the amount by which such disability insurance 

24 benefit would be reduced under paragraph (2) if it 

25 were equal to the excess of such disability insurance 

26 benefit (before reduction under this subsection) over 
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such widow's insurance benefit (before reduction under 

*this subsection) . 

" (G) If the first month for which an individual is en

titled to a disability insurance benefit (when such first 

month occurs before the month in which such individual 

attains the age of 62) is a month for which such individual 

is also (or would, but for subsection (e) (1), be) entitled 

to a widow's insurance benefit, then such disability insurance 

benefit for each month shall be reduced by the amount such 

widow's insurance benefit would be reduced under para

graphs (1) and (4) for such month had such individual 

attained age 62 in the first month for which he most recently 

became entitled to a disability insurance benefit." 

(g) Paragraph (4) (as redesignated by subsection (c) 

of this section) of section 202 (q) of such Act is amended 

by striking out in subparagraph (A) thereof "under" and 

inserting in lieu thereof: "under paragraph (1) or (3) of". 

(h) Paragraph (7) (as redesignated by subsection (c) 

of this section and as amended by section 307 (b) (7) of 

this Act) of section 202 (q) of such Act is amended by 

adding after subparagraph (E) the following new sub

paragraph: 

" (F) in the case of old-age insurance benefits, any 

month for which such individual was entitled to a dis

ability insurance benefit." 
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(i) Paragraph (8) (as redesignated by subsection (c) 

of this section) of section 202 (q) of such Act is amended by 

striking out " (1) " and inserting in lieu thereof " (1) , (2)," 

(j) Section 202 (r) (2) of such Act is amended by 

inserting after "eligible" the. following: " (but for section 

202(k) (4))" 

(k) So much of section 215 (a) (4) of such Act as 

follows clause (B) is amended by striking out "such dis

ability insurance benefit" and inserting in lieu thereof "the 

primary insurance amount upon which such disability insur

ance benefit is based". 

(1) Section 216 (i) (2) of such Act is amended by 

striking out " (subject to section 223 (a) (3) ) ". 

(in) Section 223 (a) (2) of such Act is amended by 

striking out the word "Such" and inserting in lieu thereof 

"Except as provided in section 202 (q) , such". 

(n Section 223 (a) (3) of such Act is repealed. 

(o) The amendments made by this section shall apply 

with respect to monthly insurance benefits under title II of 

the Social Secit Actfo andafter t secon' 1 month1 

following the month in which this Act is enacted, but only 

on the basis of applications filed in or after the month in 

which this Act is enacted. 
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1 DISABILITY INSURANCE TRUST FUND 

2 SEc. 305. (a) Section 201 (b) .(1) of the Social Secu

3 rity Act is amended by inserting "and before January 1, 

4 1966, after "December 31, 1956,", and by inserting after 

5"154,"the following: "and -1 of 1 per centum of the wages 

6 (as so defined) paid after December 31, 1965, and so 

7 reported,". 

8 (b) Section 201 (b) (2) of such Act is amended by 

9 inserting after "December 31, 1956," the following: "and 

10 before January 1, 1966, and %/6 of 1 per centum. of the 

11 amount of self-employment income (as so defined) so re

:12 ported for any taxable year beginning after December 31, 

13 1965," 

14 PAYMENT OF CHILD'S INSURANCE BEPNEFITS AFTER AT

15 TAINMENT OF AGE 1 8 IN CASE OF CHILD ATTENDING 

16 SCHOOL 

17 SEC. 306. (a) Section 202 (d) (1) (B) of the Social 

18 Security Act is amended to read as follows: 

19 " (B) at the time such application was filed was 

20 unmarried and (i) either had not attained the age of 

21 18 or was a full-time student and had not attained 

22 the age of 22, or (ii) is under a disability (as defined 

23 in section 223 (c) ) which began before he attained 

24 the age of 18 and which has lasted or can be expected 
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to last a continuous period of at least 6 calendar months 

or to result in death, and". 

(b) (1) So much of the first sentence of section 202 

(d) (1) of such Act as follows subparagraph (C) is 

amended to read as follows: 

"shall be entitled to a child's insurance benefit for each 

month, begminning with the first month after August 1950 

in which such child becomes so entitled to such insurance 

benefits and ending with the month preceding whichever 

of the following first occurs

" (D) the month in which such child dies, marries, 

or is adopted (except for adoption by a stepparent, 

grandparent, aunt, or uncle subsequent to the death of 

such fu]Iy or currently insured individual), 

" (E) in the case of a child who is not under a 

disability (as so defined) at the time he attains the 

age of 18 and who during no part of the month in 

which he attains such age is a full-time student, the 

month in which such child attains the age of 18, 

" (F) in the case of a child who is a full-time stu

dent during the month in which he attains the age of. 18, 

the first month (beginning after he attains such age) 

during no part of which he is a full-time student or the 

month -in which he attains the age of 22, whichever 
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1 occurs earlier, but only if in the third month preceding 

2 such earlier month he was not under a disability (as 

3 so defined) which began before he attained the age of 

4 18, 

5 " (G) in the case of a child who first becomes en

6 titled to benefits under this subsection for the month in 

7 which he attains the age of 18 or a subsequent month 

8 and who in the month for which he becomes so entitled 

9 is not under a disability (as so defined) which began 

10 before he attained the age of 18, the first month 

11 (after he becomes so entitled) during no part of which 

12 he is a full-time -student or the month in which he at

13 tains the age of 22, whichever occurs earlier, 

14 " (H) in the case of a child who after he attains 

15 the age of 18 ceases to be under a disability (as so 

16 defined) which began before he attained the age of 18, 

17 and who either

18 " (i) attains the age of 22 before the close of 

19 the third month following the month in which he 

20 ceases to be under such disability, or 

21 " (ii) was a full-time student during no part 

22 of the third month following the month in which he 

23 ceases to be under such disability if he has been 

24 under a disability for a continuous period of at least 
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18 months (or the second month following the 

month in which he ceases to be under such disability 

if he has been under a disability for a continuous 

period of less than 18 months), 

the third month (or the second month) following the 

month in which he ceases to be under such disability, or 

" (I) in the case of a child who after he attains 

the age of 18 ceases to be under a disability (as so 

defined) which began before he attained the age of 18, 

but who has not attained the age of 22 before the close 

of the third month following the month in which he 

ceases to be under such disability if he has been under a 

disability for a continuous period of at least 18 months 

(or before the close of the second month following the 

month in which he ceases to be under such disability 

if he has been under a disability for a continuous period 

of less than 18 months) and is a full-time student 

in such third month (or such second month), the earlier 

of (i) the first month (after such third month or such 

second month) during no part of which he is a full-time 

student, or (ii) the month in which he attains the age 

of 22." 

(2) The second sentence of section 202 (d) (1) of such 

Act is repeal--d. 

(3) Section 202 (d) of such Act is further amended 
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1 by adding at the end thereof the following new paragraphs: 

2 " (7) A child whose entitlement to child's insurance 

3 benefits on the basis of the wages and self-employment in

4 come of an insured individual terminated with the month 

5 preceding the month in which such child attained the age 

6 of 18, or with a subsequent month, may again become en

7 titled to such benefits (provided no event specified in para

8 graph (1) (D) has occurred) beginning with the first 

9 month thereafter in which he is a full-time student and has 

10 not attained the age of 22 if he has filed application for such 

1L1 reentitlement. Such reentitlement shall end with the month 

12 preceding whichever of the following first occurs: The first 

13 month during no part of which he is a full-time student, the 

14 month in which he attains the age of 22, or the first month 

15 in which an event specified in paragraph (1) (ID) occurs. 

16 "(8) For the purposes of this subsection

17 " (A) A 'full-time student' is an individual who 

18 is in full-time attendance as a student at an educational 

19 institution, as determined by the Secretary (in accord

20 ance with regulations prescribed by him) in the light 

21 of the standards and practices of the institutions in

22 volved, except that no individual shall be considered a 

23 'full-time student' if he is paid by his employer while, 

J. 35-001-13 
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1 attending an educational institution at the request, or 

2 pursuant to a requirement, of his employer. 

3 " (B) Except to the extent provided in such regula

4 tions, an individual shall be deemed to be a full-time 

5 student during any period of nonattendance at an educa

6 tional institution at which he has been in full-time attend

7 ance if (i) such period is 4 calendar months or less, and 

8 (II) he shows to the satisfaction of the Secretary that he 

9 intends to continue to be in full-tirne attendance at an 

10 educational institution immediately following such 

11 period. An individual who does not meet the require

12 ment of clause (ii) with respect to such period of non

13 attendance shall be deemed to have met such require

14 ment (as of the beginning of such period) if he is in 

15 full-time attendance at an educational institution im

.16 mediately following such period. 

17 " (0) An 'educational institution' is (i) a school or 

18 college or university operated or directly supported by 

19 the United States, or by any State or local government 

20 or political t~h~i;in-hrn.nf or (i)I a sc'hool or coAllege 

21 or university which has been approved by a State or 

22 Accredited by a State-recognized or nationally-recognized 

23 accrediting agency or body, or (iii) a nornaccredited 

24 school or college or university whose credits are ac

25 cepted, on transfer, by not less than three institutions 
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which are so accredited, for credit on the same basis as if 

transferred from an institution so accredited." 

(c) (1) Section 202 of such Act is amended by insert

ing immediately after subsection (r) the following new 

subsection: 

"Child Aged 18 or Over Attending School 

"(s) (1) For the purposes of subsections (b) (1), (g) 

(1), (q)(5), and (q) (7)of this section and paragraphs 

(2) , (3) , and (4) of section 203 (c) , a child who is entitled 

to child's insurance benefits under subsection (d) for any 

month, and who has attained the age of 18 but is not in such 

month under a disability (as defined in section 223 (c) ) 

which began before he attained such age, shall be deemed 

not entitled to such benefits for such month, unless he was 

under such a disability in the third month before such month 

and had been under such disability for a continuous period 

of at least 18 months (or in the second month if he had been 

under such disability for a continuous period of less than 18 

months). 

" (2) Subsection (f) (4), and so much of subsections 

(b) (4), (d) (6) , (e) (4) , (g) (4), and (h) (4) of this sec

tion as precedes the semicolon, shall not apply in the case of 

any child unless such child, at the time of the marriage re

ferred to therein, was under a disability (as defined in section 

223 (c) ) which began before such child attained the age of 18 
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or had been under such a disability in the third month before 

the month in which such marriage occurred and had been 

under such disability for a continuous period of At least 18 

months (or in the second month if he had been under such 

disability for a continuous period of less than 18 months). 

" (3) Subsections (c) (2) (B) and (f) (2) (B) of this


section, so much of subsections (b)(4), (d)(6), (e) (4),


(g)(4), and (h) (4) of this section as follows the semi


colon, the last sentence of subsection (c)of section 203,


subsection (f) (1) (C) of section 203, and subsections


(li) (3)(B), (c) (6) (B) , (f) (3) (B) , and (g) (6) (B) 

of section 216 shall not apply inthe case of any child with 

respect to any month referred to therein unless insuch month 

or the third month prior thereto such child was under a dis

ability (as defined insection 223 (c)) which began before 

such child attained the age of 18 and had been under such 

disability for a continuous period of at least 18 months (or in 

the second month ifhe had been under such disability for a 

continuous period of less than 18 months) ." 

(2) So miwh of subsection (,c) (2) ofr suchecin0 

as precedes subparagraph (A) is amended by inserting 

" (subject to subsection (s) )" after "shall". 

(3) So much of subsection (d) (6) of such section 202 

as follows subparagraph (B) is amended by inserting "but 
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subject to subsection (s)" after "notwithstanding the pro

visions of paragraph (1)" 

(4) So much of subsection (e) (4) of such section 202 

as follows subparagraph (B) is amended by inserting "but 

subject to subsection (s)" after "notwithstanding the pro

visions of paragraph (1) " 

(5) So much of subsection (f) (2) of such section 202 

as precedes subparagraph (A) is amended by inserting 

",(subject to subsection (s) )" after "shall". 

(6) So much of subsection (f) (4) of such section 202 

as follows subparagraph (B) is amended by inserting "but 

subject to subsection (s)" after "notwithstanding the pro

visions of paragraph (1) " 

(7) So much of the first sentence of subsection (g) (1) 

of such section 202 as follows subparagraph (F) is amended 

by inserting " (subject to subsection (s) ) " after "shall". 

(8) So much of subsection (g) (4) of such section 202 

as follows subparagraph (B) is amended by inserting "but 

subject to subsection (s) " after "notwithstanding the provi

sions of paragraph (1) ". 

(9) So much of subsection (h) (4) of such section 202 

as follows subparagraph (B) is amended by inserting "but 

subject to subsection (s) " after "notwithstanding the pro

visions of paragraph (1) " 
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(10) The next to last sentence of subsection (c) 

of section 203 of such Act is amended by striking out "for 

any month in which" and inserting in lieu thereof "for any 

month in which paragraph (1) of section 202 (s) applies 

or" 

(11) The last sentence of subsection (c) of such section 

203 is amended by striking out "No" and inserting in lieu 

thereof "Subject to paragraph (3) of such section 202 (s), 

no" 

(12) The last sentence of subsection (f) (1) of such 

section 203 is amended by inserting "but subject to section 

202 (s) " after "Notwithstanding the preceding provisions 

of this paragraph". 

(13) Subsections (b) , (c) , (f) and (g) of section 216 

of such Act are each amended by inserting before the period 

at the end thereof " (subject, however, to section 202 (s) )" 
(14) Section 222 (b) of such Act is amended by adding 

at the end thereof the following new paragraph: 

" (4) The provisions of paragraph (1) shall not apply 

to any child entitled to benefits under section 202 (d), if he 

has attained the age of 18 but has not attained the age of 22, 

for any month during which he is a full-time student (as 

defined and determined under section 202 (d) ) ." 

(15) Section 225 of such Act is amended by adding at 

the end thereof the following new sentence: "The first sen

tence of this section shall not apply to any child entitled to 
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benefits under section 202 (d), if he has attained the age of 

18 but has not attained the age of 22, for any month during 

which he is a full-time student (as defined and determined 

under section 202 (d) )." 

(d) The amendments made by this section shall apply 

with respect to monthly insurance benefits under section 202 

of the Social Security Act for months after December 1964; 

except that

(1) in the case of an individual who was not en

titled to a child's insurance benefit under subsection 

(d) of such section for the month in which this Act is 

enacted, such amendments shall apply only on the basis 

of an application filed in or after the month in which 

this Act is enacted, 

(2) section 202 (d) (1) (II) (ii) of such Act (as 

amended by this section) shall apply only for months 

after the month in which this Act is enacted, and 

(3) no monthly insurance benefit shall be payable 

for any month before the second month following the 

month in which this Act is enacted by reason of section 

2'02 (d) (1) (B) (ii) of the Social Security Act as 

amended by this section. 

REDUCED BENEFITS FOP. WIDOWS AT AGE 60 

SEC. 307. (a) (1) Paragraph (1) (B) of section 202 

(e) of the Social Security Act (as amended by section 
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1 308 (b) of this Act) is amended by striking out "age 62" 

2 and inserting in lieu thereof "age 60". 

3 (2) Paragraph (2) of such section (as so amended) 

4 is amended by striking out "Such" and inserting in lieu 

5 thereof "Except as provided in subsection (q), such". 

6 (b) (1) Paragraph (1) of section 202 (q) of such 

7 Act is amended to read as follows: 

8 " (1) If the first month for which an individual is 

9 entitled to an old-age, wife's, husband's, or widow's insurance 

10 benefit is a month before the month in which such indi

11 vidual attains retirement age, the amount of such benefit 

:12 for each month shall, subject to the succeeding paragraphs 

13 of this subsection, be reduced by

14 " (A) 5/9 of 1 percent of such amount if such bene

15 fit is an old-age or 'widow's insurance benefit, or 25/36 

16 of 1 percent of such amount if such benefit is a wife's or 

17 husband's insurance benefit, multiplied by 

18 " (B) (i) the number of months in the reduction 

19 period for such benefit (determined under paragraph 

20 (6) ), if such benefit is for a month before the month 

21 in which such individual attains retirement age, or 

22 " (ii) the 'number of months in the adjusted reduc

23 tion period for such benefit (determined under para

24 graph (7) ), if such benefit is for the month in which 
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such individual altains retirement age or for any month 

thereafter." 

(2) Paragraph (3) (A) (as renumbered by section 

304 (c) of this Act) of such section is amended

(A) by striking out "wife's or husband's insurance 

benefit" each place it appears and inserting in lieu 

thereof "wife's, husband's, or widow's insurance bene

fit"; and 

(B) by striking out "age 62" and inserting in lieu 

thereof "age 62 (in the case of a wife's or husband's 

insurance benefit) or age 60 (in the case of a widow's 

insurance benefit) ". 

(3) Paragraph (3) (D) (as so renumbered) of such 

section is amended by striking out "wife's or husband's" and 

inserting in lieu thereof "wife's, husband's, or widow' s". 

(4) Paragraph (3) (as so renumbered) of such section 

is amended by adding at the end thereof the following new 

subparagraph: 

"(E) If the first month for which an individual is 

entitled to an old-age insurance benefit (whether such first 

month occurs before, with, or after the month in which such 

individual attains the age of 65) is a month for which such 

individual is also (or would, but for subsection (e) (1), be) 

entitled to a widow's insurance benefit to which such indi
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1 vidual was first entitled for a month before she attained 

2 retirement age, then such old-age insurance benefit shall be 

3 reduced by whichever of the following is the larger: 

4 "(i) the amount by which (but for this subpaxa

5 graph) such old-age insurance benefit would have been 

6 reduced under paragraph (1), or 

7 "(ii) the amount equal to the sum of the amount by 

8 which such widow's insurance benefit was reduced for 

9 the month in which such individual attained retirement 

10 age and the amount by which such old-age insurance 

11 benefit would be reduced under paragraph (1) if it were 

12 equal to the excess of such old-age insurance benefit 

13 (before reduction under this subsection) over such 

14 widow's insurance benefit (before reduction under this 

15 subsection) ." 

16 (5) Paragraph (5) (as so renumbered) of such sec

17 tion is amended by adding at the end thereof the following 

18 new subparagraph: 

19 " (D) No widow's insurance benefit for a month in which 
go APe hasq in'her care a cil of I,-Ap Sl husband (or 

21 deceased former husband) entitled to child's insurance bene

22 fits shall be reduced under this subsection below the amount 

23 to which she would have been entitled had she been entitled 

24 for such month to mother's insurance benefits on the basis of 

25 her deceased husband's (or deceased former husband's) 

9,6 wages and self-emp~loymernt income." 
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(6) Paragraph (6) (as so renumbered) of such sec

tion is amended

(A) by striking out "wife's, or husband's" and in

serting in lieu thereof "wife's, husband's, or widow's"; 

(B) by striking out "or husband's" in subparagraph 

(A) (i) and inserting in lieu thereof ", husband's, or 

widow's"; and 

(0) by striking out "age 65" in subparagraph (B) 

and inserting in lieu thereof "retirement age". 

(7) Paragraph (7) (as so renumbered) of such sec

tion is amended

(A) by striking out "wile's, or husband's" and in

serting in lieu thereof "wife's, husband's, or widow's"; 

and 

(B) by striking out "and" at the end of subpara

graph (B), by striking out the period at the end of 

subparagraph (C) and inserting in lieu thereof a comma, 

and by adding at the end thereof the following new sub

paragraphs: 

" (D) in the case of widow's insurance benefits, 

any month in which the reduction in the amount of 

such benefit was determined under paragraph (5) (D), 

" (E) in the case of widow's insurance benefits, any 

month before the month in which she attained retire

ment age for which she was not entitled to such benefit 
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1 because of the occurrence of an event that terminated 

2 her entitlement to such benefits, and". 

3 (8) Section 202 (q) of such Act (as amended by 

4 section 304 (c) of this. Act) is further amended by adding 

5 at the end thereof the following new paragraph: 

6 "(9). For purposes of this subsection, the term 'retire

7 ment age' means age 65 with respect to an old-age, wife's, 

8 or husband's insurance benefit and. age 62 with respect to 

9 a widow's insurance benefit." 

10 (c) The amendments made by this section shall apply 

11 with respect to monthly insurance benefits under section 202 

12 of the Social Security Act for and after the second month 

13 following the month in which this Act is enacted, but only 

14 on the basis of applications ifiled in or after the month in 

15 which this Act is enacted.. 

16 WIFE'S AND WIDOW'S BENEFITS FOR DIVORCED WOMEN 

17 Sxc. 308. (a) Section 202 (b) of the Social Security 

18 Act is amended to rea~d as follows: 

19 "Wife's Insurance Benefits 

21 every divorced wife (as defined in section 216 (d) ) of an 

22 individual entitled to old-age or disability insurance benefits, 

23 if such wife or such divorced wife

24 "(A) has filed application for wife's insurance 

25 benefits, 
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1 "(B)' has attained age 62 or (in the case of a wife) 

2 has in her care (individually or jointly with such indi

3 vidual) at the time of filing such application a child en

4 titled to a child's insurance benefit on the basis of the 

5 wages and sell-employment income of such individual, 

6 " (C) in the case of a divorced wife, has not re

'7 married, 

8 " (D) in the case of a divorced wife, was receiving 

9 at least one-hall of her support, as determined in accord

10 ance with regulations prescribed by the Secretary, from 

11 such individual, or was receiving substantial contribu

12 tions from such individual (pursuant to a written agree

13 ment) or there was in effect a court order for substantial 

14 contributions to her support from such individual

15 " (i) if he had a period of disability which did 

16 not end before the month in which he became en

17 titled to old-age or disability insurance. benefits, at 

18 the beginning of such period or at the time he be

19 came entitled to such benefits, or 

20 "(i) if he did not have such a period of dis

21 ability, at the time he became entitled to old-age 

22 insurance benefits, and 

23 " (E) is not entitled to'old-age or disability insur

24 ance benefits, or is entitled to old-age or disability 

25 insurance benefits based on a primary insurance amount 
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1which is less than one-half of the primary insurance 

amount of such individual, 

-1 shall (subject to subsection (s), be entitled to a wifre's 

4 insurance benefit for each month, beginning with the first 

5 month in which she becomes so entitled to such insurance 

6 benefits and ending with the month preceding the first month 

7 in which any of the following occurs

8 "(F) she dies, 

9 "(G) such individual dies, 

10 "(H) in the case of a wife, they are divorced and 

11 either (i) she has not attained age 62, or (ii) she has 

12 attained age 62 but has not been married to such in

13i dividual for a period of 20 years immediately before the 

14 date the divorce became effective, 

15 " (I) in the case of a divorced wife, she marries a 

16 person other than such individual, 

17 " (J) in the case of a wife who has not attained age 

18 62, no child of such individual is entitled to a child's 

19 insurance benefit, 

20 " (K) she becomes entitled to an old-age or dis

21 ability insurance benefit based on a primary insurance 

22 amount which is equal to or exceeds one-half of the pri

23 mary insurance amount of such individual, or 

24 " (L) such individual is not entitled to disability 

25 insurance benefits and is not entitled to old-age insurance 

26 benefits. 
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"(2) Except as provided in subsection (q), such wife's 

insurance benefit for each month shall be equal to one-half 

of the primary insurance amount of her husband (or, in the 

case of a divorced wife, her former husband) for such month. 

"(3) In the case of any divorced wife of an individual

"(A) who marries another individual, and 

"(B) whose marriage to the individual referred to 

in subparagraph (A) is terminated by divorce which 

occurs within 20 years after such marriage, 

the marriage to the individual referred to in subparagraph 

(A) shall, for the purposes of paragraph (1), be deemed not 

to have occurred. No benefits shall be payable under this sub

section by reason of the preceding sentence for any month 

before whichever of the following is the latest: (i) the 

month after the month in which the divorce referred to in 

subparagraph (B) of the preceding sentence occurs, (ii) the 

twelfth month before the month in which such divorced wife 

files application for purposes of this paragraph, or (iii) the 

second month after the month in which this paragraph is 

enacted. 

"(4) 	 In the case of any divorced wife who marries

" (A) an individual entitled to benefits under sub

section (f) or (h) of this section, or 

" (B) an individual who has attained the age of 

18 and is entitled to benefits under subsection (d), 

such divorced wife's entitlement to benefits under this sub
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-1 section shall, notwithstanding the provisions of paragraph 

2 (1) (but subject to subsection (s) ), not be terminated by 

3 reason of such marriage; except that, in the case of such a 

4 marriage to an individual entitled to benefits under sub

5 section (d), the preceding provisions of this paragraph shall 

6 not apply with respect to benefits for months after the last 

7 month for which such individual is entitled to such benefits 

8 under subsection (d) unless he ceases to be so entitled by 

9 reason of his death." 

10 (b) (1) Paragraphs (1) and (2) of section 202 (e) of 

11 such Act are amended to read as follows: 

12 " (1) The widow (as defined in section 216 (c) ) and 

13 every surviving divorced wife (as defined in section 216 

14 (d) ) of an individual who died a fully insured individual, if 

15 such widow or such surviving divorced wife-

16 "(A) has not remarried, 

17 "(B) has attained age 62, 

18 "(C) (i) has filed application for widow's insur

19 ance benefits, or was entitled, after attainment of age 

20 62, to wife's insurance benefits, on the basis of the 

21 wages and self-employment income of such individual, 

22 for the month preceding the month in which he died, or 

23 " (ii) was entitled, on the basis of such wages and 

24 self-employment income, to mother's insurance benefits 
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1 for the month preceding the month in which she attained 

2 age 62, 

3 "(ID) in the caue of a surviving divorced wife, was 

4 receiving at least one-half of her support, as determined 

5 in accordance with regulations prescribed by the Secre

6 tary, from such individual, or was receiving substantial 

7 contributions from such individual (pursuant to a w-rit1

8 ten agreement) or there was in effect a court order for 

9 substantial contributions to her support from such in

10 dividual

11 " (i) at the time of his death (or, if such indi

12 vidual had a period of disability which did not end' 

13 prior to the month in which he died, at the time such 

14 period began or at the time of his death) , or 

15 " (ii) at the time he became entitled to old-age 

16 insurance benefits or disability insurance benefits 

17 (or, if such individual had a period of disability 

18 which did not end before the month in which he 

19 became entitled to such benefits, at the time such 

20 period began or at the time he became entitled to 

21 such benefits), and 

22 " (E) is not entitled to old-age insurance benefits or 

23 is entitled to old-age insurance benefits each of which 

J. 35-001 14 
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is less than 821i percent of the primary insurance amount 

of such deceased individual, 

shall be entitled to a widow' s insurance benefit for each 

month, beginning with the first month in which she be

comes so entitled to such insurance benefits and ending with 

the month preceding the first month in which any of the 

following occurs: she remarries, dies, or becomes entitled 

to an old-age insurance benefit equal to or exceeding 8221 

percent of the primary insurance amount of such deceased 

individual. 

"(2) Such widow's insurance benefit for each month 

shall be equal to 821 percent of the primary insurance 

amount of such deceased individual." 

(2) Paragraphs (3) and (4) of section 202 (e) of 

such Act are amended by striking out "widow" each place 

it appears and inserting in lieu thereof "widow or surviving 

divorced wife". 

(3) Paragraph (4) of section 202 (e) of such Act is 

amended by striking out "widow's" and inserting in lieu 

thereof "widow's or suirvivinor divorced wife'S"* 

(4) Section 202 (e) of such Act is further amended by 

adding at the end thereof the following new paragraph: 

" (5) In the case, of any widow or surviving divorced 

wife 	of an individual

" (A) who marries another individual, and 
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1 "(B) whose marriage to the individual referred to 

2 in subparagraph (A) is terminated by divorce which 

3 occurs within 20 years after such marriage, 

4 the marriage to the individual referred to in subparagraph (A) 

5 shall, for the purposes of paragraph (1), be deemed not to 

6 have occurred. No benefits shall be payable under this sub

'7 section by reason of the preceding sentence for any month 

8 before whichever of the following is the latest: (i) the 

9 month after the month in which the divorce referred to in 

10 subparagraph (B) of the preceding sentence occurs, (ii) 

11 the twelfth month before the month in which such widow or 

12 surviving divorced wife files application for purposes of this 

13 paragraph, or (iii) the second month after the month in 

14 which this paragraph is enacted." 

15 (c) Section 216 (d) of such Act is amended to read as 

16 follows: 

17 "Divorced Wives; Divorce 

18 "(d) (1) The term 'divorced wife' means a woman 

19 divorced from an individual, but only if she had been married 

20 to such individual for a period of 20 years immediately before 

21 the date the divorce became effective. 

22 " (2) The term. 'surviving divorced wife' means a 

23 woman divorced from an individual who has died, but only 

24 if she had been married to the individual for a period of 20 
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.1 years immediately before the date the divorce became 

2 effective. 

3 "(3) The term 'surviving divorced mother' means a 

4 woman divorced from an individual who has died, but oniy if 

5 (A) she is the mother of his son or daughter, (B) she legally 

6 adopted his son or daughter while she was married to him and 

7 while such son or daughter was under the age of 18, (C) he 

8 legally adopted her son or daughter while she was married to 

9 him and while such son or daughter was under the age of 18, 

10 or (D) she was married to him at the time both of them 

11 legally adopted a child under the age of 18. 

12 "(4) The terms 'divorce' and 'divorced' refer to a 

13 divorce a vinculo matrimonii." 

14 (d) (1) Section 202 (c) (1) of such Act is amended 

15 by striking out "divorced a vinculo matrimonii," and insert

16 ing in lieu thereof "divorced,". 

17 (2) (A) Subsections (d) (6) (A), (f) (4) (A), and 

18 (h) (4) (A) of section 202 of such Act are each amended 

19 by inserting " (b) ," before " (e) ,". 

20 (Th SnhsentonsQ( and (c) o-f section 2160 o-f such 

21 Act are each amended by striking out " (e) or" and inserting 

22 in lieu thereof" (b) , (e),or". 

23 (3) Subparagraph (F) of section 202 (g) (1) of such 

24 Act is amended to read as follows: 

25 "(F) in the case of a surviving divorced mother
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(i) at the time of such individual's death (or, 

if such individual had a period of disability which 

did not end before the month in which he died, at 

the time such period began or at the time of such 

death) 

" (I) she was receiving at least one-half of 

her support, as determined in accordance with 

regulations prescribed by the Secretary, from 

such individual, or 

" (II) she was receiving substantial con

tributions from such individual (pursuant to a 

written agreement) , or 

" (III) there was a court order for sub

stantial contributions to her support from such 

individual, 

" (ii) the child referred to in subparagraph (E) 

is her son, daughter, or legally adopted child, and 

" (iii) the benefits referred to in such subpara

graph are payable on the basis of such individual's 

wages and self-employment income," 

(4) Section 202 (g) of such Act is amended by adding 

the following new paragraph: 

" (5) In the case of any widow or surviving divorced 

mother

" (A) who marries another individual, and 
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1 "(B) whose marriage to the individual referred to 

2 in subparagraph (A) is terminated by divorce which 

3occurs wVithin 20 years after such marriage, 

4 the marriage to the individual referred to in subparagraph 

5 (A) shall, for the purposes of paragraph (1), be deemed not 

6 to have occurred. No benefits shall be payable under this 

7 subsection by reason of the preceding sentence for any month 

8 prior to whichever of the following is the latest: (i) the 

9 month after the month in which the divorce referred to in 

10 subparagraph (B) of the preceding sentence occurs, (ii) the 

11 twelfth month before the month in which such widow or sur

12 viving divorced mother files application for purposes of this 

13 paragraph, or (iii) the second month after the month in 

14 which this paragraph is enacted." 

15 (5) Section 202 (g) of such Act is further amended 

16 by striking out "former wife divorced" each place it appears 

17 and inserting in lieu thereof "surviving divorced mother". 

18 (6) Section 203 (a) of such Act (as amended by sec

19 tion 301 (c) of this Act) is amended by striking out the 

20 period at the end of the first sentence and inserting in lieu 

21 thereof and by adding the following new paragraph:",or" 

22 "(3) when any of such individuals is entitled to 

23 monthly benefits as a divorced wife under section 

24 202 (b) or as a surviving divorced wife under section 

25 202 (e) for any month, the benefit to which she is en
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titled on the basis of. the wages and self-employment in

come of such insured individual for such month shall be 

determined without regard to this subsection, and the 

benefits of all other individuals who are entitled for such 

month to monthly benefits under section 202 on the 

wages and self-employment income of such insured in

dividual shall be determined as if no such divorced wife 

or surviving divorced wife were entitled to benefits for 

such month." 

(7) Section 203 (c) (4) of such Act is amended by 

striking out "former wife divorced" and inserting in lieu 

thereof "surviving divorced mother" 

(8) Section 203'(d) (1) of such Act is amended by 

striking out "wife," and inserting in lieu thereof "wife, 

divorced wife,". 

(9) The second sentence of section 205 (b) of such 

Act is amended by striking out "wife, widow, former wife 

divorced, and inserting in lieu thereof "wife, divorced wife, 

widow, surviving divorced wife, surviving divorced mother,". 

(10) Section 205 (c) (1) (C) of such Act is amended 

by striking out "former wife divorced," and inserting in lieu 

thereof "surviving divorced wife, surviving divorced 

mother,". 

(11) Section 222 (b) (3) of such Act is amended by 

inserting "divorced wife," after "wife,". 
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(e) The amendments made by this section shall be appli

cable with respect to monthly insurance benefits under title 

II of the Social Security Act beginning with the second 

month following the month in which this Act is enacted; 

but, in the case of an individual who was not entitled to a 

monthly insurance benefit under section 202 of such Act 

for the first month following the month in which this Act 

is enacted, only on the basis of an application filed in or 

after the month in which this Act is enacted. 

TRANSITIONAL INSURED STATUS 

SEm. 309. '(a) Title II of the Social Security Act is 

further amended by adding at the end thereof (after the new 

section 226 added by section 101 of this Act) the following 

new section: 

"cTRANSITIONAL INSURED STATUS 

"Sioc. 227. (a) In the case of any individual who attains 

the age of 72 before 1969 but who does not meet the re

quirements of section 214 (a) , the 6 quarters of coverage 

referred to in so much of paragraph (1) of section 214 (a) 

as follows clause (C) shall, instead, be 3 quarters of cover

age for purposes of determining entitlement of such individual 

to benefits under section 202 (a) , and of his wife to benefits 

under section 202 (b), but, in the case of such wife, only if 

she attains the age of 72 before 1969 and only with respect 

to wife's insurance benefits under section 202 (b) for and 
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after the month in which she attains such age. For each 

month before the month in which any such individual meets 

the requirements of section 214 (a), the amount of his old-

age insurance benefit shall, notwithstanding the provisions of 

section 202 (a), be $35 and the amount of the wife's insur

ance benefit of his wife shall, notwithstanding the provisions 

of section 202 (b) , be $17.50. 

" (b) In the case of any individual who has died, who 

does not meet the requirements of section 214 (a) , and whose 

widow attains age 72 before 1969, the 6 quarters of cover

age referred to in paragraph (3) of section 214 (a) and in 

so much of paragraph (1) thereof as follows clause (C) 

shall, for purposes of determining her entitlement to widow's 

insurance benefits under section 202 (e) , instead be-

" (1) 3 quarters of coverage if such widow attains 

the age of 72 in or before 1966, 

" (2) 4 quarters of coverage if such widow attains 

the age of 72 in 1967, or 

" (3) 5 quarters of coverage if such widow attains 

the age of 72 in 1968. 

The amount of her widow's insurance benefit for each month 

shall, notwithstanding the provisions of section 202 (e) (and 

section 202 (in)), be $35. 

" (c) In the case of any individual who becomes, or 

upon filing application therefor would become, entitled to 
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benefits under section 202 (a) by reason of the application 

of subsection (a) of this section, who dies, and -whose widow 

attains the age of 72 before 1969, such deceased individual 

shall be deemed to meet the requirements of subsection (b) 

of this section for purposes of determining entitlement of such 

widow to widow's insurance benefits under section 202 (e) ." 

(b) The amendment made by subsection (a) shall 

apply in the case of monthly benefits under title II of the 

Social Security Act for and after the second month follow

ing the month in which this Act is enacted on the basis 

of applications ifiled in or after the month in which this Act 

is enacted. 

INCREASE IN AMOUNT AN INDIVIDUAL IS PERMITTED TO 

EARN WITHOUT SUFFERING FULL DEDUCTIONS FROM 

BENEFITS 

SEC. 310. (a) Paragraph (3) of section 203 (f) of the 

Social Security Act is amended by striking out "$500" 

wherever it appears therein and inserting in lieu thereof 

"$1,200". 

(h The- ame-ndy-ents made by,, subsection a-hl 

apply with respect to taxable years ending after December 

31, 1965. 

COVERAGE FOR DOCTORS OF MEDICINE 

SEC. 311. (a) (1) Section 211 (c) (5) of the Social 

Security Act is amended to read as follows: 
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1 "(5) The performance of service by an individual 

2 in the exercise of his profession as a Christian Science 

3 practitioner." 

4 (2) Section 211 (c) of such Act is further amended by 

5 striking out the last two sentences and inserting in lieu 

6 thereof the following: "The provisions of paragraph (4) or 

7 (5) shall not apply to service (other than service performed 

8 by a member of a religious order who has taken a vow of 

9 poverty as a member of such order) performed by an mn

10 dividual during the period for which a certificate filed by 

11 him under section 1402 (e) of the Internal Revenue Code 

12 of 1954 is in effect." 

13 (3) Section 210 (a) (6) (C) (iv) of such Act is 

14 amended by inserting before the semicolon at the end thereof 

15 the following: ", other than as a medical or dental intern 

16 or a medical or dental resident in training". 

17 (4) Section 210 (a) (13) of such Act is amended by 

is striking out all that follows the first semicolon. 

19 (b) (1) Section 1402 (c) (5) of the Internal Revenue 

20 Code of 1954 (relating to definition of trade or business) is 

21 amended to read as follows: 

22 " (5) the performance of service by an individual 

23 in the exercise of his profession as a Christian Science 

24 practitioner." 

25 (2) Section 1402 (c) of such Code is further amended 
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I by striking out the last two sentences and inserting in lieu 

2 thereof the following: "The provisions of paragraph (4) or 

3 (5) shall not apply to service (other than service performed 

4 by a member of a religious order who has taken a vow of 

5 poverty as a member of such order) performed by an mn

6 dividual during the period for which a certificate filed by 

7 him under subsection. (e) is in effect." 

8 (3) (A) Section 1402 (e) (I ~of, such Code (relating 

9 to filing- of waiver certificate by ministers, members of reli

10 gious orders, and Christian Science practitioners) is amended 

1-1 by striking out "extended to service" and all that follows and 

12 inserting in lieu thereof "extended to service described in 

13 subsection (c) (4) or (c) (5) performed by him." 

14 (B) Clause (A) of section 1402 (e) (2) of such Code 

15 (relating to time for filing -waiver certificate) is amended 

-16 to read as follows: "(A) the due date of the return (includ

17 ing any extension thereof) for his second taxable year ending 

18 after 1954 for which he has net earnings from self-employ

19 ment (computed without regard to subsections (c) (4) and 

20 (c (5)I g10-f $41M or- more., any pawrt of whic-h was derived 

21 from the performance of service described in subsection (c)

22 (4) or (o) (5) ; or". 

23 (4) Section 3121 (b) (6) (C) (iv) of -such Code (re

24. lating to definition of employment) is amended by inserting 

25 before the semicolon at the end thereof the following: 



1 other than as a medical or dental intern or a medical or 

2 dental resident in training". 

3 (5) Section 3121 (b) (13) of such Code is amended 

4 by striking out all that follows the first semicolon. 

5 (c) The amendments made by paragraphs (1) and 

6 (2)of subsection (a), and by paragraphs (1), (2), and 

'7 (3) of subsection (b), shall apply only with respect to 

8 taxable years ending after December 31, 1965. The amend

9 ments made by paragraphs (3.) and (4)of subsection (a), 

10 and by paragraphs (4) and (5)of subsection (b), shall 

11 apply only with respect to services performed after 1965. 

12 GROSS INCOME OF FARMERS 

13 SEC. 312. (a) The second sentence following paragraph 

14 (8) in section 211 (a) of the Social Security Act is amended 

15 by striking out "$1,800" each place it appears and inserting 

16 in lieu thereof "$2,400", and by striking out "$1,200" each 

17 place it appears and inserting in lieu thereof "$1,600". 

18 (b) The second sentence following paragraph (9) in 

19 section 1402 (a) of the Internal Revenue Code of 1954 (re

20 lating to net earnings from self-employment) is amended 

21 by striking out "$1,800" each place it appears and inserting 

22 in lieu thereof "$2,400", and by striking out "$1,200" each 

23 place it appears and inserting in lieu thereof "$1,600". 

24 (c) The amendments made by this section shall apply 
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1only with respect to taxable years beginning after December 

2 31, 1965. 

3 COVERAGE OF TIPS 

4 SiEc. 313. (a) (1) Section 209 of the Social Security 

5 Act is amended by striking out "or" at the end of subsec

6 tion (j) , by striking out the period at the end of subsection 

'7 (k) and inserting in lieu thereof "; or", and by adding im

8 mediately after subsection (k) the following new subsection: 

9 "(1) (1) Tips paid in any medium other than cash; 

10 "(2) Cash tips received by an employee in any calen

11 dar month in the course of his employment by an employer 

12 unless the amount of such cash tips is $20 or more." 

13 (2) Section 209 of such Act is further amended by 

14 adding at the end thereof the following new paragraph: 

15 "For purposes of this title, tips received by an employee 

16 in the course of his employment shall be considered remu

17 neration for employment. Such tips shall be deemed to be 

18 paid to the employee by the employer and shall be deemed 

19 to be so paid At the time a written statement including such 

20 tips is furnished to the employer pursuant to section 6053 (a) 

21 of the Internal Revenue Code of 1954 or (if no statement 

22 including such tips is so furnished) at the time received." 

23 (b) Section 451 of the Internal Revenue Code of 1954 

24 (relating to general rule for taxable year of inclusion) is 

25 amended by adding at the end thereof the following new sub

26 section: 
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"(c) SPECIAL RULE FoR EMPLoYEE, Tips.-For pur

poses of subsection (a), tips included in a written statement 

furnished an employer by an employee pursuant to section 

6053 (a) shall be deemed to be received at the time the 

written statement including such tips is furnished to the 

employer." 

(c) (1) Section 3102 of such Code (relating to deduc

tion of tax from wages) is amended by adding at the end 

thereof the following new subsection: 

"(c) SPECIAL RUTLE FOR Tips.

" (1) In the case of tips which constitute wages, 

subsection (a) shall be applicable only to such tips as 

are included in a written statement furnished to the em

ployer pursuant to section 6053 (a), and only to the 

extent that collection can be made by the employer, at 

or after the time such statement is so furnished and be

fore the close of the 10th day following the calendar 

month in which the tips were received, by deducting the 

amount of the tax from such wages of the employee 

(excluding tips, but including funds turned over by the 

employee to the employer pursuant to paragraph (2)) 

as are under control of the employer. 

" (2) If the tax imposed by section 3 101, with re

spect to tips received by an employee during a calendar 

month which are included in written statements fur
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1 nished to the employer pursuant to section 6053 (a), 

2 exceeds the wages of the employee (excluding tips) 

3 from which the employer is required to collect the tax 

4 under paragraph (1), the employee shall furnish to the 

5 employer on or before the 10th day of the following 

6 month an amount of money equal to the amount of the 

'7 excess. 

8 "(3) The Secretary or his delegate may, under 

9 regulations prescribed by him, authorize employers

10 " (A) to estimate the amount of tips that will 

11 be reported by the employee pursuant to section 

12 6053 in any quarter of the calendar year, 

13 "(B) to determine the amount to be deducted 

14 upon each payment of wages (exclusive of tips) 

15 during such quarter as if the tips so estimated 

16 constituted the actual tips so reported, and 

17 " (C) to deduct upon any payment of wages 

18 (other than tips) to such employee during such 

19 quarter such amount as may be necessary to adjust 

20 the amount actually deducted upon such wages of 

21 the employee during the quarter to the amount re

22 quired to be deducted during the quarter without 

23 regard to this paragraph." 

24 (2) The second sentence of section 3102 (a) of such 
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1 Code is amended by inserting before the period at the end 

2 thereof the following: "; and an employer who is furnished 

3 by an employee a written statement of tips (received in a 

4 calendar month) pursuant to section 6053 (a) to which 

5 paragraph (12) (B) of section 3121 (a) is applicable may 

6 deduct an amount equivalent to such tax with respect to such 

7 tips from any wages of the employee (exclusive of tips) 

8 under his control, even though at the time such statement is 

9 furnished the total amount of the tips included in statements 

10 furnished to the employer as having been received by the 

11 employee in such calendar month in the course of his em

12 ployment by such employer is less than $20". 

13 (3) Section 3121 (a) of such Code (relating to defini

14 tion of wages under the Federal Insurance Contributions 

15 Act) is amended by striking out "or" at the end of para

16 graph (10), by striking out the period at the end of para

17 graph (11) and inserting in lieu thereof "; or "', and by 

18 adding after paragraph (11) the following new paragraph: 

19 "(12) (A) tips paid in any medium other than 

20 cash; 

21 "(B) cash tips received by an employee in any 

22 calendar month in the course of his employment by an 

23 employer unless the amount of such cash tips is $20 

24 or more."Y 

J. 35-001---15 
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(4) Section 3121 of such Code is further amended by 

adding at the end thereof the following new subsection: 

" (q) Tips.-For purposes of this chapter, tips received 

by an employee in the course of his employment shall be 

considered remuneration for employment. Such tips shall 

be deemed to be paid to the employee by the employer, 

and shall be deemed to be so paid at the time a written 

statement including such tips is furnished to the employer 

pursuant to section 6053 (a) or (if no statement including 

such tips is so furnished) at the time received." 

(d) (1) Section 3401 of such Code (relating to defi

nitions for purposes of collecting income tax at source on 

wages) is amended by adding at the end thereof the fol

lowing new subsection: 

" (f) Tips.-For purposes of subsection (a), the term 

'wages' includes tips received by an employee in the course 

of his employment. Such tips shall be deemed to be paid 

to the employee by the employer, and shall be deemed to 

be so paid at the time a written statement including such 

tips isL furjLnishe to, themploye sectioAn605p-sun to_,~ (a) 

or (if no statement including such tips is so 'furnished) at 

the time received." 

(2) Section 3401 (a) of such Code (relating to defini

tion of wages for purposes of collecting income tax at 

source) is amended by striking out ", or"~at the end of 
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paragraph (6) and inserting in lieu thereof "; or", by strik

ing out the period at the end of paragraph (12) and insert

ing in lieu thereof "; or", by striking out the period at the 

end of paragraph (15) and inserting in lieu thereof "; or", 

and by adding after paragraph (15) the following new 

paragraph: 

"(16) (A) as tips in any medium other than cash; 

"(B) as cash tips to an employee in any calendar 

month in the course of his employment by an employer 

unless the amount of such cash tips is $20 or more." 

(3) Subsection (a) of section 3402 of such Code 

(relating to income tax collected at source) is amended by 

striking out "subsection (j)" and inserting in lieu thereof 

"subsections (j) and (k)". 

(4)Section 3402 of such Code isfarther amended by


adding at the end thereof the following new subsection:


"(k) Tips.-In the case of tips which constitute wages, 

subsection (a)shall be applicable only to such tips as are 

included in a written statement furnished to the employer 

pursuant to section 6053 (a), and only to the extent that 

the tax can be deducted and withheld by the employer, at 

or after the time such statement isso furnished and before 

the close of the calendar year inwhich the employee receives 

the tips which are included insuch statement, from such 

wages of the employee (excluding tips, but includin funds 
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1 turned over by the employee to the employer for the pur

2 pose of such deduction and withholding) as are under the 

3 control of the employer; and an employer who is furnished 

4 by an employee a written statement of tips (received in a 

5 calendar month) pursuant to section 6053 (a) to which 

6 paragraph (16) (B) of section 3401 (a) is applicable may 

7 deduct and withhold the tax with respect to such tips from 

8 any wages of the employee (excluding tips) under his 

9 control, even though at the time such statement is furnished 

-10 the total amount of the tips included in statements furnished 

11 to the employer as having been received by the employee 

12 in such calendar month in the course of his employment by 

13 such employer is less than $20. Such tax shall not at any 

14 time be deducted and withheld in an amount which exceeds 

15 the aggregate of such wages and funds minus any tax re

16 quired by section 3102 (a) to be collected from such wages." 

17 (e) (1) Section 6051 (a) of such Code (relating to 

18 receipts for employees) is amended by adding at the end 

19 thereof the following new sentence: "In the case of tips 

9lreceived by an epoeinthe course of b-is employment, 

21 the amounts required to be shown by paragraph (3) shall 

22 include only such tips as are included in statements furnished 

23 to the employer pursuant to section 6053 (a) ; and the 

24 amounts required to be shown by paragraph (5) shall include 

25 only such tips as are reported by the employee to the em

26 ployer pursuant to section 6053 (b) ." 
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1 (2) (A) Subpart C of part III of subchapter A of 

2. chapter 61 of such Code (relating to information regarding 

3 wages paid employees) is amended by adding at the end 

4 thereof the following new section: 

5 "SEC. 6053. REPORTING OF TIPS. 

6 " (a) Every employee who, in the course of his employ

7 ment by an employer, receives in any calendar month tips 

8 which are wages (as defined in section 3121 (a) or section 

9 3401 (a) ) shall report all such tips in one or more written 

10 statements furnished to his employer on or before the 10th 

11 day following such month. Such statements shall be fur

12 nished by the employee under such regulations, at such other 

13 times before such 10th day, and in such form and manner, as 

14 may be prescribed by the Secretary or his delegate. 

15 " (b) For purposes of sections 3102 (c) , 3111, 6051 

16 (a), and 6652 (c) , tips received in any calendar month shall 

17 be considered reported pursuant to this section only if they 

18 are included in such a statement furnished to the employer on 

19 or before the 10th day following such month and only to 

20 the extent that the tax imposed with respect to such tips 

21 by section 3101 can be collected by the employer under 

22 section 3102." 

23 (B) The table of sections for such subpart C is amended 

24 by adding at the end thereof the following: 

"See. 6053. Reporting of tips." 
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1 (3) Section 6652 of such Code (relating to failure to 

2 file certain information returns) is amended by redesignating 

3subsection (c) as subsection (d) and by inserting after sub== 

4 section (b) the following new subsection: 

5 " (c) FAILuRE, To REPORT TIPS.-In the case of tips 

6 to which section 6053 (a) applies, if the employee fails to 

'7 report any of such tips to the employer pursuant to section 

8 6053 (b), unless it is shown that such failure is due to 

9 reasonable cause and not due to willful neglect, there shall 

10 be paid by the employee, in addition to the tax imposed by 

11 section 3101 with respect to the amount of the tips which 

12 he so failed to report, an amount equal to such tax." 

i13 (f) Section 3iii of such Code (relatmig to -rate of tax 

14 on employers under the Federal Insurance Contributions 

15 Act), as amended by section 321 of this Act, is amended 

16 by adding at the end thereof the following new subsection: 

17 "(c) Tips.-In the case of tips which constitute wages, 

18 the tax imposed by this section shall be applicable only to 

19 such tips as are reported by the employee to the taxpayer 

20 pursuant to section 6053 (b) ." 

21 (g) The amendments made by this section shall apply 

22 only with respect to tips received by employees after 1965. 

23 ]INCLUSION OF ALASKA AND) KENTUCKY AMONG STATES 

24 PERMITTED TO DIVIDE THEIR RETIREMENT SYSTEMS 

25 SEC. 314. The first sent~ence of section 218 (d) (6) (0) 

26 of the Social Security Act is amended
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(1) by inserting "Alaska," before "California",; 

and 

(2) by inserting "Kentucky," before "Massachu

setts". 

ADDITIONAL PERIOD FOR ELECTING COVERAGE UNDER 

DIVIDED RETIREMENT SYSTEM 

SEC. 315. The first sentence of section 218 (d) (6) (F) 

of the Social Security Act is amended by striking out "1963" 

and inserting in lieu thereof "1967". 

EMPLOYEES OF NONPROFIT ORGANIZATIONS 

SEC. 316. (a) (1) Section 3121 (k) (1) (B) (iii) of 

the Internal Revenue Code of 1954 (relating to effective 

date of exemption of religious, charitable, and certain other 

organizations) is amended to read as follows: 

" (iii) the first day of any calendar quarter 

preceding the calendar quarter in which the cer

tificate is ifiled, except that such date may not 

be earlier than the first day of the twentieth calen

dar quarter preceding the quarter in which such 

certificate is ifiled." 

(2) The amendment made by paragraph (1) shall 

apply in the case of any certificate filed under section 3121 

(k) (1) (A) of such Code after the date of the enactment 

of this Act. 

(b) Section 3121 (k) (1) of such Code (relating to 
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1 waiver of exemption by religious, charitable, and certain 

2 othier organizations) is further amended by adding at the end 

3 thereof the following -newsubparagraph: 

4 " (H) An organization which friles a certificate 

5 under subparagraph (A) before 1966 may amend 

6 such certificate during 1965 or 1966 to make the 

7 certificate effective with the first day of any calendar 

8 quarter preceding the quarter for which such cer

9 tificate originally became effective, except that such 

10 date may not be earlier than the first day of the 

11 twentieth calendar quarter preceding the quarter in 

12 which such certificate is so amended." 

JL~j (c) (1) Section 105 (b) of the Social Security Amend

14 ments of 1960 is amended to read as follows: 

15 "(b) (1)If

16 " (A) an individual performed service inthe 

17 employ of an organization with respect to which 

18 remuneration was paid before the first day of the 

19 calendar quarter in which the organization filed 

20 a waiver certificate pursuant to section 3121 (k) 

21 (1) of the Internal Revenue Code of 1954, and 

22 such service is excepted from employment under 

23 section 210 (a) (8) (B) of the Social Security Act, 

24 " (B) such service would have constituted em

25 ployment as defined in section 210 of such Act if 
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:1 the requirements of section 3121 (k) (1) of such 

2 Code were satisfied, 

3 "(C) such organization paid, on or before the due 

4 date of the tax return for the calendar quarter be

5 fore the calendar quarter in which the organization 

6 filed a certificate pursuant to section 3121 (k) (1) 

7 of such Code, any amount, as taxes imposed by sec

8 tions 3101 and 3111 of such Code, with respect to 

9 such remuneration paid by the organization to the 

10 individual for such service, 

11 "(D) such individual, or a fiduciary acting 

12 for such individual or his estate, or his survivor 

13 (within the meaning of section 205 (c) (1) (C) of 

14 such Act), requests that such remuneration be 

15 deemed to constitute remuneration for employment 

16 for purposes of title 1I of such Act, and 

17 " (E) the request is made in such form and 

18 manner, and with such official, as may be pre

19 scribed by regulations made by the Secretary of 

20 Health, Education, and Welfare., 

21 then, subject to the conditions stated in paragraphs (2), 

22 (3), (4), and (5), the remuneration with respect to which 

23 the amount has been paid as taxes shall be deemed to con

24 stitute remuneration for employment for purposes of title II 

25 of such Act. 
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"(2) Paragraph (1) shall not apply with respect to 

an individual unless the organization referred to in paragraph 

(1) (A) , on or before the date on which the request de

scribed, in paragraph (1) is madec, has filed a certificate 

pursuant to section 3121 (k) (1) of such Code. 

" (3) Paragraph (1) shall not apply with respect to 

an individual who is employed by the organization referred 

to in paragraph (2) on the date the certificate is filed. 

" (4) If credit or refund of any portion of the amount 

referred to in paragraph (1) (0) (other than a credit or 

refund which would be allowed if the service constituted 

employment for purposes of chapter 21 of such Code) has 

been obtained, paragraph (1) shall not apply with respect 

to the individual unless the a~mount credited or refunded 

(including any interest under section 6611 of such Code) 

is repaid before January 1, 1968, or, if later, the first day 

of the third year after the yea~r in which the organization 

filed a certificate pursuant to section 3121 (k) (1) of such 

Code. 

"(5) Paragrap~h (1) shall1 not ap-plyto n evc 

performed for the organization in a period for which a 

certificate filed pursuant to section 3121 (k) (1) of such 

Code is not in effect." 

(2)' The amendment made by paragraph (1) shall 

take effect on the date of the enactment of this Act. The 
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-1 provisions of section 105 (b) of the Social Security Amend

2 ments of 1960 which were in effect before the date of the 

3 enactment of this Act shall be applicable with respect to 

4 any request filed under section 105 (b) (1) of such Amend

5 ments before such date. Nothing in the preceding sentence 

6 shall prevent the fiing of a request under section 105 (b) (1) 

7 of such Amendments as amended by this Act. 

8 COVERAGE OF TEMPORARY EMPLOYEES OF THrE DISTRICT 

9 OF COLU1IMBIA 

10 SEC. 317. (a) Section 210 (a) (7) of the Social Security 

11 Act is amended

12 (1) by striking out "or"~at the end of subpara,

13 graph (B) , 

14 (2). by striking out the semicolon at the end of 

:15 subparagraph (C) (ii) and inserting in lieu thereof 

16 ", 1Orly, and 

17 (3) by adding after subparagraph (C) the follow

18 ing new subparagraph: 

19 " (D) service performed in the employ of the iDis

20 trict of Columbia or any instrumentality which is wholly 

21 owned thereby, if such service is not covered by a re

22 tirement system established by a law of the United 

23 States; except that the provisions of this subparagraph 

24 shall not be applicable to service performed
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"(i) in a hospital or penal institution by a 

patient or inmate thereof; 

" (ii) by any individual as an employee in

cluded under section 2 of the Act of August 4.. 

1947 (relating to certain interns, student nurses, 

and other student employees of hospitals of the 

District of Columbia Government; 5 U.S.C. 1052), 

other than as a medical or dental intern or as a 

medical or dental resident in training; 

" (iii) by any individual as an employee serving 

on a temporary basis in case of fire, storm, snow, 

earthquake, flood, or other similar emergency; or 

" (iv) by a member of a board, committee, or 

council of the District of Columbia, paid on a per 

diem, meeting, or other fee basis ;". 

(b) Section 3121 (b) (7) of the Internal iRevenue Code 

of 1954 (relating to certain services not included in defini

tion of employment) is amended

(1) by striking out "or" at the end of subpara

garaph (A), 

(2) by striking out the semicolon at the end of 

subparagraph (B) and inserting in lieu thereof ", or", 

and 

(3) by adding after subparagraph (B) the fol

lowing new subparagraph: 
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1 "(C) service performed in the employ of the 

2 District of Columbia or any instrumentality which is 

3 wholly owned thereby, if such service is not covered 

4 by a retirement system established by a law of the 

5 United States.; except that the provisions of this 

6 subparagraph shall not be applicable to service 

7 performed

8 "(i) in a hospital or penal institution by a 

9 patient or inmate thereof; 

10 "(ii) by any individual as an employee in

11 cluded under section 2 of the Act of August 4, 

12 1947 (relating to certain interns, student nurses, 

13 and other student employees of hospitals of the 

14 District of Columbia Government; 5 U.S.C. 1052), 

15 other than as a medical or dental intern or as a 

16 medical or dental resident in training; 

17 " (iii) by any individual as an employee serv

18 ing on a temporary basis in case of fire, storm, 

19 snow, earthquake, flood or other similar emergency; 

20 or 

21 " (iv) by a member of a board, coimmittee, or 

22 council of the District of Columbia, paid on a per 

23 diem, meeting, or other fee basis;". 

24 (o) (1) Section 3125 of such Code (relating to returns 
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11 in the case of governmental employees in Guam and Amer

2 ican Samoa) is amended by adding at the end thereof the, 

3following new subsection. 

4 "(c) DISTRICT OF COLUMBTA.-In the case of the 

5 taxes imposed by this chapter with respect to service per

6 formned in the employ of the District of Columbia or in 

7 the employ of any instrumentality which is wholly owned 

8 thereby, the return and payment of the taxes may be made 

9 by the Commissioners of the District of Columbia or by 

10 such agents as they may designate. The person making 

11 such return may, for convenience of administration, effective 

12 with respect to remuneration paid before 1971, make pay

13 ments of the tax imposed by section 3111 with respect 

14 to such service without regard to the $5,600 limitation in 

15 section 3121 (a) (1) and, effective with respect to remunera

16 tion paid after 1970, without regard to the $6,600 limita

17 tion in such section 3121 (a) (1)." 

18 (2) The heading of such section 3125 is 

19 amended by striking out "AND AMERICAN SAMOA"9 and in

20 serting in lieu thereof ", AMERICAN SAMOA, AND THE 

21 DISTRICT OF COLUMBIA". 

22 (3) The table of sections for subchapter C of chapter 21 
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1 of such Code (relating to general provisions for Federal In

2 surance Contributions Act) is amended by striking out 

"See. 3125. Returns in the case of governmental employees 
in Guam and American Samoa." 

3 and inserting in lieu thereof 

"Sec. 3125. Returns in the case of governmental employees 
in Guam, American Samoa, and the District 
of Columbia." 

4 (d) Section 6205 (a) of such Code (relating to ad

5 justment of tax) is amended by adding at the end thereof 

6 the following new paragraph: 

7 " (4) DISTRICT OF COLUMBIA AS EMPLOYER.-For 

8 purposes of this subsection, in the case of remuneration 

9 received during any calendar year from the District of 

10 Columbia or any instrumentality which is wholly owned 

11. thereby, the Commissioners of the District of Columbia 

12 and each agent designated by them who makes a return 

13 pursuant to section 3125 shall be deemed a separate 

14 emloyer." 

15 (e) Section 6413 (a) of such Code (relating to adjust

16 ment of certain employment taxes) is amended by adding. at 

17 the end thereof the following paragraph: 

18 " (4) DISTRICT OF COLUMBIA AS EMPLOYER.-For 

19 purposes of this subsection, in the case of remuner
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1 ation received during any calendar year from the District 

2 of Columbia or any instrumentality which is wholly 

3 owxied ituereIy, Lue 1JURIIusioneuirs of the District of 

4 Columbia and each agent designated by them who 

5 makes a return pursuant to section 3125 shall be deemed 

6 a separate employer." 

7 (f) (1) Section 6413 (c) (2) of such Code (relating 

8 to applicability of special refunds to certain employment 

9 taxes) is amended by adding at the end thereof the follow

10 ing new subparagraph: 

11 " (F) GovERNMENTAL EMPLOYEES IN THE 

12 DISTRICT OF COLUJMBIA.-In the case of remunera

13 tion received from the District of Columbia or any 

14 instrumentality wholly owned thereby, during any 

15 calendar year, the Commissioners of the District of 

16 Columbia and each agent designated by them who 

17 makes a return pursuant to section 3125 (c) shall, 

18 for purposes of this subsection, be deemed a sepa

19 rate employer." 

20 (2) The heading of such section 6413 (c) (2) is 

21 amended by striking out "AND AMERICAN SAMOA" and in

22 serting in lieu thereof ", AMERICAN SAMOA, AND THE DIS

23 TRICT OF COLUMBIA". 

24 (g) The amendments made by this section shall apply 

25 with respect to service performed after the calendar quarter 
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1L in which this section is enacted and after the calendar quar

2 ter in which the Secretary of the Treasury receives a cer

3 tification from the Commissioners of the District of Colum

4 bia expressing their desire to have the insurance system 

5 established by title II (and part A of title XVIII) of the 

6 Social Security Act extended to the officers and employees 

7 coming under the provisions of such amendments. 

8 COVERAGE FOR CERTAIN ADDITIONAL HOSPITAL 

9 EMPLOYEES IN CALIFORNIA 

10 SEC. 318. Section 102 (k) of the Social Security 

11 Amendments of 1960 is amended by inserting "(1)"~ im

12 mediately after " (k) ", and by adding at the end thereof 

13 the following new paragraph: 

14 " (2) Such agreement, as modified pursuant to para

15 graph (1) , may at the option of such State be further 

16 modified, at any time prior to the seventh month after the 

17 month in which this paragraph is enacted, so as to apply 

18 to services performed for any hospital affected by such 

19 earlier modification by any individual who after December 

20 31, 1959, is or was employed by such State (or any politi

21 cal subdivision thereof) in any position described in para

22 graph (1). Such modification shall be effective with re

23 spect to (A) all services performed by such individual in 

24 any such position on or after January 1, 1962, and (B) 

J. 35-001-16 
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-1 all such services, performed before such date, with respect 

2 to which amounts equivalent to the sum of the taxes which 

3 would have been imposed by sections 3101 and 3111 of 

4 the Internal Revenue Code of 1954 if such services had 

5 constituted employment for purposes of chapter 21 of such 

6 Code at the time they were performed have, prior to the 

7 date of the enactment of this paragraph, been paid." 

8 TAX EXEMPTION FOR RELIGIOUS GROUPS OPPOSED TO 

9 INSURANCE 

10 SEC. 319. (a) Subsection (c) of section 1402 of the 

11 Internal Revenue Code of 1954 is amended by striking out 

12 "or" at the end of paragraph (4), by striking out the period 

13 at the end of paxagraph (5) and inserting in- lieu thereof 

14 "; or", and by adding after paragraph (5) the following 

15 new paragraph: 

16 " (6) the performance of service by an individual 

17 during the period for which an exemption under subsec

18 tion (h) is effective with respect to him." 

19 (b) Subsection (c) of section 211 of the Social Security 

20 Act is amended by striking out "or" at the end of parag-raph~ 

21 (4), by striking out the period at the end of paragraph (5) 

22 and inserting in lieu thereof "; or", and by adding after 

23 paragraph (5) the following new paragraph: 

24 " (6) The performance of service by an individual 

25 during the period for which an exemption under sec
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1 tion 1402 (h) of the Internal Revenue Code of 1954 

2 is effective with respect to him." 

3 (c) Section 1402 of the Internal Revenue Code of 1954 

4 is further amended by adding at the end thereof the following 

5 new subsection: 

6 "(h) MEMTBERES OF CERTAIN RELIGIO-US FAITIEIS.

'7 " (1) EXEMPTION.-Any individual may file an ap

8 plica~tion (in such form and manner, and with such offi

9 cial, as may be prescribed by regulations under this 

10 chapter) for an exemption from the tax imposed by 

U1 this chapter if he is a member of a recognized religious 

12 sect or division thereof and is an adherent of established 

13 tenets or teachings of such sect or division by reason of 

14 which he is conscientiously opposed to acceptance of the 

15 bene-fits of any private or public insurance which makes 

16 payments in the event of death, disability, old-age, or 

17 retirement or makes payments toward the cost of, or 

18 provides services for, medical care (including the bene

19 fits of any insurance system established by the Social 

20 Security Act). Such exemption may be granted only 

21 if the application contains or is accompanied by

22 " (A) such evidence of'such individual's mem

23 bership in, and adherence to the tenets or teachings 

24 of the sect or division thereof as the Secretary or his 

25 delegate may require for purposes of determining 
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such individual's compliance with the preceding 

sentence, and 

" (B) his waiver of all benefits and other pay

ments under titles II and XVIII of the Social Secu

rity Act on the basis of his wages and self-employ

ment income as well as all such benefits and other 

payments to him on the basis of the wages and self-

employment income of any other person, 

and only if the Secretary of Health, Education, and 

Welfare finds that

" (C) such sect or division thereof has the estab

lished tenets or teachings referred to in the preced

ing sentence, 

"(ID) it is the practice, and has been for a 

period of time which he deems to be substantial, for 

members of such sect or division thereof to make 

provision for their dependent members which in his 

judgment is reasonable in view of their general level 

of living, and 

"(El such sect or division thereof has been ;n 

existence at all times since December 31, 1950. 

An exemption may not be granted to any individual if 

any benefit or other payment referred to in subpara

graph (B) became payable (or, but for section 203 or 

222 (b) of the Social Security Act, would have become 

payable) at or before the time of the filing of such waiver. 
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"(2) TiM]B FOR FILLING APPLICATION.-For pur

poses of this subsection, an application must be ified

" (A) In the case of an individual who has 

self-employment income (determined without re

gard to this subsection and subsection (c) (6) ) for 

any taxable year ending before December 31, 1965, 

on or before April 15, 1966, and 

" (B) In any other case, on or before the time 

prescribed for filing the return (including any exten

sion thereof) for the first taxable year ending on or 

after December 31, 1965, for which he has self-

employment income (as -so detenrmined). 

" (3) PERIOD FOR WHICH EXEMPTION EFFEC

TIVE.-An exemption granted to any individual pur

suant to this subsection shall apply with respect to all 

taxable years beginning after December 31, 1950, ex

cept that such exemption shall not apply for any taxable 

year

" (A) beginning (i) before the taxable year in 

which such individual first met the requirements of 

the first sentence of paragraph (1), or (ii) before 

the time as of which the Secretary of Health, Edu

cation, and Welfare finds that the sect or division 

thereof of which such individual is a member met 

the requirements of subparagraphs (C) and (D), 

or 
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"(B) ending (i) after the time such individual 

ceases to meet the requirements of the first sentence 

of paragraph (1), or (iii) after the time as of which 

the Secretary of Health, Education, and Welfare 

finds that the sect or division thereof of which he is 

a member ceases to meet the requirements of sub

paragraph (C) or (D). 

"(4) APPLICATION BY FIDUCOIAIRIEDS OR SUR

vivORs.-In any case where an individual who has self-

employment income dies before the expiration of the 

time prescribed by paragraph (2) for filing an appli

cation for exemption pursuant to this subsection, such 

an application may be filed with respect to such indi

vidual within such time by a fiduciary acting for such 

individual's estate or by such individual's survivor 

(within the meaning of section 205 (c) (1) (C) of the 

Social Security Act) ." 

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

by adding at the end thereof the following new subsection: 

"Waiver of Benefits 

"(v) Notwithstanding any other provisions of this title, 

in the case of any 'individual who files a waiver pursuant 

to section 1402 (h) of the Internal Revenue Code of 

1954 and is granted a tax exemption thereunder, no bene

fits or other payments shall be payable under this title 

to him, no payments shall be made on his behalf under 
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part A of title XVIII, and no benefits or other payments 

under this title shall be payable on the basis of his wage's 

and self-employment income to any other person, after the 

filing of such waiver; except that, if thereafter such indi

vidual's tax exemption under such section 1402 (li) ceases 

to be effective., such waiver shall cease to be applicable in 

the case of benefits and other payments under this title and 

part A of title XVIII to the extent based on his self-em

ployment income for and after the first taxable year for 

which such tax exemption ceases to be effective and on his 

wages for and after the calendar year (if any) which begins 

in or with the beginning of such taxable year." 

(e) The amendments made by this section shall apply 

with respect to taxable years beginning after December 31, 

1950. For such purpose, chapter 2 of the Internal Reve

nue Code of 1954 shall be treated as applying to all taxable 

years beginning after such date. 

(f ) If refund or credit of any overpayment resulting 

from the enactment of this section is prevented on the date 

of the enactment of this Act or at any time on or before 

April 15, 1966, by the operation of any law or rule of law, 

refund or credit of such overpayment may, nevertheless, be 

made or allowed if claim therefor is ifiled on or before April 

15, 1966. No interest shall be allowed or paid on any over

payment resulting from the enactment of this section. 
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1 INCREASE OF EARNINGS COUJNTED FOR BENEFIT AND TAX 

2 PURPOSES 

3q q (a) (1) (A) Section WU the320 29Ad oi 

4 Social Security Act is amended by inserting "and prior to 

5 1966"Y3 after "1958". 

6 (B) Section 209 (a) of such Act is further amended by 

7 adding at the end thereof the following new paragraphs:


8 " (4) That part of remuneration which, after remu


9 neration (other than remuneration referred to in the


10 succeeding subsections of this section) equal to $5,600


11 with respect to employment has been paid to an indi


12 vidual during any calendar year after 1965 and prior to


13 1971, is paid to such individual during such calendar 

14 year; 

15 " (5) That part of remuneration which, after remu

16 neration (other than remuneration referred to in the 

17 succeeding subsections of this section) equal to $6,600 

18 with respect to employment has been paid to an indi

19 vidual during any calenda~r year after 1970, is paid to 

20 such individual during such calendar year;". 

21 (2) (A) Section 211 (b) (1) (0) of such Act is 

22 amended by inserting "and prior to 1966" after "1958", and 

23 by striking out "; or" and inserting in lieu thereof "; and". 

24 (B) Section 211 (b) (1) of such Act is farther amended 

25 by adding at the end thereof the following new subpara

26 graphs: 
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:1 "(D) For a~ny taxable year ending after 1965 and 

2 prior to 1971, (i) $5,600, minus (ii) the amount of 

3 the wages paid to such individual during the taxable 

4 year; and 

5 " (E) For any taxable year ending after 1970, (i) 

6 $6,600, minus (ii) the amount of the wages paid to such 

7 individual during the taxable year; or". 

8 (3) (A) Section 213 (a) (2) (ii) of such Act is 

9 amended by striking out "after 1958" and inserting in lieu 

10 thereof "after 1958 and before 1966, or $5,600 in the case 

11 of a calendar year after 1965 and before 1971, or $6,600 in 

12 the case of a calendar year after 1970". 

13 (B) Section 213 (a) (2) (iii) of such Act is amended 

34 by striking out "after 1958" and inserting in lieu thereof 

15 "after 1958 and before 1966, or $5,600 in the case of a tax

16 able year ending.after 1965 and before 1971, or $6,600 in 

17 the case of a taxable year ending after 1970". 

18 (4) -Section 215 (e) (1) of such Act is amended by 

19 striking out "and the excess over $4,800 in the case of any 

20 calendar year after 1958" and inserting in lieu thereof 

21 "the excess over $4,800 in the case of any calendar year 

22 after 1958 and before 1966, the excess over $5,600 in the 

23 ease of any calendar year after 1965 and before 1971, and 

24 the excess over $6,600 in the ca-se of any calendar year after 

25 1970" 
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(b) (1) (A) Section 1402 (b) (1) (C) of the Internal 

Revenue Code of 1954 (relating to definition of self-employ

ment income) is amended by inserting "and before 1966" 

after "1958", and by striking out "; or" and inserting in 

lieu thereof "; and". 

(B) Section 1402 (b) (1) of such Code is further 

amended by adding at the end thereof the following new 

subparagraphs: 

"(D) for any taxable year ending after 1965 

and before 1971, (i) $5,600, minus (ii) the 

amount of the wages paid to such individual dur

ing the taxable year; and 

" (E) for any taxable year ending after 1970, 

(i) $6,600, minus (ii) the amount of the wages 

paid to such individual during the taxable year; or" 

(2) (A) Section 3121 (a) (1) of such Code (relating 

to definition of wages) is amended by striking out "$4,800" 

each place it appears and inserting in lieu thereof "$5,600". 

(B) Effective with respect to remuneration paid after 
170, setin3121 (-) (X1)1 of such fl-d-samne 

by subparagraph (A) of this paragraph is amended by 

striking out "$5,600" each place it appears and inserting 

in lieu thereof "$6,600". 

(3) (A) The second sentence of section 3122 of such 

Code (relating to Federal service) is amended by striking 

out "$4,800" and inserting in lieu thereof "$5,600". 
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(B) Effective with respect to remuneration paid after 

1970, such second sentence as amended by subparagraph 

(A) of this paragraph is amended by striking out "$5,600" 

and inserting in lieu thereof "$6,600". 

(4) (A) Section 3125 of such Code (relating to re

turns in the case of governmental employees in Guam and 

American Samoa) is amended by striking out "$4,800" 

where it appears in subsections (a) and (b) and inserting 

in lieu thereof "$5,600". 

(B) Effe~ctive with respect to remuneration paid after 

1970, section 3125 of such Code as amended by sub

paragraph (A) of this paragraph is amended by striking 

out "$5,600" where it appears in subsections (a) and (b) 

and inserting in lieu thereof "$6,600". 

(5) Section 6413 (c) (1) of such Code (relating to 

special refunds of employment taxes) is amended

(A) by inserting "and prior to the calendar year 

1966" after "the calendar year 1958"; 

(B) by inserting after "exceed $4,800," the follow

ing: "or (C) during any calendar year after the 

calendar year 1965 and prior to the calendax year 

1971, the wages received by him during such year 

exceed $5,600, or (ID) during any calendar year after 

24the 	calendar year 1970, the wages received by him 

during such year exceed $6,600". 25 
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(C) by inserting before the period at the end 

thereof the following: "and before 1966, or which ex

ceeds the tax with respect to the first $5,600 of such 

wages received in such calendar year after 1965 and 

before 1971, or which exceeds the tax with respect to 

the first $6,600 of such wages received in such calendar 

year after 1970". 

(6) Section 6413 (c) (2) (A) of such Code (relating 

to refunds of employment tax-es in-the case of Federal em

ployees) is a-mended by striking out "or $4,800 for any 

calendar year after 1958" and inserting in lieu thereof 

"$4,800 for the calendar year 1959, 1960, 1961, 1962, 

1963, 1964, or 1965, or $5,600 for the calendar year 

1966, 1967, 1968, 1969, or 1970, or $6,600 for any cal

endar year after 1970". 

* (c) The amendments made by subsections (a) (1) and 

(a) (3) (A), and the amendments made by subsection (b) 

(except paragraph (1) thereof), shall apply only with re

spect to remuneration paid after December 1965. The 

amendments made. by subsections (a) (2), (a) (3) (B), 

and (b)(1)shall apply only with respect to taxable years


ending after 1965. The amendment made by subsection (a) 

(4) shall apply only with respect to calendar years after 

1965.


CHANGES IN TAX SCHEDULES 

Smc. 321. (a)Section 1401 of the Internal Revenue 
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Code of 1954 (relating to rate of tax under the Sell-Em

ploymnent Contributions Act) is amended to read as follows: 

"SEC. 1401. RATE OF TAX. 

" (a) OLD-AGE, SURVIVOIRS, AND DISABILITY INSUP.

ANCE.-In addition to other taxes, there shall be imposed 

for each taxable year, on the self-employment income of 

every individual, a tax as follows: 

"(1) in the case of any taxable year beginning 

after December 31, 1965, and before January 1, 1969, 

the tax shall be equal to 6.0 percent of the amount 

of the sell-employment income for such taxable year; 

"(2) in the case of any taxable year beginning 

after December 31,'1968, and before January 1, 1973, 

the tax shall be equal to 6.6 percent of the amount 

of the self-employment income for such taxable year; 

and 

"(3) in the case of any taxable year beginning 

after December 31, 1972, the tax shall be equal to 

7.0 percent of the amount of the self-employment 

income for such taxable year. 

" (b) HOSPITAL INSIJRANCE.-In addition to the tax 

imposed by the preceding subsection, there shall be imposed 

for each taxable year, on the sell-employment income of 

every-individual, a tax as follows: 

" (1) in the case of any taxable year beginning 

after December 31, 1965, and before January 1, 1967, 26 
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1 the tax shall be equal to 0.35 percent of the amount of 

2 the self-employment income for such taxable year; 

3 "t(2) in the case of any,, taxable year beginning 

4 after December 31, 1966, and before January 1, 1973, 

5 the tax shall be equal to 0.50 percent of the amount of 

6 the self-employment income for such taxable year; 

'7 "(3) in the case of any taxable year beginning after 

8 December 31, 1972, and before January 1, 1976, the 

9 tax shall be equal to 0.55 percent of the amount of the 

10 self-employment income for such taxable year; 

11 " (4) in the case of any taxable year beginning after 

1L2 December 31, 1975, and before January 1, 1980, the 

13 tax shall be equal to 0.60 percent of the amount of the 

14 self-employment income for such taxable year; 

15 "(5) in the case of any taxable year beginning after 

16 December 31, 1979, and before January 1, 1987, the 

17 tax shall be equal to 0.70 percent of the amount of the 

1-8 self-employment income for such taxable year; and 

19 " (6) in the case of any taxable year beginning after 

20 December 31, 1986, the tax shall be equal to 0.80 per

21 cent of the amount of the self-employment income for 

22 such taxable year. 

23 For purposes of the tax imposed by this subsection, the ex. 

24 clusion of employee representatives by section 1402 (c) (3) 

25 shall not apply." 

26 ~ (b)- Section .3101 of the Internal Revenue Code of 
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1954 (relating to rate of tax on employees under the


Federal Insurance Contributions Act) is amended to read as


follows:


"SEC. 3101. RATE OF TAX.


" (a) OLD-AGE, SUJRVIVORS, AND DISABILITY INSUR.

ANCE.-In addition to other taxes, there is hereby imposed 

on the income of every individual a tax equal to the follow

ing percentages of the wages (as defined in section 3121 

(a) ) received by him with respect to employment (as de

fined in section 3121 (b) ) 

I" (1) with respect to wages received during the 

calendar years 1966, 1967, and 1968, the rate shall 

be 4.0 percent; 

" (2) with respect to wages received during the 

calendar years 1969, 1970, 1971, and 1972, the rate 

shall be 4.4 percent; and 

"(3) with respect to wages received after Decem

ber 31, 1972, the rate shall be 4.8 percent. 

"c(b) HOSPITAL INSURANcE.-In addition to the tax 

imposed by the preceding subsection, there is hereby imposed 

on the income of every individual a tax equal to the follow

ing percentages of the wages (as defined in section 3121 

(a) ) received by him with respect to employment (as 

defined in section 3121 (b), but without regard to the pro

visions of paragraph (9) thereof insofar as it relates to 

employees) 
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1 "(1) with respect to wages received during the 

2 calendar year 1966, the rate shall be 0.35 percent; 

3 "(2kr) with respect tCo wages received during the 

4 calendar years 1967, 1968, 1969, 1970, 1971, and 

5 1972, the rate shall be 0.50 percent; 

6 " (3) with respect to wages received during the 

7 calendar years 1973, 1974, and 1975, the rate shall be 

8 0.55 percent; 

9 " (4) with respect to wages received during the 

10 calendar years 1976, 1977, 1978, and 1979, the rate 

11 shall be 0.60 percent; 

12 "(5) with respect to wages received during the 

1 calendar years 1980, 1981, 1982, 1983, 1984, 1985, 

14 and 1986, the rate shall be 0.70 percent; and 

15 " (6) with respect to wages received after Decem

16 her 31, 1986, the rate shall be 0.80 percent." 

17 (c) Section 3111 of the Internal Revenue Code of 

18 1954 (relating to rate of tax on employers under the IFederal 

19 Insurance Contributions Act) is amended to read as follows: 

20 "SEC. 3111. RATE OF TAX. 

21 " (a) OLD-AGE, SURVIVORS, AND DISAB3ILITY INSUR

22 ANCE.-Jna addition to other taxes, there is hereby imposed 

23 on every employer an excise tax, with respect to having 

24 individuals in his employ, equal to the following percentages 

25 of the wages (as defined in section 3121 (a) ) paid by him 
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with respect to employment (as defined in section 3121 

) 

" (1) with respect to wages paid during the calen

dax years 1966, 1967, and 1968, the rate shall be 4.0 

percent; 

" (2) with respect to wages paid during the calen

dar years 1969, 1970, 1971, and 1972, the rate shall 

be 4.4 percent; and 

"(3) with respect to wages paid after December 31, 

1972, the rate shall be 4.8 percent. 

" (b) HOSPITAL INSURANCE.-In addition to the tax 

imposed by the preceding subsection, there is hereby 

linposed on every employer an excise tax, with respect to 

having individuals in his employ, equal to the following 

percentages of the wages (as defined in section 3121 (a) ) 

paid by him with respect to employment (as defined in sec

tion 3121 (b), but without regard to the provisions of para

graph (9) thereof insofar as it relates to employees) 

" (1) with respect to wages paid during the cal

endar year 1966, the rate shall be 0.35 percent; 

" (2) with respect to wages paid during the cal

endar years 1967, 1968, 1969, 1970, 1971, and 1972, 

the rate shall be 0.50 percent; 

" (3) with respect to wages paid during the cal-

J. 35-001---17 
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endar years 1973, 1974, and 1975, the rate shall be 

0.55 percent; 

"(4) with respect to wages paid during the. calendar 

years 1976, 4977, 1978, and 1979, the rate shall be 

0.60 percent; 

" (5) with respect to wages paid during the cal

endar years 1980, 1981, 1982, 1983, 1984, 1985, 

and 1986, the rate shall be 0.70 percent; 

"(6) with respect to wages paid after December 

31, 1986, the rate shall be 0.80 percent." 

(d) The amendments made by subsection (a) shall 

apply oniy with respect to taxable years beginning after 

December 31, 1965. The amendments made by subsections 

(b) and (c) shall apply only with respect to remuneration 

paid after December 31, 1965. 

REIMBURSEMENT OF TRUST FUNDS FOR COST OF NONCON

TRIBUTORY MILITARY SERVICE CREDITS 

SEC. 322. Section 217 (g) of the Social Security Act is 

amended to read as follows: 

(.) (1)IITn SP-fPThr1965, arnd r;- everyr fifth~Se 

tember thereafter up to and including September 2010, the 

Secretary shall determine the amount which, if paid in 

equal installments at the beginning of each fiscal year in 

the period beginning

"(A) with July 1, 1965, in the case of the first 

such determination, and 
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"(B) with the July 1 following the determination 

in the case of all other such determinations, 

and ending with the close of June 30, 2015, would wcdumu

late, with interest compounded annually, to an amount 

equal to the amount needed to place each of the Trust Funds 

and the Federal Hospital Insurance Trust Fund in the same 

position at the close of June 30, 2015, as he estimates thby 

would otherwise be in at the close of that date if section 

210 of this Act as in effect prior to the Social Security Act 

Amendments of 1950, and this section, had not been en

acted. The rate of interest to be used in determining such 

amount shall be the rate determined under section 201 (d) 

for public-debt obligations which were or could have been 

issued for purchase by the Trust Funds in the June preceding 

the September in which such determination is made. 

"(2) There axe authorized to be appropriated to the 

Trust Funds and the Federal Hospital Insurance Trust 

Fund

"(A) for the fiscal year ending June 30, 1966, 

an amount equal to the amount determined under para

graph (1) in September 1965, and 

"(B) for each fiscal year in the period beginning 

with July 1, 1966, and ending with the close of June 30, 

2015, an amount equal to the annual installment for 

such fiscal year under the most recent determination 

under paragraph (1) which precedes such fiscal year. 
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1 "(3) For the fiscal year ending June 30, 2016, there 

2 is authorized to be appropriated to the Trust Funds and 

3 the Federal Hospital Insurance Trust Fund: such sums as 

4 the Secretary determines would place the Trust Funds and 

5 the Federal Hospital Insurance Trust Fund in the same 

6 position in which they would have been at the close of 

7 June 30, 2015, if section 210 of this Act as in effect 

8 prior to the Social Security Act Amendments of 1950, and 

9 this section, had not been enacted. 

10 " (4) There are authorized to be appropriated to the 

1i Trust Funds and the Federal Hospital Insurance Trust Fund 

:12 annually, as benefits under this title and part A of title 

13 XVIII are paid after June 30, 2015, such sums as the Sec

14 retary determines to be necessary to meet the additional 

15 costs, resulting from subsections (a) , (b) , and (e) , of such 

16 benefits (including lump-stum death payments) ." 

17 ADOPTION OF CHILD BY RETIRED WORKER 

18 SEC. 323. (a) Section 202 (d) of the Social Security 

19 Act is amended

20 (1Ihhv s-triking out the last sentence in paragrraphb 

21 (1), and 

22 (2) by adding at the end thereof (after the new 

23 paragraphs added by section 306 of this Act) the fol

24 lowing new paragraphs: 

25 " (9) In the case of
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1 "(A) an individual entitled to disability insurance 

2 benefits, or 

3 "(B) an individual entitled to old-age insurance 

4 benefits who was entitled to disability insurance benefits 

5 for the month preceding the first month for which he 

6 was entitled to old-age insurance benefits, 

7 clauses (i) and (iii) of paragraph (1) (0) shall not apply 

8 to a child of such individual unless such child

9 " (C) is the natural child or stepchild of such in

10 dividual (including such a child who was legally adopted 

11 by such individual) , or 

12 " (D) was legally adopted by such individual be

13 fore the end of the 24-month period beginning with 

14 the month. after the month in which such individual 

15 most recently became entitled to disability insurance 

:16 benefits, but only if

17 " (i) proceedings for such adoption of the child 

18 had been instituted by such individual in or before 

19 the month in which began the period of disability 

20 of such individual which still exists at the time of 

21 such adoption, or 

22 "(ii) such adopted child was living with such 

23 individual in such month. 

24 "(10) In the case of an individual entitled to old-age 

25 insurance benefits (but not an individual included under 
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1L paragraph (9) ), clauses (i) and (iii) of paragraph (1) 

2 (0) shall not apply to a child of such individual unless such 

30 child

4 " (A) is the natural child or stepchild of such in

5 dividual (including such a child who was legally adopted 

6 by such individual), or 

7 " (B) was legally adopted by such individual be

8 fore the end of the 24-month period beginning with 

9 the month after the month in which such individual 

10 became entitled to old-age insurance benefits, but only 

11 if

12 "(i) such child had been receiving at least 

13 one-half of his support from such individual for 

14 the year before such individual* filed his application 

15 for old-age insurance benefits or, if such individual 

16 had a period of disability which continued until he 

17 had become entitled to old-age insurance benefits, for 

18 the year before such period of disability began, and 

19 " (ii) either proceedings for such adoption of 

20 the child had been instituted by such individual in 

21 or before the month in which the individual filed his 

22 application for old-age insurance benefits or such 

23 adopted child was living with such individual in such 

24 month." 

25 (b) The amendments made by subsection (a) of this 

26 section shall be applicable to persons who file applications, or 
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-1 on whose behalf applications axe filed, for benefits under sec

2 tion 202 (d) of the Social. Security Act on or after the date 

3 this section is enacted. The time limit provided by section 

4 202 (d) (10) (B) of such Act as amended by this section for 

5 legally adopting a child shall not apply in the case of any 

6 child who is adopted before the end of the 12-month period 

7 following the month in which this section is enacted. 

8 EXTENSION OF PERIOD FOP. FILING PROOF OF SUPPORT 

9 AND APPLICATIONS FOR LTJMP--SIM DEATH PAYMENT 

10 SEC. 324. (a) Section 202 (p) of the Social Security 

11 Act is amended to read as follows: 

12 "Extension of Period for Filing Proof of Support and 

13 Applications for Lumnp-Sum. Death Payment 

14 "(p) In any case in which there is a failure

15 " (1) to file proof of support under subparagraph 

16 (C) of subsection (c) (1) , clause (i) or (ii) of sub

17 paragraph (D) of subsection (f) (1), or subparagraph 

18 (B) of subsection (h) (1) , or under clause (B) of 

19 subsection (f) (1) of this section as in effect prior to 

20 the Social Security Act Amendments of 1950, within 

21 the period prescribed by such subparagraph or clause, or 

22 " (2) to file, in the case of a death after 1946, 

23 application for a lump-sum death payment under sub

24 section (i) , or under subsection (g) of this section as 

25 in effect prior to the Social Security Act Amendments 

26 of 1950, within the period prescribed by such subsection, 
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any such proof or application, as the case may be, which is 

filed after the expiration of such period shall be deemed to 

have been filed within such period if it is shown to the satis

faction of the Secretary that there was good cause for failure 

to fie such proof or application within such period. The 

determination of what constitutes good cause for purposes 

of this subsection shall be made in accordance with regula

tions of the Secretary." 

(b) The amendments made by this section shall be 

effective with respect to (1) applications for lump-sum death 

payments filed in or after the month in which this Act is 

enacted, and (2) monthly benefits based on applications 

filed in or after such month. 

TREATAME NT OF CERTAIN ROYALTIES FOR RETIREMENT 

TEST PURPOSES 

SEC. 325. (a) (1) Subparagraph (B) of section 203 

(f) (5) of the Social Security Act is amended to read as 

follows: 

"(B) For purposes of this section

" (i) an individual's net earnings from self-

employment for any taxable year shall be deter

mined as provided in section 211, except that 

paragraphs (1), (4), and (5) of section 211 (c) 

.24 shall not apply and the gross income shall be com

25 puted by excluding the amounts provided by sub

26 paragraph (ID), and 
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"(ii) an individual's net loss from self-employ

ment for any taxable year is the excess of the de

ductions (plus his distributive share of loss described 

in section 702 (a) (9) of the Internal Revenue 

Code of 1954) taken into account under clause (i) 

over the gross income (plus his distributive share 

of income so described) taken into account under 

clause (i) ." 

(2) Such section 203 (f) (5) is further amended by 

adding at the end thereof the following new subparagraph:

"(D) In the case of an individual

" (i) who has attained the age of 65 on or be

fore the last day of the taxable year, and 

"(ii) who shows to the satisfaction of the Sec

retary that he is receiving royalties attributable to 

a copyright or patent obtained before the taxable 

year in which he attained the age of 65 and that 

the property to which the copyright or patent re

lates was created by his own personal efforts, 

there shall be excluded from gross income any such 

royalties." 

(b) The amendments made by subsection (a) shall 

apply with respect to the computation of net earnings from 

self-employment and the net loss from self-employment for 

taxable years beginning after 1964. 
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1 AME~NDMENTS PRESERVING RELATIONSHIP BETWEEN EATL

2 ROAD -RETIREMENT AND OLD-AGE, SURVIVORS, AND DIS

00 ABIfLITY INSURANCE SYSTEMS 

4 SEC. 326. (a) Section 1 (q) of the Railroad Retire

5 ment Act of 1937 is amended by striking out "1961" and 

6 inserting in lieu thereof "1965". 

7 (b) Section 5 (1) (9) of such Act is amended by strik

8 ing out "a~fter 1958 is less than $4,800" and inserting in lieu 

9 thereof the following: "after 1958 and before 1966 is less 

10 than $4,800, or for any calendar year after 1965 and be

11I fore 1971 is less than $5,600, or for any calendar year 

12 after 1970 is less than $6,600"; and by striking out "and 

13I' $4,800 for years after 1958", and inserting in lieu thereof 

14 the following: "$4,800 for years after 1958 and before 

15 1966, $5,600 for years after 1965 and before 1971, and 

16 $6,600 for years after 1970". 

17 TECHNICAL AMENDMENT RELATING TO MEETINGS OF BOARD 

18 OF TRUSTEES OF TIHE OLD-AGE, SURVIVORS, AND DIS

19 ABILITY INSURANCE TRUST FUNDS 

20 SEC. 3027. Section 201 (c) of the Social Security Act

21 is amended by striking out "six months" in the fourth sen

22 tence and inserting in lieu thereof "calendar year" 

23 TITLE IV-PUBLIC ASSISTANCE AMENDMENTS 

24 INCREASED FEDERAL PAYMENTS UNDER PUBLIC ASSIST

25 ANCE TITLES OF THE SOCIAL SECURITY ACT 

26 SEC. 401. (a) Section 3 (a) (1) of the Social Security 

27 Act is amended (1) by striking out, in so much thereof as 
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precedes clause (A), "during such quarter" and inserting in 

lieu thereof "during each month of such quarter"; (2) by 

striking out, in clause (A), "29/35", "any month", and 

"$35" and inserting in lieu thereof "31/37", "such month", 

and "$37", respectively; and (3) by striking out clauses 

(B) 	 and (C) and inserting in lieu thereof the following: 

"(B) the larger of the following: 

" (i) (I) the Federal percentage (as defined 

in section 1101 (a) (8) ) of the amount by which 

such expenditures exceed the amount which may be 

counted under clause (A), not counting so much of 

such excess with respect to such month as exceeds 

the product of $38 multiplied by the total number 

of recipients of old-age assistance for such month, 

plus (II) 15 per centum of the total expended dur

ing such month as old-age assistance under the State 

plan in the form of medical or any other type of 

remedial care, not counting so much of such ex

penditure with respect to such month as exceeds the 

product of $15 multiplied by the total number of 

recipients of old-age assistance for such month, or 

"(I) (I) the Federal medical percentage (as 

defined in section 6 (c) ) of the amount by which 

such expenditures exceed the maximum which may 

be counted under clause (A), not counting so much 

of any expenditures with respect to such month as 

exceeds (a) the product of $52 multiplied by the 
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total number of such recipients of old-age assistance 

for such month, or (b) if smaller, the total ex

pended as old-age assistance in the form of medical 

or any other type of remedial care with respect to 

such month plus the product of $37 multiplied by 

such total number of such recipients, plus (II) the 

Federal percentage of the amount by which the 

total expended during such month as old-age as

sistance uinder the State plan exceeds the amount 

which may be counted under clause (A) and the 

preceding provisions of this clause (B) (ii), not 

counting so much of such excess with respect to such 

m-onth-as -exceeds the product of $38 multiplied by 

the total number of such recipients of old-age as

sistance for such month ;". 

(b) Section 1603 (a) (1) of such Act is amended (1) 

by striking out, in so much thereof as precedes clause (A), 

"during such quarter" and inserting in lieu thereof "during 

each month of such quarter"; (2) by striking out, in clause 

(A), "29/35", "any month". and ",925" and ingertin., in 

lieu thereof "3 1/37", "such month",- and "$37", respec

tively; and (3) by striking out clauses (B) and (C)- and 

inserting in lieu thereof the following: 

"(B) the larger of the following: 

" (i) (I) the Federal percentage (as defined 

in section 1101 (a) (8) ) of the amount by which 
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1 such expenditures exceed the amount which may be 

2 counted under clause (A), not counting so much 

3 of such excess with respect to such month as ex

4 ceeds the product of $38 multiplied by the total 

5 number of recipients of aid to the aged, blind, or 

6 disabled for such month, plus (II) 15 per centumn 

7 ~of the total expended during such month as aid to 

8 the aged, blind, or disabled under the State plan in 

9 the form of medical or any other type of remedial 

10 care, not counting so much of such expenditure with 

11 respect to such month as exceeds the product of $15 

12 multiplied by the total number of recipients of aid to 

13 the aged, blid, or disabled for such. month, or. 

14 " (ii) (I) the Federal medical percentage (as 

15 defined in section 6 (c) ) of the amount by which 

16 such expenditures exceed the maximum which may 

17 be counted under clause (A), not counting so much 

18 of any expenditures with respect to such month as 

19 exceeds (a) the product of $52 multiplied by the 

20 total number of such recipients of aid to the aged, 

21 blind, or disabled for such month, or (b) if smaller, 

22 the total expended as aid to the aged, blind, or dis

23 abled in the form of medical or any other type of 

24 remedial care with respect to such month plus the 

25 product of $37 multiplied by such total number 

26 of such recipients, plus (II) the Federal percentage 
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1 of the amount by which the total expended during 

2 such month as aid to the aged, blind, or disabled 

3 under the State plan exceeds the amount which 

4 may be counted under clause (A) and the preced

5 ing provisions of this clause (B) (ii), not counting 

6 so much of such excess with respect to such month 

7 as exceeds the product of $38 multiplied by the 

8 total number of such recipients of aid to the aged, 

9 blind, or disabled for such month;". 

10 (c) Section 403 (a) (1) of such Act is amended (1) by 

11 striking out "fourteen-seventeenths" and "$17" in clause 

12 (A) and inserting in lieu thereof "five-sixths" and "$18", 

13 respectively; and (2) by striking out "$30" in clause (B) 

14 and inserting in lieu thereof "$32". 

15 (d) Section 1003 (a) (1) of such Act is amended (1) 

16 by striking out, in clause (A), "29/35" and "$35" and 

17 inserting in lieu thereof "31/37" and "$37", respectively; 

18 and (2) by striking out, in clause (B), "$70" and insert

19 ing in lieu thereof "$75". 

20 (e) Section 1403 (a) (1) of such Act is amended (1) 

21 by striking out, in clause (A),1 "29/35" and "$35" and 

22 inserting in lieu thereof "31/37" and "$37", respectively; 

23 and (2) by striking out, in clause (B), "$70" and inserting 

24 in lieu thereof "$75". 

25 (f) The amendments made by this section shall apply 

26 in the case of expenditures made after December 31, 1965, 
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under a State plan approved under title I, IV, X, XIT or 

XVI of the Social Security Act. 

PROTECTIVE PAYMENTS 

SEc. 402. (a) Section 6 (a) of the Social Security Act 

(as amended by section 221 of this Act) is amended by add 

ing at the end thereof the following new sentence: "Such 

term also includes payments which are not included within 

the meaning of such termi under the preceding sentence, but 

which would be so included except that they are made on 

behalf o~f such a needy individual to another individual who 

(as determined in accordance with standards prescribed by 

the Secretary) is interested in or concerned with the welfare 

of such needy individual, but only with respect to a State 

whose State plan approved under section 2 includes provi

sion for

" (1) determination by the State agency that such 

needy individual has, by reason of his physical or 

mental condition, such inability to manage funds that 

making payments to him would be contrary to his wel

fare and, therefore, it is necessary to provide such 

assistance through payments described in this sentence; 

"c(2) making such payments only in cases in which 

such payments will, under the rules otherwise applicable 

under the State plan for determining need and the 

amount of old-age assistance to be paid (and in con

junction with other income and resources) , meet all the 
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need of the individuals with respect to whom such paym

ments are made; 

"(3) undertaking and continuing special efforts to 

protect the welfare of such individual and to improve, 

to the extent possible, his capacity for sell-care and to 

manage funds; 

"(4) periodic review by such State agency of the 

determination under paragraph (1) to ascertain whether 

conditions justifying such determination still exist, with 

provision for ten-nination of such payments if they do not 

and for seeking judicial appointment of a guardian or 

other legal representative, as described in section 1111, 

if and when it appears that such action will best serve 

the interests of such needy individual; anid 

" (5) opportunity for a fair hearing before the State 

agency on the determination referred to in paragraph 

(1) for any individual with respect to whom it is made." 

(b) Section 1605 (a) of such Act (as amended by sec

tion 221 of this Act) is amended by adding at the end 

thereof (after and below paragraph (2) ) the following new 

sentence: 

"Such term also includes payments which are not included 

within the meaning of such term under the preceding sen

tence, but which would be so included except that they are 

made on behalf of such a needy individual to another in
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dividual who (as determined in accordance with standards 

prescribed by the Secretary) is interested in or concerned 

with the welfare of such needy individual, but only with re

spect to a State whose State plan approved under section 

1602 includes provision for

" (A) determination by the State agency that such 

needy individual has, by reason of his physical or mrental 

condition, such inability to manage funds that making 

payments to him would be contrary to his welfare and, 

therefore, it is necessary to provide such aid through 

payments described in this sentence; 

" (B) making such payments only in cases in which 

such payments will, uinder the rules otherwise applicable 

under the State plan for determining need and the 

amount of aid to the aged, blind, or disabled to be paid 

(and in conjunction with other income and resources), 

meet all the need of the individuals with respect to 

whom such payments are made; 

"(C) undertaking and continuing special efforts to 

protect the welfare of such individual and to improve, 

to the extent possible, his capacity for self-care and to 

manage funds; 

"(ID) periodic review by such State agency of the 

determination under clause (A) to ascertain whether 

J. 	35-001--18 
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conditions justifying such determination still exist, with 

provision for termination of such payments if they do not 

and for seeking judicial appointment of a' guardian or 

other legal representative, as described in section 1111, 

if and when it appears that such action will best serve 

the interests of such needy individual; and 

" (E) lpportumity for a fair hearing before the State 

aggency on the determination referred to in clause (A) 

for any individual with respect to whom it is made." 

(c) The amendments made by this section shall apply 

in the case of expenditures made after December 31, 1965, 

under a State plan approved under title I or XVI of the 

Social Security Act. 

DISREGARDING CERTAIN EARNINGS. IN DETERMINING NEED 

UNDER ASSISTANCE PROGRAMS FOR THlE AGED 

SEC. 403. (a) Effective January 1, 1966, section 2 

(a) (10) (A) of the Social Security Act is amended by 

striking out ";except that, in making such determination, 

of the first $50 per month of earned income the State agency 

may disrefgard. after Denember 31, 1962, not more than 

the first $10 thereof plus one-half of the remainder" and 

inserting in lieu thereof the following: "; except that, in 

making such determination, of the first $80 per month of 

earned income the State agency may disregard niot more 

than the first $20 thereof plus one-half of the remainder". 

(b) Effective January 1, 1966, section 1602 (a) (14) 
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1 of such Act is amended by striking out "of the first $50 per 

2 month of earned income the State agency may, after Decem.

3 her 31, 1962, disregard not more than the first $10 thereof 

4 plus one-half of the remainder" and inserting in lieu thereof 

5 the following: "of the first $80 per month of earned income 

6 the State agency may disregard not more than the first $20 

'7 thereof plus one-half of the remainder". 

8 ADMINISTRATIVE AND JUJDICIAL REVIEW OF PUBLIC 

9 ASSISTANCE DETERMINATIONS 

10 SEC. 404. (a) Title XI of the Social Security Act is 

11 amended by adding at the end thereof the following new 

:12 section: 

13 "cADMINISTRATIVE AND JUDICIAL REVIEW OF CERTAIN 

14 ADMINISTRATIVE DETERMINATIONS 

15 "SEC. 1116. (a) (1) Whenever a State plan is sub

16 mitted to the~Secretary by a State for approval under title I, 

17' IV, X, XIV, XVI, or XIX, he shall, not later than 90 days 

18 after the date the plan is submitted to him, make a deter

19 mination as to whether it conforms to the requirements for 

20 approval under such title. The 90-day period provided 

21 herein may be extended by written agreement of the Secre

22 tary and the affected State. I 

23 " (2) Any State dissatisfied with a determination of the 

24 Secretary under paragraph (1) with respect to any plan 

25 may, within 60 days after it bas been notified of such deter

26 mination, ifile a petition with the Secretaxy for reconsidera
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1 tion of the issue of whether such plan conforms to the 

2 requirements for approval under such title. Upon receipt of 

3 such a petition, the Secretary shall notify the State of the 

4 time and place at which a hearing will be held for the pur

5 pose of reconsidering such issue. Such hearing shall be held 

6 not less than 20 days nor more than 60 days after the date 

7 notice of such hearing is furnished to such State, unless the 

8 Secretary and such State agree in writing to holding the 

9 hearing at another time. The Secretary shall affirm, modify, 

10 or reverse his original determination within 60 days of the 

11 conclusion of the hearing. 

12 "(3) Any State -which is dissatisfied with a final deter

13 mination made by the Secretary on such a reconsideration or 

14 a final determination of the Secretary under section 4, 404, 

15 1004, 1404, 1604, or 1904 may, within 60 days after notice 

16, of such determination, file with the United States court of 

17 appeals for the circuit in which such State is located a peti

18 tion for review of such determination. A copy of the peti

19 tion shall be forthwith transmitted -by the clerk of the court 

20 to the Seer tarv, The Secretary,, thereupon.-shall fliC :- theL 

21 court the record of the proceedings on which he based his 

22 determination as provided in section 2112 of title 28, United 

23 States Code. 

24 "(4) The findings of fact by the Secretary, unless sub

25 stantially contrary to the weight of the evidence, shall be 

26 conclusive; but the court, for good cause shown, may remand 
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1 the case to the Secretary to take further evidence, and the 

2 Secretary may thereupon make new. or modified findings of 

3 fact and may modify his previous action, and shall certify 

4 to the court the transcript and record of the further proceed

5 ings. Such new or modified findings of fact shall likewise 

6 be conclusive unless substantially contrary to the weight of 

7 the evidence. 

8 "(5) The court shall have jurisdiction to affirm the 

9 action of the Secretary or to set it aside, in whole or in part. 

10The iudgment of the court shall be subject to review by 

11the Supreme Court of the United States upon certiorari or 

12 certification as provided in section 1254 of title 28, United 

13 States Code. 

14 " (b) For the purposes of subsection (a), any amend

15 ment of a State plan approved under title I, IV, X, XIV, 

16 XVI, or XIX may, at the option of the State, be treated 

17 as the submission of a new State Plan.. 

18 if(c) Action pursuant to an initial determination of the 

19 Secretary described in subsection (a) or (b) shall not be 

20 stayed pending reconsideration, but in the event that the 

21 Secretary subsequently determines that his initial determi

22 nation was incorrect he shall certify restitution forthwith in 

23 a lump sum of any funds incorrectly withheld or otherwise 

24 denied.


25 " (d) Whenever the Secretary determines that. any item
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1 or class of items on account of which Federal financial partici

2 pation is claimed under title I, IV, X, XIV, XVI, or XIX 

30 sha-11 be disallowed for such participation, the State sha~ll be 

4 entitled to and upon request shall receive a reconsideration 

5 of the disallowance." 

6 (b) The amendment made- by subsection (a) shall 

'7 apply only with respect to determinations made after 

8 December 31, 1965. 

9 MAINTENANCE OF STATE PUBLIC ASSISTANCE 

10 EXPENDITURES 

11 SEC. 405. Title XI of the Social Security Act is. 

12 amended by adding at the end thereof (after the new sec

13 tion 1116 added by section 404 of this Act) the following 

14 new section: 

15 "cMAINTENANCE OF STATE EFFORT 

16 "SEC. 1117. (a) The total of the amounts determined 

17 under sections 3, 403, 1003, 1403, 1603, and 1903 for 

18 any State for any quarter beginning after December 31, 

19 1965, and ending before July 1, 1969, shall be reduced 

20 to the extent that

21 " (1) the excess of (A) the total of the amounts 

22 determined for the State under sections 3, 403, 1003, 

23 1403, 1603, and 1903 for such quarter over (B) the 

24 total of the amounts determined for the State under sec

25 tions 3, 403, 1003, 1403, and 1603 for the same quarter 

26 of the fiscal year ending June 30, 1965, is greater than 
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"(2) the excess of (A) the total of the expenditures 

for such quarter (for which the determination is being 

made) under the plans of the State approved under 

titles I, IV X, XIV, XVI, and XIX over (B) 

the total of the expenditures under the State plans of the 

State approved under titles I, IV, X, XIV, and XVI 

for the same quarter of the fiscal year ending June 30, 

1965; 

except that, at the option of the State, any of the following 

may be substituted (with respect to the quarters of any 

fiscal year) for the amount determined as provided in 

paragraph (1) (B) 

" (3) the total of the amounts determined for the 

State under sections 3, 403, 1003, 1403, and 1603 for 

the same quarter in the fiscal year ending June 30, 

1964; or 

" (4) the average of the totals determined for the 

State under sections 3, 403, 1003, 1403, and 1603 for 

each quarter in the fiscal year ending June 30, 1964, or 

June 30, 1965. 

If the substitution of the total referred to in paragraph (3) 

is chosen by the State, there shall be substituted for the 

amount determined under clause (B) of paragraph (2) 

the total of the expenditures under the plans of the State 

approved under titles I, IV, X, XIV, and XVI for the 
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1 quarter referred to in such paragraph (3) . If the substi

2 tution of the average for either of the years referred to in par

3 agraph (4) is chosen by the -State, there shall be substituted 

4 for the amount determined under clause (B) of paragraph 

5 (2) the average of the total expenditures under the plans 

6 of the State approved under titles I, IV, X, XIV, and XVI 

7 for each quarter in the same fiscal year. 

8 " (b) For purposes of this section, expenditures under 

9 the plans of any State approved under titles I, IV, X, 

10 XIV, XVI, and XIX and the reduction determined with 

11 respect thereto under this section, shall be determined on 

12 the basis of data furnished by the State in the quarterly 

1-3 reports submitted by the State to the Secretary pursuant to 

14 and in accordance with the requirements of the Secretary 

15 under title I, IV, X, XIV, XVI, or XIX; and determina

16 tions so made shall be conclusive for purposes of this section. 

17 " (c) If a reduction is required under the preceding 

18 provisions of this section in the total of the amounts deter

19 mined for a State under sections 3, 403, 1003, 1403, 1603, 

20 and 1903 for any quarter, the Secretary shall determine 

21 which of such amounts shall be reduced and the extent 

22 thereof in such manner as in his judgment will. best carry 

23 out the purpose of maintaining State effort under the Federal

24 State public assistance programs of the State, and with the 
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1 total of such reductions to be equal to the reduction required 

2 under subsections (a) and (b) of this section." 

3 DISREGARDING OASDI BENEFIT INCREASE, A-ND CIIULD' S 

4 INSURANCE BENEFIT PAYMENTS BEYOND AGE 18, TO 

5 THE EXTENT ATTRIBUTABLE 'TO RETROACTIVE EFFEC

6 TMV DATE 

7 SEC. 406. Nothwithstanding the provisions of sections 

8 2 (a) (10) , 402 (a) (7) , 1002 (a) (8) , 1402 (a) (8) , and 

9~ 1602 (a)(14) of the Social Security Act, a State may disre

10 gard, in determining need for aid or assistance under a State 

11 plan approved under title I, IV, X, XIV, or XVI of such 

12 Act, any amount paid to any individual under title II of such 

13 Act, for months prior to the month inwhich payment of 

14 such amount is received, to the extent that such payment is 

15 attributable,

16 (1) to the increase in monthly insurance benefits 

17 under the old-age, survivors, and disability insurance 

18 system resulting from the enactment of section 301 of 

19 this Act, or 

20 (2) to the payment of child's insurance benefits 

21 under such system after attainment of age 18, in the 

22 case of individuals attending school, resulting from the 

23 enactment of section 306 of this Act. 
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1 EXTENSION OF GRACE PERIOD FOR DISREGARDING CERTAIN 

2 INCOME FOR STATES WHERE LEGISLATURE HAS NOT 

3 MET IN REGULAR SESSION 

4 SEC. 407. Notwithstanding the provisions of section 

5 701 of the Economic Opportunity Act of 1964, no funds to 

6 which a State is otherwise entitled under title I, IV, X, 

7 XIV, XVI, or XIX of the Social Security Act for any pe

8 niod before the first month beginning after the adjournment 

9 of a State's first regular legislative session which adjourns 

10 after August 20, 1964 (the date of enactment of the Eco

11 nomic Opportunity Act of 1964), shall be withheld by reason 

12 of any action taken pursuant to a State statute which prevents 

13 such State from complying with the requirements of subsec

14 tion (a) of such section 701. 

15 TECHNICAL AMENDMENTS TO ELIMINATE PUBLIC ASSIST

16 ANCE PROVISIONS WHICH BECOME OBSOLETE IN 1967 

17' SEc. 408. (a) Except as provided in subsection (i) (2), 

IS the amendments made by this section shall become effective 

19 July 1, 1967. 

20 (b (1) The headings of title. I of the Social Security 

21 Act is amended by striking out "AND MEDICAL AS

22 SISTANCE FOR THE AGED". 

23 (2) The first sentence of section 1 of such Act is 

24 amended to read as follows: "For the purpose (a) of ena

25 bling each State, as far as practicable under the conditions in 

26 such State, to furnish financial assistance to aged needy indi
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viduals, and (b) of encouraging each State, as far as practi

cable under the conditions in such State, to furnish rehabili

tation and other services to help such individuals to attain 

or retain capability for self-care, there is hereby authorized 

to be appropriated for each fiscal year a sum sufficient to 

carry out the purposes of this title." 

(3) The second sentence of section 1 of such Act is 

amended by striking out ", or for medical assistance for the 

aged, or for old-age assistance and medical assistance for 

the aged". 

(4) The heading of section 2 of such Act is amended by 

striking out "AND MEDICAL" 

(5) So much of section 2 (a) of such Act as precedes 

paragraph (1) is amended by striking out ", or for medical 

assistance for the aged, or for old-age assistance and medical 

assistance for the aged". 

(6) Section 2 (a) (9) of such Act is amended by strik

ing out "assistance for or on behalf of" and inserting in lieu 

thereof "assistance to". 

(7) Section 2 (a) of such Act is further amended by 

striking out paragraphs (10) and (11) and inserting in 

lieu thereof the following: 

" (10) provide that the State agency shall, in de

termining need, take into consideration any other in

come and resources of an individual claiming such assist

ance, as well as any expenses reasonably, attributable to 
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the earning of any such income; except that, in mak

ing such determination, of the first $80 per month of 

earned income the State agency may disregard not more 

than the first $20 thereof plus one-half of the remainder; 

" (11) include reasonable standards, consistent with 

the objectives of this title, for determining eligibility 

for and the extent of assistance under the plan; 

" (12) provide a description of the services (if any) 

which the State agency makes available to applicants 

for and recipients of assistance under the plan to help 

them attain self-care, including a description of the steps 

taken to assure, in the provision of such services, maxi

mum utilization of other agencies providing similar or 

related services;". 

(8) Section 2 (a) of such Act is further amended by 

redesignating paragraphs (12) and (13) as paragraphs 

(13) and (14), respectively; and

(A) the paragraph so redesignated as paragraph 

(13) is amended

(i) by striking out "or in behalf of" i~n the. 

matter preceding clause (A), and 

(ii) by striking out "section 3 (a) (4) (A) 

(i) and (ii) " in clause (C) and inserting in lieu 

thereof "section 3 (a) (3) (A) (i) and (i) "; and 

(B) the paragraph so redesignated as paragraph 

(14) is amended by striking out "~or in behalf of". 
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(9) Section 2 (b) (2) of such Act is amended by strik

ing out ".(A) in the case of 'applicants for old-age assist

ance", and by striking out ", and (B) in the case of appli

caents for medical. assistance for the aged, excludes any indi

vidual who resides in the State". 

(10) Section 2 (c) of such Act is repealed. 

(11) So much of section 3 (a) (1) of such Act as lpre

cedes clause (A) is amended by striking out "during each 

month of such quarter" and inserting in lieu thereof "dur

ing such quarter", and by striking out " (including expendi

tures for premiums under part B of title XVIII for in

dividuals who are recipients of money payments under such 

plan and other insurance premiums for medical or any other 

type of remedial care or the cost thereof) ". 

(12) Section 3 (a) (1) (A) of such Act is amended 

by striking out "such month" where it first appears and 

inserting in lieu thereof "any month", and by striking out 

"(which total number" and all that follows and inserting 

in lieu thereof "; Plus" 

(13) Section 3 (a) (1) (B) of such Act is amended to 

read as follows: 

" (B) the Federal percentage (a~s defined in 

section 1101 (a) (8) ) of the amount by which such 

expenditures exceed the maximum which may be 

counted under clause (A), not counting so much 

of any expenditure with respect to any month as 
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1 exceeds the product of $75 multiplied by the total 

2 number of such recipients of old-age assistance for 

3 such month;". 

4 (14) Section 3 (a) (2) of such Act is amended to read 

5 as follows: 

6 "(2) in the case of Puerto Rico, the Virgin Islands, 

7 and Guam, an amount equal to one-half of the total of 

8 the sums expended during such quarter as old-age assist

9 ance under the State plan, not counting so much of any 

10 expenditure with respect to any month as exceeds $37.50 

11 multiplied by the total number of recipients of old-age 

12 assistance for such month;". 

16 (15) section 3 (a) (3) of such Act is repealed. 

14 (16) Section 3 (a) (4) of such Act is redesignated as 

15 section 3 (a) (3). 

16 (17) Section 3 (a) (5) of such Act is redesignated as 

.17 section 3 (a) (4), and as so redesignated is amended by 

18 striking out "paragraph (4) " and inserting in lieu. thereof 

19 "paragraph (3) ". 

20 (18) Section 3 (c) of such Act is amended by striking 

21 out "paragraph (4) " each place it appears and inserting in 

22 lieu thereof "paragraph (3) ", and by striking out "para

23 graph (5) " and inserting in lieu thereof "paragraph (4) ". 

24 (19) The heading of section 6 of such Act is amended by 

25 striking out "Definitions" and inserting in lieu thereof 

26 "Definition". 
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(20) The first sentence of section 6 (a) of such Act 

(as amended by this Act) is amended

(A) by striking out " (a) ", 

(B) by striking out ", or (if provided in or after 

the third month before the month in which the recipient 

makes application for assistance) medical care in behalf 

of or any type of remedial ca-re recognized under State 

law in behalf of,",91and 

(C) by striking out "or care in behalf of". 

(21) Sections 6 (b) and 6 (c) of such Act are repealed. 

(c) (1) So much of section 403 (a) (1) of such Act as 

precedes clause (A) is amended by striking out " (including 

expenditures for premiums under part B of title XVIII for 

individuals who are recipients of money payments under 

such plan and other insurance premiums for medical or any 

other type of remedial care or the cost thereof) ". 

(2) Section 403 (a) (1) (A) of such act is amended by 

striking out clauses (i), (ii), and (iii) and inserting in lieu 

thereof the following: " (i) the number of individuals with 

respect to whom such aid is paid for such month plus (ii) 

the number of other individuals with respect to whom pay

ments described in section 406 (b) (2) are made in such 

month and included as expenditures for purposes of this para

graph or paragraph (2) ) ". 

(3) Section 403 (a) (2) of such Act is amended by 

striking out " (including expenditures for insurance premiums 
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1 for medical or any other type of remedial care or the cost 

2 thereof) ". 

3 (4) So much of section 406 (b) of such Act as precedes 

4 "to meet the needs of the relative" where it first appears is 

5 amended to read as follows: 

6 " (b) The tenn 'aid to families with dependent children' 

7 means money payments with respect to a dependent child 

8 or dependent children, and includes (1) money pay

9 ments". 

10 (5) Section 409 (a.) of such Act is amended by striking 

11 out " (other than for medical or any other type of remedial 

12 care) ". 

13 (d) (1) So much of section 1003 (a) (1) as precedes 

i4 ciause (A) is amended by striking out " (including expendi

15 tures for premiums under part B of title XVIII for indi

16 viduals who are recipients of money payments under such 

17 plan and other insurance premiums for medical or any other 

18 type of remedial care or the cost thereof) " 

19 (2) Section 1003 (a) (1) (A) of such Act is amended 

20 by striking out " (which total number" and all that follows 

21 and inserting in lieu thereof "; plus". 
22 (3) Seution 1003 (a) (21 of such Act Is am-eanded b 

23 striking out " (including expenditures for insurance premiums 

24 for medical or any other type of remedial care or the cost 

25 thereof) ". 

26 (4) Section. 1006 of such Act is amended

27 (A) by striking out ", or (if provided in or after 
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the third month before the month in which the recipient 

makes application for aid) medical. care in behalf of or 

any type of remedial care recognized under State law in 

behalf of,", and 

(B) by striking out "or care in behalf of". 

(e) (1) So much of section 1403 (a) (1) of such Act 

as precedes clause (A) is amended by striking out " (includ

ing expenditures for premiumns under part B of title XVIII 

for individuals who are recipients of money payments under 

such plan and other insurance premiums for medical or any 

other type of remedial care or the cost thereof) " 

(2) Section 1403 (a) (1) (A) of such Act is amended 

by striking out " (which total number" and all that follows 

and inserting in lieu thereof "; plus" 

(3) Section 1403 (a) (2) of such Act is amended by 

striking out " (including expenditures for insurance pre

miums for medical or any other type of remedial care or 

the cost thereof) ". 

(4) Section 1405 of such Act is amended

(A) by striking out ", or (if provided in or after 

the third month before the month in which the recipient 

makes application for aid) medical care in behalf of, 

or any type of remedial care recognized under State law 

in behalf of,", and 

(B) by striking out "or care in behalf of". 

J. 35-001--19 
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(f) (1) The heading for title XVI of such Act is 

amended by striking out ", OR FOR SUCH AlID AND 

MEDICAL ASSISTANCE FOR THE AGED" 

(2) The first sentence of section 1601 of such Act is 

amended to read as follows: "For the purpose (a) of en

abling each State, as far as practicable under the conditions 

in such State, to furnish financial assistance to needy indi

viduals who are 6.5 years of age or over, are blind, or are 18 

years of age or over and permanently and totally disabled, 

and (b) of encouraging each State, as far as practicable 

under the conditions in suchl State, to furnish rehabilitation 

and other services to help such individuals to attain or retain 

capability for self-support or self-care, there is hereby au

thorized to be appropriated for each fiscal year a sum suffi

cient to carry out the purposes of this title." 

(3) The second sentence of section 1601 of such Act is 

amended by striking out ", or for aid to the aged, blind, or 

disabled and medical assistance for the aged". 

(4) The beadinog for section 1602 of such Act is 

amended by striking out ", O F~OR SUCH- ADANMDIA 

ASSISTANCE FOR THE AGED". 

(5) So much of section 1602 (a) of such Act as pre

cedes paragraph (1) is amended by striking out ", or for 

aid to the aged, blind, or disabled and medical assistance for 

the aged,". 

(6) Sectiou 1602 (a) of such Act is further amended by 
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striking out "or assistance" wherever it appears in para

graphs (4)-, (8), (10), (11), and (13). 

(7)Section 1602 (a) (9) of such Act isamended by 

striking out "aid or assistance to or on behalf of" and insert

ing inlieu thereof "aid to". 

(8)Section 1602 (a)of such Act isfurther amended 

by striking out paragraph (15), and by redesignating paxa

graphs (16) and (17) as paragraphs (15) and (16), re

spectively; and

(A) the paragraph so redesignated as paragraph 

(15) isamended


(i)by striking out "or inbehalf of" in the 

matter preceding clause (A), and 

(ii) by striking out "section 1603 (a) (4) (A) 

(i) and (ii) " in clause (C) and inserting in lieu 

thereof "section 1603 (a) (3) (A) (i) and (ii)"; 

and


(B) the paragraph so redesignated as paragraph 

(16) is amended by striking out "or in behalf of". 

(9) The last sentence of section 1602 (a) of such Act 

is amended by striking out " (or for aid to the aged, blind, or 

disabled and medical assistance for the aged) ". 

(10) Section 1602 (b) of such Act is amended

(A) by striking out "or assistance", 

(B) by striking out " (A) in the case of applicants 

for aid to the aged, blind, or disabled", and 
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(C) by striking out ", and (B) in the case of ap

plicants for medical assistance for the aged, excludes any 

individual who resides in the State". 

(I11) The last sentence of section 1602 (b) of such Act 

is amended by striking out " (or for aid to the aged, blind, 

or disabled and medical assistance for the aged) " wherever 

it appears. 

(12) Section 1602 (c) of such Act is repealed. 

(13) So much of section 1603 (a) (1) as precedes clause 

(A) is amended by striking out "during each month of such 

quarter" and inserting in lieu thereof "during such quarter", 

and by striking out " (including expenditures for -Premiums 

under part B of title XVIII for individuals who are recipi

ents of money payments under such plan and other insurance 

premiums for medical or any other type of remedial care or 

the cost thereof) ". 

(14) Section 1603 (a) (1) (A) of such Act is amended 

by striking out "such month" where it first appears and 

inserting in lieu thereof "any month", and by striking out 

" (whidh total number" a~nd all1 that follows and inserting in 

lieu thereof "; plus". 

(15) Section 1603 (a) (1) (B) of such Act is amended 

to read as follows: 

" (B) the Federal percentage (as defined in sec

tion 11 01 (a) (8) ) of the amount by which such 

expenditures exceed the maxinmum which may be 
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counted under clause (A), not counting so much of 

any expenditure with respect to any month as ex

ceeds the product of $75 multiplied by the total 

number of recipients of aid to the aged, blind, or dis

abled for such month;". 

(16) Section 1603 (a) (2) of such Act is amended to 

read as follows: 

" (2) in the case of Puerto Rico, the Virgin Islands, 

and Guam, an amount equal to one-half of the total of the 

sums expended during such quarter as aid to the aged, 

blind, or disabled under the State plan, not counting so 

much of any expenditure with respect to any month as 

exceeds $37.50 multiplied by the total number of recipi

ents of aid -to the aged, blind, or disabled for such 

month;". 

(17) Section 1603 (a) (3) of such Act is repealed. 

(18) Section 1603 (a) (4) of such Act is redesignated 

as section 1603 (a) (3), and as so redesignated is amended 

by striking out "or assistance" wherever it appears. 

(19) Section 1603 (a) (5) of such Act is redesignated 

as section 1603 (a) (4), and as so redesignated is amended 

by striking out "paragraph (4) " and inserting in lieu thereof 

"paragraph (3)" 

(20) Se~ction 1603 (b) (3) of such Act is amended by 

striking out "or assistance" wherever it appears. 

(21) Section 1603 (c) of such Act is amended by strik
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1 ing out "paragraph (4) " wherever it appears and inserting 

2 in lieu thereof "paragraph (3) ", and by striking out "para

3 graph (5) " and inserting in lieu thereof "parag-raph (4) ". 

4 (22) The first sentence of section 1605 (a) of such Act 

5 (as amended by this Act) is amended

6 (A) by striking out " (a) ", 

7 (B) by striking out ", or (if provided in or after 

8 the third month before the month in which the re

9 cipient makes application for aid) medical care in be

10 half of or any type of remedial care recognized under 

11 State law in behalf of,", and 

12 (C) by striking out "or care in behalf of" each 

P IUUI, tLJ9Jta&T. 

14 (23) Section 1605 (b) of such Act is repealed. 

:15 (g) (1) Section 1902 (a) (20) (0) of such Act is 

16 amended by striking out "section 3 (a) (4) (A) (i) and (ii) 

17 or section 1603 (a) (4) (A) (i) and (ii)"1 and inserting in 

18 lieu thereof "section 3 (a) (3) (A) (i) and (ii) or section 

19 1603 (a) (3) (A) (i) and (ii)" 

20 (2) Section 1903 (a) (3) (A) (i) of such Act is 

21 amended by striking out "section 3 (a) (4) " and inserting 

22 in lieu thereof "section 3 (a) (3) ". 

23 (h) Section 618 of the Revenue Act of 1951 is amended 

24 by striking out " (other than section 3 (a) (3) thereof) " and 

25 " (other thain section 1603 (a) (3) thereof) ". 

26 (i) (1) Section 1108 of such Act is amended
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1 (A) by striking out " (other than section 3 (a) (3) 

2 thereof) " and " (other than section 1603 (a) (3) there

3 of)"~; 

4 (13) by striking out "$9,800,000, of which 

5 $625,000 may be used only for payments certified with 

6 respect to section 3 (a) (2) (B) or 1603 (a) (2) (B)"2 

7 and inserting in lieu thereof "$9,800,000"; 

8 (C) by striking out "$330,000, of which $18,750 

9 may be used only for payments certified with respect to 

10 section 3 (a) (2) (B) or 1603 (a) (2) (B) " and insert

11 ing in lieu thereof "$330,000"; and 

12 (D) by striking out "$450,000, of which $25,000 

13 may be used only for payments certified with respect to 

14 section 3 (a) (2) (B) or 1603 (a) (2) (B)"P and insert

15 ing in lieu thereof "$450,000". 

16 (2) The amendments made by paragraphs (1) (B), 

17 (1) (C), and (1) (D) shallbe effective in the case ofiPuerto 

18 Rico, the Virgin Islands, or Guam with respect to fiscal years 

19 beginning on or after the date on which its plan under title 

20 XIX of the Social Security Act is approved, or beginning on 

21 or after July 1, 1967, whichever is earlier. 

22 (j) Section 1109 of such Act is amended by striking out 

23 "12 (a) (10) (A) " and inserting in lieu thereof "2 (a) (10) ". 

24 (k) (1) Section 1112 of such Act is amended by strik

25 ing out "for the aged". 
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2 

3 

4 

5 

6 

1 (2) The heading of section 1112 of such Act is amended 

by striking out "FOR THlE AGED". 

(1) Section 1115 of such Act is amended by striking 

out "or XVI"' "or 1602", and "or 1603" and inserting in 

lieu thereof "XVI, or XIX", "1602, or 1902", and "1603, 

or 1903", respectively. 
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BRIEF OVERALL SUMMARY 

The bill establishes two coordinated health insurance programs for 
persons 65 or over under the Social Security Act: (1) a "basic" plan 
providing protection against the costs of hospital and related care, 
financed through a separate payroll tax and trust fund; and (2) a 
voluntary "supplementary" plan covering payments for physicians' 
and other medical and health services financed through small monthly 
premiums by individual participants matched equally by a Federal 
Government general revenue contribution. 

Undergirding the two new insurance programs would be a greatly 
expanded medical care program for the needy and the medically needy. 
This program would combine all the vendor medical provisions for the 
aged, blind-, disabled, and families with dependent children now in five 
titles'of the Social Security Act under a uniform program and matching 
formula in a single new title. The Federal matching share for cash 
payments for these needy persons would also be increased; services for 
maternal and child health, crippled children, and the mentally re
tarded would be expanded; a 5-year program of "special project 
grants" to provide comprehensive health care and services for needy 
children of school age, or preschool, would be authorized; and present 
limitations on Federal participation in public assistance to aged 
individuals in tuberculosis or mental disease hospitals would be re
moved under certain conditions. 

With respect to the old-age, survivors, and disability insurance 
system the bill would increase benefits by 7 percent across the board 
with a $4 minimum increase for a worker, cover certain currently 
uncovered occupations and wages (doctors, and income from tips), 
continue benefits to age 22 for certain children in school, provide 
social security tax exemption of self-employment income of certain 
religious groups opposed to insurance, provide actuarially reduced 
benefits for widows at age 60, and pay benefits, on a transitional basis, 
to certain persons currently 72 or over now ineligible; liberalize the 
definition for disability insurance benefits, increase the amount an 
individual is permitted to earn without suffering full deductions from 
benefits, revise the tax schedule, and increase the earnings counted 
for benefit and tax purposes so as to fully finance the changes made, 
and make certain changes in allocations to the old-age and survivors 
insurance and disability insurance trust funds. 



MORE DETAMIED SUMMARY 

I. HEALTH INSURANCE FOR THE AGED 

The bill would add a new title XVIII to the Social Security Act 
establishing two related health insurance programs for persons 65 or 
over: (1) a basic plan providing protection against the costs of hospital 
and related care; and (2) a voluntary supplementary plan covering 
payments for physicians' services and other medical and health services 
to cover certain areas not covered by the basic plan. 

The basic plan would be financed through a separate payroll tax 
and separate trust fund. Benefits for persons currently over 65 
who are not insured under the social security and railroad retirement 
systems would be financed out of Federal general revenues. 

Enrollment in the supplementary plan would be voluntary and 
would be financed by a small monthly premium ($3 per month ini
tially) paid by enrollees and an equal amount supplied by the Federal 
Government out of general revenues. The premiums for social 
security and railroad retirement beneficiaries who voluntarily enroll 
would be deducted from their monthly insurance benefits. Unin
sured persons desiring the supplemental plan would make the periodic 
nrp.mliiim nnvmpnfiq tn the --ovprnment, Rt welfare. nroprsrnQ 
could arrai~ge for uninsured assistance recipients to be cover'ed.

A. ]BASIC PLAN 

Generaldescription .- B asicprotection, financed through a separately 
identified payroll tax, would be provided against the costs of inpatient 
hospital services, posthospital extended care, posthospital home health 
services, and outpatient hospital diagnostic services for social security 
and railroad retirement beneficiaries when they attain age 65. The 
same protection, financed from general revenues, would be provided 
under a special transitional provision for essentially all people who are 
now aged 65, or who will reach age 65 before 1968, but who are not 
eligible for social security or railroad retirement benefits. 

Benefits would be first effective on July 1, 1966, except for services 
in extended care facilities which would be effective on January 1, 1967. 

Benefits.-The services for which payment would be made under 
the basic plan include

(1) inpatient hospital services for up to 60 days in each spell 
of illness with the patient paying a $40 deductible amount; 
boAznit,Al qprviwpq wmlild ine.lndp All1thnqp. oriAr~l-,vv fiirni'bhi1l hv 

a hospital for its inpatients; however, paymient would not be 
made for private duty nursing or for the hospital services of 
physicians except services provided by interns or residents in 
training under approved teaching programs; 

(2) posthospital extended care (in a facility having an arrange
ment with a hospital for the timely transfer of patients and for 
furnishing medical information about patients) after the patient 

2 



3 SUMMARY OF MAJOR PROVISIONS 

is transferred from a hospital (after at least a 3-day stay) for 
up to 20 days in each spell of illness; 2 additional days will be 
added to the 20 days for each day that the person's hospital 
stay was less than 60 days (up to maximu of 80 additional 
days)-the overall maximum for posthospital extended care 
could thus be 100 days in each spell of illness; 

(3) outpatient hospital diagnostic services with the patient 
paying a $20 deductible amount for each diagnostic study (that 
is, for diagnostic services furnished to him by the same hospital
during a 20-day period); if, within 20 days after receiving such 
services, the individual is hospitalized as an inpatient in the same 
hospital, the deductible he paid for outpatient diagnostic services 
(up to $20) would be credited against the inpatient hospital
deductible ($40); and 

(4) posthospital home health services for up to 100 visits, after 
discharge from a hospital (after at least a 3-day stay) or extended 
care facility and before the beginning of a new spell of illness. 
Such a person must be in the care of a physician and under a 
plan established by a physician within 14 days of discharge call
mng for such services. These services would include intermittent 
nursing care, therapy, and the part-time services of a home health 
aide. The patient must be homebound, except that when equip
ment is used the individual could be taken to a hospital or ex
tended care facility or rehabilitation center to receive some of 
these covered home health services in order to get advantage of 
the necessary equipment.

No service would be covered as posthospital extended care or as 
outpatient diagnostic or posthospital home health services if it is of 
a kind that could not be covered if it were furnished to a patient in a 
hospital.

A spell of illness would be considered to begin when the individual 
enters a hospital and to end when he has not been an inpatient of a 
hospital or extended care facility for 60 consecutive days.

The deductible amounts for inpatient hospital and outpatient 
hospital diagnostic services would be increased if necessary to keep 
pace with increases in hospital costs, but no such increase would be 
made before 1969. For reasons of administrative simplicity, increases 
in the hospital deductible will be made only when a $5 change is called 
for and the outpatient deductible will change in $2.50 steps. 

Basis of reimbursement.-Payment of bills under the basic plan
would be made to the providers of service on the basis of the "reason
able cost" incurred in providing care for beneficiaries. 

Administration.-Basic responsibility for administration would 
rest with the Secretary of Health, Education, and Welfare. The 
Secretary would use appropriate State agencies and private organi
zations (nominated by providers of services) to assist in the ad
ministration of the program. Provision is made for the establishment 
of an Advisory Council which would advise the Secretary on policy 
matters in connection with administration. 

Financing.-Separate payroll taxes to finance the basic p lan, paid
by employers, employees, and self-employed persons, would be ear
marked in a separate hospital insurance trust fund established in the 
Treasury. The amount of earnings (wage base) subject to the new 
payroll taxes would be the same as for purposes of financing social 
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security cash benefits. The same contribution rate would apply 
equally to employers, employees, and self-employed persons and 
would be as follows:Peen 
1966 -------------------------------------------------------------- 0.35 
1967-72 ------------------------------------------------------------. 50 
1973-75 ------------------------------------------------------------. 55 
1976-79 ------------------------------------------------------------ 60 
19S0-86 ------------------------------------------------------------ 70 
1987 and thereafter -------------------------------------------------- 80 

The taxable earnings base for the health insurance tax would be 
$5,600 a year for 1966 through 1970 and would thereafter be 
increased to $6,600 a year. 

The schedule of contribution rates is based on estimates of cost 
which assume that the earnings base will not be increased above 
$6,600. If Congress, in later years, should increase the base above 
$6,600, the tax rates established can be reduced under the cost assump
tions underlying the,bill. 

The cost of providing basic hospital and related benefits to people 
wvho are niot social security or railroad retirement beneficiaries would 
be paid from general funds of the Treasury. 

B3. VOLUNTARY SUPPLEMENTARY PLAN 

General deseription.-A package of benefits supplementing those 
provided under the basic plan wvould be offered to all persons 65 and 
over on a voluntary basis. Individuals who enroll initially would 
pay premiums of $3 a month (deducted, where possible, from social 
securiuy or rauroad reuirement benefits). 1The government would 
match this premium with $3 paid from general funds. Since the 
minimum increase in cash social security benefits for retired workers 
under the bill would be $4 a month ($6 a month for man and wife 
receiving benefits based on the same earnings record), the benefit 
increases would fully cover the amount of monthly premiums.

Enrollment.-Personsaged 65 before January 1, 1966, will have an 
opportunity to enroll in an enrollment period which begins on the 
first day of the second month after the month of enactment and ends 
March 31, 1966. 

Persons attaining age 65 subsequent to December 31, 1965, will 
have enrollment periods of 7 months beginning 3 months before 
attaining 65. 

In the future general enrollment periods will be from October to 
December 31, in each odd year. The first such period will be October 
1 to December 31, 1967. 

No person may enroll more than 3 years after close of first enroll
ment period in which he could have enrolled. 

There will be only one chance to reenroll for persons who are in 
the plan but drop out, and reenrollment must occur within 3 years of 
termination of previous enrollment. 

Coverage may be terminated (1) by the individual filing notice 
during enrollment period, or (2) by the Government, for nonpayment 
of premiums. 

A State would be able to provide the supplementary insurance 
benefits to its public assistance recipients who are receiving cash 
assistance if it chooses to do so. 

Benefits will be effective beginning July 1, 1966. 
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Benefits.-The voluntary supplementary insurance plan would 
cover physicians' services, home health services, hospital services in 
psychiatric institutions, and numerous other medical and health 
services in and out of medical institutions. 

There would be an annual deductible of $50. Then the plan 
would cover 80 percent of the patient's bill (above the deductible) of 
the following services: 

(1) Physicians' and surgeons' services, whether furnished in a 
hospital, clinic, office, in the home, or elsewhere; 

(2) Hospital care for 60 days in a spell of illness in a mental hospital 
(180-day lifetime maximum); 

(3) Home health services (with no requirement of prior hospitaliza
tion) for up to 100 visits during each calendar year; 

(4) Additional medical and health services, whether provided 
in or out of a medical institution, including the following: 

(a) Diagnostic X-ray and laboratory tests, electrocardiograms, 
basal metabolism readings, electroencephalograms, and other 
diagnostic tests; 

(b) X-ray, radium, and radioactive isotope therapy; 
(c) Ambulance services (under limited conditions); and 
(d) Surgical dressings and splints, casts, and other devices for re

duction of~fractures and dislocations; rental of durable medical 
equipment such as iron lungs, oxygen tents, hospital beds, and 
wheelchairs used in the patient's home; prosthetic devices (other 
than dental) which replace all or part of an internal body 
organ; braces and artificial legs, arms, eyes, etc. 

There would be a special limitation on outside-the-hospital treat
ment of mental, psychoneurotic, and personality disorders. Pay
ment for such treatment during any calendar year would be limited, 
in effect, to $250 or 50 percent of the expenses, whichever is smaller. 

Administration by carriers:Basisfor reimbursement.-The Secretary 
of Health, Education, and Welfare would be required, to the extent 
possible, contract with carriers to carry out the major administrative 
functions relating to the medical aspects of the program such as deter
mining rates of payments under the program, holding and disbursing 
funds for benefit payments, and determining compliance and assisting 
in utilization review. No contract is to be entered into by the Secre
tary unless he finds that the carrier will perform its obligations under 
the contract efficiently and effectively and will meet such requirements 
as to financial responsibility, legal authority, and other matters as 
he finds pertinent. The contract must provide that the carrier take 
necessary action to see that where payments are on a cost basis (to 
institutional providers of service), the cost is reasonable cost. Corre
spondingly, where payments are on a charge basis (to physicians or 
others furnishing noninstitutional services), the carrier must see that 
such charge will be reasonable and not higher than the charge ap
plicable, for a comparable service and under comparable circum
stances, to the other policyholders and subscribers of the carrier.. 
Payment by the carrier for physicians' services will be made on the. 
basis of a receipted bill, or on the basis of an assignment under the 
terms of which the reasonable charge will be the full charge for the 
service. 

Financing.-Aged persons who enroll in the supplemental plan 
would pay monthly premiums of $3. Where the individual is, 
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currently receiving monthly social security or railroad retirement 
benefits, the premiums would be deducted from his benefits. 

Thle Governmcnt would help finance the supplementary plan 
through a payment from general revenues of $3 a month per enrollee. 
To provide an operating fund at the beginning of the supplementary
plan, and to establish a contingency reserve, a Government appropria
tion would be available (on a repayable basis) equal to $18 per aged 
person estimated to be eligible in July 1966 when the supplementary
plan goes into effect. 

The individual and Government contributions would be placed in a 
separate trust fund for the supplementary plan. All benefit and 
administrative expenses under the supplementary plan would be paid 
from this fund. 

The provision in the income tax law which limits medical expense
deductions to amounts in excess of 3 percent of adjusted gross income 
for persons under 65 would be reinstituted for persons 65 and over. 
Thus, provision is made for partial or full recovery of the Government 
contribution from enrolled persons with incomes high enough to re
quire them to pay income taxes. A special deduction (for tax
payers who itemize deductions) of one-half of premiums for medical 
care insurance would be added, however, which would be applicable 
to taxpayers of all ages. Such special deduction could not exceed 
$250 per year. 

Premium rates for enrolled persons (and the matching Govern
ment contribution) would be increased from time to time in the event 
that costs rise, but not more often than once every 2 years. The pre
mium rate for a person who enrolls after the first period when enroll
ment was open to him would be increased by 10 percent for each full 
year he stayed out of theprogram. It would also be increased for any 
period that he had terminated his coverage. 

C. COSTS OF THE BASIC AND SUPPLEMENTARY PLANS 

Benefits under both plans would first become payable for services 
furnished in July 1966, except for services in extended care facilities, 
for which benefits would first become payable in January 1967. 

Basic pla~n.-Benefits under the basic plan would be about $1.0 
billion for the 6-month period in 1966 and about $2.2 billion in 1967. 
Contribution income for those years would be about $1.6 and $2.6 
billion, respectively. The costs for the uninsured (paid from general 
funds) would be about $275 million per year for early years. 

Supplementary plan.-Costs of the supplementary plan would de
pend on how many of the aged enrolled. 

If 80 percent of the eligible aged enrolled, benefit costs of the sup
plementary plan would be about $195 million to $260 million in the 6 
months of 1966 and about $765 million to $1.02 billion in 1967. 
Premium income from enrollees for those vears would be, abouit $275 
and $560 million, respectively. The mnatching Government contri
bution would be the same. 

If 95 percent of the eligible aged enrolled, benefit costs of the sup
plementary plan would be about $230 to $310 million in 1966 and 
about $905 million to $1.22 billion in 1967. Premium income from 
,enrollees for those years would be about $325 and $665 million, 
respectively. The Government contribution would be the same. 
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II. IMPROVEMENT AND EXTENSION OF KERR-MILLS PROGRAM 

Purpose and scope.-In order to provide a more effective Kerr-
Mills program and to extend its provisions to other needy persons, the 
bill would establish a single and separate medical care program to 
replace the differing provisions for the needy which currently are found 
in five titles of the Social Security Act. 

The new title (XIX) would extend the advantages of an expanded 
medical assistance program not only to the aged who are indigent but 
also to needy individuals on the dependent children, blind, and 
permanently and totally disabled programs and to persons who would 
qualify under those programs if in sufficient financial need. 

Inclusion of the medically indigent aged would be optional with the 
States but if they are included comparable groups of blind, disabled, 
and parents and children must also be included if they need help in 
meeting necessary medical costs. Moreover, the amount and scope 
of benefits for the medically indigent could not be greater than that 
of recipients on the cash assistance programs. 

The current provisions of law in the various public assistance 
titles of the act providing vendor medical assistance would terminate 
upon the adoption of thei new program by a State but no later than 
June 30, 1967. 

Scop o/ medical assistance.-Under existing law, the Stat~emust 
provi esome institutional and noninstitutional care" under the 

medical assistance for the aged program. There are no minimum 
benefit requirements at all under the other public assistance vendor 
medical programs. The bili would require that by July 1, 1967, for 
the new program a State must provide impatient hospital services, 
outpatient hospital services, other laboratory and X-ray services, 
skilled nursing home services, and physicians services (whether 
furnished in the office, the patient's home, a hospital, or a skilied 
nursing home) in order to receive Federal participation in vendor 
medical payments. Other items of medical service would be optional 
with the States. 

Eligibility.-Improvements would be effectuated in the program 
for the needy elderly by requiring that the States must provide a 
flexible income test which takes into account medical expenses and 
does not provide rigid income standards which arbitrarily deny assist
ance to people with large medical bills. In the same spirit the bill 
provides that no deductible, cost. sharing, or similar charge may be 
imposed by the State as to hospitalization under its program and 
that any such charge on other medical services must be reasonably 
related to the recipient's income or resources. Also important is the 
requirement that elderly needy people on the State programs be pro
vided assistance to meet the deductibles that are imposed by the 
new basic program of hospital insurance. Also where a portion of 
any deductible or cost sharing required by the supplementary volun
tary program is met by a State progranm it must be done so in a 
manner reasonably related to the individual's income and resources. 
No income can be imputed to an individual unless actually avail
able; and the financial responsibility of an individual for an applicant 
may be taken into account only if the applicant is the individual's 
spouse or child who is tinder age 21 or blind or disabled. 

45-688-65---2 
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IncreasedFederalmatching.-The Federal share of medical assistance 
expenditures under the new program would be determined upon a 
uniform formula with no maximum on the amount of expenditures 
which would be subject to participation. This currently is done for 
the medical assistance for the aged program. The Federal share, 
which varies in relation to a State's per capita income, would be 
increased over current medical assistance for the aged matching so 
that States at the national average would receive 55 percent rather 
than 50 percent, and States at the lowest level could receive as much 
as 83 percent as contrasted with 80 percent under existing law. 

In order to receive any additional Federal funds as a result of 
expenditures under the new program, the States would need to 
continue their own expenditures at their present rate. For a specified
period, no State would receive less in Federal funds than under current 
provisions of law because of the new formula and any State that did 
not reduce its own expenditures would be assured of a 5-percent
increase in Federal participation in medical care expenditures. As 
to professional medical personnel, the bill would provide a 75-percent 
Federal share as compared with the 50-50 Federal-State sharing for 
other administrative expenses. 

Admin~istration.-TheState agency adminiistering the new program
would have to be the same as that administering the old-age assistance 
program. As some States have done under existing law, such an 
agency could delegate its function relating to the medical aspects of 
the program to the State health agency. The bill specifically provides 
as a State plan requirement that cooperative agreements be entered 
into with State agencies providing health services and vocational 

services in the provision of medical assistance under the plan.
Effective date.-January1, 1966. 
Cost.-It is estimated that the new program will increase the Federal 

Government's contribution about $200 million in a full year of opera
tion over that in the programs operated under existing law. 

III. CHILD HEALTH PROGRAm AMENDMENTS 

Maternal and child health and crippled children.-The bill would 
increase the amount authorized for maternal and child health services 
over current authorizations by $5 million for fiscal year 1966 and by 
$10 million in each succeeding fiscal year, as follows: 

Fiscal year Existing law Under bill 

1066 ----------------------------------------------------------------- $40,000,000 $45, 000,000
1967------------------------------------------------------------------ 40,000.000 50,000,0001968------------------------------------------------------------------ 45,000,000 55,000,000 
]969 af-------er ----------------------------------------------------- 45,000,000 95,000,000 

--- --- -- --- 50, 000, 000197 an--- afer--- --- ----- -- --- --- --- --- --- --- -- 60,000,000 

The authorizations for crippled children's service would be in
creased by the same amounts. Such increases would assist the 
States, in both these programs, in moving toward the goal of ex
tending services with a view of making them available to children 
in all parts of the State by July 1, 1975. 

Crippled children-trainingpersonnel.- The bill would also authorize 
$5 million for the fiscal year 1967, $10 million for fiscal 1968, and 
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$17.5 million for each succeeding fiscal year to be for grants to insti
tutions of higher learning for training professional personnel for 
health and related care of crippled ch~ildren, particularly mentally 
retarded children with multiple handicaps. 

Health careforneedy children.-A new provision is added authorizing 
the Secretary of Health, Education, and Welfare to carry out 9, 
5-year program of special project grants to provide comprehensive 
health care and services for children of school age, or for preschool 
children, particularly in areas with concentrations of low-income 
families. The grants would be to State health agencies, to the State 
agencies administering the crippled children's program, to any school 
of medicine (with appropriate participation by a school of dentistry), 
and any teaching hospital affiliated with such school, to pay not to 
exceed 75 percent of the cost of the project. Projects would provide 
screening, diagnosis, preventive services, treatment, correction of 
defects, and aftercare, including dental services, for children in 
low-income families. 

An 	appropriation of $15 million would be authorized for the fiscal 
year ending June 30, 1966; $35 million for the fiscal year ending 
June 30, 1967; $40 million for the fiscal year ending June 30, 1968; 
$45 million for the fiscal year ending June 30, 1969; and $50 million 
for the fiscal year ending June 30, 1970. 

Mental retardation planning.-This title would authorize grants 
totaling $2,750,000 for each of 2 fiscal years-the fiscal year ending 
June 30, 1966, and fiscal year ending June 30, 1967. The grants 
would be available during the year for which the appropriation is 
authorized and during the succeeding fiscal year. They are for the 
purpose of assisting States to implement and followup on plans and 
other steps to combat mental retardation authorized under section 
1701 of the Social Security Act. 

IV. 	 OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE AMENDMENTS 

BENEFITS 

1. 	7 percent, across-the-board benefit increase in old-age, survivors, and 
disability insurance benefits 

The bill provides a 7-percent, across-the-board benefit increase, 
effective retroactively beginning with January 1965, with a minimum 
increase of $4 for retired workers age 65 and older. These increases 
will be made for the 20 million social security beneficiaries now on the 
rolls. 

Monthly benefits for workers who retire at or after 65 would be 
increased to a new minimum of $44 (now $40) and to a new maximum 
of $135.90 (now $127). In the future, creditable earnings under the 
increase in the contribution and benefit base to $5,600 a year (now 
$4,800) would make possible a maximum benefit of $149.90. 

The maximum amount of benefits payable to a family on the basis 
of a single earnings record would be related to the worker's average 
monthly earnings at all earnings levels. Under present law, there is 
a $254 limit on family benefits which operates over a wide range of 
average monthly earnings. Under the bill, until 1971, the family 
maximum would be $312. 

Under the second-step increase in the wage base to $6,600 to be 
effective in 1971, also provided in the bill, the worker's primary 
insurance amount would range from a minimum of $44 to a future 
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possible maximum of $167.90 a month. Maximum family benefits 
up to $368 would also be payable. 
£.2 Payment of child's insurance benefits, to children attending school or 

college-a~fter attainment of age 18 and up to age ~20 
The bill includes the provision adopted by both House and Senate 

last year which would continue to pay a child's insurance benefit 
until the child reaches age 22, provided the child is attending public 
or accredited schools, including a vocational school or a college, as a 
full-time student after he reaches age 18. Children of deceased 
retired, or disabled workers would be included. No mother's or wife's 
benefits would be payable on the basis of a child who has attained age 
18 but is in school. 

This provision will be effective Janualry 1, 1965. It is estimated 
that 295,000 children will be able to receive benefits for a typical 
school month in 1965 as a result of this provision. 

S. Benefite for widows at age 60 
The bill would provide the option to widows of receiving benefits 

beginning at age 60 with the benefits payable to those who claim 
them before age 62 being actuarially reduced to take account of the 
longer period over which they will be paid. Under present law, full 
widow's benefits and actuarially reduced worker's and wife's benefits 
are payable at age 62. 

This provision, adopted by both Houses last year, would be effec
tive for the second month after the month of enactment. It is 
estimated that 185,000 widows will be able to get benefits immediately 
under this provision. 
4. Amendment oj diisability program 

(a) Definition.-The bill would eliminate the present requirement 
that a worker's disability must be expected to result in death or to be 
of long-continued and indefinite duration, and instead provide that an 
insured worker .would be eligible for disability benefits if he has been 
totally disabled throughout a continuous period of at least 6 calendar 
months. Benefits payable by reason of this change would be paid for 
the second month following the month of enactment. 

(b) 'Waitingperiod.-Tbe waiting period during which an individual 
must be under a disability prior to entitlement to benefits is reduced by 
1 month by the bill. It provides that disability benefits would be 
payable beginning with the last month of the 6-month waiting period 
rather than with the first month after the 6-month waiting period as 
under existing law. This change would be applicable to all cases in 
which the last month of the waiting period occurs after the month of 
enactment. 

It is estimated some 155,000 disabled workers and dependents will 
be benefited by these provisions. 

Certain changes are also made in the provision terminating dis
ablty_h __6~ wivn eid oas to makean subsequent watn 

them more restrictive when applied to shorter term disabilities. 
(c) Entitlement to disability benefits after entitlement to benefits 

paygable on. account of age.-Under the bill, a person who becomes 
entitled before age 65 to a benefit payable on account of old age 
could later become entitled to disability insurance benefits. 

(d) Allocation of contribution income between OASI and DI trust 
Jun ds.-Under the bill, an additional one-fourth of 1 percent of taxable 



1 SUMMARY OF MAJOR PROVISIONS 

wages and three-sixteenthis of 1 percent of taxable self-employment
income would be allocated to the disability insurance trust fund, 
bringing the total allocation to three-fourths of 1 percent and nine-
sixteenths of 1 percent, respectively, beginning in 1966. 
5. Benefits to certain persons at age 72 or over 

The bill would liberalize the eligibility requirements by providing 
a basic benefit of $35 at age 72 or over to certain -persons with a 

minimum of three quarters of coverage which can be acquired at any 
time since the beginning of the program in 1937. To accomplish
this, a new concept of "transitional insured" status is provided. 
Present law requires a minimum of six quarters of coverage in employ
ment or sell-employment.

(a) Men and women workers.- T he concept of "transitional insured" 
status which would make an individual eligible for an old-age or wife's 
benefit provides that the oldest workers will receive benefits with 
only three quarters of coverage, under the bill. These three quarters 
may have been acquired at any time since the inception of the program 
in 1937. For those who are not quite so old, the quarters of coverage 
requirement would increase until the requirement merges with the 
present minimum requirement of six quarters. 

The following table illustrates the operation of the "transitional 
insured" status provision for workers: 

Workers benefiia1 

men Women 

Quarters of Quarters of 
Age (in 1905) coverage Age (in 1965) coverage

required required 

76 or over------------------------- 3. 73 or over ------------------------ 3. 
75 ------------------------------- 4. 72 ------------------------------- 4. 
74------------------------------- 5. 71 ------------------------------- 5. 
73 or younger---------------------- 16 or more. 70 or younger---------------------- 6 or more. 

I Benefits will not be payable, however, until age 72. 

(b) Widow3.-Any widow who is age 72 or over in 1966, if her 
husband died or reached age 65 in 1954 or earlier, can get a widow's 
benefit if her husband had at least three quarters of coverage. Present 
law requires six quarters.

If the husband died or reached 65 in 1955, the requirement is four 
quarters. If he died or reached 65 in 1956, the requirement would be 
five quarters. If he died or reached 65 in 1957 or later, the minimum 
requirement would be six quarters, the same as present law. 

For widows reaching age 72 in 1967 and 1968, there is a "grading
in" of coverage requirement of four or five quarters of coverage,
respectively. Widows reaching age 72 in 1969 or after would be 
subject to the requirements of existing law of six or more quarters of 
coverage. 
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The table below sets forth the requirements as to widows: 

Insure sct.ouuspovisi,vons, wvih resp,, t wdws benw-flts 14sto quar1ters£C f ovvCragyc 

required 

Year of husband's death (or attainment of 
age 65, if earlier) 

Present 
quarters
required 

Proposed quarters required for widow 
attaining age 72 in

1966 or before 1967 1968 

1954 or before ------------------------------- 6-----------3------------ 4----------- 5. 
1955----------------------------------6----------64 ---------- 4----------- 5. 

6-- -------1956 -- Y -----------------------------------6 5---- ------s------ 5. 
1g57 orafter -------------------------------- 6or more ---- 6ormore___ 6ormore_... Oormore. 

(c) Basic benefits.-Men and women workers who would be eligible 
under the above-described provisions for workers would receive a 
basic benefit of $35 a month. A wife, aged 72 or over (and who 
attains that age before 1969) would receive one-half of this amount, 
$17.50. No other dependents' basic benefits would be provided under 
these provisions.

Widows would receive $35 a month under the above-described 
provision. 

These provisions would become effective for the second month 
after the month of enactment, at which time an estimated 355,000 
persons would be able to start receiving benefits. 
6. Retirement test 

The bill liberalizes the, social security earned income limitation so 
that the uppermost limit of the "band" of $1 reduction in benefits 
for $2 in earnings is raised from $1,700 to $2,400. Under existing 
law the first $1,200 a year in earnings is wholly exempted, and there 
is a $1 reduction in benefits for each $2 of earnings up to $1,700 and 
$1 for $1 above that amount. The bill would increase the $1 for $2 
"band" so that it would apply between $1,200 and $2,400, with $1 for 
$1 reductions above $2,400. This change is effective as to taxable 
years ending after 1965. 

The bill also exempts certain royalties received in or after the year 
in which a person reaches age 65 from copyrights and patents obtained 
before age 65 from being counted as earnings for purposes of this test 
effective as to taxable years beginning after 1964. 
7. Wife's and widow's benefitsfor divorced women 

The bill would authorize payments of wife's and widow's benefits 
to the divorced wife aged 62 or over of a retired, deceased, or disabled 
worker if she had been married to the worker for at least 20 years 
before the date of the divorce and if her divorced husband was making 
(or was obligated by a court to make) a substantial contribution to 
her support when he became entitled to benefits, became disabled, or 
died. The bill would also provide that a wife's benefits would 'not 
terminate when the woman and her husband are divorced if the mar
riage has been in effect for 20 years. Provision is also made for the 
reestablishment of benefit rights for a widow or a wife who remarries 
and the subsequent marriage lasts less than 20 years. These changes 
are effective as to second month following month of enactment. 
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8. Adoption of child by retired worker 
The bill would change the provisions relating to the payment of 

benefits to children who are adopted by old-age insurance beneficiaries 
to require that as to any adoption after the worker becomes entitled 
to an old-age benefit (1) the child be living with the worker (or adop
tion proceedings have begun) in or before the month when application 
fo od-age benefits is filed; (2) the child be receiving one-half of his 
support for a year before the worker's entitlement; and (3) the adop
tion be completed within 2 years after the worker's entitlement. 

COVERAGE 

The following coverage provisions (contained in the House-passed 
bill last year) were included 
1. Physiciansand interns 

Self-employed physicians would be covered for taxable years ending 
after December 31, 1965. Interns would be covered beginning on 
January 1, 1966, on the same basis as other employees working for 
the same employer. 
2. Farmers 

Provisions of existing law with respect to the, coverage of farmers 
would be, amended to provide that farm operators whose annual gross 
earnings are $2,400 or less (instead of $1,800 or less as in existing 
law) can report either their actual net earnings* or 66% percent (as 
in present law) of their gross earnings. Farmers whose annual gross 
earnings are over $2,400 would report their actual net earnings if over 
$1,600, but if actual net earnings are less than $1,600, they may 
instead report $1,600. (Present law provides that farmers whose an
nual gross earnings are over $1,800 report their actual net earnings 
if over $1,200, but if actual net earnings are less than $1,200, they 
may report $1,200.) This change would be effective for taxable years 
beginning after December 31, 1965. 

S. Cash tips 
Coverage of cash tips received by an employee in the course of 

his employment as wages would be provided, effective as to tips 
received after 1965. 

(a) Reporting of tips.-The employee would be required to report 
to his employer in writing the amount of tips received and the em
ployer would report the employee's tips along with the employee's 
reguar wages. The employee's report to his employer would include 
tips paid to him through the employer as wel as those received 
directly from customers of the employer. Tips received by an em
ployee which do not amount to a total of $20 a month in connection 
with his work for any one employer would not be covered and would 
not, be reported. 

(b) Tax on tips.-The employer would be required to withhold 
social security taxes only on tips reported by the employee to him. 
Unlike the provision in last year's House bill, the employer would be 
required to withhold income tax on such reported tips. The employer 
would be responsible for the social security tax on tips only if the 
employee reported the tips to him within 10 days after the end of the 
month in which the tips were received. The employer will be per
mitted to gear these new procedures into his usual payroll periods. 
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The employer would pay over his own and the employee's share of the 
tax on these tips and would include the tips with his regular reports of 
wages. If at the time the employee report is due (or, in cases where 
the report is made earlier-if between the makin~of the report and the 
time it is due), the employer does not have unpaid wages or remunera
tion of the employee under his control sufficient to cover the employee's
share of the social security tax applicable to the tips reported, the 
employee will pay his share of the tax with his report.

If the employee does not report his tips to his employer within 10 
days after the end of the month involved, the employer would have 
no liability. In such a case the employee alone would be liable not 
only for the amount of the employee tax but also an additional 
amount equal to the employer tax. 

4.State and local gover'nment employees 
Alaska and Kentucky would, be added to the list of States which 

may cover State and local government employees under the divided 
retirement system provision. This provision allows current employ
ees desiring to do so to elect coverage; future employees are covered 
compulsorily.

Another opportunity would be provided, through 1966, for the elec
tion of coverage by people who originally did not choose coverage 
under the divided retirement system provision.

Coverage would be made available to certain hospital employees in 
California whose positions were removed from a State or local govern
ment retirement system. 

New coveragye Drovisions in the bill (not contained in last yefar's 
bill) are: 

1. Districtof Columbia employees.-Coverage would be extended to 
employees of the District of Columbia who are not covered by a retire
ment system. About 600 substitute teachers would be involved. 
The District of Columbia Commissioners also could shift the coverage 
of temporary and intermittent employees from the civil service retire
ment system to social security. The earliest date on which coverage
could become effective would be the first day of the calendar quarter
following the calendar quarter of enactment. 

2. Exemption of certain religious sects.-Members of certain re
ligious faiths may be exempt from social security self-employment 
taxes and coverage upon application which would be accompanied by 
a waiver of benefit rights. An individual eligible for the exemption 
must be a member of a recognized religious sect (or a division of a 
sect) who is an adherent of the established teachings of such sect by 
reason of which he is conscientiously opposed to acceptance of the 
benefits of any private or public insurance, making payments in the 
event of death, disability, old-age, or retirement, or making payments
toward the cost of, or providing services for, medical care (including 

of nyinsrace ys.. usalse uy le 3Uumfl OUCU-Ll' 

Act). The Secretary of Health, Education, and Welfare must find 
that such sect has such teachings and has been in existence at all 
times since December 31, 1950, and that it is the practice for members 
of such sect to make provision for their dependent members which, 
in the Secretary's judgment, is reasonable in view of their general 
level of living. The exemption for previous years i(taxable years
ending prior to December 31,1 1965) must be filed by April 15,.1966. 
The exemption would be effective as early as taxable years beginning
after December 31, 1950. 
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3. Nonprofit oraiawn.-opoi organizations could provide 
coverage for employees retroactively for up to 5 years (1 year under 
present law); also, validation of certain erroneously reported wages 
would be permitted. 

MISCELLANEOUS 
1. 	 Filing of proof 

Extends indefinitely the period of filing of proof of support for 
dependent husbands, widowers and parent's benefits, and lump-sum 
death payments where good cause exists for failure to ifile within 
initial 2-year period. 

2. 	Automatic recomputation of benelfits 
The benefits of people on the rolls would be recomputed auto

matically each year to take account of any covered earnings that 
the worker might have had in the previous year that would increase 
his benefit amount. Under existing law there are various require
ments, including filing of an application and earnings of over $1,200 a 
year after entitlement. 
S. 	Military wage credits 

Replaces present provision authorizing reimbursement of trust 
funds out of general revenue for gratuitous social security wage credits 
for servicemen so that such payments will be spread over the next 50 
years (now 10 years). 

NUMBER OF PERSONS IMMEDIATELY AFFECTED AND AMOUNT OF 
ADDITIONAL BENEFITS IN THE FULL YEAR 1966 

7 percent benefit increase ($4
minimum in primary benefits)---. 20 million persons---. $1.4 billion. 

Child's benefit to age 22 if in 295,000 children - --- $195 million. 
school. 

Reduced age for widows ---------- 185,000 widows - --- $165 million (no
long-range charge 
to system because 
of actuarial 
reduction). 

Reduction in eligibility require- 355,000 persons.---- $140 million. 
ment for certain persons aged 72 
or over. 

Liberalization of disability defini- 155,000 workers, $105 million. 
tion. and dependents.

Liberalization of retirement test ---------------------- $65 million. 

FINANCING OF OASDI AMENDMENTS 

The benefit provisions of the bill are financed by (1) an increase in 
the earnings base from $4,800 to $5,600 (effective January 1, 1966), 
and $6,600 (effective 1971), and (2) a revised tax rate schedule. 

The tax rate schedule under existing law and revised schedule 
provided by the bill for OASDI programs follow: 
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[in percent] 

Employer-employee rate Self-employed rate 
Years(each) 

Present law Bill Present law Bill 

1965------------------------------------------ 3.625 3.625 6.4 5.4 
1966------------------------------------------ 4.125 4.0 6.2 6.0 
1967------------------------------------------ 4.125 4.0 6.2 6.0 
1968------------------------------------------ 4.625 4. 0 6.9 6.0 
1969-72 --------------------------------------- 4.625 4.4 6.9 6.6 
1973 and after --------------------------------- 4.625 4.8 6.9 7.0 

V. PUBLIc ASSISTANCE, AMENDMENTS 

1. Increased assista'nce payments 
The Federal share of payments under all State public assistance 

prgrams is increased a little more than an average of $2.50 a month 
forohe needy aged, blind, and disabled and an average of about $1.25 
for needy children, effective January 1, 1966. This is brou ht about 
by revising the matching formula for the needy aged., bln an 
disabled (and for the adult categories in title XVI) to provide a 
Federal share of $31 out of the first $37 (now twenty-nine thirty-fifths 
of the first $35) up to a maximum of $75 (now $70) per month per in
dividual on an average basis. Revises matching formula for aid to 
families with dependent children so as to provide a Federal share of 
five-sixths of the first $18 (now fourteen-seventeenths of the first $17) 
up to a maximum of $32 (now $30). A provision is included so that 
____t__ -e --- c-- -- -...... V.. ' U- flt Ufl--,U 

they pass them on to individual recipients. Effective January 1, 
1966. Cost: About $150 million a year. 
2&.Tubercularand mental patients 

Removes exclusion from Federal matching in old-age assistance 
and medical assistance for the aged programs (and for combined 
program, title XVI) as to aged individuals who are patients in insti
tutions for tuberculosis or mental diseases or who have been diagnosed 
as having tuberculosis or psychosis and, as a result, are patients in a 
mnedical institution. Requires as condition of Federal participation 
in such payments to, or for, mental patients certain agreements and 
arrangements to assure that better care results from the additional 
Federal money. Provides that States will receive no more in Federal 
funds under this provision than they increase their expenditures for 
mental health purposes under public health and public welfare pro
grams. Also removes restrict ions as to Federal matching for needy 
blind and disabled who are tubercular or psychotic and are in general 
medical institutions. Effective January 1, 1966. Cost: About $75 
million a year. 

U.IIU&C'u&L'ur, L9~Inel't- tvlaPermitslU 
Adds a provision for protective payments to third persons on behalf 

of old-age assistance recipients (and recipients on combined title XVI 
program) unable to manage their money because of physical or mental 
incapacity. Effective January 1, 1966. 
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4. 	Earningsexemption under old-age assistance 
Increases earnings exemption under old-age assistance program (and 

aged in combined program) so that a State may, at its option, exempt 
the first $20 (now $10) and one-half of the next $60 (now $40) of a 
recipient's monthly earnings. Effective January 1, 1966. Cost: 
About $1 million first year. 
5. 	De~finition of medical assistancefor aged 

Modifies definition of medical assistance for the aged so as to allow 
Federal sharing as to old-age assistance recipients for the month they 
are admitted to or discharged from a medical institution. Effective 
July 1, 1965. Cost: About $2 million. 
6. Retroactive bene~fit increase 

The bill adds provision which would allow the States to disregard 
so much of the OASDI benefit increase as is attributable to its retro
active effective date. 
7. Economic Opportunity Act earningsexemption 

The bill also provides a grace period for action by States that have 
not had regular legislative sessions, whose public assistance statutes 
now prevent them from disregarding earnings of recipients received 
under the Economic Opportunity Act. 
8. Judicialreview of State denials 

The bill provides for judicial review of the denial of approval by 
the Secretary of Health Educa tion, and Welfare of State public assis
tance plans and of his action under such programs for noncompliance 
with State plans conditions in the Federal law. 

0 
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DO'MDIATE RELEASE March 23., 1965 

Office of the White House Press Secretary 

THE WH1TE HOUSE 

STATEMENT OF THE PRESIDENT 

The Medicsa. Care and Social Security Bill voted out today by the House 
Committee on Ways and Means is a tremendous step forward for all of our 
senior citizens. It incorporates all of the major provisions of the Administra
tion' s hospital insurance bill financed through social security which was intro
duced by Congressman Cecil King and Senator Clinton Anderson. 

The Committee's action is an historic one -- the first time that a House 
Committee has acted favorably on a medical insurance bill for all of our older 
citizens. It is an action which all Americans can and should welcome. 

Great credit goes to the hard-working members of the Ways and Means Com
mittee and especially to the distinguished Chair-man., Wilbur D. Mills., for 
the many weeks of work to make medical care protection for the older people 
of our nation a practical reality. Chairman Mills deserves special credit for 
his statesmanlike leadership in working out on a sound and practical basis a 
solution to one of the most important problems which has been pending before 
the Congress for nearly 15 years. 

It is my hope that many Republicans will join with the Democrats in voting

for this very fine bill. It is a bill which is financialiy sound and which will

benefit the entire nation.
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LETTER OF SUBMITTAL 

MARCH 13, 1965. 
Hon. WILBUR D. MILLS, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

DEAR MR. CHAIRMAN: Enclosed is the report of the Civil Service 
Commission and the Social Security Administration giving you the 
results of a study by these agencies of ways of filling gaps in retirement, 
survivors and disability protection of workers which arise because 
civilian employment for the Federal Government is not covered 
under social security. This report was requested by the Committee 
on Ways and Means in its report (H. Rept. 1799, 86th Cong.) on the 
Social Security Amendments of 1960 (H.R. 12580). The relevant 
part of the committee report follows: 

Employees of the Federal Government constitute one of the last major groups 
of workers who do not have coverage available to them under the old-age, Sur
vivors, and disability insurance system. Your committee is aware that in certain 
cases this creates inequitable treatment and gaps in protection. It is also aware, 
however, that extension of coverage to this group will involve substantial policy 
questions and commitments by both the workers and the employer-the Federal 
Government. Your committee, therefore, urges that the appropriate Federal 
agencies concerned accelerate their efforts in finding a workable and sound solution 
to this problem and report it to the Congress a~t the earliest opportunity. 

Various possible solutions to the problems your committee referred 
to in its report were analyzed with respect to their effect upon the 
overall benefit protection of persons with Federal employment-both 
long-term career civil servants and those who spend only a part of 
their working lifetimes in civil service work. Our analysis was 
concentrated on the six basic types of approaches which have been 
considered over the years for providing social security protection for 
Federal workers: 

(1) Extend social security coverage to Federal civilian employ
ment, and make no adjustments in the civil service retirement 
system. 

(2) Permit present and future Federal civilian employees to 
elect social security coverage on an individual voluntary basis 
while continuing to be covered under the present provisions of 
the civil service retirement system. (Similar to approach No. 1, 
except that employee participation would be voluntary.) 

(3) Extend social security coverage to Federal civilian employ
ment, with adjustments in the benefit level and contribution rates 
of the civil service retirement system which would take into 
account the contributions and benefits of social security. 

(4) Extend social security coverage to Federal civilian employ
ment, with adjustments in the civil service retirement system 
(as under approach No. 3), but permit present employees to elect 

In 



IV LETTER OF SUBMITTAL 

to come under the new combined coverage or to continue under 
the present provisions of the civil service retirement system and 
not come under social security. Employees hired In the future 
would be compulsorily covered under social security and would 
be subject to the adjusted civil service retirement system pro
visions. 

(5) Provide social security protect~ion by means of transfers of 
credits from the civil service retirement system to social security 
in all cases where workers with Federal employment are not 
eligible for protection under the civil service retirement system 
upon their reaching retirement age, severe long-term disablement, 
or death. 

(6) Provide social security protection by means of transfers of 
credits (as under approach No. 5) but only in the case of workers 
who separate, die, or become disabled with less than 5 years of 
Federal employment. 

On the basis of our exploration of the advantages and disadvantages 
of these six approaches, a transfer-of-credit plan which follows ap
proach No. 5 appears to offer "a workable and sound solution" to the 
problem of filling gaps in the protection of workers who have Federal 
employment, it does not, on the other hand, have certain advantages 
that some coverage-coordination plans have. This approach would 
require no changes in the provisions of the civil service retirement 
system, other than provisions for financing the plan, and would avoid 
difficulties which so far have prevented legislative action in this area. 
Thus, by providing benefit protection under social security in all 
situations where. uinder nregent law. no benefits would be payable 
uinder the civil service retirement system, the plan would close major 
gaps in the protection of workers who have Federal employment and 
would, moreover, be a relatively inexpensive approach. 

Under this transfer-of-credit plan, credit for the Federal employment 
of workers who die, become disabled, or leave work covered under the 
civil service retirement system with less than 5 years of work under 
that system would be transferred to social security. (In this type of 
situation, the separated employees have no disability or survivorship 
protection under the civil service system.) Also, the credits of 
workers who leave Federal employment with more than 5 years of 
work covered under the civil service retirement system, and who lose 
their benefit protection under that system, would be transferred to 
social security. Appropriate financial adjustments between the two 
systems would be made to take account of the transfers of credit. 

The Advisory Council on Social Security recently completed its 
study of the social security program and reported its findings and 
recommendations. In respect to social security protection for Federal 
employees, the Council recommended a transfer-of-credit plan that 
is similar to the one described above. 

approach No. 5 'would provide social security survivor and disability 
protection for workers with less than 5 years of Federal service which 
would be better than the survivor and disability protection afforded 
many of the workers with more than 5 years of service under the civil 
service retirement system. To correct this situation would require 
changes in the survivor and disability protection now provided by the 
civil service retirement system, perhaps by adding to a transfer-of
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credit plan a provision guaranteeing benefit amounts that would be 
no less than those that would be paid under social security. Also, a 
transfer-of-credit plan would have no effect in situations where workers 
qualify for benefits under both social security and the civil service 
retirement system in total amounts which may be considered high in 
relation to the worker's lifetime earnings and contributions. 

The administration is at present making a comprehensive study of 
retirement provisions for Federal personnel. This study will include 
further consideration of the role of social security in the protection 
afforded Federal personnel through social security and the civil service 
and other staff retirement programs. The Cabinet committee estab
lished to make this study has been asked to report to the President by 
December 1, 1965. 

Sincerely, 
JOHN W. MACY, Jr., 

Chairman, U.S. Civil Service Comm'ission. 
ROBERT M. BALL, 

Commissionerof Social Security. 



SOCIAL SECURITY AND FEDERAL EMPLOYMENT 

We have in the United States adopted the broad public policy that, 
as far as possible, all who work should be assured that family income 
will continue when the worker's earnings are cut off by retirement, 
severe long-term disablement, or death. Through our social security 
system, which covers 9 out of 10 jobs, basic protection against these 
major threats to continuance of family income follows the wvorker who 
moves from one job to another and from one industry to another. 
But there is still one major sector of the economy-civilian employ
ment for the Federal Government-where worker mobility is penalized 
by loss or impairment of this basic protection. 

GAPS IN PROTECTION RESULTING FROM FEDERAL EMPLOYMENT 

Because most Federal civilian employment is not covered under 
social security and because the civil service retirement system. is 
designed with main emphasis on benefit-protection for long-service 
Federal employees,' there are substantial gaps in the retirement, 
survivor, and disability protection of people whose work lifetimes are 
divided between Federal service and other work. Many of those 
coming into Federal employment lose social security rights they earned 
in previous work. Of those who leave, only a small fraction retain 
any protection under the civil service retirement system, and relatively 
few get any protection under social security as a result of their Federal 
employment. 

There is considerable worker mobility between Federal employment 
and other work. Over the last decade, the average number of persons 
entering Federal employment has been in excess of 400,000 a year, and 
the average number of persons leaving 2 (including some 50,000 retire
ments and deaths a year) has been roughly the same. Since most of 
this turnover involves shifts between coverage under social security 
and the civil service retirement system, millions of workers and their 
families have had a loss or impairment of protection. 

The 2.3 million Federal civilian employees who are under Federal 
staff-retirement systems are the only large group of workers who do 
not have social security protection. Social security coverage is pro
vided for almost all other employees, whether in Government or 
private industry, and many are covered by staff-retirement systems 

I The Federal civil service retirement system provides retirement annuities for Federal employees who 
have completed at leaat 5 years of service and meet other conditions. It provides disability and survivors 
protection for those employees who have at least 5 years of service and who are still in the employ of the 
Federal Government at the time of their disability or death. (App. A contains a summary of provisions 
of the civil service retirement system.) There are also several small Federal staff-retiremnent systems
(such as the Foreign Service retiresnent system) which, however, have less in-and-out movement of workers 
and hence the problems of gaps in protection are less serious. Whatever approach miglit be used to fill 
gaps In the protection of workers in employment under the civil service retirement system could be 
adapted to most of the small systems as well. 

2App. B, table 1. 
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as well. In private industry some 35,000 pension plans are built on 
social security. The retirement system for railroad workers is coordi
nated with social security. Over 4 million of the 6/` million employees 
of State and local governments are now covered under social security, 
and about three-fourths of those under social security are also covered 
by public staff-retirement systems. Social security coverage has also 
been extended to the 2.7 million members of the Federal uniformed 
services, who are also covered under staff-retirement plans, to about 
200,000 Federal civilian employees (mainly temporary employees) not 
under a Federal staff-retirement system, and to 18,000 employees of 
the Tennessee Valley Authority, of whom about 11,000 are under a 
staff-retirement system. 

Almost all of the 2.3 million Federal civilian employees who are 
excluded from social security are subject to the civil service retirement 
system,3 the principal staff-retirement system for civilian employees 
of the Federal Government. In accord with its purpose of encourag
ing q~ualified employees to make a career in Federal service, the system
provides excellent protection for employees who have completed long 
periods of service. With significant exceptions in the area of dis
ability benefits (and, to a lesser extent, survivor benefits) benefits 
under the civil service retirement system are closely related to both 
the employee's length of service and the amount of his pay. 4 The 
system is currently financed by employee contributions of 6%2percent 
of pay and by a matching contribution from the Government. Over 
the long run, however, the level cost of the system on a "normal cost 
plus interest" basis is estimated to be 22.33 percent of payroll (of 
which 6i%percent is contributed by employees and the remaining. 
15.83 percent is the cost to the Government). The normal cost 
(13.49 percent of payroll) is defined as the averge percentage of the 
salaries of new employees that is required to be paid into the civil 
service retirement and disability fund from the time they enter service 
until they leave service in order to accumulate sufficient amounts to 
pay their benefits. When the fund was originally established, em
ployees were given credit for their prior service during which "normal 
cost" had not been paid, thus creating a "deficiency" liability, which 
has grown through the years for various reasons, such as liberalization 
of benefits, including benefits based on prior service. Annual interest 
on the deficiency (at 3% percent) amounts to 8.84 percent of payroll, 
so that the two items (normal cost and interest) add to 22.33 percent 
of payroll required for level financing of the system. 
Survivors and d'isability protection 

During the first 5 years of Federal employment, workers and their 
families have no survivors or disability protection under the civil 
service retirement system and any social security protection based 

3As indicated in footnote, 1. a relatively small number of Federal emolovees are covered under one of 
several other staff retirement systems, such as the Foreign Service retirement system.

4 To illustrate, the retirement benefit of a worker with 5 years of service is 7M percent of pay (averaged 
over the 5 years) while that of a worker with 30 years of service is about 56 percent of average pay (based on 

the5 years of highest earnings). Benefits to workers who become totally disabled after at least 5 years of 
service and who entered Federal service prior to age 38 are not less than 40 percent of average pay during
the highest5vyears. The widow ofan employee who dies after 5years of service gets about 4percent ofbhis 
average pay (based on his 5 years of highest earnings); the widow of a 10-year employee, about 9 percent;
and the widow ofa 30-year employee, about 31percent. How~ever, fiat amounts are provided for surviving
children-generally $50 a month, but less if there are more than 3 children and more if no widow or 
widower survives. 
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on previous work is likely to be lost or imnpaired.5 Survivors of an 
employee who dies before completing 5 years of service get a refund 
of the worker's contributions to the civil service retirement system.6 

In some instances-those in which the deceased worker is still insured 
for social security survivor protection on the basis of having worked 
under social security before he entered Federal service-the survivors 
can get social security benefits; but the social security benefit amounts 
will not reflect his recent earnings and may be quite low because of 
the period of time that the worker spent in noncovered employment. 
Similarly, the worker who becomes totally disabled during his first 
5 years of Federal service has no protection under the civil service 
retirement system. Federal civilian workers who become disabled 
during this period, and their families, are even less likely than in the 
death cases to qualify for social security disability protection be
cause to be insured for this protection the disabled worker must have 
had recent, as well as substantial, work covered by social security.' 
At a given time, about 14 percent of employees under the civil service 
ret~irement system have less than 5 years of service.8 

Even though they have worked 5 or mnore years in Federal employ
ment covered by the civil service retirement system, all workers who 
leave, that employment before retirement cease to have survivor and 
disability protection based on their years of Federal service. A very 
high proportion of these workers-and there are many thousands each 
year-not only lose their survivor and disability protection under 
the civil service retirement system but also are without social security 
protection (either because they never worked under social security 
or because they have not worked under social security for some time) 
and will continue to be without such protection for some time to 

9come.

Retirement protection 
Of those workers who leave Federal service before retirement, onl-y 

a small minority will receive a retirement benefit based on their 
Federal service. 

A 1961 study of people who left work covered by the civil service 
retirement system (other than persons who retired or died) showed that 
less than 8 percent gained and retained any protection under the civil 
service retirement system as a result of their Federal service. About 

5To be eligible for disability protection uinder social security a worker usust lbe in covered empsloyment
for at least 5 years in the 10-year period before hiebecomes totally disabled, and nu~st also be fully insured-
that is, lie must have been in covered work for a period equal to about one-fourth of the time after 1950 (or 
age 21, if later) and HI) to the tine lie becoines totally disabled. The nminimum requirement-for fully in
sured status is about 1½,-yearsof covered wvork; the eventual minimum will be 10 years of coverage. To lie 
eligible for survivors' protection, at worker must be either fully or "currently" insured. Hte becomes cur
rently insured by working in covered work for approximately 1½i-years out of the 3-year period inuiediately
preceding his death. If the worker is currently,' but not fully, insured, child's beisefits, mother's benefits, 
an(I a lunmp-suni death payment can be paid. Benefit anhounts are based on average earnings credited 
under social security. The years at worker spends in Federal service not covered by social security tend 
to diminish Isis average earnings for timepurpioses of the social security benefit comsputation, and therefore 
the beisefit anmount to which lie or his faimily usay beconse entitled. 

aupon separation, including separation beccause of death, from work covered by the civil service retire
useot system after less thsan 5 years of service, the employee's contributions t~othe system (6½j-percentof 
pay) are refunded with intercst. Almost all employees also are covered under Federal emsployees' group
life insurance, to which they contrilsute about two-thirds oft percenit opay. This plan pays approxiiiately
1 year 's salary to survivors, with (louble indemnsity in case of accidental death, and includes beniefits for 
accidental disisembermeist. This protection steps wlsen an employee leaves Federal service (except upon 
career or disability retirement or while receiving compensation for service-connected disability, wvhen life 
insurance continues free), subject to a 31-day extensien of life insurance during which he nsay convert so 
an individual life insurance policy at standard rates w1ithout a medical examination. Service-connectcd 
disability or death is compensable under the Federal Enmployees' Comspensation Act. 

7 See footnote 5. 
8See app. TI, table 2. 

9 See footnote 5. 

46-877--65---2 
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two-thirds of those who left did so before they had worked 5 years and 
thus did not meet the ininiimum requirement~s for protection under 
civil service retirement. Of those employees who separated from 
Federal employment after 5 years or more of Federal work, but before 
retirement, 77 percent withdrew their contributions within 6 months 
after they separated 50 and thereby lost all rights to benefits under 
civil service retirement. (See table 3 in app. B.) These rights may 
be regained only if the worker is reemployed in work covered by the 
system. 

According to the 1961 study, almost 60 percent of the people who 
separated from Federal service and withdrew their contributions to 
the civil service retirement system were men. While the men who 
end up getting no retirement benefits under the civil service retirement 
system on the basis of their Federal service may qualify for social 
security benefits, these benefits will usually be lower because they
will not reflect their years of Federal service. The same is, of course, 
true of the social security benefits that women earn in their own right. 
Married women are in a somewhat different position than single 
women, since a married woman who withdraws her contributions 
will have some retirement protection through the social security 
wife's benefit based on her husband's work." 

As can be seen from the above analysis, whether the benefit pro
tection obtained by the millions of employees whose work lifetimes are 
divided between jobs under social security and work covered by the 
civil service retirement system is adequate iay turn on the element of 
chance. In many cases, the worker does not become eligible for 
benefits under one of the systems, and therefore the years of service 
and the earnings he had under that system do not count in figuring 
the benefits he and his survivors will get. Some workers may end up 
without eligibility for benefits under either system; for example, 
workers may surrender their protection under thie civil service retire
ment system by withdrawing their contributions and not work long 
enough in other employment to qualify for social security benefits. 
Those who qualify for both social secuirity and cisyil service, retirement 

benefits 
On the other hand, some persons may qualify for benefits under 

both systems in a total amount which seems unreasonable in relation 
to their total earnings and contributions. 

Social security benefits, being based on social insurance principles, 
are heavily weighted to provide benefits to low-paid earners that are 
relativery high in relation to earnings and contributions. Under 
present law, the formula underlying the benefit tables provides 58.85 
percent of the first $110 of creditable monthly earnings and 21.4 

do Many people who do not initially withdraw their contributions may later decide to do so. Statistics 
ofthe U.S. Civil Service Commission indicate that in recent years an average of only 4,000 people per year 

come on the civil ses vice retirement rolls for defeiredannuities. The number of persons separating from 
Federal employment (most of whom were not under the Civil Service Retirement Act and had less than 5 
years of service) has bcen no lower than 340,000 in any year since the beginning of World War 1x, and in 
several years during the 1940's was well in excess of one million. 

'IThe social security wife's benefit equals one-half of her husband's benefit. A woman entitled both as 
a worker and a wife receives an amount equal to the larger of the two benefits. Social security coverage 
may be quite valuable to amarried woman. Her entitlement to benefits on her own account is not affected 
by vacious contingencies that apply to wife's or widows' benefits. For example, a woman who had earlier 
anticipatedhreeceiuving a wife's benefit may not be eligible because she has in the meantime become divorced 
or bcause hehuband has failed to qualify for social security benefits. Also, if the woman is older than 
her husband, her own work may provide her with social security benefits prior to the time her husband 
qualified for benefits. Another consideration is that a woman may net receive a wife's benefit when she 
reaches retirement age (but would be eligible to receive her own benefit as a retired worker) if her husband 
continues to work after be reaches retirement age. Moreover, women may through their own work acquire
valuable disability and survivors protection which they cannot acquire on the basis of a husband's work. 
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percent of the next $290 of earnings. In addition, social security 
pays a minimum monthly benefit of $40 a month to an insured retired 
worker who comes on the rolls at or after age 65, and a minimum of 
$60 for such an insured worker with one dependent (a child, or a wife 
aged 65 or over), with corresponding minimum benefits for surviving 
dependents. As a result of this weighted benefit formula, persons who 
generally work in employment not covered by social security but have 
enough social security coverage to qualify get an advantage in the 
benefit-contributions relationship -that is intended for low-paid 
workers. For example, even highly paid Federal career employees 
with substantial civil service retirement benefits can, through regular 
or part-time employment, acquire the required 40 quarters of coverage 
under social security (fewer quarters are now required for older 
workers) and with very low creditable earnings (average monthly 
earnings under social security of $67 or less) can qualify for the 
minimum benefits. 

This problem is not unique to Federal employment, of course, but 
exists with respect to all noncovered employment. 

PREVIOUS EFFORTS TO FIND A SOLUTION AND THE EFFECT OF CHANGES 

IN THE CIVIL SERVICE RETIREMENT SYSTEM ON PRESENT CON

SIDERATION 

The problems arising because of the exclusion from social security of 
work covered by the civil service retirement system have long been 
recognized. The 1938 Advisory Council on Social Security recom
mended that studies be made of the problems involved in extending 
social security coverage to Government employees. The 1948 Ad
visory Council on Social Security recommended to the Senate Com
mittee on Finance that as a temporary measure the wage credits of 
Federal employees who die or leave Federal employment with less 
than 5 years' service should be transferred to social security, and that 
a permanent plan should be developed for covering Federal civilian 
employees under social security. The Committee on Retirement 
Policy for Federal Personnel (the Kaplan Committee) in 1954 recom
mended that civilian employees of the Federal Government be covered 
under social security, with appropriate adjustments to be made in the 
civil service retirement system."2 In 1956, the Eisenhower adminis
tration recommended that Congress enact proposed legislation based 
on the Kaplan Committee study. 

The Social Security Administration and the Civil Service Com
mission have also given much attention over the years to alternative 
plans for providing social security protection for Federal employees. 
The issues in developing a satisfactory proposal are somewhat dif
ferent now than they were at the time of the Kaplan Committee study 
because of the improvements that have been made in the civil service 
retirement system during the last decade. 

The more important changes that have been made in the provisions 
of the civil service retirement system (by legislation enacted in 1956 
and 1962) are: (a) increase in the basic annuity formula from 112 

percent of high-5-year average pay for each year of service to 1Y2 

percent for each of the first 5 years of service, 1Y4 percent for each of 
the next 5 years, and 2 percent for each year of service after the 10th; 
(b) provision of a guarantee (generally speaking) of 40 percent of 

12App. E describes this recommendation in some detail. 
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high-5-year average pay for employees under age 60 qualifying for 
disability annuities; (c) improvement of survivor annuities; (d)
provision for automatic cost-of-living increases for annuitants; and 
(e) increase in the employee contribution rate to 612 percent of pay, 
compared with 6 percent in 1954. In 1954, the cost of the civil service 
retirement system was estimated at 15.70 percent of payroll-11.15 
percent was the normal cost and 4.55 percent was a deficiency cost. 
At present, the cost estimate is 22.33 percent-13.49 percent normal 
cost and 8.84 percent deficiency cost (described on pp. 10-16). 

As one result of these changes, the retirement benefit amounts of 
career employees have been substantially improved. Thus, for a 
wvorker retiring after 35 years of service the retirement-benefit formula 
in effect in 1954 generally provided a benefit amounting to 5212 per
cent of his high-S-year average pay. The present formula provides 
66Y4 percent of high-5-year average pay for the retired worker with 35 
years of service. The provisions for automatic increases in benefit 
amounts to take account of cost-of-living increases also represent a 
significant improvement in the protection provided by the civil 
service retirement system. 

These changes have also increased the cost of the system to a point 
where the cost of further improvements in the le~vel of protection pro
vided long-term career employees raises questions as to what the public 
policy should be as to what proportion of the compensation of Federal 
employees is to be in the form of deferred compensation. There is 
also a question as to whether employees' contributions should be in
creased beyond the 612 percent of pay they now contribute to the civil 
service system, considering, among other things, that most employees 
also make payments under the Federal employees' health insurance 
program and the Federal employees' life insurance program. 

APPROACHES CONSIDERED IN THE PRESENT STUDY 

in carrying out the request of the Committee on Ways and Means, 
we explored various general approaches to the problem of gaps in the 
protection of people who have Federal employment, and a number of 
tentative plans based on these general approaches. This section of 
the report describes the general approaches considered, and the principal 
considerations underlying each. 

Approach No. 1.-Extend social security coverage to Federal em
ployment covered by the civil service retirement system without 
making any changes in the provisions of the retirement system. 
(This approach is sometimes referred to as the "fully additive" 
approach.) Employees would continue to pay contributions to the 
civil service retirement system at the present rate (6~percent of total 
pay) and would also pay social security employee contributions; 1 

13 Social security contribution rates for employees and employers provided under present law and under 
H.R. 1 (the proposed Hospital insurance, Social Security, and Public Assistance Amendments of 1965) are 

Years Employee-employer (each) 

Present law H.R. 1 

1966-67 ----------------------------------------------------------- 4125 4.25 
1968-70 ----------------------------------------------------------- 4.625 5. 0 
1971 andafter ------------------------------------------------------ 4.625 5.2 

Present law covers the first $4,500 of annual earnings; H.R. 1would cover the first $5,600. 
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there would be no reduction in the Government's cost in respect to the 
civil service retirement system, and the Government would, in addi
tion, pay social security employer contributions. Employees would 
receive all benefits payable under the present civil service retirement 
system as well as those payable under social security. (For illustra
tive monthly benefits payable under a fully additive plan, see app. C.) 

Considerations 
(a) This approach would go beyond filling gaps in the retirement, 

survivor, and disability protection of those who shift between Federal 
employment and other work and would provide benefit amounts 
which for many career employees would be very high when compared 
with prior earnings levels. Since Federal workers could get full 
benefits under both the civil service retirement system and the social 
security system, it would not be rare, under this approach, for Federal 
workers to retire with benefits that equal or exceed their salaries. 

Example A.-An individual works in Federal employment from 
age 25 to 65, with final salary of $500 a month. Under the 
fully additive approach, and assuming the social security benefit 
provisions of present law, a retired worker and his wife, after she 
reaches 65, would get total benefits of $557 14 a month in civil 
service and social security benefits, or more than 110 percent of 
salary; the single worker would get $508 a month. 

Example B.-After 5 years in a job in private industry an 
individual works in Federal employment for 5 years averaging 
$420 a month and then becomes totally disabled. He has a 
wife and one young child. Under the fully additive approach, 
the family would get monthly benefits of $442 a month or slightly 
more than his salary. 

(b) The fully additive approach would be the most costly for em
ployees and the Government. Under the social security contribution 
rates scheduled under present law, employees would soon be required 
to pay an additional 4.625 percent of the first $4,800"1 of their annual 
pay, and these contributions would have to be matched by the Govern
ment. Even assuming that neither the civil service retirement con
tribution rate nor the ultimate social security contribution rate in
creases in the future, employees would be paying in excess of 11 per
cent of pay up to $4,800 a year toward protection under civil service 
retirement and social security. For the Government, the additional 
cost of providing protection under the fully additive approach would 
amount to more than 3 percent of payroll, or about $500 million a year. 

(c) The fully additive approach has been used in extending social 
security coverage to some Government employees.' 6 Some State 
and local government retirement systems have added social security 
coverage without adjusting the provisions of the staff-retirement 
systems. In most such cases, however, the staff-retirement system 

14 Based on the assumption that the worker accepted a reduced CSR annuity in order to provide CSit 
survivor protection for his wife. If such provision were not made, the total benefits would ansount to $572 
a month for the worker and his wife. 

155.2 percent of the first $5,600 under HE.R 1. 
is When social security coverage was extended to the Federal unifornsed services (1956), various existing 

survivor provisions were adjusted to take the social security covcrage into account but no reduction was 
provided in tise retirement benefits under the existing staff-retirement systems. One consideration was 
that the formula for computing the retirement benefits-both the social security benefits and the staff-
retirement benefits-of members of the uniformed services is applicable to service base pay and thus does 
not reflect the valise of noncash items which represent a substantial part of the total pay of most servicemen. 
In most cases a serviceman's total pay, including allowances or the value of quarters and feed, exceeds his 
base pay by 30 percent or mere. 
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benefits payable were low, and when social security benefits were 
added the resulting total was generally well below the level which 
would be reached by adding social security benefits to those of the 
Federal civil service retirement system. 11 

(d) A consideration which would be applicable to any plan involv
ing compulsory social security coverage of Federal employees is that 
some eniployees, because of their personal situation, believe they 
would not receive enough additional financial advantage from the 
social security coverage of their Federal work to make it personally 
advantageous to pay the scheduled contribution rates. 

(i) In the case of some persons who expect to stay in Federal 
employment until they retire but who expect to qualify also for 
social security benefits on the basis of non-Federal work, the 
social security coverage of their Federal work may not be par
ticularly advantageous. Persons with Federal employment who 
qualify for social security benefits based on only a small part of 
their lifetime earnings have low average monthly earnings for 
social security purposes, and will gain the advantage of the 
weighted benefit formula which is intended to provide a relatively 
hig~h benefit return for people who actually have low average 
earnings over a lifetime. As a result of this and other social 
security provisions, the increases in social security benefits from 
the coverage of Federal work for people who will qualify for social 
security benefits based on non-Federal work would not be as 
large relative to the social security taxes they would pay on the 
basis of their earnings from Federal employment as in the case 
of the benefits which would be payable without Federal coverage; 
however, for most such employees the additional social security 
benefit amount would still represent a good buy for the employee. 

(ii) In many cases, women workers who expect to qualify for 
a wife's social security benefit (or widow's benefit, in the event 
their husband's death precedes theirs) believe social security 
coverage of their own work would not be of enough advantage 
to make it personall advantageous to pay the social securily 
contributions.'8; 

(iii) Some older employees who have had no previous social 
security coverage may expect that they will not be covered under 
social security long enough to become insured before they retire. 

Approach No. 2.-Provide social security coverage for Federal 
employees on the basis of individual choice, without any changes in 

17An exception is the New York State Employees' Retirement System. Employees covered by this 
System and by social security can qualify for benefits which represent a relatively high proportion of pay.
The State system oilers the employee a choice between an "age 55" plan, which is designed to give him 
"half-pay" retirement benelits (based on the average of his salary in his last 5 years of service) after 30 
years of service at minimum age 55, and an "age 60" plan, which is designed to give him "half-pay" retire
mentlbenefits after 35 years of service at minimum age 60. (The "half-pay" is made up oftwo elements-
a pension financed by the State, and an annuity financed partly by the State and in many cases wholly
by the State.) As comnpared to the "half-pay" benefits the State system is intended to produce, the Federal 
civil service retirensent system pa5ys retirement annuities of 56V4 percent of the high-S-year average salary
after 30 years of service, and 66~4 percent after 35 years of service. Social security coverage was extended 
to employees covered by the New York State Employees' Retirement System on Sept. 30, 1057, under a 
provision which permitted all current employees to choose whether to come under social security while 
continuing to he covered under the State system; employees hired after Sept. 30, 1957, are covered under 
social security (and the State syster) on a compulsory basis. 

0AAs noted earlier, a social security wife's benefit is equal to one-half of the husband's benefit, and, in 
general, a woman entitled to wife's benefits and benefits because of her own work gets an amount equal to 
the larger of the two. A widow at age 62 receives a benefit equal. to 821'Apercent of the benefit her husband 
would have received; a younger widow (with a child entitled to benefits in her care) get three--fourths of 
the husband's benefit. Sousiewoolen may feel that the increased amounts they would get because of cover
age of their own work would not be enough larger than a wife's or widow's benefits to warrant paying the 
social security contrihutions. However, protection based on their own work may be quite valuable for 
them. (See footnote 11.) 
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their protection under the civil service retirement system. This 
approach is the same as approach No. 1 except that employee partici
pation would be on an individual voluntary basis. Employees 
electing social security coverage would pay social security employee 
contributions (in addition to their contributions to the civil service 
retirement system); the Government, as employer, would pay social 
security employer contributions in respect to those employees who 
elected coverage."9 

Considerations 
(a) The considerations discussed under approach No. 1 relative to 

high benefits and costs are also applicable to this approach, except 
that total employer costs would not be as large as under approach 
No. 1 because not all employees would elect social security coverage. 
However, the high employer cost for some employees would be even 
less justifiable than under approach No. 1 because the additional 
expenditures by the Government as employer, under this approach, 
would go mostly toward raising the benefits (sometimes to the point 
of paying retirement benefits in excess of earnings) of the better paid 
career workers (who would be in a better position to assume the cost 
of social security employee contributions). If Government costs are 
to be increased it would not seem desirable to have the increased 
expenditures go to provide higher benefits for those who can afford, 
and take the initiative to elect, social security coverage. Moreover, 
because some employees would not elect coverage, the aim of filling 
gaps in protection for those who move in and out of Federal work 
would not be fully achieved. 

(b) Proposals to provide individual voluntary coverage under 
social security have been considered from time to time by the Com
mnittee on Ways and Means and the Committee on Finance and it was 
always concluded that social security coverage on an individual 
voluntary basis is undesirable. The same conclusion was reached by 
the 1965 Advisory Council on Social Security.20 In its report the 
Council states: "It is essential that the coverage of the program re
main on a compulsory basis. If coverage were voluntary, the program 
could not effectively carry out its purpose of providing basic protec
tion for all. The improvident would not be inclined to elect coverage. 
MIany workers who have great need for protection and limited oppor
tunity to acquire it through private means-low income workers, 
workers with large families and workers in poor health-would choose 
not to pay social security contributions because of pressing day-to

n9Under a somewhat similar plan which is favored by some Federal employees, social security coverage
would be made available to Federal employees on the basis of individual choice, in addition to their coverage
under the civil service retirement system, and those electing coverage would be covered under the social 
security provisions designed for the coverage of self-employed persons. (The social security contribution 
rate for self-employed persons is i~j times the employee rate, and equals three-fourths the combined 
employee-employer contribution rate.) Apart from the objections to providing social security coverage on 
a continuing individual voluntary basis, this plan would have other objectionable features. Such a plan
would (a) except the Government, as employer, from its obligation, imposed by law on other employers, 
to bear part of the cost of social insurance for its employees, (b) impose on the employees a higher cost bur
den than that borne by other employees, and (c) result in an unwarranted and unsound reduction in the 
contribution rate received by the social security system for Federal employees below tlse rate applying to 
wage or salary employment generally.

20The Advisory Council on Social Security, composed of distinguished representatives of business, labor, 
self-employed people, and the general public, made a comprehensive review of the social security program
and on Jan. 1,1955, issued its report, "The Status of the Social Security Program and Recommendations for 
Its Improvement." As required by law, the Advisory Council was appointed by the Secretary of Health. 
Education, and Welfare in 1913 to study all aspects of the social security program, including the financing
of the program, extensions of coverage, and the adequacy of benefits, and to make a report of its findings and 
recommendations. ThieCouncil's statement concerning individual volunitary coverage appears on pp).74-75
of its report. 
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day needs. Moreover, permitting individual voluntary coverage 
would increase program costs and give those allowed such coverage 
an unfair advantage over workers who are covered on a compulsory 
basis." 

(c) Employees and groups of employees other than civilian em
ployees of the Federal Government have expressed interest in being 
permitted to choose on an individual basis whether or not to be 
covered under social security. If the Federal Government were to 
permit continuing individual voluntary coverage for its own em
ployees, other workers would have a strong case for requesting the 
same treatment. Thus, approach No. 2 could lead to indivi'dual 
voluntary coverage in additional employment areas, compounding 
the problemus which result from the voluntary coverage of Federal 
employees. 

'Agpoach No6. 3.-Extend social security coverage to Federal 
employment covered by the civil service retirement system, with 
some reduction in benefits and contributions under the civil service 
system to take account of the contributions and benefits of the general 
social security system (sometimes described as a "coverage-coordina
tion" approach ).21  To be acceptable, a plan which follows this 
approach would have to be designed so that the protection provided 
under the civil service retirement system, plus the protection provided 
under social security on the basis of covered work, would always be at 
least equal to and usually somewhat superior to that provided under 
the present civil service retirement system alone. 

Considerationts 
(a). This approach more than any other has the potential for 

assuring a reasonable relationship between benefits and lifetime 
contributions and service in the case of people who shift between 
Federal employment and other work. Since the benefit level of the 
civil service retirement system would be modified so that the level of 
benefits provided under it would be based on the assumption that 
social security benefits would also be payable, the combined benefits 
(and also the combined contributions) would be at a planned and 
systematic level. 

(b) A coverage-coordination plan,, with employees qualifying for 
independently computed benefits 22 under social security and civil 
service retirement based on the same period of Federal service, seems 
certain to require further increases in certain benefits, particularly 
retirement benefits for many long-term career employees, which have, 
already been considerably increased in recent yea~rs (discussed on 
pp. 5 and 6). Such increases would result because of the need to 
avoid deliberalizing present benefits for some employees. To illustrate 
one of the various problems in designing a plan of this kind, if an 
unmarried worker's civil service retirement annuity is reduced under 
a given formula so that the total of his reduced annuity and his social 

21This approach is the one that has been most conisonly used to provide protection under social security 
and a staff-retirement system in private industry, State and local government, and other areas of employ
ment-that is, the most common pattern is that the protection under the staff-retirement system is designed 
to be a supplement to the basic protection that the employees have under social security. It is the approach 
proposed by the Kaplan Committee in 1954. (Slee app. E.) 

22 An offset method of coordination, under which civil service retirement benefits would be reduced by 
a specified percentage of whatever social security benefits sre earned in Federal employment, would be 
somewhat more efficient than independently computed benefits from the standpoint of providing con
sistent treatment in all cases. However, it would seem to link the civil service retirement system very 
closely with social security-a point on which some Federal employee organizations have expressed the 
greatest concern. The use of the offset method in private industry is, in general, confined to systems to 
which the employee does not contribute. 
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security benefit is slightly in excess of the civil service retirement 
annuity provided under present law, the same formula will, in effect, 
g~ive a married worker with a somewhat similar record of earnings and 
service a substantial increase because of the social security wife's 
benefit that will be payable to his spouse. For example, under the 
coordination plan in appendix D, the same benefit-comlputation for
mula which would provide an increase of less than 5 percent in retire
ment benefits to a $6,000-a-year single worker with 32 years of Federal 
service would provide an increase of about 22 percent in the retirement 
benefits (including social security wife's benefits) of a $6,000-a-year 
married worker with 40 years of Federal service. 

Thus if the adjusted civil service retirement benefits are set high 
enough to assure that the total of the civil service and social securi-ty 
benefits will be at least as high as present civil service benefits in all 
instances, large increases, which seem difficult to Justify, would result 
in the combined benefits which would be payable in some cases. 
Though the increase in the cost would not be as latrge as under fully 
additive coverage, this approach, as a practical matter, would involve 
increasing costs beyond what is necessary to merely fill gaps in existing 
protection. For example, the total additional cost of the plan illus
trated in appendix D is estimated at 2.63 percent of civil service 
payroll and that plan may be very close to the lowest cost coverage 
plan that would not deliberalize present protection and would be 
reasonably simple and understandable. 

(c) This approach in particular has been strongly opposed by 
organizations of Federal employees, who apparently" feel that, once 
social security coverage is provided and benefits under the civil 
service retirement system are reduced, the role of the civil service 
retirement system in providing protection for Federal employees 
would become much less important. Presumably, they believe that 
it would be more difficult or even impossible to obtain7 congressional 
action to improve the special staff retirement features of the civil 
service retirement system for long-term career employees once Federal 
employees are provided with the protection of the generally applicable 
social security system, and that further improvements in their retire
ment, survivors, and disability protection would tend to be limited 
to those made in the social security system."3 

Also, aside from the possible long-range effect of the proposal upon 
civil service retirement system benefits in general, many present 
Federal employees with long service apparently believe that even 
initially the legislation modifying the civil service retirement system 
would be such that, looked at from a personal point of view, their 
overall protection would not be increased enough to make such 
coverage desirable for them. In addition to situations discussed 
earlier where social security coverage may not seem very advantageous 
to some individuals-for example, married women and Federal 
employees who have social security coverage through other work-
annuitants under the civil service retirement system can earn any 
amount in non-Federal work without such work affecting their 
annuities, whereas social security beneficiaries may have t~heir benefits, 
or part of them, withheld under a retirement test which applies to 

23However, In private industry and other areas of employment many good staff-retirement systems are 
maintained as supplements to social security coverage and staff-retirenient provisions have been improved 
to further benefit long-service employees. 

46-877-65---3 
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all earnings. 24 Therefore, long-term career Federal employees who 
expect to work in non-Federal employment after reaching the age at 
which they could receive their social security benefits (age 62Y for 
reduced benefits, age 65 for unreduced benefits) anticipate that they 
would lose by getting only the reduced benefit under the civil service 
retirement system, and no social security benefit, for a period of time-
after they leave Federal employment. 

Approach No. 4.-Extend social security~coverage to Federal 
employment, with modifications in the provisions of the civil service 
retirement system, but permit current employees to elect to come 
under the combined coverage or to continue under the present pro
visions of the civil service retirement system and not come under 
social security. Employees hired in the future would be compulsorily 
covered under social security, and would also be covered under the 
provisions of the civil service retirement system as modified to take into 
account social security protection. This approach is the same as 
approach No. 3 except for the option afforded current employees. 
One of the various ways in which this approach could be implemented 
is illustrated by the detailed plan in appendix D. 

Considerations 
(a) This approach is designed to meet objections, discussed earlier, 

of many present employees who do not want their Federal work 
covered under social security, such as workers already insured under 
social security whose benefits would not be greatly increased by addi
tional coverage, married women who expect to get social security 
wife's benefits, and workers near retirement age who might not be 
covered long enough to become insured, and others who do not see 
enough personal advantage in social security coverage to want to 
pay the contributions. 

(b) Provisions under which current employees are given a choice as 
to social security coverage and future employees are compulsorily 
covered have been applied quite successfully to employees of State 
and local governments in a number of States. Such provisions are 
not subject to the objections to permitting voluntary social security 
coverage on a continuing basis, since the adverse effects on the social 
security program would be temporary and therefore relatively minor. 

(c) This approach, just as in the case of approach No. 3, would 
require nonessential increases in certain benefits, particularly benefits 
for many long-service career employees, in order to avoid deli beralizing 
benefits for some employees. As in the case of approach No. 3, costs 
would be increased beyond what is necessary to fill gaps in protection. 

(d) This approach, as in the case of approach No. 3, has been 
opposed by organizations of Federal employees, since there would be a 
reduction in benefits provided by the civil service retirement system. 
(These objections are discussed on p. 15.) In addition, under 
approach No. 4 there would be a group of employees who would not 
elect social security coverage,' but would continue under the present 
provisions of the civil service retirement system. Since the number 
of workers so covered would gradually decline with the passage of 
time, there may be even more concern than in the case of approach 

U24Under the social security retirement testold-ajge and survivors insurance benefits are paid to people
under age 72 only if they are substantiallynrtrd rmwork. Generally speaking, abeneficiary whoearna 

less than $1,200 in a year receives all his social security benefits; a beneficiary who earns snore than $1,200
in a year has $1 in benefits withheld for each $2 in earnings between $1,200 and $1,700, and for each $1 for 
earnings above $1,700. 
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No. 3 that it would be difficult to obtain further improvements in the 
civil service retirement system. 

Approach No. 5.-Provide for transfers of credit for Federal 
employment to social security under a plan which would be broad 
enought to provide social security protection for all workers with 
Federal employment who are not eligible for protection under the 
civil service retirement system when they reach retirement age, 
become disabled, or die. This is the approach which was recom
mended by the 1965 Advisory Council on Social Security. (See 
app. G.) A transfer-of-credit arrangement is included as part of 
the present railroad retirement-social security coordination."2 
Considerations 

(a) This approach would fill major gaps in the present survivor, 
disability, and retirement protection of those who spend part of 
their work lifetimes in Federal employment but do not continue to 
have protection under the civil service retirement system after they
leave Federal employment. All such persons who are not protected 
under the civil service retirement system upon death, disablement, 
or retirement would have social security protection based on their 
Federal work (as well as other work) .26 

(b) This approach would be much less expensive than approaches 
involving extension of coverage to Federal employment. The addi
tional cost of a minimum-type "coverage-coordination" plan under 
approaches No. 3 and No. 4 (app. D) is estimated to be 2.63 percent 
of civil service payroll, and the fully additive approaches identified 
as approaches No. 1 and No. 2 would be even more expensive. The 
additional cost of a transfer-of-credit proposal consistent with ap
proach No. 5, however, is estimated to be only about 1 percent of 
civil service payroll. This is true because the transfer-of-credit plan 
does not increase benefits of long-term career employees who stay 
in the Federal service. However, even those employees would have 
had valuable survivor and disability protection under social security 
during their early years of service. 

(c) This approach would avoid the relatively high combined bene
fits which would result in some situations from coverage-coordination 
plans and more frequently from plans which would provide social 
security coverage without any adjustments in civil service retirement 
benefits. 

(d) A transfer-of-credit plan would require no modification of tile 
provisions of the civil service retirement system, other than to make 
provision for financing,thieplan. Thus, a transfer-of-credit plan would 
not affect the benefits of long-term career employees who stay in the 
Federal service, and could not reasonably be opposed as interfering 

25 The railroad retirement-social security coordination provides for the transfer of credits from the rail
road program to social security upon the death, disabiensent, or retirement of a worker with less than 
10 years of railrosd work. In survivors cases in which the worker had 10 or more years of railroad emnisoy
ment, records are combined: If the worker had a current connection with the railroad industry at the 
timne of his death, or at the time he becomes entitled to a retirement annusity, social security credits are 
transferred to the railroad retirement program, end payment is suade by that prograns; if there is no current 
connection with the railroad industry, railroad credits are transferred to socisl security, and payment is 
made by that program. The survivor provisions of the railroad retirement program are modeled after 
and sre almost identical with the survivor bensefi t provisions of social security, a fact which usakes it reasona
ble to transfer credits in either direction. An across-the-board minimum henefit guarantee based on the 
social sec'urity benefit formula applies to all beneficiaries under the raiiroad program. Also, railroad 
benefits are, in effect, reinsured under social security by provisions in the Railroad Retirement Act which 
provide for cost adjustments between the two programs which place the social security trumst funds in tise 
position they would have been imsif railroad employment had been covered under social security since 1937. 

2" App. F illustrates the imsproved protection resulting from a transfer-of-credit plan that follows this 
approach. 
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with the future development of provisions designed to improve the 
protection afforded such employees. 

(e) Since this approach would not ordinarily have any effect upon 
the benefit status, under either program, of Federal employees who 
qualify for benefits under the civil service retirement system, it would 
not assure that a rational benefit related to the worker's lifetime 
record would be paid in all instances. This approach would, in fact, 
provide survivor protection (and in many cases, disability protection) 
for workers who have not completed 5 years of Federal employment
that would be better titan the survivor protection the workers would 
have at the point that they complete 5 years, and for some time 
thereafter."7 

Approach No. 6.-Provide for transfers of credit for Federal employ
ment to social security, but only for employees who separate, die, or 
become disabled in Federal service with~ less than 5 years of work 
under the civil service retirement system. 
Considerations 

(a) This approach would fall short of the objective of filling the 
major gaps in the protection of those who move between Federal 
employment and other work. The major gaps in protection include 
gaps in retirement, survivors, and disability protection of the large 
numbers of workers who leave Federal employment after 5 or more 
years of service. Under this approach, none of these employees would 
carry social security protection with them when they leave Federal 
employment for other jobs. 

(b) Because this approach would not deal with the problem of 
employees who are separated after 5 or more years of Federal service, 
it would involve somewhat less additional cost than approach No. 5. 

(c) This approach would be even less effective than approach No. 5 
in assuring payment of rational benefits related to a worker's lifetime 
earnings record in all instances. It would, moreover, give rise to an 
anomaly not involved in approach No. 5, in that the Federal em-l 
ployees who would not have social security protection up)on separation
wouild be those with the lar-est gap-ns in their social- security coverag-e. 

SUMMARY AND CONCLUSION 

In summary, it appears to us that the principal advantages and 
disadvantages of the various approaches are as follows: C 

Approach No. 1 (employees covered under social security and the 
civil service retirement system, with no oadjustment in the provisions 
of that system). Avoiding adjustment in the civil service retirement 
system provisions would be in accord with the views of employee 

orgniztios bt te aditonal cost of this approach would be very 
hig fo an Government. This approach would goeploee te 
beynd f fllng gaps in protection and would result inheobjctie 
lare icreseinthebeefits of many career employees; in some 

i27To illustrattc,in thecase of ayoung worker wlo works forl1year under social security and 4years uiider 
cvil service retirement, averaging $100 a month, and then dies, the widow and 1 child would receive social 

security survivor benefits of $191 a month under the transfer-of-credit plan. If, however, the worker dies 1 
year ilater, when he completes 5 years of Federal employment, the widow and child wvould receive $71 
a month from the civil service retirement system and would not he eligible for social security benefits. 
Under the railroad retiremeont-social security coordination (see footnote 25) this type of inequity is avoided 
through aprovision guaranteeing a minimum benefit based on the social security benefit formula. To 
correct this situation would require chanczes in the civil service retirement system. (The operation of thme
railroad retirement-social security miniumum provision if it were applied to the civil service retirenment

system is discussed in app. II.).
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instances, retirement benefit amounts would exceed the employee's 
pay. 

Approach No. 2 (same as approach No. 1 except that present and 
future employees could individually elect whether to come under social 
security). This approach has been favored by some employee organ
izations. The additional cost for the Government would not be quite 
as high as under approach No. i since some employees would not elect 
social security coverage. However, the additional Government cost 
would go toward providing high benefits for those employees who 
elected coverage--mainly the better paid employees who could 
readily afford to pay the social security employee contributions. 
Individual voluntary coverage under social security has always been 
considered undesirable because it involves adverse selection, which 
increases social security costs at the expense of those covered on a 
compulsory basis, and because some of those who have greatest need 
for social security protection would not elect coverage. Because some 
employees would not elect coverage, the objective of filling gaps in 
protection would not be fully achieved. 

Approach No. 3 (employees covered under social security and the 
civil service retirement system, with adjustments in the retirement-
system provisions to take account of social security coverage). A 
plan carrying out this approach would fill the gaps in protection and 
could be designed to accomplish this objective at substantially less 
cost than approaches No. 1 and No. 2. This approach more than 
others has the potential to assure that the combined benefits (and the 
combined contributions) of people who shift between work covered 
by social security and the civil service retirement system would be at 
a planned and systematic level. This approach would, however, 
require some increase in cost beyond that necessary to fil1 the gaps in 
protection. Past proposals which involved adjustments of pro
visions of the civil service retirement system to take account of social 
security coverage have been strongly opposed by organizations of 
Federal employees.

Approach No. 4~(same as approach No. 3 except that present em
ployees could elect to come under the new combined coverage or to 
continue under present provisions of the civil service retirement 
system and not come under social security). The considerations ap
plicable to approach No. 3 are also generally applicable to this ap
proach. The option provided under approach No. 4 would meet 
objections of some present employees based on individual circum
stances, but this approach has also been strongly opposed by organiza
tions of Federal employees because of the changes which would be 
made in the provisions of the civil service retirement system for the 
long run. 

Approach No. 5 ( a transfer-of-credit plan broad enough to provide 
social security protection for workers with Federal employment who do 
not qualify for protection under the civil service retirement system). 
A transfer-of-credit approach would not be as effective as coverage-
coordination plans in assuring a planned and systematic level of 
contributions and benefits for workers who shift between Federal 
employment and other work. However, approach No. 5 would 
achieve the objective of filling major gaps in the protection of workers 
with Federal employment without involving costs, such as would be 
involved in the coverage plans, for providing nonessential benefit 
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increases. Since this approach would not change the provisions of the 
civil service retirement system relative to career employees who stay 
in the Federal service, it would avoid objections which have been 
raised by employee organizations against plans which would make such 
changes. 

Ap~proach No. 6 (transfer of credits to social security in cases where 
employees die, become disabled, or separate before completing 5 years 
of Federal service). This approach would leave major gaps in protec
tion unifiled, and would be even less effective than approach No. 5 
in assuring a planned and systematic level of contributions and 
benefits for workers who shift between Federal employment and other 
work. It would, however, involve less additional cost than other 
approaches. 
Conclu~sion~ 

We have concluded that the transfer-of-credit approach, such as 
described under approach No. 5, is a workable and sound way of 
providing social security protection for Federal employees who do 
not qualify for benefits under the civil service retirement system. 
The transfer-of-credit plan which would follow approach No. 5 is 
described in appendix F. The plan would alleviate very serious 
problems which arise where no protection has been provided under 
the civil service retirement system. We believe that any arrangement 
that would fail to provide social security protection in the situations 
covered by this plan would fall short of being responsive in the 
minimum acceptable degree to the need of the workers for protection, 
and to the concern expressed by the Committee on Ways and Means 
when it requested the agencies to develop a way of dealing with the 
problem faced by persons with Federal employment. However, even 
this approach would not fill the gaps in survivorship and disability 
benefits for workers with 5 to 20 years of service or solve the problem 
involving workers who qualify for benefits under both social security 
tand the civil service retirement system in total amounts which may 
be considered high in relation to the worker's lifetime earnings and 
contributions. 
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APPENDIX A 

PRINCIPAL PROVISIONS OF THE CIVIL SERVICE RETIREMENT ACT 

A. TYPES OF BENEFITS 

1. Age and service retirement benefit: 
(a) Compulsory at or after age 70 with 15 years' service-full annuity 

terminating at death; 
(b) Voluntary:

(i) At age 62 with 5 years' service-full annuity terminating at death; 
(ii) At age 60 with 30 years' service-full annuity terminating at 

death; 
(iii) At age 55 with 30 years' service-reduced annuity if under age 

60, terminating at death;
(c) Involuntary (not for cause), at any age with 25 years' service or at 

age 50 or over with 20 years' service-reduced annuity if under age 60, ter
minating at death. 

Cost-of-living increases first possible on the April 1 occurring 15 months or more 
after annuity begins. 

2. Disability retirement benefit: At any age with 5 years' service, with finding 
of disability by Civil Service Commission-full annuity (special minimum) termi
nating at death or with recovery or restoration of earning capacity before age 60. 

Cost-of-living increases first possible on the April 1 occurring 15 months or more 
after annuity beg-ins. 

3. Deferred retirement benefit: 5 or more years' service, refund not elected-
full annuity at age 62, terminating at death. 

Cost-of-living increases first possible on the April 1 occurring 15 months or more 
after annuity begins. 

4. Lump-sum withdrawal: (a) Less than 5 years' service-refund of accumu
lated contributions; (b) 5 years' service, not eligible for immediate annuity-
choice of refund or deferred retirement benefit. 

5. Lump-sum benefit (death before retirement): No specified period of service, 
no survivor with annuity rights-refund of accumulated contributions. 

6. Special lump-sum benefit (guaranteeing return of employee contributions): 
Payable if annuitant dies and no survivor has annuity rights or survivor annuities 
have terminated-refund of accumulated contributions less aUl annuity payments. 

17 
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7. Survivor child benefit (death before retirement):
(a) With surviving parent and 5 years' service--benefit (terminating at 

death, marriage, or attainment of age 18 unless disabled, but continuing to 
attainment of age 21 for full-time students in recognized educational in
stitutions) is the smallest of

(i) 40 percent of employee's "average salary," divided by number of 
children, 

(ii) $1,800 divided by number of children, 
(iii) $600. 

Coat-of-living increases do not apply to the maximum defined in (i).
Cost-of-living increases in maximums defined in (ii) and (ii) first possible on 
April 1, 1964, applying to computation of all future survivor child benefits 
at death of employee. After death of employee, further cost-of-living
increases first possible on the April 1 occurring 15 months or more after 
annuity begins.

(b) With no surviving parent and 5 years' service-benefit under same con
ditioins as in 7(a), except that benefit is the smnallest of: 

(i) 50 percent of employee's "average salary" divided by number of 
children,

(ii) $2,160 divided by number of children, 
(iii) $720.


Cost-of-living increases under same conditions as in 7(a).

8. Survivor child benefit (death after retirement):

(a) With surviving parent and 5 years' service-benefit (terminating at 
death, marriage, or attainment of age 18 unless disabled, but continuing to 
attainment of age 21 for full-time students in recognized educational institu
tions) is the smallest of

(i) 40 percent of employee's "average salary" divided by number of 
children, 

(ii) $1,800 divided by number of children, 
(iii) $600. 

Cost-of-living increases in maximum defined in (i) first possible on the 
April 1 occurring 15 months or more after parent's annuity begins. Cost-of
living increases in maximums defined in (ii) and (iii) first possible April 1,
1964, applying to computation of all future survivor child benefits at death 
of employee annuitant. After death of employee annuitant, further cost-
of-living increases, first possible on the April 1 occurring 15 months or more 
after child's annuity begins. 

(b) With no surviving parent and 5 years' service-benefit under same 
conditions as in 8(a), except that benlefit is the smallest of

(i) 50 percent of employee's "average salary" divided by number of 
children, 

(ii) $2,160 divided by number of children, 
(iii) $720.


Cost-of-living increases under same conditions as in 8(a).

9. Survivor spouse benefit (death before retirement), 5 years' service, payable 

to widow or disabled dependent widower-55 percent of regular service annuity,
terminating at death or remarriage of widow or widower, or the widower's be
coming capable of self-support.

Cost-of-living increases first possible on the April 1 occurring 15 months or 
more after annuity begins.

10. Elective survivor benefits (death after retirement):
(a) For married annuitant, payable to designated spouse-55 percent

of amount designated by employee, terminating at death or remarriage of 
spouse; 

(b) For unmarried annuitant (election not available for disability retire
ment), payable to designated person-55 percent of annuity, reduced for 
the election, terminating at death of beneficiary.

Cost-.bf-living increases first possible on the April 1 occurring 15 months or 
mnore after employee annuity begins. After death of employee annuitant, further 
increases first possible on the April 1 occurring 15 months or more after survivor 
annuity begins. 

B. COMPUTATION OF BENEFIT AMOUNTS 

1. "Average salary": Highest average annual basic salary during any 5 con
secutive years.

2. Total service: Number of years plus full months expressed as fraction of 
year. 
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3. Basic annuity: The sum of
(a) l}% percent of "average salary," or 1 percent of "average salary" plus

$25, whichever is greater, times first 5 years of service; 
(b) 1%/ percent Of "average salary," or 1 percent of "average salary" plus

$25, whichever is greater, times second 5 or less years of service;
(c) 2 percent of "'average salary," or 1 percent of "average salary" plus

$25, whichever is greater, times service in excess of 10 years.
4. Maximum annuity: 50 percent of "average salary" but see item (1) under 

"Financing." 
5. Minimum annuity (disability retircmncit only): The lesser of (a) 40 percent

of "average salary," or (b) basic annuity computed using total actual service plus
assumed additional service to age 60. 

6. Reduction for retirement under age 60: No reduction for disability retire
ment. Otherwise, total annuity reduced by one-twelfth of 1 percent for each full 
month that the retiring employee is under age 60, except that if under age 55,
reduction is 5 percent plus one-sixth of 1 percent for each full month that the 
employee is under age 55. 

7. Reduction for unpaid deposits: Retiring employee fails to make full deposit
due for noncontributory service; reduction in annuity (on an annual basis) is 
10 percent of unpaid amount. 

S. Optional reduction for survivor benefits: 
(a) Married annuitant elects reduction for benefit of 55 percent of desig

nated amount of annuity to wife or husband; reduction is 2% percent of the 
first $3,600 of designated amount plus 10 percent of designated amount in 
excess of $3,600. Election automatic (with dlesignation of full amount of 
annuity) unless employee specifies otherwise. 

(b) Unmarried annuitant elects reduction for benefit of 55 percent of 
reduced annuity to designated beneficiary; reduction is 10 percent of annuity
plus 5 percent for each full 5 years the designated beneficiary is younger
than the annuitant (total reduction not to exceed 40 percent). Option not 
available for those retiring for disability. 

C. FINANCING 

1. Employee contributions: 61/ percent of basic salary; after employee has 
served long enough to earn maximum annuity of 80 percent of "average salary"
(generally slightly less than 42 years), all future contributions, plus 3-percent
interest, are at retirement applied toward deposits due for refunded or non
contributory service or treated as voluntary contributions, available for purchase
of additional annuity or refund. 

2. Agency contributions: 6(VApercent of basic salary.
3. Congressional appropriation: Civil Service Commission submits annual 

estimates of additional appropriations required.
4. Retirement fund investments: Principally invested in specially authorized 

U.S. issues; interest on current investments at a rate equal to the current average
market yield on all outstanding U.S. marketable obligations not tflec or callable 
until after 4 years from such issuance. Current rate on new investments, 4~j 
percent; current overall earning rate about 3}% percent. 

APPENDIX B 

SELECTED DATA ON FEDERAL CIVILIAN EMPLOYMENT 

TABLE 1.-Mobility of 	Federal civilian employees as indicated by net accessions and 
separations, United States, 1955-64'1 

Fiscal year Net INet Fiscal year Net Net
accessions 2 separations 3 accessions I Separations 3 

1955------------------- 475, 000 419, 000 19600------------------ 451, 000 382, 000 
1956------------------- 437, 000 372,000 1961------------------- 436,000 326,0001957------------------- 458, 000 380, 000 1962------------------- s01,000 355,000
1938------------------- 404, 000 370. 000 1963------------------- 427,000 361,000
1959------------------- 397, 000 340, 000 1964------------------- 397, 000 343,000 

ISources: Annual Report of U.S. Civil Service Commission, Federal Employment Statistics Bulletin,
Graphic Presenstation of Federal Employmnent, U.S. Civil Service Cousmission, Washsington, D.C.

2Excludes transfers between agencies, and returns to duty from leave without pay and imilitary service.
Excludes transfers between agencies, separations to enter military service, extended leaves without pay,

and separations due to death, retirement, and disability. 
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TABLE 2.-Length of Federal -service of Federal employees under the civil servi ce 

retirement system, June 30, 1963 1 

Length of service 	 Number of Percent 
employees distribution 

Total ----------------------------------------------------------- 2,300, 000 100.0 

Under 5years ---------------------------------------------------------- 313, 040 13.6 
5 to 9 years ------------------------------------------------------------ 440,500 19.2 
l0 to 14 years----------------------------------------------------------- 435, 320 18.9 
l5to 19 years----------------------------------------------------------- 463,390 19.7 
20 to 24years----------------------------------------------------------- 457,1560 19.9 
25lto 29years----------------------------------------------------------- 12-2,840 5.3 
30 years and over-------------------------------------------------------- 77,310 3.4 

1Source: Federal Employment Statistics Bulletin. U.S. Civil Service Commission, November 1953. 
Employees have no protection under the civil service retirement system until they have completed 1 years
of service. 

TABLE 3.-IVithdrawal of contributionsto civil service retirementsystem by employees 
separatingfrom Federal employment after 5 or more years of service, by age 
and length of service 

Total 	 Completed years of service 2 

Attained age in 5 to 9 10 to 19 20 and over 
1960 Nurm- With- Per - _ _ _ _ ___ _ _ _ _ _ _ _ _ _ _ _ 

ber drawals cent 
Num- With- Per- Num- With- Per- Num- With- Per-

her drawals cent her drawals cent her 	 drawals cent 

Total-----1,402 1,075 77 1,016 822 81 361 244 68 25 9 36 

20to 29----------- 160 141 88 158 140 89 2 1 50 --- ------
30 to 39-----------1551 476 86 412 360 87 142 111 81l 1 1 100 
40to 49----------- 420 306 73 281 213 70 027 87 68 03 6 46 
50 to59 ---------- 233 136 18 143 99 69 80 31 44 10 2 20 
Over59----------- 33 16 48 22 10 45 10 6 60 1 0 0 

I Source: Characteristics of Persons Separating and Withdrawing Contributions From the Federal Civil 
Service Rtetirensent System. Analytical Note No. 6-61 prepared by Joseph Krislov, Social Security
Administration, Juno 1981. Employees who separate after 5 or moore years of service and withdraw their 
contrilmutions thereby forfeit rights to a deferred annuity at age 62. (Employees who separate after less 
than 5 years of service are eligible only for a refund of their contributions.) 

2 Individual's Federal civilian service, usnbroken by any refunds, for 1,182 persons, and individual's total 
Federal civilian service, inclkudingf years for which rebinds wera paid, for 220 Persons. Dstat include only
withdrawals of contributions taken within 1st 6 months followisig separation. 
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APPENDIX C 

ILLUSTRATIVE MONTHLY BENEFITS PAYAB3LE UNDER A FULLY ADDITIVE PLAN 

Retirement benefits to retired worker and wife 1 

A. Work his- B. Work his-
tory-40 years, tory-32 years
all in Federal Federal, 8 years 

service non-Federal 
Monthly pay 2 service 

Pres- Fully Pres- Fully 

C. Work his- D. Work his
tory-25 years tory-l5 years

Federal, 15 years Federal, 25 years 
non-Federal non-Federal 

service service 

Pres- Fully Pres- Fully 
ent addi- ent addi
law tive law tive 

$112 $152 $87 $87 

69 112 88 112 
35 56 44 06 

210 320 219 211 

221 221 128 128 

75 127 97 127 
38 64 49 64 

338 416 274 319 

369 369 213 213 

$333 ($4,000 per annum):
CSR --------------------------
OASDI: 

Worker----------------------
Wife------------------------

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

$100 ($6,000 per annumn):
CSO ---------------------------
OASDI: 

Wyorker----------------------
Wife------------------------

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

$833 ($10,000 per annum): 

ent addi- ent addi-
law tive law tive 

$210 $250 $198 $198 

0 112 0 112 
0 16 0 56 

230 418 198 366 

366 366 294 294 

0 127 0 127 
0 64 0 64 

366 157 294 481 

CSR---------------------------1594 194 474 474 
OASDI: 

worker--------------------- 0 127 0 127 71 127 97 127 
Wife------------------------ 0 6 0 64 38 04 49 64 

Total------------------ 16 781 474 661 482 160 319 404 

1Assumes employee and wife are both aged 65 when he retires, and that employee elects reduced CSR 
annuity to provide CSR surv~ivor protection forwvife. An employee who does sot elect this reduction would 
of course receive somewhat higher benefits than those indicated above for the retired worker, both under 
present law and under coordination. 

2Average pay during I highest earnings years In Federal service. Average earnings under OASDI are 
assumed to be these amounts or $400 per month ($4,800 per annuns) whichever is less. All employment oc
curs after effective date of plan. 

SuavIvoRs BENEFITS-FULLY ADDITIVE PLAN 

Illustrative monthly benefits payable to a widow with two minor children 
of a worker who dies while in Federal employment, after 10 years of Federal 
service. His "high-5-year average pay" is $6,000; his average annual earnings 
for OASDI purposes is $4,800. 

Present Fully
System paying benefits law additive 

plan 

Widow with 2 minor children I------------- CSR ----------------------- $141 $141 
OASDI----------------------- 0 264 

Total ---------------------------------- ------------------------------ 141 399 

I Child's benefits under OASDI tersninate when the child reaches agel18. Benefits tonawidow under age
62 terminate when there are no longer any children of the worker under age 18. Child's benefits under COB 
terminate generally at age 15, unless the child is a student, in which case benefits continue up to age 21. 
Widow's benefitsunder CSR are payahle regardless of the age of the widoweor whether or not there are still 
children of the worker under age 21. 
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Illustrative monthly benefits payable to a widow with no minor children of a 
worker who dies in Federal employment, after 25 years of Federal service. His 
'high-5-year average pay" is $6,000; his average annual earnings for OASDI 
purposes is $4,800. 

Present Fully
System paying benefits law additive 

plan 

Widow over age 62----------------------------- CSR------------------------ $127 $127 
OASDI----------------------- 0 105 

Total ---------------------------------- I------------------------------ 127 232 

APPENDIX D 

A PLAN FOR EXTENDING SOCIAL SECURITY COvERAGE To FEDERAL CIVILIAN 
EMPLOYEES WHo ARE COVERED ]BY THE CIVIL SERvICE RETIREMENT SYSTEM, 
AND ADJUSrING PROVISIONS OF THE RETIREMEINT SYSTEM To TAKE ACCOUNT 
OF SOCIAL SECURITY COVERAGE 

SUMMARY OF PROVISIONS OF COORDINATION PLAN 

Employees who are subject to civil service retirement contributions before 
January 1, 1966, would have an option to remain under civil service retirement 
only or to elect coverage under both CSR and OASDI. Employees who become 
subject to CSR contributions on or after January 1, 1966, would be covered under 
both OASDI and CSR. When both an OASDI benefit and a CSR annuity are 
*payable, the CSR annuity would be reduced under a formula which takes into 
account the employee's length of Federal service under the coordination plan; 
the reduction formula would not provide any reduction for the period during
which the employee was covered only by the CSR system, or for any OASDI 
covered employment for non-Federal service. 

Giving a choice of coverage to present employees is comparable to the so-called 
"divided retirement system" provision which has been used in extending coyverage 
to many State and local government employees who are members of retire ment 
systems. The requirement that all employees hired in the future must be coyered 
under OASDI limits adverse selection to current employees. Giving a choice to 
current employees seems justified when the choice is between one type of coverage 
or another, and not between coverage or no coverage. 

SPECIFIC PROVISIONS 
1. OASDI coverage 

(a) Employees subject to CSR contributions on December 31, 1965, would 
make a one-time irrevocable election to (1) stay under CSR only, or (2) come 
under the coordination plan with coverage under both CSR and OASDI. In 
general, present employees would make their elections on a specified election date 
prior to January 1, 1966; however, special provision would be made to afford 
newly hired employees a reasonable period of time to consider the plan before 
making an election. 

(b) Six quarters of retroactive OASDI coverage would be extended to all 
employees vwho cice~t to come under the plan and who have been continuously 
subject to CSR since June 30, 1964. Appropriate FICA tax payments for the 
retroactive coverage would be made by the employee and by the Government, 
accomplished through a transfer from the CSR fund. Less than six quarters of 
retroactive coverage would be extended to employees not in Federal service 
subject to CSR for the whole retroactive period. A currently insured OASDI 
status would exist from the effective date of the coordination plan for employees 
who elect to come under the plan and who receive the full six quarters of retro
active coverage. 

(c) New employees (those entering Federal service on or after January 1, 1966) 
would be covered under OASDI from the beginning date of their employment. 
Persons employed prior to December 31, 1965, who reenter Federal employment 
after a break in service that includes that date would be covered under OASDI 
from the beginning date of their reemployment after December 31 1965. 

(d) The coordination plan would not propose extension of Oi(SDI coverage 
to Members of Congress and congressional employees. 

(e) Categories of Federal civilian employees now excluded from CSR coverage 
-id covered only under OASDI would continue to be covered only under OASDI. 
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2. CSR coverage 
(a) Present coverage provisions as they apply to new employees would be 

retained. Temporary and intermittent employees would continue to be excluded. 
(b) Employees subject to CSR contributions on December 31, 1965, could, as 

indicated in item 1(a), elect to remain under the present provisions of the CSR 
system, or to be covered under both CSR and OA SDI. 

3. Contributions 
(a) OASDI.-Social security (FICA) contributions would be at the rates 

scheduled in the law, on basic salary up to $4,800. Thus, employees and the 
employing agency would each contribute 43, percent for 1966-67, and 45/8 percent 
for 1968 and thereafter-. The maximum annual cost would be $222 for the 
employee, matched by $222 for the employer. Retroactive contributions for 6 
quarters retroactive coverage would be made on the basis of the 3Y8 percent 
rate for 1965 and 1964. The maximum retroactive contributions would be $261 
each for employer and employee. 

(b) CSR.-An employee who is subject to both CSR and OASDI would con
tribute to the CSR fund 612 percent of his basic salary over $4,800 and a smaller 
percentage of his basic salary up to $4,800. Agency "matching" contributions 
would be made on a similar basis. An employee who is subject only to CSR 
would continue to contribute 612 percent of all basic salary, with equivalent 
agency matching contributions. 

4. Benefits payable 
(a) All OASDI benefits would be payable as under present law, including, 

where applicable, old-age benefits, wives' benefits, disability benefits, and survivor 
benefits for widows, dependent widowers, children, and dependent parents. 

(b) Conditions for reduction of CSR annuity.-A retirement, disability, or 
survivor annuity under CSR would be reduced only if: (1) The person receiving 
the annuity becomes entitled to an OASDI benefit (or would, upon application, 
become entitled to an OASDI benefit that is not actuarially reduced) based on 
the employee's OASDI earnings record for Federal service under the coordinated 
plan; and (2) the employee's Federal service covered under OASDI would be 
sufficient to give him OASDI insured status, based on the provisions of the 
Social Security Act in effect on January 1, 1966. (Subsequent, liberalizations of 
OASDI insured status would not be considered in determining whether the 
annuity is to be reduced.) 

(c) Amount of reduction in age and service retirement annuity.-Several proposed 
reduction formulas were considered. Each of them would provide an annual 
reduction of the employee's annuity based on the number of years of dual coverage, 
up to a specified maximum number of such years. The reduction under the 
formula considered most feasible is as follows: 

One percent of "high-5" average (or, if less, $48) multiplied by years of Federal 
service after December 31, 1965,1 not in excess of 30. 

The formula would apply directly in the case of persons receiving unreduced 
OASI benefits. If a person is entitled to actuarially reduced OASI benefits the 
reduction in his CSR annuity would be somewhat smaller. In such a case, the 
amount by which the CSR annuity is reduced would be adjusted downward by 
the same percentage as the OASI benefit is reduced, The present maximum 
benefit provision of CSR (50 percent of high-5 year average salary) would be 
applied before an annuity is reduced to take OASDI benefits into account. 

(d) Reduction of disability annuity.-Providedthe disabled employee is eligible 
for social security disability benefits, a disability annuity that is computed without 
resorting to the CSR minimum guarantee 2 would be reduced in the same manner 
as age and service retirement annuities. The reduction of a disability annuity 
computed under the minimum guarantee provisions would be based not on the 
employee's actual service but on the total service he would have needed to "earn" 
the disability minimum annuity if the normal CSR retirement formula had 
applied instead. Any years of coverage under CSR only would be deducted 
from this total. The result would be entered as "Federal service after December 
31, 1965" in the formula for computing the CSR annuity reduction. 

IPlus a maximum of l?/,years of retroactive coverage.
2 The minimumn disability annuity provided under CSR is the lesser of (a) 40 percent of the "high.5" 

average salary, or (b) an annuity computed under the basic annuity formula using the actual service plus 
assumed additional service to age 60. However, an employee is not eligible for disability protection under 
CSR until be has completed 5 years of civilian service. 
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If the disabled employee is not eligible for social security disability benefits, no 
reduction would apply. If he later becomes eligible for an old-age benefit under 
OASDI, his CSR annuity would then be reduced, using only actual Federal 
service after December 31, 1965, in the reduction formula. 

(e) Reduction of survivor spouse annuity (death before retirement) .- The annuity 
payable to the widow or dependent widower would be 55 percent of the employee's 
reduced annuity rather than 55 percent of the employee's full annuity. The 
employee's reduced annuity (on which the survivor annuity is based) would be 
computed in the same way as the annuity of a retired employee eligible for OASDI 
benefits. 

(f) Reduction of survivor annuity elected .for spouse or for person with insurable 
interest in life of employee (death after retirement).3-If the retired employee 
designated the full amount of his annuity as the basis of the survivor annuity, 
the reduction in the survivor annuity would be the same as in the case of death 
before retirement. If the retired employee designated only part of his annuity, 
the reduction of the survivor annuity would be proportional to the reduction that 
would apply in the case of a survivor annuity based on the employee's full annuity. 

(g) Elimination of survivor child annuities where OASDI benefits are payable.
The CSR survivor child annuity would be eliminated in every case in which the 
employee was subject to dual coverage under OASDI and CSR. 

(h) Coordinationplan guarantee.-Theplan would include a guarantee applic
able only to present employees and their survivors, that the OASDI benefit and 
the CSR annuity together would be at least as great as the CSR annuity which 
would have been payable had the employee not elected dual coverage. The 
guarantee would, of course, apply only if the individual eligible for OASDI 
benefits files application for them; the guaranteed amount would be determined 
on the basis of OASDI benefits payable without regard to the retirement test. 

Illustrative monthly retirement benefits to single retired worker under the coverage-
coordination plan1 

A. Work B. Work C. Work D. Work 
history--40 history-32 historv-25 history-is 
year, all in years Federal, 8 years Federal, 15 years Federal, 25 

Monthly pay 2 Federal evc years non-Fed- years non-Fed- years non-Fed
eral service oral service eral service 

Present Coordi- Present Coordi- Present Coordi- Present Coordi
law nation law nation law nation law nation 

$333 ($4,000 per annum): 
CSR---------------------------- $2563 $156 $202 $102 $156 $73 $89 $39

OASD]--------------------------- 0 112 0 112 69 112 88 1l2


Tot'il-------------------------- 256 268 202 214 225 183 177 151 

$100 ($6,000 per annum):

CSR---------------------------- 381. 261 301 151 2.31 131 131 71

OASDI--------------------------- 0 127 0 127 75 127 97 127


Total ------------------------ 381 388 301 308 306 258 228 198 

$83 ($10,000 
per annum):

CSR---------------------------- 635 515 502 382 385 2P.5 219 159

OASDI--------------------------- 0 127 0 1ER 75 127 97 127 

Total ------------------------ 635 642 5902 509 460 412 316 286 

1Assumes employee is aged 65 when he retires. 
2Average pay during 5 highest earnings years in Federal service. Average earnings under OASDI are 

assumed to be these amounts or $400 per month ($4,800 per annum), whichever is less.All employment
otcurs after effective date of plan. 

3Under CSR, the reduction In the employee's annuity is 2½j percent of the first $3,600 of the amount 
designated plus 10 percent of the designated amount in excess of $3,600. As now provided under CsR6,
the election of a survivor annuity of a spouse is automatic and the full amount of the retirement annuity is 
designated unless the employee specifies otherwise. 
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Illustrative monthly retirement benefits to retired worker and wife under the coverage-
coordinationplan I 

A. Work B. Work C. Work D. Work 
hiistory-40 historv-32 historv-25 history-15 
years. all in years Federal, 8 years Federal, 15 years Federal. 25 

Federal sorvice years non-Fed- years non-Fed- years non-Fed-
Monthly pay 2 eral service eral service eral service 

Present Coordi- Present Coordi- Present Coordi- Present Coordi
law nation law nation law nation law nation 

$333 ($4,000 per annuim):
(2SR -------------------------- $250 $152 $198 $100 $152 $71 $87 $39 
UASDI: 

Worker---------------------- 0 112 0 112 69 112 88 112 
Wife--- -------------------- 0 58 0 56 35 56 44 56 

Total --------------------- 250 320 198 208 256 239 219 207 

$500 ($6,000 per annuin):
(SR --------------------------- 306 255 204 177 225 128 128 69 
OASDI: 

Worker---------------------- 0 127 0 127 75 127 97 127 
IVife ------------------------ 0 64 0 64 38 64 49 64 

Total --------------------- 360 446 294 368 338 319 274 260 

$S33 ($10,000 per annumi): 
CsR -------------------------- 594 480 474 366 369 278 213 155 
OASD)I:

'Worker---------------------- 0 127 0 127 75 127 97 127 
Wife------------------------ 0 64 0 64 38 64 49 64 

'Jotal.--------------------- 594 1 677 474 557 482 469 359 346 

Assumes employee and wife are both aged 65 when lie retires, and that employee elects reduced CSR 
annuity to provide CSR survivor protection for wife. An employee who does not elect this reduction 
would of course, receive somewhat higher benefits than tlsose indicated above for thse retired worker, both 
under Isresent law and under coordination. 

2Average pay during 5 highest earnings years in Federal service. Average earnings under OASDI are 
assumed to be these amounts or $400 per momsth ($4,800 per annum),I whichever is less. All employment
occurs after effective date of plan. 

Sustvivoses BFNFFITS-COORDINATION PLAN 

Illustrative monthly benefits payable to a widow with two minor children 4of a 
worker who dies while in Federal employnment, after 10 years of Federal service. 
His "hig-h-5-year average pay" is $6,000; his average annual earnings for OASDI 
purposes is $4,800. 

System paying benefits Present Coordina
law tion plan 

While there are?2uinor children----------------- CSR------------------------ $141 $23 
OASDI----------------------- 0 254 

Total ---------------------------------- ------------------------------ 145 277 

While there is 1 minor child--------------------- CSR------------------------- 95 23 
OASDI---------------- ------ 0 191 

Total----------------------------------- --------------------- -------- 095 214 

While there are no minor children, widow under CSRt------------------------- 45 45 
age 62. OASDI----------------------- 0 0 

Total ---------------------------------- ------------------------------ 45 45 

Illustrative monthly benefits payable to a widow, after she reaches 62, of at 
worker who dies in Federal employment, after 25 years of Federal service. His 

IChild's benefits under social security terminate when the child reaches age 18. Benefits to a widow 
under age 62 terminate when there are no longer any children of the worker under age 15. Child's benefits 
under CSR terminate generally at age 15,unless the child is a student, in which case benefits continue up 
to age 21. Widow's benefits tinder CSR are payable regardless of the age of the widow or whether or not 
there are, still childrems of the worker under age 21. 
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"high-5-year average pay" is $6,000; his average annual earnings for OASDI 

purposes is $4,800. 

System paying benefits Present Coordination
law plan 

CSR------------------------------------------------------------------- $127 ' $72 
OASDI----------------------------------------------- ------------------ 0 105 

Total-------------------------------------------------------------- 1271 177 

tI Widow's benefits under civil service retirement begin when the employee dies, regardless of the age of 
the widow. There would beno reduction of such beniefits for periods when there isno eligibility for OASDI 

benefits. 

APPENDIX E 

RECOMMENDATIONS OF THE KAPLAN COMMITTEE5 FOR EXTENSION OF SOCIAL 
SECURITY COVERAGE TO EMPLOYMENT COVERED BY THE FEDERAL CIVIL 
SERVICE: RETIREMENT SYSTEM 

The plan for extending social security coverage to employment covered by 
the civil service retirement system which was recommended by the Kaplan 
Committee in 1954 must of course be Considered in light of the provisions of the 
CSR and OASI programs at that time. Major changes in the two programs 
since 1954 have made a number of specific recommendations of the Kaplan
Committee obsolete. 

The more important changes have been made in the CSR provisions (by 
legislation enacted in 1956 and 1962) e are: (a) increase in the basic annuity
formula from 1%~percent of high-5-year average pay for each year of service to 
1i~percent for each of the first 5 years of service, 1% percent for each of the next 
5 years, and 2 percent for each year of service after the 10th; (b) provision of a 
guarantee (generally speaking) of 40 percent of high-5-year average pay for 
employees qualifying for disability annuities; Cc) improvement of survivor an
nuities; (d) provision for automatic cost-of-living increases for annuitants; and 
(e) increase in the employee contribution rate to 6% percent of pay, compared
with 6 percent in 1954. In 1954, the cost of the CSR system was estimated at 
15.70 percent of payroll-11.15 percent was the normal cost and 4.55 percent 
was a deficiency arising from past costs for which no contributions were obtained 
(known as the unfunded accrued liability). The present estimate of the cost of 
the system is 22.33 percent of payroll-13.49 percent normal cost and 8.84 percent 
deficiency cost. 

The committee's recommendations contemplated the enactment of the 1954 
social security amendments, then under consideration in the Congress, but, of 
course, did not anticipate the subsequent changes. Among the changes made in 
social security after the enactment of the 1954 amendments are: (a) increase in 
social security benefit levels through a change in the benefit formula as well as 
an increase in the amount of covered earnings to $4,800 from $4,200; (b) lowering 
the requirements for fully insured status; (c) addition of disability insurance 
benefits; (d) easing of the retirement test; (e) provision for benefits at age 62 
(generally on an actuarially reduced basis); and (f) increase in the ultimate 
employee and employer contribution rate from 4 percent each reached in 1975 
to 45i percent each reached in 1968. 

Following the 1954 amendments, the level-premium cost of the social security 
program was estimated on an intermediate cost basis as 7.45 percent of taxable 
payroll. The cost of the present program is estimated at 9.33 percent of taxable 
payroll. Among other things which have helped to outdate thie1954 recommenda
tions are the greatly increased period of time elapsing since the social security 
"1new start" (Jan. 1, 1951) for computing benefit amounts and insured status. 

I The Committee on Retiremnent Policy for Federal Personnel, established pursuant to Public Law 155 
82d Cong., to make a comparative atudy of retirement systemns for Federal personnel and to report to the 
Congress its findings and recommendations. The Commuittee consisted of high officials of the executive 
branchbof the Government with the exception of the Chairmani,Hf.Eliot Kaplani. Itsreportwassubmitted
May 20, 1954. 

a Public Law 854, approved July 31, 1950, and Public Law 87-793, approved Oct. 11 1962. 
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The following example, based on the case of an employee retiring at age 65 
after 30 years of Federal service with $6,000 salary, illustrates the effects of some 
of the changes made since 1954. 

Employee's Wife's 
monthly benefit 
benefit 

1914 CSR law----------------------------------------------------------- $225 0 
1954 Kaplan plan, CSR and OASI ----------------------------------------- 245 $42 
1963 CSR law ----------------------------------------------------------- 281 0
1963 CSR and OASDI, if CSR were reduced by same percentage of pay as 

under Kaplan plan. ---------------------------------------------------- 319 50 

General recommendations of the Kaplan plan.-All active members of the CS R 
system (except Congressmen and congressional employees) would have been 
covered by both CSR and OASI effective January 1, 1956. 

The adjusted CSR formulia,
1 to be applied in all cases where an OASI benefit 

based on Federal service was also payable, would have been: 1 percent of the 
first $5,000 of high-S-year average pay plus 1~4 percent of such pay in excess of 
$5,000, multiplied by years of service. In this connection, two points should be 
noted: (a) the $5,000 figure was recommended despite the fact that the anticipated 
OASI earnings base was $4,200, and (b) in cases where the proposed formula was 
,applicable, it was intended to be applied to all years of service, including service 
prior to the effective date of the plan. 

The proposed change in the CSR annuity formula would not have affected any
one who retired or otherwise terminated his Federal service before January 1, 1956. 
Only those who completed enough Federal civilian service covered by OASI to be 
"instired" for OASI benefits were to be subject to the new CSR annuity formula. 
(At the time, to he fully insured under OASI a worker was required to have half 
-is many quarters of coverage as the number of calendar quarters elapsing after 
1950 (or age 21, if later) and before age 65, with a minimuln of 6 quarters of 
coverage.) 

Uinder the proposed plan, the minimum number of years of service for eligibility 
under CSR for survivor protection or for a deferred retirement annuity would 
have beesi increased (from 5 years of service) to 10 years of service. 

The proposed plan included a guarantee that the total benefit based on Federal 
service (i.e., the reduced CSR annuity plus the social security benefit based on 
Federal service) would in no case be less than the benefit which would have been 
payable by the CSR system under provisions then in effect. 

Age and service retirement annuity.-No change was proposed in the computa
tion of retirement annuities payable prior to age 65. The modified CSR formula, 
mentioned earlier, would have been applicable in respect to all such annuity 
amounts payable at or after age 65 if the annuitant was insured under OAS~I 
on the basis of his Federal service. 

Following are illustrative monthly retirement benefits, payable after age 65 
tinder the CSR formula as existing in 1954 and as proposed by the Kaplan Com
mittee. Where high-5-year average pay was in excess of $4,800, the increase in 
benefits under the plan would have been in the same absolute dollar amounts as 
in the $4,800 case. 

20 years' service 30 years' service 

High-5-year 
average pay ExsigProposed ExsigProposed 

Wokr Wife Worker Wife 

$4,200----------$112 $123 $27 $168 $1815 $40 
$4,800---------------- 122 135 28 183 203 42 

As indicated, no benefit was (nor is now) provided under CSR for the wife of a 
retired employee. Under the proposed plan, the social security benefits for a wife 
(oildependent husband) would have been available when the wife attained age 65. 

' As noted, in 1954 the basic CSR benefit formula for computing retirement disability, and (indirectly)
survivor annuities was: 1½2percent ofhilgh-S-year average pay, multiplied by the employee's years of service. 
The CSR law provided a more favorable formula for computing amnuities of employees high-I-year average
earnings were below $5,000 per year. The 1954 recommendation included a proposed method, not dis
cussed here, of providing equitable adjustments in CSR benefits computed under the alternative formula. 
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It was estimated that under the plan retirement benefit amounts based on 
Federal employment would be increased, on the average, by about 8 percent after 
age 65. The percentage increase would have been smaller, of course, for em
ployees in the higher salary range. However, the combined benefits for a retired 
emp loyee and his wife after both reached age 65 would have exceeded the existing 
CSR benefit by as much as 30 percent for those with low salary bases, and by 20 
percent for those with a high-5-year average of $8,000. 

Disability retirement.-Inasmuchas disability insurance benefits had not been 
provided under social security by 1954, no changes in the CSR disability provi
sions were recommended in connection with the coordination plan. 

Survivor protection.-Among the principal changes recommended were (a) the 
widow's CSR annuity amount was to be half of the retirement annuity, computed
under the new formula instead of the existing formula, earned by the employee 
up to the time of death; (b) elimination of the CSR annuities for surviving children; 
(c) making the widow's CSR annuity payable immediately (instead of at age 50)
when no children survived; and (d) upon election by a retired employee of a re
duced annuity to provide a survivor annuity in case of his death, the reduction 
would be on an actuarial basis, resulting in a greater reduction than under the 
provisions then in effect. 

Despite the proposed cutbacks in survivor protection provided under CSR, the 
net result of these changes and the addition of social security survivor benefits 
would have been a very substantial improvement in the survivor protection of 
Federal workers. 

Period of iransition.-Severalspecial provisions were proposed-principally a 
guarantee of social security survivor protection-to be effective temporarily in 
the period after the coordination plan was adopted to make it fully effective 
without delay.

Employee contributions.-The then existing employee contribution rate under 
CSR of 6 percent would have been continued for that part of an employee's
salary in excess of $4,200 a year (the OASI earnings base) and would have been 
reduced to 3~4 percent with respect to salary of $4,200 or less. In addition the 
employee (and the Government, as employer) would have paid social security 
contributions-7then 2 percent of the first $4,200 of pay, and sehcduled to rise, 
ultimately, to 4_percent. 

Cost effects.-It was estimated that after 1954 under the proposed plan, the 
reduce "normal" cost (average cost for new entrants) of the CSR system plus
employer and employee social security contributions would reach an amount 
about 3% percent of payroll in excess of the 1954 normal cost of CSR. The 
"tunfunded accrued liability" of the CSR system (estimated by the CSR Board 
of Actuaries to be 4.55 percent of payroll as of June 30, 1954) would, however, 
have been reduced by about one-third so that the net added cost was estimated 
at about 2 percent of payroll. Some savings would also have accrued to the 
OASI system (the saving was estimated in 1954 at about 0.05 percent of covered 
payroll) by reason of the broadening of social security coverage proposed under 
the plan.

Administration proposal.-The Administration approved the coordination plan 
and, in January 1956, the Civil Service Commission transmitted to Congress pro
posed legislation that substantially embodied recommendations of the Kaplan 
Committee for extending OASI coverage to employment covered by the &SR 
system. However, the bill (S. 3041), introduced January 25, 1956, by Senator 
Frank Carlson, ranking minority (Republican) member of the Senate Post Office 
and Civil Service Committee, was not reported out. 

APPENDIX F 

A TRANSF'ER-OF-CREDIT PLAN WHICH FoLLows APPROACH No. 5 

Credit would be transferred from the civil service retirement system to social 
security for the Federal service of

(1) People who die, become disabled, or separate from work covered under 
the civil service retirement system after less than 5 years of Federal service. 
Example: Worker becomes totally disabled or dies after working one year in 
work covered by social security and then 4 years under civil service retire
ment. Under present law no monthly benefits would be payable under civil 
service retirement or social security. Under the transfer-of-credit plan, if he 
were disabled he would get monthly social security benefits of $127, and if he 
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has a wife and child, the family would get benefits of $254; if he died his 
widow and child would get a monthly social security benefit of $191.8 

(2) People who separate after 5 or more years of Federal work and obtain 
refunds of their contributions to the civil service retirement system. Ex
ample: Worker has 6 years of employment under the civil service retirement 
system, and separates, taking a refund of civil service retirement contribu
tions. He then works one year under social security, and then dies. Under 
present law, no monthly benefits would be payable under civil service retire
ment or social security to his widow and two children. Under the transfer-of
credit plan, monthly social security benefits of $254 would be payable to the 
surviving family.8 

(3) People who separate after 5 or more years of Federal work and do not 
take refunds of their contributions to the civil service retirement system, if 
such persons die before age 62. As in the preceding example, under present 
law no monthly benefits would be payable under civil service retirement or 
social security to the worker's widow and two children; under the transfer-of
credit plan, monthly social security benefits of $254 would be payable to the 
surviving family.8 

The transfer-of-credit plan would be applicable to Federal employment per
formed on or after a specified future date, such as the first day of the year following 
the enactment of legislation. For those in Federal employment on the effective 
date the plan would also be applicable to employment during the preceding 1% 
year period, thus assuring immediate survivor protection for the families of such 
workers. 

COSTS 

The costs of this transfer-of-credit plan has been estimated on the assumption 
that the cost of the benefits resulting from the plan would be roughly equivalent 
to the value of employer and employee social security contributions on earnings 
for which credit would be transferred-that is, the contributions which would be 
payable if such earnings were covered under social security instead of the civil 
service retirement system when the work was performed. On this basis, the 
long-run cost of the plan for the Government, as employer, would be about 
$75 million annually, or about one-half of 1 percent of payroll.9 

About half of the cost of the plan would be borne by those workers who would 
have credit fur their Federal employment transferred to social security under the 
plan-those who separate from Federal service and receive refunds of their cont
tributions to the civil service retirement system, or who die or become disabled 
while employed but before completing 5 years of Federal service. In all such 
cases, the civil service retirement system would deduct from the refunds an amount 
equal to the social security contributions which the worker would have been re

uired to pay if his Federal employment had been covered under social security. 
The additional protection which the plan would provide for career employees 

during their early years of Federal service-social security credit for survivorship 
and disability protection during the first 5 years of service-would be provided 
without additional cost to them. 

Appropriate arrangements would be developed by the agencies concerned for 
the transfer to the social security trust funds of amounts sufficient to meet the 
proportionate cost, attributable to Federal employment, of social security bene
fits which would be paid as a result of the transfer-of-credit plan. The proportion 
of the cost attributable to Federal employment would be the ratio that the dollar 
amount of a worker's transferred credits bears to his total social security earnings 
credits after the transfer. 

CHARTS SHowiNr BENEFIT AmoUYNTS PAYABLE IN ILLUSTRATIVE CASES UNDER 
PRESENT LAW, AND UNDER A TRANSFER-OF-CREDIT PLAN 10 

The charts on the following pages illustrate the effect of the transfer-of-credit 
plan in cases involving various combinations of work under social security and the 
civil service retirement system (referred to as OASDI and CSR, respectively, in 
the charts). 

8Computations are based on assumed earnings of $4,800 a year in civil service retirement or social security 
work. 

9This estimate is of course based on present social security law, providing for social security employer
and employee contributions on the first $4,S00 of an employee's annual covered earnings. Contributions 
rates for employer and employee are 35,i percent each for 1964-65, 4% percent for 1966-67, and 4~i percent
for 1968 and after.

10The transfer-of-credit plan which is described on pp. 28 and 29 of this appendix. 
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In all cases, it is assumed that the plan has been in operation over the entire 
work lifetime of the individual, and that he earns at least $4,800 each year (the 
maximum amount creditable under social security under present law). It is 
also assumed that the individuals begin working at age 22, with the exception of 
case G, in which a female worker begins employment at age 18. 

In none of the cases would monthly benefits be payable under the civil service 
retirement system; if such benefits were payable, the transfer-of-credit plan 
would not apply. In all cases the employee's contributions (including interest, 
if Federal service was less than 5 years) to the civil service retirement system are 
refunded, either to the separated employee or the survivors of the deceased 
employee or former employee. Under the transfer-of-credit plan, the amount 
refunded would be reduced by an amount equal to the social security contributions 
the employee would have paid if his Federal employment had been covered under 
social security.

The following social security benefits are payable to insured workers, their 
dependents, and survivors. Survivors monthly benefits are payable to a widow 
(or dependent divorced wife) who is caring for the worker's child entitled to 
benefits, to a dependent child, and, at age 62, to a widow, dependent widower, 
or dependent parent. A lump-sum death payment is also made. Disability 
monthly benefits are payable to a worker, to his dependent child, and to his wife 
if she is caring for a child beneficiary or if she has reached age 62. Ret~irement 
monthly benefits are payable to a retired worker, his wife (or dependent husband) 
at age 62, a dependent child, and a wife who has not reached age 62 if she is caring 
for a child beneficiary. A worker may elect to have his social security retirement 
benefits begin as early as age 62, but the amount of the monthly benefit is reduced 
according to the number of months that the benefit will be paid before the worker 
reaches age 65. A worker receiving disability benefits is transferred to the old-age 
insurance beneficiary roll (with the same benefit amount) at age 65. Social 
security benefits of persons who have not reached age 72 and who earn more than 
$1,200 in a year are reduced by $1 for each $2 earned from $1,200 to $1,700, and 
by $1 for each $1 of earnings over $1,700. 

Case A 

Mr. A works 1 year under OASDI. He then works 4 years under CSR when 

it is assumed that he (1) becomes disabled, or (2) dies. 

Monthly disability benefits Monthly
System paying _______ survivor 

benefits benefits, 
Worker Worker, wife widow and 
alone and 1child 1child 

Present law --------------------------- CSR------- I 0 ' 0 1 0 
OASDI 0 0 0 

Transfer-of-credit plan ---------- CR-------------- ----- 20Q 2 0 CR 
OASDI ------ $-12 $254 $191 

INo annuity benefit. Lump-sum refmnd of employee's CSR contributions plus interest. 
2No annuity benefit. Reduced lumip-sum refund (employees' CSR constributionss plus insterest, reduced 

for employee OASDI taxes). 
Case B 

Mr. Baworks 2 years under CSR. He then separates from his Government job 
because of a severe disability and dies before he attains age 30. 

Monthly disability benefits Monthly
System paying ______--_____ survivor 

benefits benefits, 
Worker W~orker, wife widow and 
alone and I child 1child 

Present law ------------------ S-------------------1CI0 ' 0 '0 
OASDIj :::::0 0 0 

Transfer-of-credit plan----------------CS-----CR -------------- '20 2O 2 0 
OASDT ----- 0 0 ' $191 

'No annuity benefit. Lump-sumarefund of employee's CSR contributions plus interest. 
2No annuity benefit. Reduced lump-sum refund (employee's CSR contributions plus interest, reduced 

for employee OASDI taxes).
3 Based on hiss8 quarters ofecoverage, the worker also has OASDI survivorship protection in his 30th year,

but for a smaller benefit amount ($147 for a widow and I child) but he is not insured if he dies at age 3t or 
later. 
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Case C 
Mr. C works 12 years under CSR. He then separates from his Government 

job, taking a refund of his contributions, and works 12 years under OASDI, 
when it is assumed that he (1) becomes disabled, or (2) dies. 

Monthly disability benefits IMonthly
System ______ ____ ___ survivor 
paying 	 benefits, 
benefits Worker Worker, wvidow and 

alone wife, and 2 2 children 
children 

S------------------- 9 
OAS5i ------- $95 $203 $203 

Present law------------ ------ ~CRI 	 19 10 

Transfer-of-credit plan------------------	 CSR ------------ ~ 20 20 2 
OASDI ------ 127 214 254 

1 No annuity benefit. Lump-sum refund of employees' CSR contributions, without interest. 
2 No annuity benefit. Reduced lump-sum refund (employee's CSR contributions without interest, re

duced for employee OASDI taxes). 

NOTE.-80 percent of male workers with 10to 19 years of Federal service unbroken by any refund of CSR 
contributions who separate between the ages of 30 to 39 years claim a CSR refund within 6 months of sepa
ration. 

Source: Social Security Administration Analytical Note No. 6-61. 

Case D 

Mr. D works 12 years under CSR. He then separates from his Government 
job, not taking a r-efund of his contributions, and works 12 years under OASDI, 
when it is assumed that he (1) becomes disabled, or (2) dies. (Identical to case 
C except no refund.) 

Monthly disability benefits Monthly 
System _____- ____ survivor 
paying 	 benefits,

benefits Worker Worker, widow and 
alone wife, and 2 2 children 

children 

CR 1I0 
OASDI ------ $95 $203 $203 

Present law------------------------- CO----- -------------- 10 2 0 

Transfer-of-credit plan----------------	 CS----- -------------- 5904CR 	 50 
OASDI ------ 05 203 254 

1 If no refund is elected before age 62, worker is entitled to monthly CSRt benefit of $81 if he attains that 
age.

'Survivor receives lump-sum refund of employee's CS R contributions, without interest. 
3 Same benefit as in footnote 1,but if, before age 62, a reduced lump-sum refund is elected (forfeiting CS R 

benefit at age 62), OASDI benefit becomes $127 (worker alone) or $214 (worker and family). 
4 Survivor receives reduced lump-sum refund (employee's CSR contributions without interest, reduced 

for employee OASDI taxes). 

C'ase E 

Mrs. E works 12 years under CSR. She then separates from her Government 
job to become a housewife and takes a refund of her contributions. 

Monthly disability benefits 
-___ __ ____ _ Monthly___ 

System paying retirement 
benefits Disabled 0 Disabled benefits, 

to 5 years more than at age 62 
after 5 years after 

separation separation 

Present law---------------------	 CSt----------------- 1I0 1 0 1 0 
OASDI ------ 0 0 0 

Transfer-of-credit plan ------------	 CSR----------------- 20 20 20 
OASDI.----- 127 0 357 

1Lump-sum refund of employee's CSRt constributions, without interest. 
2 Reduced lump-sum refund (employee's CSRt contributions, without interest, reduced for employee 

OASDI taxes).
a Worker's basic benefit amount of $71 actuarially reduced because of retirement at ago 62. 

NOTE.-70 percent of female workers with 10 to 19 years of Federal service unbroken by any refund of 
COR contributions who separate between the ages of 30 to 39 claim a COB refund within 0months of separa
tion. 

Source: Social Security Administration Analytical Note No. 6-61. 
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Case F 
Mr. F works 2 years under OASDI. He then works 10 years under CSR, 

separates from his Government job, and takes a refund. He then works 1 year
under OASDI, when it is assumed that he (1) becomes disabled, or (2) dies. 

Monthly disability benefits Monthly
System paying ______ survivor 

benefits benefits, 
Worker Worker, wife widow and 
alone and 1 child 1 child 

Present law------------------- ---- CSR----------------- 1I0 10 10 
OASDI 2..... 0 0 0 

Transfer-of-credit plan---------CSR-----------------0 s0 
OASDIj------ $127 $2504 $191 

I Lump-sum refund of employee's CSR contributions, without interest. 
5 Under OASDI, worker is not insured for disability because he does not meet the requirement of 20 quar

ters' coverage during the 40quarters preceding quarter of disability. He is not insured for survivor benefits 
because he is not fully insured (needs 13 quarters of coverage; has 12), and is not currently insured (6 quarters
of last 13 before quarter of disability or death).

3 Reduced lump-sum refund (employee's CSR contributions, without interest, reduced for employee
OASDI taxes). 

NOTE-Oil percent of male workers with 10 to 19 years of Federal service unbroken by any refund of CS R 
contributions who separate between the ages of 30 to 30 years claim a CSR refund within 6 months of 
separation. 

Source: Social Security Administration Analytical Note No. 6-1. 

Case G 
Mr. G works 2 years under OASDI. He then works 10 years under CSR, 

separates from his Government job, and does not take a refund. He then works 
1 year under OASDI, when it is assumed that he (1) becomes disabled, or (2)
dies. (Identical to case F except no refund.) 

Monthly disability benefits Monthly 
System paying -____ _____ survivor 

benefits benefits, 
Worker Worker, wife, widow and 
alone and 1 child 1 child 

Present law------------------------- CS----- -------------- ' 0 2 0 CR 1I0 
OASDI 0 0 0 

Transfer-of-credit plan --- ------ St-------------------R'_::::::l 30 '0 ' 0 
OASDI ------ 0 0 $191 

I If no refund is elected before age 62, worker is entitled to monthly benefit of $65 if he attains that age.
2Survivor receives lump-sum refund of employee's CSR contributions, without interest. 
3Same benefit as In footnote 1,but if, before age 62, a reduced lump-sum refund is elected (forfeiting CSR 

benefit at age 62), OASDI benefit becomes $127 (worker alone) or $254 (worker and family). 
4 Survivor receives reduced lump-sum refund (employee's CSOR contributions, without interest, reduced 

for employee OASDI taxes). 
Case H 

Mr. H works 24 years under CSR. He then separates from his Government 
Jo-b, taking a- rcfund, and works 12 yeas-s usider OASDI, when it is assumed that 
he (1) becomes disabled, or (2) dies. 

Monthly disability benefits Monthly 
System paying _____ ______ survivor 

benefits benefits, 
NWorker Worker, wife widow and

alone and 1child 1child 

Present Law------------------------ CS----- -------------- 10 '0CR IO 
IN ASDI_ $74 $124 $111Transfer-of-credit plan ----------------- CSR-------------0 20 2 0 

0ASDI_ 127 254 191 

ILup-su refund of employee's CS R contributions, without interest. 
2 Reue lup-sum refund (employee's CS R contributions, without interest, reduced for employee

OASDI taxes).' 
NOTF.-55 percent of male workers with 20 to 29 years of Federal service unbroken by any refund of CS R 

contributions who separate between the ages of 40 and 49 claim a CS R refund within 6 months of separation. 
Source: Social Security Administration Analytical Note No. 6-61. 
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Case I 

Mir. I works 24 years under CSR. He then separates from his Government 
job, not taking a refund, and works 12 years under OASDI, when it is assumed 
that he (1) becomes disabled, or (2) dies. (Identical to case H except no refund.) 

Monthly disability benefits Monthly 
System paying - _____ survivor 

benefits benefits, 
Worker Worker, wife, widow and 

alone and 1clsild 1 child 

Present law------------------------- CS----- -------------- 10 2 0 CR 1I0 
OASDI ------ $74 $124 $111 

Transfer-of-credit plan---------------- CS----- -------------- 3 1 49CR 30 
OASDI ------ 74 124 191 

1If no refund is elected before age 62, worker is entitled to monthly benefit of $177 if he attains that age. 
2 Survivor receives lump-sum refund of employee's CSR contributions, without interest. 

Same benefit as in footnote I, but if, before age 62, a reduced lumnp-sum refund is elected (forfeiting CSR 
benefit at age 62), OASDI benefit becomes $127 (worker alone) or $214 (worker and family). 

4 Survivor receives reduced lump-sumn benefit (employee's CSR contributions, without interest, reduced 
for employee OASDI taxes). 

Case J 

Mrs. J starts working at age 18 and works 4 years under CSR. She then 
separates from her Government job. After 6 years at home, she works 2 years
under OASDI, when it is assumed that she (1) becomes disabled, or (2) dies. 

Monthly disability benefits 
System ______-_____ Monthly
Paying survivor 
benefits Worker Worker, benefits, 

alone and 2 2 children I 
children 

Present law ------------------ S------------------- 2 0CR_20 2 0 
....... OASD ------- 0 0 $147 

Transfer-of-credit plan------------ SR-------------------0 0 0 
OASD $------ $254127 191 

I Worker's husband not dependent on her. 
2No annuity benefit. Lump-sum refund of employee's CSR contributions plus interest. 
Worker not entitled to social security disability benefits, but is currently insured so as to entitle children 

to survivors benefits. 
4 No annuity benefit. Reduced lump-sum refund (employee's CSR contributions plus interest, reduced 

for employee OASDI taxes). 
Case K 

Mr. K works 16 years under CSR.. He then separates from his Government 
job, taking a refund, and works for 4 years for a municipality in a position not 
covered under OASDI, after which he works under OASDI until he attains age
60 (18 years). He applies for retirement benefits under OASDI at age 62. 

Monthly retirement benefits 
System paying ______ ______ 

benefits 
Worker Worker and 

alone wife at age 62 

Present law-------------------------------------- CS----- -------------- 1 0CR 1I9 
OASDI 2$4-----7 $66 

Transfer-of-credit plan ---------------------------- CO----- -------------- so0CR 30 
OASDI 2 ----- 94 139 

I Lump-sum refund of employee's CSR contributions, without interest. 
2Benefit amounts have been actuarially reduced because of retirement at age 62 instead of age 65. The 

worker's uureduced benefit amount at age 61 under present law would be $19, and under a transfer-of-credit 
plan $118. 

3Reduced lump-sum refund (employee's CSR contributions, without Interest, reduced for employee
OASDI taxes). 

NOTE.-80 percent of male workers with 10 to 19 years of Federal servieceunbroken by any refund of CSR 
contributions who separate between the ages of 30 and 39 years claim refund within 6 months of separation. 

Source: Social Security Administration Analytical Note No. 6-61. 
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APPENDIX G 

RECOMMENDATION REGARDING FEDERAL EMPLOYMENT IN REPORT OF 
THE ADVISORY COUNCIL ON SOCIAL SECURITY 11 

Social security credit should be provided for the Federal employment 
of workers whose Federal service was covered under the civil service 
retirement system but who are not protected under that system at the time 
they retire, become disabled, or die. 

Unlike almost all private pension plans and a high proportion of State and 
local retirement systems, the Federal civil service retirement system is hot sup
plementary to the social security program. Thus when a person leaves Federal 
employment, his years of previous Federal service do not count toward social 
security benefits. Moreover, protection under the civil service retiremesit system 
does not start until after 5 years of Federal employment. As a result, although 
the civil service retirement system provides good protection for people who stay
in Federal employment, Federal workers who leave, or those who die or become 
disabled before having worked for the Government for 5 years, may have in
adequate protection or none at all under either civil service retirement or social 
security.

A practicable and relatively inexpensive way of filling the most serious gaps 
that result from this situation is to provide for social security credit for the 
Federal employment of those workers who are not protected under the civil 
service system at the time they retire, become disabled, or die. As part of the 
financing arrangement, the civil service retirement system would withhold, from 
the returns of contributions that are made from the civil service retirement system 
to separating employees, amounts equal to the social security employee conitri
butions which would have been payable if their Federal work had been covered 
under social security. These withholdings would be transferred to the social 
security fund and additional financial adjustments made between the two systems 
to take account of the transfers of credit. 

The plan includes the following principal elements, all of which the Council 
considers essential to its effective operation: 

(1) Credit would be transferred to social security for the Federal service 
of individuals who die, become disabled, or separate from work covered under 
the civil service retirement system after less than 5 years of Federal service. 
(At present, the only provision made where a person with less than 5 years
of service dies or terminates his employment is for a refund of employee 
contributions.) 

(2) Credit would be transferred to social security for the Federal service of 
people who separate after 5 or more years of Federal work and obtain refunds 
of their contributions to the civil service retirement systemn. (The civil 
service retirement system does not provide any protection for people who 
separate from the civil service and take refunds.) 

(3) Former civil service employees who have not taken refunds of their 
civil service contributions and who die or who become disabled before age 62 
could have credit for their Federal service transferred to social security. 
(Former employees do not have disability or survivorship protection under 
the civil service retirement system after separation.) 

This transfer-of-credit approach would forgo certain advantages which would 
be achieved by a straight extension of social security coverage. For example, an 

extension of social security coverage would provide superior protection for workers 
who become disabled or die relatively early in their careers. However, the 
transfer-of-credit approach the Council is suggesting would be considerably less 
costly for the Federal Government than a straight extension of social security 
coverage. Equally important whereas an extension of social security coverage 
would require substantial modification of the civil service retirement system to 
take account of social security benefits and contributions, no modifications would 
be required to carry out the Council's recommendation except for the financing 
of the transfer of credits. 

II "The Status of the Social Security Program and Recommendations for Its Improvement," report of the 
Advisory Council on Social Security, Washington, D.C., 1965 (pp. 79-81). 
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APPENDIX H 

OPERATION OF THE RAILROAD RETIREMENT-SOCIAL SECURITY MINIMUM PRO
VISION IF APPLIED TO THE CIVIL SERVICE RETIREMENT SYSTEM 12 

As part of the social security-railroad coordination a railroad worker is assured, 
under a minimum guarantee provision, that the total amount of the annuities 
paid to him and his family will not be less in any month than 110 percent of the 
amount they would have received if the employee's railroad service after 1936 
had been covered under social security. The following discussion indicates the 
effects of applying this kind of guarantee to the civil service retirement system 
(modified as indicated in 12) as an addition to provisions of approach No. 5. 

DEATH OR DISABILITY IN SERVICE 

As the attached tables show, the social security minimum provision would 
have a great effect upon these types of civil service annuities in many cases. 
The guarantee would be particularly helpful in cases where the death or disability 
occurs before the worker nears retirement age, and where he leaves a widow who 
has children under age 15. Where the worker dies in service leaving a widow 
but no children, the guarantee could have no effect until the widow reaches age 
62, as social security does not provide benefits for widows without children before 
that age. Where a worker becomes disabled and has a wife but no children the 
guarantee could have some immediate effect as social security pays disability 
benefits to workers in such situations; howevcr, the guarantee would have much 
less effect than when the disabled worker had a wife and young children, as social 
security would also pay dependents benefits in such cases. 

The cases all assume continuous Federal work since age 22. This was done in 
t~he interest of simplicity, and also because such cases are the most representative. 
However, if the worker qualified for an OASDI benefit on the basis of non-
Federal work the social security minimum provision would have much less effect, 
or no effect, on the civil service retirement system annuity amounts. The worker 
could of course qualify for OASDI benefits through non-Federal work done before 
his Federal service, during breaks in his Federal service, or by part-time jobs while 
in Federal service. 

RETIREMENT, AND DEATH AFTER RETIREMENT 

Over the long-run (i.e., after the effect of the 1950 new start wears off) the social 
security minimum provision would have very little effect in these types of cases, 
and consequently no benefit tables are presented. Civil service benefits for career 
civil service workers, and for their widows in cases of death after retirement, 
would almost always be higher than the amount of the social security minimum. 
Sh~ort-term civil service workers would ordinarily qualify for OASDI benefits 
based on non-Fedei al work, and so the social security minimum would not increase 
the civil service annuity. (Almost all married civil service annuitants provide 
at least $3,600 of their civil service retirement annuity-or all of it if it is lower-
as the base for widow's benefits, and the above is based on the assumption this 
practice would continue. Some provision might be needed to prevent the pro
tection provided under the social security minimum from leading retirees to decide 
not to choose to come under the present civil service retirement provisions for 
providing widow's annuities.) 

RELATIONSHIP TO THE SOCIAL SECURITY MINIMUM PROVISIONS OF THE RAILROAD 
RETIREMENT ACT 

It would seem necessary to have provisions in both the Railroad Retirement 
and Civil Service Acts to coordinate the operation of the two minimum provisions 
in the case of persons with both railroad and civil service work. Otherwise, the 
widow and children of an individual, for example, who worked 10 years under the 
Railroad Retirement Act and 5 years under civil service could receive an annuity 
under the Railroad Retirement Act equal to the maximum benefit payable under 
the Social Security Act, and a very substantial annuity under the civil service 
system based on the social security minimum. If the worker had several children 
the survivors could, in the absence of coordinating provisions, receive the Social 
Security Act maximum under both programs. 

12It is assumed, in both the discussion and examples, that the social security minimum provision, if 
applied to the civil service retirement system, would be applied as 100 percent (rather than 110 percent,' as 
under the railroad program) of the benefits as computed under the social security benefit formula. 
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ADMbINISTRATION 

The administration of the social security minimum provision is relatively 
difficult, and involves much exchange of information between the railroad retire
ment and social security programs. The railroad retirement staff of course must 
make continuing computations and recomputations under the social security
benefit provisions, and must take account of the operation of the social security 
retirement test, and other social security provisions affecting social security benefit 
amounts. The railroad retirement system must know not only about OASDI 
benefits actually payable, but also about OASDI benefits which a railroad retire
ment annuitant is eligible for but has not ifiled for, as the social security minimum 
provision takes account of OASDI benefits payable, whether or not the individual 
has claimed them. 

CIVIL SERVICE SURVIVORs BENEFITS-SOCIAL SECURITY MINIMUM PROVISIONS 

TABLE I.-Illustrativemonthly benefits payable to a widow with I minor child where 
the worker dies while in Federal employment 

Years of Federal service 
2

CSR average pay _ _ _- - _ _ _-_ _ _-_ _ _-_ _ 

5 10 15 20 25 30 

$4,000:
Present law------------------------------------ $05 $81 $99 $118 $136 $154 
Social security minimumn----------------------- 168 168 168 168 168 168 

$6,000:
Present law ------------------------------------ 71 95 122 150 177 205 
Social security minimum ------------------------ 191 191 191 191 191 (')

$10,000:
Present law ------------------------------------ 585 124 170 216 262 308 
Social security sninimumn------------------------ 191 191 191 (3) (3) (3) 

1It is assumed the worker enters Federal service at age 22 and works continuously In Federal service 
until his death. 

2 Average pay during 5 highest earnings years in Federal service. Average earnings under OASDI are 
assumed to be this amount or $4,800, whichever is less. 

3Not effective. 
NOTE.-CSR benefitsaare payable to awidow regardless of her age. Social security beneflitsare payable 

to a widow under age 62 only if she has in her care a child of the worker who is entitled to social security
benefits, so the social security minimum would not operate where the widow is under age 62 and has no 
children under age 15. 

TABLE 2.-Illustrative monthly benefits payable to a widow with 2 minor children 
where the worker dies while in FederalemploymentI 

Years of Federal service 
CSR average pay'2__-___-___-__ __ 

5 10 15 20 25 30 

$4,000:
Present law------------------------------------ $115 $131 $149 $168 $180 $204 
Social security minimum------------------------ 252 252 262 252 252 252 

$6,000:
Present law------------------------------------ 121 145 172 200 227 255 
Social security minimum------------------------ 254 254 254 254 254 (') 

$10,000: 
Present law------------------------------------ 135 174 220 266 312 358 
Social security minimumn------------------------ 254 254 254 (') (') (a) 

I It is assumed the worker enters Federal service at age 22 and works continuously in Federal service until 
his2 death. 

Average pay during 5 highest earnings years in Federal service. Average earnings under OASDI are 
assumed to be this amount or $4,800, whichever is less. 

3Not effective. 
See note, table 1. 
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CIVIL SERVICE DISABILITY BENEFITS-SOCIAL SECURITY MINIMUM PROVISIONS 

TABLE, 3.-Illustrative monthly benefits payable to a di~sabled worker with wife and 
.1 child 1 where the worker becomes disabled while in Federal employment 2 

CS R average pay 3__ 

$4,000: 
Present law -----------------------------------
Socialsecurity minimum------------------------

$6,000:
Present law------------------------------------
Social security mininmum------------------------

$10,000:
Present law------------------------------------
Social security minimum------------------------

Years of Federal service 

5 10 15 20 25 30 

$133 $133 $1.33 $133 $110 $1900 
224 224 224 224 224 224 

200 200 200 200 231 281 
254 254 254 2,54 254 (4) 

333 333 333 333 385 469 
(4) (4) (4) (4) (4) (4) 

I Where worker has no dependent child and his wife is below retirement age, the social security minimum 
would not produce a higher benefit. 

2It is assumed that he enters Federal service at age 22 and works continuously in Federal service until 
disablement. 

5 Average pay during 5 highest earnings years in Federal service. Average earnings under OASDI are 
assumed to be this amount or $4,800, whichever is less. 

4 Not effective. 

NOTE.-There is no provision under CSR for the payment of benefits to dependents of a retired or 
disabled worker. Social security benefits are payable to the wife of a retired or disabled worker beginning 
at age 62, or under age 62 if she has in her care a child of the worker who is entitled to social security bene
fits. social security benefits are payable to children under age 18 or over age 18 if disabled before that 
age. The social security minimum would have no effect where the worker has no dependent child and 
his wife is below retirement age because it would not produce benefits as high as those payable under the 
CSR benefit formula. 

TABLE, 4.-Illustrative monthly benefits payable to a disabled worker with wife and 
2 children Iwhere the worker becomes disabled while in Federalemployment 2 

CSR average pay 3 

$4,000:
Present law -----------------------------------
Social security minimum ------------------------

$6,000: 
Present law------------------------------------
Social security minimum---------------------

$10,000:
Present law---------------------------------
Social security minimum ----------------------

Years of Federal service 

5 10 15 20 25 30 

$133 $133 $133 $133 $156 $190 
254 254 254 254 254 254 

200 200 200 200 231 281 
254 254 254 254 254 (4) 
3 3 3 3 8 6
33 3 3 3 8 6 

(4 (4) (4 ) (4)() () 

I Where worker has no dependent child and his wife is below retirement age, the social security minimum 
would not produce a higher benefit. 

2It is assumed that he enters Federal service at age 22 and works continoously in Federal service until 
disablement. 

3 Average pay during 5 highest earnings years in Federal service. Average earnings under OASDI are 
assumed to be this amount or $4,800, whichever is less. 

4 Not effective. 

See note, table 3. 

0 
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_________trict 

SOCIAL SECURITY AMENDMENTS 
OF 1965 

Mr. MADDEN. Mr. Speaker, by di-
rection of the Committee on Rules, I 
call up House Resolution 322 and ask 
for its immediate consideration. 

TeCekread the resolution, as fol-
Thew ler 

H. REs. 322 
Resolved, That upon the adoption of this 

resolution it shall be in order to move that 
the House resolve itself into the Committee 
of the Whole House on the State of the 
Union for the consideration of the bill (H.R. 
6675) to provide a hospital insurance pro-
gram for the aged under the Social Security
Act with a supplementary health benefits 
program and an expanded program of medi
cal assistance, to increase benefits under 
the old-age, survivors, and disability insur-
ance system, to Improve the Federal-State 
public assistance programs, and for other 
purposes, and all points of order against 
said bill are hereby waived. After general
debate, which shall be confined to the bill 
and continue not to exceed ten hours,-to be 
equally divided and controlled by the Chair-
man and the ranking minority member of 
the Committee on Ways and Means, the bill 
shall be considered as having been read for 
amendment. No amendment shall be In 
order to said bill except amendments offered 
by direction of the Committee on Ways and 
Means. Amendments off ered by direction 
of the Committee on Ways and Meansma 
be offered to the bill at the conclusion of tayHe 
general debate, but said amendments shall 
not be subject to amendment. At the con-
clusion of the consideration of the bill for 
amendment, the Committee shall rise and 
report the bill to the House with such 

Yeaxs ago, older folks who were 
destitute or with insufficient income, 
property, or means to provide for the 
health needs in their declining years, 
were committed to so-called poorhouses, 
county or city hospitals throughout the 
land. Over the years, millions of older 
citizens have spent their declining days 
in, inadequate so-called poorhouses or 
county institutions in poverty and dis-
grace until the day that their lives ebbed 
away. 

When I came to Congress 20 years 
ago, one of the burning issues in my dis-

was the necessity for something to 
be done to expand hospital and medical 
care, not only for the older citizens but 
for many younger families who were un-
employed and in need of hospital and 
medical care. In many areas through-
out our Nation during the last 25 to 30 
years communities were victims of a piti-
ful lack of hospital accommodations and,
in a great many areas, a scarcity of doc-

tors. LAKOMEILSCOSzes 
LCOFEDcLCHLSThe 

I well remember after World War II 
when thousands of boys were returning
to civilian life many of them whose edu- 
cation was temporarily interrupted by
military service, wanted to enter medical 
schools throughout our Nation. We 
found that medical schools and colleges 
were scarce and also hospital facilities 
and doctors both in urban and rural 
areas. I received hundreds of letters 
from veterans whose applications to 
mpdical sehnils were reieppted bepciise of 

the lack of accommodations. In 1947,1I 
asked one of the trustees of Indiana Uni-

versity why it was that so many boys who 
had applied from my area to this medi-
cal school were rejected and he stated 
that out of approximately 3,000 applica-
tions in 1946, the University's Medical 
School only had accommodations for 150. 

I remember when, in the late 1940's, 
we had legislation on the floor of the 
Hostoaporaemnyfrhpil1rsxsEIL

uet prpit oe frhsiaEIAEBL 
and medical school construction, we were 
always met with organized opposition by 
the American Medical Association who 
spent vast sums propagandizing against 
any aid from the Government to build 

average income for two-person families 
is around $2,500 per year. Incomes like 
this will buy very little hospital or medi
cal care. About 6 million Americans over 
65 years of age have no assets at all. 
They are in abject poverty. When an 
aged husband or wife is hospitalized, the 
medical bills average around $800 a year.
People over 65 use three times as much 
hospital care as younger people. Their 
stay at the hospital is twice as long as 
the average younger person. Medical 
costs have increased 63 percent since 
1950, and in the same period hospital 
rooms have gone up 154 percent. Few 
older folks have savings to meet these 
skyrocketing hospital and medical costs. 

As one reviews the history of medicare 
legislation and the fact that after 20 
years the Congress is about to assume 
its responsibility to correct one of the 
most flagrant inequities and humanitar
ian omissions in correcting an injustice
to a large segment of our American citi

recent edition of April 12 News-
week magazine has an Interesting arti
cle dealing with this problem. They
state in this article that from the period
of 1940 to 1960 that taxpaying citizens 
have increased from 35 to 72 million and 
the number of citizens over 65 in that 
20-year period has Increased from 600,000 
in 1940 to 12 million in 1960. Our popu
lation is increasing annually and through
modern scientific discoveries in medicine 
and surgery; our older folks are increas
ing i,, -- ,,hpm far mnr, rnni.,,41. 44,, 

the similar increase of population of 25 
years ago. The problem of medical and 
hospital care for our older citizens is 
far more critical than after World War 
II and will increase by alarming propor
tions every year unless legislation like 
we are considering today is enacted into 
law in an effort to solve this problem 
of hospital and medical care for the 
elderly. 

The Rules Committee in reporting this 
bill out, has provided for 10 hours de
bate. H.R. 6675, very briefly, covers all 
persons over 65, with benefits com
mencing July 1, 1966, with one excep
tion. Up to 60 days of full hospital care 
Per illness, with patient paying only the 
frt 4.F m20o10dysfpst
frt$4.Fm20o10dysfps
hospital care in an affiliated facility for 
each spell of illness-this coverage to 
begin January 1, 1967. Outpatient diag
nostic services following payment of $20 
deductible. Posthospital home health 
services up to 100 visits per spell of ill
ness. Payments made directly to 
hospitals, and so forth. 

Voluntary supplementary plan: Coy
erage for all persons over 65 enrolling 

65.oIn exrchag for $366monsthly premc
um-$6 for a couple-enrollees will be 
covered for 80 percent of these additional 
services following payment of $50 an
nual deductible: physicians' and surgi
cal services, up to 60 days per illness in 
a mental hospital-180-day lifetime 
maximum-up to 100 visits per year for 
home health services without prior hos-
Pitalization, diagnostic tests, X-ray,
radium and radioactive isotope therapy,
ambulance services under limited con-

amendments as may have been adopted, and hospitals, provide money to educate 
the previous question shall be considered as students for the medical profession, or to 
ordered on the bill and amendments theretoexadmdclsrietomlinwh 
to final passage without intervening motionexadmdclsrietomlinwh 
except one motion to recommit with or with-
out instructions. 

Mr. MADDEN. Mr. Speaker, I yield 
30 minutes of my time to the gentleman 
from Ohio [Mr. BROWN], and at this 
time yield myself such time as I may 
consume, 

This rule makes in order H.R. 6675, a 
comprehensive bill dealing in detail with 
the manner in which to provide hospital
insurance, health benefit, and medical 

asisacefrh aedflk f u N-
tion. 

This legislation has been on the 
agenda of Congress, in one form or an-
other, for the last 20 years. The mem-
bers of the Ways and Means Committee 
are deserving of the highest commenda-
tion for the outstanding work they have 
done over the years to enact a Practical 
bill which will relieve theocrtitcal health 
Problem 'bf our older citizens. 

were suffering by reason of inadequate 
facilities, 

The bill we are considering today, if 
enacted into law, will be one of the great 
landmarks of progress taken by our Gov-
ermient in order to help carry out hu-
manitarian considerations which it owes 
to millions of older folks throughout the 
land who have devoted their lives to mak-
ing this Nation of ours the leader of the 
world.beoeMrh3,16,rastyrac 

FINANCES OF ELDERS 

In the last 20 years, the number of 
older people in our Nation has almost 
tripled. Now, 1 American in every
10 is in the older group and this num-
ber is increasing every year. Medical 
and hospital care is a serious problem 
for many Americans of all ages but the 
older folks are more helpless and have 
more health afflictions. Of the 18 mil-
lion people over 65, more than half have 
incomes of less that $1,000 a year. The 



6947 April 7, 1965 CONGRESSTONAL RECORD - HOUSE 
ditions, surgical dressings, rental of I do hope that the members of the 
durable medical equipment, and so forth. House remain on the floor and listen 
Plan to be administered by private com- to the'presentatiori of this legislation by
panies like Blue Cross. Benefits effective the members of the Ways and Means 
July 1, 1966. Committee, which held hearings on 

Financing of the basic plan will be medical legislation in every session of 
through an additional social security Congress for the last 15 or 20 years on 
tax applying equally to employees, em- Medicare legislation.
ployers and self-employed persons. Chairman MILLS and older members 

AMERICAN MEDICAL ASSOCIATION ELDERCARE of the Ways and Means Committee have 
During the 2 days hearing before the devoted many weeks and months to this 

Rules Committee several alternative problem and I do hope that every mem-
bills, amendments or changes were pre- ber will listen to Chairman MILLS when 
sented to the pending legislation. Thehe opens this debate after the House 

first 3 months of 1965, $290,000 was spent
for hospital, medical, and nursing home 
care for the elder citizens of Lake 
County. Lake County taxpayers will be 
relieved eventually of about $11 million 
in taxes annually when this legislation 
gets organized and in full operation.

In closing let me say that the greatest
testimonial for this legislation, coupled 
with the educational legislation passed 
several weeks ago, was the returns of the 
recent election of November 5, 1965. 
By a majority of over 15 million, Presi
dent Johnson and Vice President Hum-
PHREY won an unprecedented victory
and the principal plank in their platform 
was education and medicare. Dozens of 
new Members-freshmenl-are in Con
gress today, because the American people
have finally become informed on these 
two great national issues-education of 
our youth and hospital and medicare 
for our elder citizens. 

(Mr. MADDEN asked and was given 

Principal substitute was a bill sponsored
by the strategy board of the American 
Medical Association called eldercare. 
Under this proposal the AMA would let 
the individual States, who would accept 
a health program, pay half the costs and 
administer it themselves. Each State 
under this bill would decide whom to 
help, if any one and how much. This 
proposal is more or less an extension of 
the wholly inadequate Kerr-Mills legis-
lation passed by the Congress several 
years ago which has proven a miserable 
failure as far as a solution to the Nation's 
health problem is concerned. 

During this time nine States have ab-
solutely refused to pass any legislation
under the Kerr-Mills provisions. Out 
of the 41 States who have made any
effort under the Kerr-Mills law, only
7 States have anything like' ade-
quate programs and in these seven 
States some have omitted essential fac-
tars of hospital care for the aged. These 
seven States have omitted to provide any
uniform treatment of older people.
During this debate you are going to hear 

ealabot 
political department of AMA has carried 
on a multimillion-dollar campaign over 
the Nation through television,' radio,
mail and newspapers, misrepresenting 
the true facts about eldercare. In their 
propaganda they do not state that elder-
care is merely Kerr-Mills all over again
with a little window dressing to mislead 
the American People,

Taken on the basis of official Govern-
ment reports on the operation of the 
Kerr-Mills Program, if applied in all 5o 
States, It would enable a maximum of 
about 3 mIllion elder folks to qualify
for benefits. Around 16 million older 
folks would get nothing. 

The highly financed.political campaign
of the AMA strategy board so exagger-
ated and misrepresented the facts about 
eldercare that the gentleman from Flor-
ida, Congressman HERLONG, one of the 
two cosponsors of the eldercare bill, pub-
licly condemned the AMA committee for 
its overenthusiastic and misleading pro-
paganda. To quote Congressman HER-
LONG, he stated: 

For the AMA to give the impression it pro-
vides complete coverage is not so. 

a grat ederarebecusethe 

He also said: 
It just makes it available for the States to 

provide If they want to. 
I am not criticizing the thousands of 

physicians over the Nation who are not 
familiar with the true facts. Most of 
them are openly or privately supporting
the medicare bill and opposing the AMA 
eldercare Plan. 

goes into Committee of the Whole. 
Chairman MILLS testified before our 
committee that this legislation Is 100 
percent financially sound for the present
economic conditions in the Nation and 
that provisions in future financing were 
considered and incorporated into this 
legislation which will protect our social 
security system indefinitely into the fu-
ture. Several years ago there was a 
great deal of argument that the privatepemsintrvsead xedhs 
insurance industry could take care of this pemrmissint. evs)n etn i 
need for our elder citizens. When those rMark.)BONo ho M.Sekr 
arguments were surveyed, upon investi- yedmsl 0mnts 
gation it was found that thousands of y(ldMyse. 10Wminutes. edandwa 
aged as policyholders presented their (Menpr. isBRoWn tof Ohvioskedand waenhs
opposition because of so many unreliablegieprmsontrvseadxedhs
insurance companies throughout the Na-
tion cancelling insurance policies when 
extended illnesses occurred to the in-
sured. Many private Insurance com-
panies at that time experimented with 
combining their resources in order to of-
fer special plans to older citizens on ac-
count of the economic situation involved 
with so many older policyholders. This 
experiment was a failure,

The American people, during the last 
dozen years, have become educated and 
informed on the true facts regarding
medicare legislation. A nationwide poll 
was taken by the Harris people recently 
on Medicare legislation covering rank 
and file Americans and the return re-
vealed that the American people are for 
adeqluate medicare legislation by a mar-
gin of 2 to 1. 

A LOCAL TAX SAVING SILL 
Another angle connected with this leg-

islation which has not been discussed, 
is that millions of younger folks are indi-
rectly being benefited In that they can. 
use their small income for educational 
purposes instead of -leaving grade school 
or high school to work and provide hos-
pitalization and medical care for their 
parents. These younger folks will be 
given an opportunity to meet the prob-
lems of this advanced scientific age and 
be producers and taxpayers instead of 
eventually becoming members of the 
unemployed and thus becoming a prob-
lem eventually for Government aid and 
assistance. 

Another consideration that did not 
come out in the hearings has been the 
fact that the passage of this legislation
will save multimillions of dollars to the 
American taxpayer in local areas where 
they are financing county and city hos-
pitals, poor houses, welfare departments,
and other local agencies caring for sick 
and dependent elder citizens. This 
morning I telephoned the public welfare 
department in my district, Lake County,
Ind. They informed me that during the 

remarks.)
Mr. BROWN of Ohio. Mr. Speaker, 

my colleague on the Rules Committee, 
the gentleman from Indiana, devoted 
most of his time to a discussion of the 
bill, or what he understands may be the 
bill, and little tim-e to explaining the rule. 

The rule bringing this bill to the floor 
is a closed or a gag rule providing for 10 
hours of general debate and permitting
the offering of no amendments from the 
floor except those reported by the Ways
and Means Committee itself. It pro
vides for one motion to recommit, either 
with or without instructions. 

I have stood in this well many tinies in 
the past in opposition to the voting of 
closed or gag rules. I have the very firm 
conviction and belief that within the 
House of Representatives we have suff
cient judgment, wisdom, and ability to 
pass upon legislation, even in detail, at 
least as ably as the other legislative body 
across the Capitol, where there are no 
restrictions on the offering or considera
tion of amendments and no limit on the 
debate on such amendments or on the 
legislation itself. 

I wanit the RECORD to be made very
clear. In the Rules Committee when 
the question of a rule on this particular
bill, H.R. 6675, came up, I moved a sub
stitute for the motion of the gentleman
from Indiana [Mr. MADDEN], who had 
moved that we report the bill under a 
closed or gag rule and 10 hours of debate. 
I moved that we report the bill under an 
open rule which would give every Menm
ber of the House an opportunity to
offer any amendment, and a full OPPortu
nity for such amendments to be consid
ered and debated on the floor of the 
House. That motion was voted down. 

Then another motion was made as a 
substitute for the Madden motion, to 
provide that the so-called Herlong-Cur
tis bill should be considered in order as 
an amendment to the bill. That was 
voted down. 
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Then, finally, a motion was made to 

amend the motion of the gentleman from 
Indiana so that the closed or gag rule 
would provide for the offering and con-
sideration of H.R. 7057, the so-called 
Byrnes bill, with which Members are all 
acquainted, on the floor of the House, so 
that it might be discussed and debated 
section by section. That was voted down 
by a fairly narrow margin, 

We now have before us this rule, a 
closed, gag rule, which means that the 
House may not work its will and no 
Member may offer an amendment unless 
it has the sanction of the Committee 
on Ways and Means, except in the case 
of a motion to recommit, which is al-
ways reserved as a right to the minority.

Now, I do not know how much time 
my colleagues have devoted to studying 
this bill or how much attention has been 
given to it. I am sure my good friend, 
the gentleman from Indiana [Mr. MAD-
DEN], has studied it very carefully, but 
frankly I do not know all that is in this 
bill and I cannot answer all the ques-
tions that might be asked about it. I 
am not sure there is anybody in the 
House who can answer all of the ques-
tions that might arise in connection with 
this legislation. There are 296 pages in 
this bill. The report alone contains 264 
pages. I cannot help but wonder in my 
own mind as to why the great haste. 
We were asked to rush it through the 
Committee on Rules and it was rushed 
through the Committee on Rules with 
a. d~v n.nd a. hal1f nf hP~ri Pn. Tf. wtu, 
reported out of the Committee on Ways 
and Means as it is in its present form 
without hearings on many sections of 
the bill, some of them being the most 
important part of it. I cannot help but 
wonder why the haste. The Insurance 
and medicare provisions of this bill will 
not become effective until a year from 
next July. The increased benefits to 
those now on the social security rolls 
will be retroactive to last January 1. 
That is helpful and can be handled very
quickly and should have been handled 
last year. There is a great deal of mys-
tery to me about this bill, and why it 
is before us in its present form. I still 
do not lunderstand, and I have been in 
Congress for a long, long time all of 
these things that are going on. This is 
a great piece of m-achinery-this legis-
lative machine here on Capitol Hill-
and we have had this bill or a bill like it 
before the Committee on Ways and 
Means for a great many years. 

In fact, this particular type of bill has 
been before the Committee on Ways and 
Means since 1955. Year after year and 
Congress after Congress, the Committee 
on Ways and Means, substantially con-
stituted as it is now, has failed and re-
fused to report a medicare bill or to 
endorse the philosophy and the program 
that is outlined in this measure. Then 
suddenly the Committee comes out with 
a bill that covers the waterfront. As 
somebody described it, it provides for 
every situation from the cradle to the 
grave. 

As I understand it, there are three or 
perhaps four important 'divisions of this 
bill which we have to consider. Toward 

one part of the bill there is no argu-
ment. That is the part which I think 
everyone favors. It is the part that gives 
an increase of 7 percent across the board, 
with a minimum of $4 a month, as an in-
crease in social security benefits to those 
now on the social security rolls. It would 
enlarge the coverage to give greater pro-
tection to widows and children and to 
certain disabled persons. That section 
of the bill has a unanimous report from 
the committee, I believe, and perhaps
will in the House. 

Another section of the bill applies to 
hospital and nursing home care. This 
will be furnished under social security
and paid for by increased social security 
taxes. 

Another section of the bill will estab-
lish for the first time a new system of 
voluntary medical insurance, by which 
individuals over. 65, either by having $3 a 
month deducted from social security
benefits or by paying $3 into a Federal 
fund, can be protected against certain 
medical or surgical expenses and other 
expenses not covered by the medical care 
section of the bill, 

Finally there is another section of the 
bill which will not only increase social 
security taxes to a total of 11.2 percent, 
paid by the employer and employee
equally, but additionally will increase the 
amount of income taxable for social se-
curity purposes first to $5,600. and then 
to $6,600 per year in order to help finance 
this program.

The total program, as I understood 
the testimony before the Committee on 
Rules, would carry an additional cost of 
$6.2 or $6.3 billion. No one is certain in 
his own mind what the cost will be, be-
ciause it is now a matter of conjectures 
and estimates. 

The real debate and discussion sur-
rounding this bill in the Committee on 
Ways and Means and elsewhere is 
whether or not we should embark upon 
a new program of paying hospital and 
nursing home benefits through social se-
curity or whether it should be under 
some other, separate, system. 

The gentleman from Wisconsin [Mr.
BYRNES], the ranking member of* the 
Committee on Ways and Means, has 
sponsored a bill, H.R. 7057, which pro-
vides for all hospitalization, nursing 
home care, or medical and surgical care 
to be financed through a voluntary sys-
tem with a charge levied against the 
person receiving the benefit, and paid
partially out of the Federal Treasury 
rather than from the payrolls of the 
employers of the Nation. The bill will 
be offered not as an amendment, be-
cause this rule will not permit the of-
fering of any amendments, or debate 
except in a general way. It will be of-
fered as a motion to recommit. 

I suggest that careful attention be 
given to the bill itself, because it is a 
very involved piece of legislation. I also 
suggest close attention be directed to 
the motion to recommit. 

Mr. Speaker, let me say just one other 
word in conclusion. Today about one-
half of the case mail the average con-
gressional office receives deals with so-
cial security cases. If this bill is passed 

in its present form, because of its intri
cate and wide coverage, I predict here 
and now that we will need that fourth 
office building and additional staff just to 
answer the inquiries on social security 
matters. I can see ahead of us a great 
deal of inquiries from people who believe 
this legislation is going to give them 
benefits much greater thaan a careful 
study of the bill will convince you that 
it does give them. It does not give the 
people what they believe they are going 
to receive. 

I want the Members to listen carefully 
to the debate concerning the cost to 
the individual recipient, as well as the 
cost to the taxpayers for the two pro
grams. 

Mr. GROSS. Mr. Speaker, will the 
gentleman yield? 

Mr. BROWN of Ohio. I yield to the 
gentleman from Iowa. 

Mr. GROSS. Is the reason for this 
gag rule the fear on the part of the 
majority of the Committee on Ways and 
Means and the majority of the Coin
mittee on Rules that the House would 
improve the bill, or is it nortice to us that 
we are incompetent to deal with the 
bill? 

Mr. BROWN of Ohio. Well, I am 
never sure why some people insist on 
having closed or gag rules. I have never 
believed in them, and I will permit the 
gentleman from Iowa to judge for him-. 
self tlhe reason. 

Mr. Speaker, I yield such time as he 
may consume, to the gentleman from 
New York [Mr. Fmro]. 

(Mr. FINO asked and was given per
mission to revise and extend his re
marks.) 

Mr. FINO. Mr. Speaker, over the past
12 years, on numerous occasions, I have 
spoken on the floor of this House to urge
that we liberalize and humanize our so
cial security system. I have introduced 
bills which would accomplish these re
sults. While we have made progress in 
improving the system, I feel that we 
have not gone far enough in eliminating 
many unjust features still in the law. 

Today, this bill-the Social Security 
Act of 1965-is more than a milestone-
it is a landmark in the field of welfare 
and enlightened social security legisla
tion. We all know that this bill is long 
overdue, especially the section which 
provides health Insurance for the elderly.
The legislative process is often long, and 
the wheels have turned slowly in this 
case, but as a result we can be sure that 
a good, carefully drawn bill has been pro
duced. I will vote for it gladly with a 
relieved mind. I have been especially 
concerned about the problems of the 
elderly for many years. I know what a 
lengthy illness can do to precious, and 
essential savings. I know that too many
of our elderly citizens fear the first signs 
of illness, because they are afraid they
will not be able to pay the resulting bills, 
and will have to turn to some form of 
public assistance for relief. We owe the 
elderly more than this anxiety about 
their financial security, an anxiety which 
will increase as the cost of medical care 
rises. The Social Security Act of 1965 
will give our citizens over 65 some meas
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ure Of the economic security they de-
serve. 

The bill establishes two coordinated 
health insurance programs for persons 
65 or over. First, a basic plan, which 
will provide protection against the costs 
of inpatient hospital services, posthospi-
tal extended care, home health services, 
and outpatient diagnostic services. The 
bill Provides for a deductible which the 
patient pays, and limits the days of ill-
ness which will be covered by the plan in 
any spell of illness, 

This basic plan will be financed 
through a separate payroll tax and a 
separate Federal hospital insurance trust 
fund. Benefits for persons currently 
over 65 who are not insured under the 
social security or railroad retirement sys-
tems will be financed out of Federal gen-
eral revenues. 

The proposed Social Security Act also 
establishes a voluntary supplementary 
plan which would cover a substantial 
part of the cost of physicians' services 
and numerous other medical and health 
services. After an annual deductible of 
$50 has been paid by the patient, the plan
would cover 80 percent of the patient's 
bill, Individuals who enroll initially in 
the plan will pay premiums of $3 a 
month, which will be deducted where 
possible from their social security bene-

fits Thprposd 7perentacross-the-
fits. Thceapopsed 7nperenitswihias 

logical system. The bill provides a 7-
percent, across-the-board benefit in-
crease, effective retroactively beginning
with January 1965. Certainly this in-
crease is long overdue-social security 
benefits have fallen far behind the rising 
cost of living, in spite of the urgings of 
those of us who are aware that the aged
have not been allowed to share in our 
growing prosperity. My bill, H.R. 4774, 
provides for a 10-percent-across-the-
board increase in benefits. I feel that 
this would supply a much more adequate 
amount for the millions of beneficiaries 
who are barely able to meet the price of 
necessities with their present benefits, 

My bill H.R. 2606 would increase the 
minimum amount of monthly insurance 
benefit payments to $50 whereas the 
present Social Security Amendments of 
1965 would increase the minimum to 
only $44. It is hard to believe that any-
one could consider $44 a month a decent 
income. Certainly my bill is consider-
ably more realistic in providing a more 
reasonable sum for those who must try 
to live on their social security benefits, 

The Social Security Act of 1965 also in-
cludes a provision to provide benefits, at 
an actuarily reduced level, to widows at 
age 60. The justification for this is obvi-
ous: widows, often left alone when they 
are older and unable to support them-
selves because of a lack of modern skills,
nethinoehchoilscuty 

should be eliminated altogether. it pre
vents many well-qualified and eager men 
and women from holding any but the 

smallest kind of part-time job. Cer
tainly it is wasteful to prevent such val
uable human resources from working 
at what they are most suited for: retire
ment should be completely voluntary,
and social security benefits, which have, 
after all, been earned, should not depend 
on an arbitrary earnings income maxi
mum. 

For the past 10 years I have intro
duced a bill which would extend coverage 
to dependent brothers and sisters of an 
individual who dies fully insured. At 
present, these people, who are unable to 
support themselves and may be con
siderably older than the working mem
ber of the family, have no way of obtain
ing benefits if their sole means of sup
port dies. They must often have to turn 
to public assistance. It is unfortunate 
that an individual who supports his 
brother or sister has the added worry 
about what will happen to them if he 
dies. 

A long-needed reform of the social se
curity system has not been included in 
thsbll.tojiFedera empiloye shouldt beo 
alwdt ontesca euiypo 
gram: at present, they are discriminated 
aantfrn oia esn 
inDespite the above points, I am strongly 
n favor of the bill. It contains manyprovisions which I have suggested for 

many years. For 12 years I have in
toue il opoiefrtepy
metrofe childrns insurande benefits upay 

tae2o f thidey' ansreatteending tschool 
Ato presenifthildaren'stbenefitgscarecu 
off when they reach the age of 18. This 
prevents many of them from attending
college or vocational schools, or, in some 
instances when the mother is in finan
cial need, even finishing high school. 
Children of deceased, retired, or disabled 
workers would be included as long as 
they are full-time students in school. 
By age 22 the great majority of these 
children will hkve finished their educa
tion and will be ready to support them
selves. This change is certainly essen
tial if we are to succeed in the American 
ideal that every child shall have the best 
education for which he is suited. It has 
been estimated that 295,000 children will 
benefit under this provision in 1965. 

I am also pleased that cash Uips have 
finally been included in the definition 
of wages. This reform is long overdue; 
for years service workers, who receive a 
third or more of their income in tips, 
have been entitled to only relatively 
small social security benefits. This 
change will insure them benefits more 
comparable to their actual earnings in 
the years in which they were employed.
Employers, in determining wages, always 
take possible tips into account, and as a 
consequence the wage will be low. 

Many other provisions are worth 
noting. The.Federal share of payments 
under all State public assistance pro
grams is increased a little more than an 
average of $2.50 a month for the needy 
aged, blind, and disabled. The bill also 
removes the present restrictions on Fed
eral matching in public assistance pro
grams for needy individuals who are tu
bercular or psychotic and are In general 

boad icrese isalshic n bnefts ned te icom whch ocil scurty
contained in the bill would more than benefits wrould give them. However, my 
cover the monthly premiums for this vol- bill, H.R. 4169, would provide that a 
untary health insurance. The Govern- widow under retirement age may con-
ment would mateh the premium with $3__tinue to receive mother's insurance bene-
paid from general funds. To the great-7 
est extent possible, the benefits will be 
provided through contracts with carriers 
who will administer the program. A 
State would be able to buy into the plan
for its public assistance recipients who 
are receiving cash assistance. This, of 
course, would be an advantage both for 
the State and for the individuals con-
cerned. -measure 

Now that we have the bill before us we 
can see that dire warnings about spiraling 
costs were unfounded. The wage base 
will be increased to $5,600 a year begin-
ning January 1, 1966, and to $6,600 effec-
tive in 1971-a step many people have 
long advocated, and the increase in th6 
payroll tax rate for both employer and 
employees will only be one-half of 1 
percent until 1972, after that rising 
slowly until in 1987 the health insurance 
portion of the tax will be four-fifths of 1 
percent. This is certainly a reasonable 
cost for the increased benefits all of us 
will enjoy. 

We must pass this legislation without 
delay. Hearings have been held twice 
in the past few years, and certainly no 
bill has aroused so much support in the 
country as a whole. The aged are an 
increasing proportion of the Population-
their problems will be the problems of 
all of us, unless something is done to help 
them. This legislation moves many 
steps in the right direction. 

However, I have been disappointed that 
the bill has not included a general re-
form of the social security system. Cer-
tainly I support the changes which have 
been made. But I would go a great deal 
farther along the path to an equitable, 

I also suggest that it is time that the 
retirement age was lowered to keep up 
with the demands of our modern econ-
omy. The unemployment rate remains 
comparatively high, and many young 
men and women just out of school are 
unable to find jobs. Men and women 
over 50 sometimes need to retire: their 
health is not good, or they have other 
pressing reasons why their jobs have be-
come too much for them. It is only
logical to provide for these different 
needs. My bill, H.R. 1693, would give 
full benefits to men at age 60 and women 
at age 55.* 

At the very least, I feel that we should 
eliminate the penalty-the actuarily re-
duced benefit-which prevents many men 
and women who would be helped by re-
laxation of retirement from leaving their 
jobs at age 62. Just this small step, 
which would be relatively inexpensive;
would have a beneficial effect on our en-
tire economy. 

The bill liberalizes the social security 
earned income limitations so that the 
uppermost limit of the band of $1 re-
duction. in benefits for $2 in earnings
is raised from $1,700 to $2,400. Although 
this is a change for the better, I have 
urged that the 50-called retirement test 

fits at a reduced rate even though none 
of her children are under 18. This would 
especially benefit those widows in their 
late forties and fifties who have spent 
their time and energy raising a family,
and then are suddenly left without any
other income than their comparatively 
young children can provide. It seems 
only fair to provide these women with a 

of economic security. 
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medical institutions. This should help 
both the individuals and the hospitals 
involved, 

The Social Security Act of 1965 also 
improves and extends the Kerr-Mills 
program. The bill would establish a 
new title of the Social Security Act to 
extend the advantages of an expanded
medical assistance program not only to 
the aged who a-re indigent but also to 
needy individuals or the dependent chil-
dren, blind, permanently and totally dis-
abled programs and to persons who 
would qualify under these programs if in 
sufficient financial need. Kerr-Mills 
has been found to be a useful way to pro-
vide for the basic medical needs of peo-
ple who desperately need financial help.
This section of the 1965 bill would make 
medical assistance available to more 
people who need it. 

These social security amendments will 
indeed have far-reaching effects. They
will improve the living conditions of 18 
million beneflciaries; they will begin the 
vitally important task of providing
health insurance for all aged Americans, 
whatever their financial conditions. 
With the passage of this bill we will be 
facing up to the economic realities of 
our time and adding a measure of se-
curity to our social security system
which is in line with those realities. At 
the same time we will be helping to re-
lieve the consequences of tragedy in mul-
lions of American homes. I am happy 
to support this bill, 

Mr. BROWN of Ohio. Mr. Speaker, 
I yield 5 minutes to the gentleman from 
Missouri [Mr. HALL]. 

(Mr. HALL asked and was given per-
mission to revise and extend his re-
marks.)

Mr. HALL. Mr. Speaker, I am appear-
ing before this House as a physician in 
the Congress to avoid an act of omission, 
to point out that the rule, House Resolu-
tion 322 making in order H.R. 6675, as 
has been stated by the gentleman from 
Ohio [Mr. BROWN], has no proved need, 
but at the same time realizing the facts 

Mr. Speaker, it is an error to stand 
here and quote Whitaker and Baxter as 
the AMA consultant public relations 
specialists since, indeed, they have not 
worked for the AMA nor been retained 
by it in any manner or means since the 
Wagner-Murray-Dingell bill of 1947. 
We are this out of date in some of the 
statements and the acts of collusion 
about this organization which, indeed, 
has been refused television rights in its 
expression and its desire and its own way 
to get to the public the hoax of the 
political promise which, indeed, made the 
administration itself realize that it could 
not live with the promise of H.R. 1 made 
before election time, 

This service was rendered, and prop-
erly so, by organized medicine. I will 
leave to the author of the Kerr-Mills. 
Act the statement that only seven States 
have joined in putting that through 
their State assemblies. Surely that will 
be corrected to the figure of 44 States 
and Territories of our 54 of same, now 
participating in one degree or another 
in the existing law of the land, the Kerr-
Mils Act. This has been done in spite
of opposition from Federal agencies and 
with the support of medicine and in-
surors. 

The bill now before this House is a 
bill that was produced in executive ses-
sion. No public hearings were held in 
the 89th Congress, thus denying the 
public and Members of Congress the 
opportunity to become familiar with this 
multipaged bill and the report thereon, 
Even though the administration bill 
cannot be implemented. without the co-
operation of physicians, this bill was 
drafted with no regard for the opinions 
and comments of those who will be ex-
pected to furnish services, 

The hospital, State, and Federal eval-
uation and control committees cannot 
work without the wholehearted and in-
terested support of the organizations
and persons most expertise in patient-
hospital turnover, and most shunned In 
developing this hodgepodge bill. 

vides service benefits in lieu of cash bene
fits. 

Are we to tell the people of America, 
the senior citizens, that they are not 
capable of determining this matter as 
against a ribbon clerk here in Washing
ton? The result will inescapably be 
third-party intrusion in the practice of 
hospitalization and medicine. The phy
sician's judgment would be open to quess
tion by others, not responsible for the 
patient's well-being. His diagnostic and 
therapeutic decisions would be subject to 
disapproval by those controlling the ex
penditure of tax money.

The abuse factor will fill hospital beds, 
and private patients will be deified or de
layed in admission to the end that wait
ing lists will build up, and another costly
crash program of hospital construction 
will ensue. 

As physicians and health facilities be
come more and more subject to interven
tion in their work by Government em
ployees, a decline of professionalism will 
be certain. 

America today has the finest physi
clans in the world, a fact frequently
demonstrated over the last decade when 
the Nobel Prizes have been handed out, 
by your life expectancy, by those seeking 
graduate training in this country, or the 
Anthony Edens, the Dukes of Windsor, 
the Grace Kelly Rainiers, and many
others who come here for medical and 
surgical care. 

This is not merely a controversy over 
whether Federal Government should tax 
one group of citizens to provide health 
care benefits indiscriminately, regardless
of need, to another group. This Is not 
merely a ~disagreement over the best 
means of providing health care for our 
older citizens. Rather, this conflict is 
testing whether art and 'science of medi
cine will be permitted to grow and 
flourish in freedom, and competitively, or 
whether progress in medicine will be 
stunted and shriveled by an excess of 
Government control. Its adoption would 
be another downward step toward loss 

of life and the weight of the Congress toofredmfchie 
object to no amendments and no points For the same reason-that is, closedofredmfchi. 

hofodrfo lo.hearings-I object to a closed rue As It is not the doctors who will sufferof oderfro th flor.badas t ma beto rit leisltio on under this bill, insofar as their economic 
Furthermore, I urge support of the mo-

strike all aferomthe enathingtrclaunse and 
btring backafoerthitheaeactsubstitute HaRd 
7057. 

7057 
Now, Mr. Speaker, the speculation of 

the gentleman from Indiana and his non-
valid personal opinion concerning many 
matters other than the rule before us are 
old saws, worn red herrings being drawn 
across the trail, that hardly deserve the 
dignity of acknowledgment. But I sub-
mit that this is not the time when we 
should use the whipping boy of various 
organizations to bring the physiognomy
and visage to a state of "color rubra" by 
our various expressions in an effort to 
kick or knock down legislation that will 
change the state of the Nation. 

Mr. Speaker, the majority have the 
power in this Congress to do that which 
it wishes and there is no argument about 
that. So let us not batter again the old 
worn image of the physicians of America 
who simply want to take care of people
in the best possible way for those people, 

bad asoritmay betorter legislyato onll standing Is concerned; physicians' in-
weighted, and-yes, prejudiced-logic- come would probably be more assured,
tight group, not less, if the administration's bill is en-

ThiskHousehistconsideringtatruleHfor acted. It is principle, freedom, research,Ths Huse s cnsierin a uleforand private insurers who will suffer. 
10 hours of debate. This is a serious 
matter, and change of the entire con-
cept of medicine for our Nation is at 
hand. 

Recent polls prove the people are un-
aware of the bill's content and at least 
these debates will be followed by the 
news media and the people as the House 
works its will, 

I would have preferred, and did urge
before the Committee on Rules, a rule 
for 20 to 30 hours of debate equally dis-
tributed, for full discussion and en-
lightenment here and across the Nation. 

Mr. Speaker,. the basis for quality
medical care is the voluntary relation-
ship between the doctor and patient.
This would begin to disappear as the 
Government supplants the individual as 
the purchaser and provider of health 
services. For the first time this bill pro-

The substitute bill, H.R. 7057, is a vol
untary approach to the problem, and it 
will insure the retention of the high
quality of medical care for which Amer
ica is better known than any other na
tion on earth. 

Mr. Speaker, for the reasons and con
siderations stated I strongly believe the 
resolution should be voted down. 

Mr. MADDEN. Mr. Speaker, I yield 5 
minutes to the gentleman from New York 
[Mr. KEOGH].

(Mr. KEOGH asked and was given per
mission to revise and extend his re
marks.) 

Mr. KEOGH. Mr. Speaker, this is a 
day which many of us have long awaited. 
This date will take an historical place
in the annals of constructive legislation
enacted by the Congress in this century.
Just as is true of all the great social 
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advances which have been accomplished,
it has taken a number of years and much 
energy and effort to reach this point. It 
has, indeed, taken the sincere and per-
severing efforts of many outstanding 
men and women, 

This momentous and historical legis-
lation which we are about to consider is 
a monument to the brilliance, the wis-
dom, the leadership and, indeed, the out-
standing statesmanship of the great and 
learned chairman of our Committee on 
Ways and Means, the gentleman from 
Arkansas. From its inception in 1789,
the Committee on Ways and Means has 
been chaired by many truly able and 
dedicated men, but I can say with con-
fidence and comfort that that great com-
mnittee has never had a greater-and more 
able or more dedicated chairman than 
the gentleman from Arkansas, WILBUR 
DAiGn MILLS. 

I constantly marvel at his displays of 
truly brilliant qualities of statesmanship,
and In this bill which will take its place
alongside the original Social Security Act 
we have another example of what can be 
accomplished by such a dedicated and 
able legislator, 

Those of us who have been privileged 
to sit by his side on the Committee on 
Ways and Means during the past months 
and years are deeply aware of those 
qualities which make him such a leader. 
It is only through this experience, per-
haps, that one can really appreciate the 
many seemingly insurmountable prob-
lemns through which he has guided the 
committee to acceptable and sound solu-
tions. The legislation which we will con-
Sider is illustrative of this point. With 
such leadership the Nation is in sound 
hands. 

Mr. Speaker, may I pay a highly de-
served tribute to the ranking Democrat 
on the committee, the gentleman from 
California, our colleague [Mr. KING],
who has been in the forefront of the 
fight for adequate medical care for our 
senior citizens for many years. In addi-
tion to earlier measures, he sponsored
H.R. 4222 In the 87th Congress, H.R. 
3920 in the 88th Congress, and H.R. 1 in 
this Congress, bill numbers which are 
familiar to all who have Interested them-
selves in this subject. He deserves the 
highest commendation and gratitude of 
all of us. The bill which will undoubtedly 
pass tomorrow by an overwhelming ma-
jority will be a tribute to the deep and 
sincere compassion of the gentleman
from California for the needs of our sen-
ior citizens, 

Mr. Chairman, may I also observe that 
many members of, the Committee on 
Ways and Means made meaningful con-
tributions to the development of H.R. 
6675. This bill is representative of the 
legislative process. Its many provisions
bear the marks of those who have studied 
long and assiduously the many facets of 
the problems Involved. To my colleagues 
on the committee I express my appre-
ciation for the very fine contributions 
which they have all made to this legisla-
tion. 

Finally, we would not be here mechan-
ically or so well prepared, Mr. Speaker, 
were It not for the devoted dedication to 
'duty of the chief counsel of the Commit-

tee on Ways and Means, Leo H. Irwin,
the assistant chief counsel, John X,
Martin, Jr., the minority consl Wil-
11am H. Quealy, and our special assistant 
with respect to this bill, from the Library
of Congress, Fred Arner. 

Mr. Speaker, much has been said of 
the time consumed in the hearings be-
fore the Ways and Means Committee. 
Let it be noted in the RECORD at this 
point that in this and the 4 preceding
Congresses the Committee on Ways and 
Means has held public hearings compris-
ing 46 days, at least 641 witnesses who 
appeared in person and were subjected 
to cross-examination and whose testi-
mony has been reduced to 13 volumes, 
comprising some 7,607 pages. Many
hundreds of additional statements were 
submitted for these printed records. 

In addition thereto, the Committee on 
Ways and Means has consumed at least 
77 days-both morning and afternoon-
in executive session during this period on 
this subject.

I would point out in addition, Mr. 
Speaker, we have available on the coin-
mittee table and In this Chamber 2 
volumes of printed executive hearings
conducted in this session comprising
nearly 900 pages of the testimony of rep-
resentatives of such groups as the Ameri-
can Hospital Association, American 
Medical Association, Blue Cross, Blue 
Shield, the insurance industry, and so 
forth. 

So, Mr. Speaker, when the House 
adopts the pending resolution, which it 
most certainly will, the Committee of 
the Whole will, in my opinion, witness a 
debate in the finest traditions of the 
House, which debate will be dominated 
by the towering figure of the greatest
legislative master of them all, the gentle-
man from Arkansas, and in which he will 
be joined by the seemingly confident, ob-
viou1Sly conscientious, but fortunately
outnumbered minority led by the tal-
ented gentleman from Wisconsin. 

Mr. Speaker, on the morrow, too, when 
the evening shadows lengthen, as life has 
for so many millions of our elder citizens, 
this bill will pass, and to and of your
House, Mr. Speaker, those millions of 
grateful Americans will say, "Well done;
well done." 

Mr. MADDEN. Mr. Speaker, I yield
10 minutes to the gentleman from Flor-
ida [Mr. PEPPER]. 

Mr. BOGGiS. Mr. Speaker, will 4he 
gentleman yield?

Mr. PEPPER. I yield to the gentle-
man. 

Mr. BOGGS. Mr. Speaker, before the 
distinguished gentleman from Florida 
begins his statement, I-would like to say
that the gentleman from New York [Mr.
KEOGH] made a very fine statement and 
he passed out some well-deserved'credit 
to this magnificent piece of legislation,
He, of course, was modest and not able 
to tell of the very, very significant role 
he has played over the years in bringing
this legislation about. I know of no 
man who has worked harder or diligently 
or more effectively and more ably on this 
legislation than the gentleman from New 
York [Mr. KEOGn]. 

Mr. PEPPER. Mr. Speaker, the poet
Browning said: 

Grow old along with me!

The best Is yet to be,

The last of life, for which the first was made.


Mr. Speaker, what this House I believe 
will do within the next 2 days will con
-tribute much to the realization of that 
poetic dream. 

Within the last 2 weeks, Mr. Speaker,
this House shall have made history in 
the passage of a bill opening doors of 
educational opportunity far exceeding
anything ever known in this blessed 
land; and I hope by the end of tomorrow, 
we will have enacted this legislation
which will remove the specter of fear 
of illness from the 19 million citizens of 
our country 65 years of age and over 
and remove the concern from the hearts 
of their children that a 60-day hospital
ization would-if it did not jeopardize
their very homes-probably exhaust 
their savings and impose upon them in
debtedness burdensome for years ahead. 

We all know, Mr. Speaker, that the 
income of the senior citizens of this 
country is much below the income of 
younger people, active in their occupa
tions and earnings. For example, only
about 20 percent of the aged have suf
ficient incomes to pay income tax. Of 
the aged who are on social security, all 
but about one-fifth rely on social secu
rity benefits as their major source of con
tinuing retirement income. 

In respect to assets, the picture is no 
more favorable. The average financial 
assets such as bank accounts, securities 
and the like, liquid assets, are of no sig
nificant value as far as the senior citi
zens are concerned. 

In 1962, half of the aged couples of 
America had financial assets of less than 
$1,350 and half of the nonimarried aged
had less than $400 of financial assets. 

Now, Mr. Speaker, if one of these 
senior citizens with that inadequate in
come and with that kind of financial 
assets had to go to a hospital for 60 
days--who would pay the bill? They do 
not have the money. It is not currently
available from any other public source 
except the charity of the cities and 
counties and private institutions and 
private individuals and relatives of these 
senior citizens. 

In my own district, the story was told 
me a little while ago of a son going into 
the home of his aged mother. When he 
approached the front door he could hear 
her gasping for breath. He rushed in. 
It was the aftermath of a recurrent 
heart attack and he said, "Mother, I 
must rush you to the hospital." 

In her faltering way she said, "I do 
not have the money to go to a hospital."
He said, "Mother, they will take you at 
Jackson Memorial Hospital and in the 
hospital You will be provided for." She 
said, "I do not want to be a charity
patient in Jackson Memorial Hospital."
And that faithful son said, "All right,
Mother, MY wife and I will mortgage our 
home to keep you out of a charity ward 
and to give -you the hospital care which 
you require."

Imagine how light will be the hearts 
of the senior citizens of America, as a 
resJlt of having the assurance that 
without burdening their children, with
out being charity patients in local hos
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pitais, without having to rely upon the 
bounty of their children or their 
friends, they can go to a hospital for 60 
days for one spell of illness, under this 
bill, and get the care that they require.

We have not only provided that assur-
ance of hospital care for 60 days for each 
spell of illness, which may be repeated, 
upon the certificate of a physician, after 
a lapse of another period when- they have 
been out of the hospital, another 60 days,
and so on, as long as their health needs 
require. But this bill goes further and 
for the first time provides medical serv-
ices also for those over 65 who are ill. 

How will that medical service be paid
for, primarily? Those who are retired, 
drawing social security benefits, will get 
a minimum of $4 per month under this 
bill, under the 7 percent across the board 
increase in their social security bene-
fits; so they will get more than $3. If 
they will voluntarily enroll for medical 
care under this bill, the Government will 
withhold $3 it otherwise would give the 
individual, match that with another $3, 
and buy a $6 a month medical insurance 
policy to cover the individual, giving
surgical services, medical services, diag-
nostic and therapeutic services, home-
care treatment and attention and other 
benefits. 

What a wonderful package it is, there-
fore, that we will make available to the 
senior citizens of this land. 

There will be an attack, as there have 
been attacks in the past, upon the pay-
ment of these social security taxes by 

that they are either neglected or forgot-
ten. I feel that this bill does honor and 
does justice to the mothers and fathers 
of America. 

The rule is fair. I hope it will be 
adopted and that by the end of tomor-
row this monmuiuiental legislation will 
become another of the glorious acts of 
this great House. 

Mr. MADDEN. Mr. Speaker, I move 
the previous question.

The previous question was ordered, 
The SPEAKER. The question is on 

the resolution. 
The question was taken and the 

Speaker announced that the ayes ap-
peared to have it. 

Mr. HALL. Mr. Speaker, I object to 
the vote on the ground that a quorum is 
not present and make the point of order 
that a quroumn is not present. 

The SPEAKER. The Chair will 
count. [After counting.) Two hundred 
and eighteen Members are present, a 
quorum. 

Mr. HALL. Mr. Speaker having exer- 
cised due process, I wish to do the same, 
and I now demand the yeas and nays.

The yeas and nays were refused, 
The SPEAKER. The question is on 

the resolution. 
The resolution was agreed to. 
Mr. MILLS. Mr. Speaker, I move 

that the House resolve itself into the 
Committee of the Whole House on the 
State of the Union for the considera-
tion of the bill (H.R. 6675) to provide a 
hospital insurance program for the aged 

single package or previously reported by
the Committee on Ways and Means. 

It is significant, however, Mr. Chair
man, that the bill, H.R. 6675, contains 
all except one of the provisions that were 
in the bill last year that was reported 
from the committee providing for social 
security amendments and which the 
House Passed by an overwhelming vote, 
as I recall, with only eight Members vot
ing against that bill. At that time the 
committee thought it advisable to include 
a provision to permit firemen and Police
men under existing State and local gov
ermient pension plans so they could 
elect among themselves to come under 
social security. That provision was 
stricken by Senate action in the Finance 
Committee as it considered the bill last 
year and is not in this year's bill. 

Mr. Chairman, after we met with the 
other'body in conference, we felt it was 
advisable for us not to include the provi
sion this year on the basis of the feeling
that prevailed within the conference on 
that matter. But with that sole excep
tion everything that you Members who 
were here last year and who returned to 
this Congress voted for in the social se
curity amendments of last year is con
tained in this bill. 

Mr. Chairman, I say there is material 
in it that was not in that bill. There 
is material in it this time that apparent
ly is more controversial in nature than 
the material that prompted all Members 
of the House last year, save eight, to 
vote for the bill.

I believe with respect to that material
which is in the bill, however, there seems 
to be more misunderstanding and more 
general statements of disapproval with
out foundation and fact than we want to 
permit to continue af ter we discuss the 
bill through these 10 hours of general
debate. 

Let me point out, Mr. Chairnan, very
briefly what some of the provisions are 

orkrs.Butthefigresunderthe ouner the Social Security Act with a
thewtyounge workeerys.nBut thefiurlesi supplementary health bene~fits program
thshownthat out ofas senior couples~ and an expanded program of medicalever 
this co ountryhsitlo at least onecfteopes
haitnt reainnto hopials foretweleatione-
ment and death, and the avenage has-
pital cost is $600 to such an individual. 
This is more than the average any
worker will ever pay.

So the children of the senior citizens, 
the Mothers -and fathers of America, will 
have assurance that the budren of that 
60-day illness of their parents, or what-
ever it may be, will not be upon them 
and that they will have their principal
hospital and medical expenses provided 
for when they reach age 65. 

Mr. Speaker, there are things which 
reman tobereant edn.We do not Provide 

in this bill for the aged chronically inl, as 
th omte elrcgie.I hope

that Will be one of the challenges of the 
future, and that we may find a way for 
those who have to stay in a hospital or 
a nursing home for a longer time than 
allowed by this bill will be succored while 
in that period of illness and confinement. 

Mr. Speaker, in this legislation we 
deal with nothing less precious than the 
lives and the health, not to speak of the 
happiness, of the mothers and fathers 
of our land. One of the commandments 
says "Honor thy Flather and thy Mother" 
I know of no way we can better honor the 
fathers and the mothers of America those 
who have borne the burdens of a genera-
tion, faced or been willing to face the 
enemy in war, borne the problems of a 
nation in peace, and developed a mighty
land than to provide a Program so that 
they will not feel, when they come to the 
end or almost the end of the day of life, 

assistance, to increase benefits under the 
old-age, survivors, and disability insur-
ance system, to improve the Federal-
State public assistance programs, and 
for other purposes.

The motion was agreed to. 
IN THE COM~fl'l'E OF THE WHOLEC 

Accordingly, the House resolved Itselfwihnteblmsofhchdnt 
into the Committee of the Whole House ivolve any controversy whatsoever, for 
ofl the State of the Union for the con- that ofthedstinguvishedsg rentemn froml 
sideration of the binl H.R. 6675, with Mr. Wisconedsin i[M.uBYhed ientroducedro 
DINGELL in the chair.Wicnn[M.BRE] ntoue 

The Clerk read the title of the bill. last week In his name that were not con
B3Y unanimous consent, the first read-trvsilnthWasndMnsCm 

Ing of the bill was dispensed with,
dne.InMr. MILLS. Mr. Chairman, I yield
Myself 15 minutes. 

Mr. Chalrman, we are beginning the 
consideration, in Committee of the 
Whole, of H.R. 6675, a binl reported by
the Conmmittee on Ways and Means after 
consideration this year of many, many
days in executive session involving a sub-
ject matter that has been before the com-
mittee for a number of years, a subject 
matter on which the Committee on Ways
and Means has conducted over the course 
Of that time more days of public hear-
ings than on any other matter within 
the jurisdiction of the Committee on 
Ways and Means in the same period of 
time. This was pointed Out by the gen-
tleman from New York [Mr. KEOGH],
during the debate on the rule a few min-
utes ago, 

Mr. Chairman, the bill, H.R. 6675, in-
volves some matters that have not been 
in bills submitted in Prior Years to the 
Committee on Ways and Means as a 

mittee itself to any great extent. 
bringing to you the contents of thisbill permit me to divide the bill into four 

prs o aho hs orprscn 
stitutes a separate subject matter for a 
monumental bill within itself. 

These four parts are, first, the part
dealing with the medical care of our 
elderly citizens; second, the Part deal
ing with maternal and child health, 
crippled children, and mentally retarded 
programs; third, the part revising and 
improving the benefit and coverage pro
visions of the old-age, survivors, and 
disability insurance Program and, 
fourth, the Part improving and expand
ing the public assistance programs
themselves. 

Now, let us return to the first of these. 
What, in a brief way, is the committee 
bill proposing to do with respect to 
health insurance and medical care of 
those over 65? The bill divides in that 
respect into three parts. There is with-
In -the bill what we have called a basic 
Plan providing Protection against the 
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cost of hospital and nursing home care, 
financed through a separate payroll tax 
and using a separate trust fund. 

The Proposed basic hospital insurance 
would be provided-on the basis of a 
new section in title II of the act-for 
People aged 65 and over who arc en-
titled to monthly social security benefits 
or to annuities under the Railroad Re-
tirement Act. In addition, people who 
are now aged 65 or will reach age 65 
within the next few years and who are 
not insured under the social security or 
Tailroad programs would nevertheless 
be covered under the basic plan. In 
July 1966, when the program would be-
come effective, about 17 million people 
aged 65 and over who are eligible for so-
cial security or railroad retirement bene-
fits, and about 2 million aged who would 
be covered under a -special transitional 
provision, would have the proposed basic 
hospital insurance, 

Included under the special provision 
would be all uninsured people who have 
reached 65 before 1968. As to persons
reaching 65 after 1967, they would have 
to have the quarters of coverage that are 
indicated in the following table: 

Quarters of coverage required for OA"SI cash 

Benefits would be payable for covered 
hospital and related health services fur-
nished beginning July 1, 1966. Posthos-
pital extended care benefits would be 
effective January 1, 1967. 

The second part of the medical pack-
age provides for a voluntary supple-
mentary program providing and making 
available money for the Payment of 
physicians' fees and other medical and 
health services, which would be financed 
through a small monthly premium paid 
by the individual, equally matched by an 
amount from the general funds of the 
Treasury of the United States. 

The voluntary supplementary plan
would provide protection that builds upon 
the protection provided by the hospital 
insurance plan. It would cover physi-
clans' services, additional home health 
visits, care in psychiatric hospitals and a 
variety of medical and other services not 
covered under the hospital insurance 
plan. The beneficiary would pay the 
first $50 of expenses he incurs each year 
for services of the type covered under 
the plan. Above this deductible amount, 
the plan would pay 80 percent of the 
reasonable costs in the case of services 
provided by an institution or home 
health agency and 80 percent of rea-

bnceft ascmae ohsna nu-sonable charges for other covered serv-

The third part of this medical package 
results from the thinking in the Ways
and Means Committee last year and 
largely consists of the tentative deci
sions that were taken at that time for 
drafting purposes within the committee. 

That has to do with the expansions 
and improvement of the existing pro
gram of medical assistance for the aged. 
We have made very material improve
ments within that program, permitting
the States to continue to provide better 
benefits to more needy people and per
mitting the Federal Government to as
sist the States with respect to the financ
ing of these benefits. 

We have made provision, Mr. Chair
man, within the framework of that pro
gram, to assist the States not only with 
respect to the medical problems of those 
who are 65 and over, but we have made 
provision to help them with respect to 
the costs of the medical expenses for 
the blind, for the disabled, and for fam
ilies with dependent children. These 
are now provided In some form or other, 
and under varying formulas in some 
five titles of the Social Security Act. 
We have grouped those Into one pro
gram, and we place that in the new title
of the Social Security Act, title XIX. 

The provision of medical care for the 
needy has long been a responsibility of 
the State and local public welfare agen
cies. In recent years, the Federal Gov
ermient has assisted the States and 10
calities in carrying this responsibility by 
participating in the cost of the care pro
vided. Under the original Social Se
curity'Act, it was possible for the States,
with Federal help, to furnish money to 
the needy with which they could buy
the medical care they needed. Since190hsau 
190 the Social Security Acthaau 
thorized participation in the cost of 
medical care provided in behalf of the 
needy aged, blind, disabled, and depend
ent children-the so-called vendor pay
ments. This method of providing care 
has proved popular with the suppliers 
of medical care, the agencies administer
ing the programs, and the recipients 
themselves. 

Several times since 1950, the Congress
has liberalized the provisions of law un

which the States administer the 
program of medical assist

ance for the needy. The most significant
eatetwsi 9Gwe h er 
Mills medical assistance forthe aged pro
gram was authorized. This legislation 
offers generous Federal matching to en
able the States to provide medical care 
In behalf of aged persons who have 
enough Income for their basic mainte
nance but not enough for medical care 
costs. This program has grown to the 
point where 40 States and 4 other juris
dictions have such a program and 227,
000 aged were aided in December 1964. 
Furthermore, medical care as a part of 
the cash maintenance assistance pro
grams has also grown through the years 
until, at this time, nearly all the States 
make vendor payments for some items 
of medical care for at least some of the 
needy. 

H.R. 6675 Is designed to liberalize the 
Federal law under which States operate 

______-______-______ices, 

Men 

Yage 6attaiopialnsHopia 
-- insurance 

1967 or before ---- 6-16 0 
1968------------ --- 17 6 
1969----------------1is 9 
1970---------------- 19 12 
1971---------------- 20 1s 
1972---------------- 21 1s 

Women 

insurance 

6-H3 0 
14 e 
1services. 
16 
17 

12 
is 

18 (') 

with 20 percent being paid by the 
beneficiary,

Benefits under the supplementary 
plan would be provided for: 

First. Physicians' services, including 
surgery, consultation, and home, office, 
and institutional calls. 

Second. Medical and other health 
These would include: 

sr 
(~a) Diagnostic X-ray and laboratory

tests and other diagnostic tests;
1973 ---------------- 22 21-----------------()Xryraictv
1974---------------- 23 (1 ----------

ISame as OAS1. 

As Indicated in the table, by 1974 the 
quarter coverage required for cash bene-
fits and hospitalization insurance bene-
fits will be the same and the transitional 
provision will phase out. 

Together, these two groups comprise 
virtually the entire aged population,
The persons not protected would be Fed-
eral employees who retired after July i, 

()Xry radium, andraictv 
isotope therapy; 

(c) Surgical dressings, splints, casts, 
and other devices for reduction of frac-
tures and dislocations; 

(d) Rental of durable medical equip-
ment, such as iron lungs, oxygen tents, 
hospital beds, and wheelchairs; 

(e) Prosthetic devices (other than 
dental) which replace all or part of an 
internal body organ; 

muac evcswt nfIita-

cpmne under the liberal provisions of the 
Federal Employees Health Benefits Act 

o 199Otesecue wolbe 
aliens who have not been residents of the 
United States for 10 years and certain 
subversives, 

Currently, 93 percent of the people 
reaching age 65 are eligible for benefits 
under social security or railroad retire-
ment and this percentage will rise to 
close to 100 percent as the program ma-
tures. Thus, over the long run virtually 
all older People will earn entitlement for 
the proposed hospital insurance, 

Persons entitled to benefits under the 
hospital insurance plan would be eligible 
to have payments made for inpatient 
hospital care and for important addi-
tional benefits covering posthospital ex-
tended care, posthospital home health 
services, and certain outpatient hospital 
diagnostic studies, 

No, 62-2 

1960 an hav o hatins;dertheopprtunty
1960 an hav oha tins;State-Federaltheopprtunty

(g) Braces and artificial legs, arms, 
and eyes. 

Third. Inpatient psychiatric hospital 
services for up to 60 days during a spell
of Illness--subject to a lifetime maxi-
mum of 180 days. 

Fourth. Home health services for up 
to 100 visits during a calendar year-
without a requirement of prior hospitali-
zation. 

The $50 deductible would be applied on 
a calendar year basis, except that ex-
perises the Individual incurred in the 
last 3 months of the preceding calendar 
year would be counted as satisfying the 
deductible if they had been counted to-
ward the deductible in that year. This 
special carryover provision would avoid 
requiring persons with substantial costs 
at the end of 1 year to meet the deductible 
perhaps early in the next year as though 
they had had no prior bills. 



6954 CONGRESSIONAL RECORD - HOUSE April 7, 1965 
their medical assistance programs so as 
to make medical services for the needy 
more generally available. After an In-
terim period ending June 30, 1967, all 
vendor payments for medical care, in-
ciuding medical assistance for the aged,
would be administered under the provi-
sions of the new title. Until June 30,
1967, States might continue operating
under the vendor payment provisions of 
title I, old-age assistance and medical 
assistance for the aged; title IV, aid to 
families with dependent children; title 
X, aid to the blind; title XIV, aid to 
the permanently and totally disabled; 
and title XVI, the combined adult pro-
gram, or if they wish, they might move 
as early as January 1, 1966, to the new 
title. Programs of vendor payments for 
medical care will continue, as now, to be 
optional with the States. 

I will pass to the second part of the bill 
as we have divided it this morning for 
the purposes of discussion. That has to 
do with services for the mentally
retarded, and for the maternal and child 
health and crippled children's programs.
There we have added to the amount of 
money that we will provide the States 
from the Federal Treasury to assist with 
respect to these problems of our children, 

The third part of the bill dealing with 
amendments and improvements of the 
Federal old-age, survivors, and disability
insurance program again has to be 
broken down, for there are several very
important amendments in this Part of 
the bill. We are providing an across-
the-board increase In the amount of 
benefits that we pay under social secu-
rity by 7 percent, with a minimum, so that 
no retired worker or widow, age 65 or 
over would receive less than a $4 in-
crease in his social security check. We 
are making that provision retroactive to 
the 1st of January 1965, because that 
was the date for the commencement of 
increases in such benefits under the leg-

There are many amendments in addi-
tion to those that I have discussed, in-. 
cluding the coverage of self-employed
physicians, Including cash tips as wages
for the purpose of social security, liberal-
izing the income treatment for self-
employed farmers, improving certain 
State and local coverage provisions, ex-
empting certain religious groups op-
posed to insurance, and revising the tax 
schedule and the earnings base so as to 
fully finance these changes we are mak-
ing, and thus assuring that these pro-
grams are going to continue to be main-
tained on an actuarially sound basis. 

The fourth point of the bill is equally
important, equally important to those 
that are involved and affected by it, for 
under this part of the bill we are in-
creasing the Federal matching share for 
the needy-aged, the blind, the disabled, 
and families with dependent children. 

The bill provides for an increase in the 
payments to public assistance recipients,
effective January 1, 1966. The formula 
determining the-Federal share of assist-
ance payments is liberalized by increas-
ing the Federal proportion of the pay-
ments in the first step of the formula and 
by raising the ceiling on Federal sharing
in the second step of -the formula. For 
the adult categories-OAA, APTI), AB,
and for the combined program for the 
aged, blind, and disabled-the formula 
is changed from twenty-nine thirty-
fifths of the first $35 of the average as-
sistance payment to thirty-one thirty-
sevenths of the first $37 of the average
assistance payment. The ceiling is raised 
on the average payments from $70 a 
month to $75 a month. The provisions
in the formula under titles I and XVI 
adding $15 to the ceiling for vendor 
medical care payments in which there 
can be Federal participation and other-
wise recognizing medical payments are 
not affected by this formula change, ex-
cept that the steps of the statutory 

Under the basic plan, that is under 
the hospital insurance program for per
sons aged 65 or over, it is estimated that 
some 17 million insured individuals and 
some 2 million individuals who axe not 
insured under social security or rail
road retirement would qualify on July 1, 
1966, for protection against the cost of 
those hospital benefits that we make 
available under the basic plan.

Then under the voluntary supplemen
tary -plan, it is estimated that of the 
19 million eligible aged today, maybe
80 to 95 percent will participate. This 
means approximately 15 to 18 million 
individuals would be benefited by that-
part of the medical program.

The CHAIRMAN. The time of the 
gentleman from Arkansas has expired.

Mr. MILLS. Mr. Chairman, I yield
myself 10 additional minutes 

Under the medical assistance for the 
needy provision of the bill, we anticipate
that somte 8 million people under State 
programs with the Federal Government 
assisting will receive medical protection 
and be benefited thereby.

Then under the old-age, survivors,

and disability insurance Part, where we

make amendments that I have referred

to, there are 20 million people- today 
who will receive inereased benefits as 
a result of the 7-percent across-the
board increase in their cash benefit 
paymnents. 

There are 295,000 children who will 
benefit under the provision allowing them 
to receive benefits when they contine in 
school UP to age 22. 

Thre are 185,000 widows who we an
ticipate will Participate at age 60, with 
an actuarially reduced benefit. 

There are some 355,000 of these people

72 years and older who will be eligible

to receive the transitional social security

benefit for the first time.


There are about 155,000 workers and 
dpnet h ilrcieeiiiiya 
a result of our change in definition under 
the disability benefit program. 

The heading "Committee Bill Costs 
More for Less Protection Than Repubi
can Proposal," which appears in the mi
nority report seems worthy of commlent. 
If it proves to be true, my friends on the 
minority do, indeed, have a remarkable 
porm 
porm

To overcome my initial skepticism, I 
requested a comment on the figures pre
sethedchebctayo Socalnecritythe mmesfo 
Admcinisatration ofthemelianhlyScreply
wAdmnstwhatiohad fheared.ancthel health 
carehaareaeasein most theraeastyo 
only gret, watiyouspa forIftheraes ye

paseha bthbrachsIsltin f heformula are rearranged to improve their
Congress last year, but did not emerge
from the conference. 

Second, we are continuing benefits to 
children up to age 22, where now they
discontinue at age 18, provided that the 
child is attending a school. We provide
actuarially reduced benefits for widows 
at age 60. And we are liberalizing the 
definition of disability and providing for 
payment for the sixth month of the wait-
ing period for disability insurance bene-
fits. This to me is one of the more im-
Portant elements within the amend-
ments to the old-age, survivors, and dis-
ability insurance program, 

We are for the first time Providing to 
soe 5,00 7 fag adepl eas 

older what we call a transitional bene-
fit for people who have had---or their 

hubnshv a-oeconnection 
with the program but for some reason 
or other not sufficient connection with 
the work force to qualify under the 
present more stringent eligibility re-
quirements. We are Providing for them 
this transitional benefit. There are 
about 355,000 of those people still living 
who would benefit. We -are increasing
the amount an individual is permitted to 
earn and continue to draw some part of 
his social security benefit without losing
all of that benefit. 

equitable application, 
For the program of AFDC, the formula 

change made in the bill would be from 
fourteen-seventeenths of the first $17 
of the average payment per recipient to 
five-sixths of the first $18. of 1,he average
assistance payment. The ceiling is raised 
from $30 a month to $32 a month. Un-
der the bill, there would be an increase 
in Federal payments averaging about 
$2.50 a month for the needy recipients 
in the adult assistance categories and 
an increase of about $1.25 a month for 
the needy children and the adults caring
for them. The level of aid provided the 
needy justifies this modest increase. 

We are eliminating limitations onpublican Proposal provides more, it has
Federal participation in public assist-
ance to aged individuals in tuberculoi 
and mental disease hospitals- under cer-
tain conditions. We are affording the 
States broader latitude in disregarding
certain earnings in determining need for 
aged recipients of public assistance. 
And we are making other improvements
In the public assistanre titles of the 
Social Security Act. 

Let me briefly refer to the magnitude
of this bill by looking to the scope of it,
seeing the numbers of people who are 
affected directly and immediately by this 
legislation. 

got to cost more. Or to put it in Mr. 
Myr'wrs 

Qieobviously, it Is impossible for more 
benefits to be given under one proposal than 
another and, at the same time, for the first 
proposal to cost less than the second one. 
in brief, the errors in the analysis that is 
made in this section arise from comparing 
costs for groups of different size and from 
cost estimates that are on different bases. 

Mr. Myers concludes that if the two 
programs are compared under similar 
assumptions, the Republican proposal 
would involve benefit disbursement costs 
some $700 million more in the first fulll 
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year of operation than of the cost of the 
basic hospital insurance plan and the 
voluntary supplementary plan combined 
In the committee bill. Perhaps the rel-
ative costs of the programs can be best 
shown in Percent of payroll-fully re-
alizing that the minority plan and the 
committee's supplementary plan are to 
be financed by a combination of in-
dividual contribution and general reve-

Ru-n ot:thenmnhyprcpt 

this basis, the cost for H.R. 6675 Is $2.93 
billion (80 percent or $2.26 billion for the 
hospital insurance program, plus $1.12 bil-
lion for the supplementary health insur-
ance benefits program). 

This adjusted cost figure of $2.93 billion 
for H.R. 6675 is virtually the same as that 
shown in the section for the Republican pro-
posja, even though the latter really has a 
higher benefit cost. The explanation for this 
difference is that the cost estimate given for 

Republican proposal is not on the some 

benefits under the Republican proposal 
through a social insurance approach that 
would use the same earnings bases as those 
in H.R. 6675. The Republican proposal is 
contained in H.R. 4351 and companion bills. 
The coat estimate made here for that pro
posal Is on the same conservative assusmp
tions as those used for the coat estimate for 
the committee bill. 

The estimated level coat of the benefit 
payments and administrative expenses of the 
hospital insurance provisions of the commit
tee bill is 1.23 perbent of taxable payroll, 
whereas the corresponding figure for the Re
publican proposal is 2.21 percent of taxable 
payroll. If the supplementary health insur
ance benefits provisions of the committee 
bill were on a compulsory basis like the hos

pital insurance provisions (instead of on a 
voluntary individual-election basis financed 

by premiums from the beneficiaries and 
matching Government contributions), the 
estimated level cost of these benefits, plus 
that for the hospital insurance provisions 
would be 172 Percent of taxable payroll. 
Accordingly, the contribution rate schedule 
for the Republican proposal (combined with 
an earnings base of $5,600 in 1966-70 and 
$6,600 thereafter) would be as follows f or 
the combined employer-employee rate, as 
compared with the corresponding schedule 
for the committee bill (showing both the 
schedule in the bill for the health insurance 
benefits and that which would be included 
if the supplementary health insurance bene
fits were also included on the same financing 
basis) : 

[npret 
. [npret 

Commrittee 
Calendar year Committee bill, plus Republican 

bill 5S1111 proposal 
Poiin 

lice ---------------- 0.7 1.0 1.4 
1967-72------------- 1.0 1.4 1.9
1775------ 1.1 i.e 2.e
191711-769:: 1.2 1.7 2.2 
Isso__8 1.4 2.8 2.5 
1i987and after~. 1. 6 2. 2 1.8 

_ _ _ _ _ _ _ _ _ I__ _ I_____ __ 

These schedules for the Republican pro
posal and for the supplementary health In
surance benefits proposal are determined 
from the same cost and financing as-sump
tions as that for the committee bill. The 

mothlyper apia cots:conservative basis as that for H.R. 8675, bothnue-nd i 
____________-parts 

Long- Monthly 
range per capita 

peet)alevel(1st year)
(een)in 

Commaittee bill: 
Basic hospital--------------- 1. 23 $10 
Voluntary supplementary.:: .4 

Total ---------------------- 1.72 15 
Republican bill: 

Comptrehnsv--------------- - 2.21----

of which are estimated under high-
cost assumptions. On the other hand, the 
coat estimate for the Republican proposal is 
an ntermediate-cost estimate, which I made 

my memorandum of February 26. A cost 

estimate for the Republican proposal that 
is comparable with the cost estimate for H.R. 

6675 shows a total cost of $3.60 billion, Rs 
compared with the $2.90 billion shown in the 
report (the high-cost estimate being from 
my memorandum of February 9). 

Thus, on a comparable basis, both as to 
Comprehensive_____---------------____degree of participation and as to actuarial 

cost assumptions, the Republican proposal 
In order that the record reflect Cost has a higher cost for benefit payments and 

estimates on both the Committee and administrative expenses that H.R. 6675-as 
minority proposals prepared under cam- should properly be the case because of the 

paal suptos ol lk opaemore extensive benefit protection provided 
wofl 

in the RECORD a nubro eoa-setto 
paralessuptinumber miemtorpan-

dums from Mr. Myers relative to their 
cost aspects: 

MMFVORANDUM OF APRIL 1, 1965 
From: Robert J. Myers. 
Subject: Appraisal of comparative cost esti-

mates for health Insurance proposals in 
"Separate Views of the Republicans" sec-
tion of the House report on the Social 
Security Amendments of 1965. 

Onpg fteaoerprt, com-4 a 
paiOn Ispade24 of the aoestmaedpost o 

theihealth mnuancofte bentmaefi undrcots or. 
6675 with those under the Republic an pro-
posal. The essence of the analysis made 
there is that "the committee bill costs more 
for less protection than the Republican 
proposal." 

beneits tobevivenly unde one prmpo eaibl thanor 
aenofthesnat heiensamer time, froroatheafrs 
pnthroposal atocslesta sam e ond onefisthe i 
Inpriefa theos lerrosIhn theanalysi that. 

In terie, eror Inthefromsicomaring
made in this section arise 
costs for groups of different size and from 
cost estimates that are on different bases. 

tathcotfrtepremium
The section statesththecsfote 

first full year of operation (calendar year 
1967) is $3.42 billion for H.R. 6678. and $2.95 
billion for the Republican proposal. These 
figures are stated to be on the assumption 
of 80-percent participation In the programs. 
However, the figure of $3.42 billion for H.R. 
6675 consists of $1.12 billion for the supple-

fo example, it includes benefits with re-
drugs, private-duty nursing, ex-

tremely long periods of hospitalization. etc.).-
The cost analysts for the Republican pro-

posal derives the "cost to be financed by tax-
payers," which is the result of subtracting 
the premium contributions from the total 
cost of the program. The result would, of 
course, be different when comparable bases 
are used-for the reasons indicated pre-
viously. However, I question the significance 
of this concept because there is really little 
difference between the premium contribu
tions made by persons currently eligible for 
the benefits and the contributions for boa-
pital insurance made by workers, most of 

whom are under age 65, who will ultimately 
receive hospital benefit protection If they 
attain age 65. 

The cost analysis in this section also de
rives a net cost figure assuming 100-percent 
participation. If the high-cost estimate 
basis Is used, following the conservative 
financing approach underlying H.R. 6675, 
the total annual benefit cost would be $4.55
bilonroobanmh etcsttcenrlsceulswulahuroiolnmeghecs
blin ooti h e ott eea ceue ol hsntol ettecs 
revenues, offset against this would be the of the benefit payments and administrative 

contributions of $1.25 billion and expenses, but also would build up moderate 
the recoupment of the tax revenue loss from contingency funds. Furthermore, just as Is 
medical deductions in the income tax of the case with the committee bill, if the earn
$0.25 billion, or a net cost of $3.05 billion-igbaencassftr17,ndfalth 
as compared with $1.80 billion shown I s 
section. My figure does not include-as does 
the $1.80 billion-any reduction in Federal 
costs for OAA and MAA, since the provisions 
therefor In the bill require that State and 

nsbsincraesate 91,ad falsh 
other cost assumptions are realized, the con
tribution rates would not have to increase as 
much as is indicated in the foregoing 
schedules. 

U erhsfnncgbssheRulcn 
Une thisdfianecing ribasisth Rnoepubica

ol aecnrbto noeo 
$3.2 billion in calendar year 1966 and dis
bursements for benefits and administrative 
expenses of $2.1 billion (assuming that bene
fit payments would first be available in July 
1966). In calendar year 1967, contribution 

etsfrbnft n amnsrtv x 

45ilon 
Phene woulchdbeabout $4.5sbillion. ate 

Teatce al hw h siae 
progress of the trust fund that would develop 
Under the foregoing contribution schedule 
under the financing basis and actuarial cost 
assumptions underlying the hospital insur
ance provisions of the committee bill. 

ROBERT J. MYES.s 

mentary health Insurance benefits plan on anloagoenetfdsfrpbiasitne 
80-percent participation and of $2.30 lroral g s hovernm fudsfooubicasitacebasis, berdueoepeent
billion for the hospital insurance plan that porm hudntb eue vrpeetpooa 
is on a virtually 100-percent basis, levels. Accordingly, there would be no say- 

I ontko h oreof the last- ings in Federal funds in this connection. 
I do ittdoeswnoterelateeIt is proper to follow this procedure since 

mentioned figure since itde o eaethe Republicans have stated that they Sup-
either to contributions or to benefit pay- prt the amendments in H.R. 6675 relating 
ments plus administrative expenses, th~e tothKerilsporminmewude$5blowiedsus
former being estimated at $2.60 billion and tthKrrilspo roaam. Mss 
the latter being estimated at $2.26 billion-metfobnfisaddiitrivex 
both figures being shown on page 251. It Ispesswudbaot
incorrect to use the contribution figure as 
a basis for the analysis because it involves 
a certain amount of advance funding. If, 
then, we use the figure for benefits and ad-
ministrative expenses, it should be reduced 
by 20 percent so as to be on a comparable
basis with that for the Republican Proposal.
which assumes 80 percent participation. On 

MEMOaANDUM OF Ann.L 2, 1965 
From: Robert J. Myers. 
Subject: Cost estimate for financing the Re-

Publican proposal for health insurance 
benefits for persons aged 65 andi over on 
a contributory social insurance basis, 

This memorandum will present a cost es-
timnate for financing the health insurance 
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Estimated progress of health insurancetrust fund under R~epublican proposal if financed in 

8ame manner as hospital insurance proposal in committee bill 
[1n milos 

___ ___Revenue 

Contribu- Benefit Administra- Interest on Balanc in 
Calendar year lions payments tive expenses fund fund at end 

more than 10 times the percentage of 
supergrades now Permitted the Social 
Security Administration. The Internal 

Service has 1 supergrade for 
every 211 employees. The Civil Service 
Commission has 1 for every 136. The 
General Services Administration 1 for 
every 434, and the General Accounting 
Office 1 for every 156. None of these
agencies ha less than 5 times the per
centage ofa supergrades allocated to the
Social Security Administration. From 
these statistics it is clear that the allo
cation of higher level positions to direct 
tesca euiypormhsfie
tesca euiypormhsfie
to keep pace with the rapid growth of the 

Ti biul usteSca 
program. Ti biul usteSca 
Security Administration at a severe com

qualified and competent personnel not 
only with private industry but with other 
agencies of the Government. 

This is the situation as it already
exists. And now, in enacting this bill, we 
would be aggravating it seriously if no 
remedy Is provided. If we expect-and 
we do expect-the Social Security Ad
ministration to carry out these new re
sponsibilities in a manner befitting their 
importance and the needs and proper
expectations of the American people, any 
unnecessary and Inequitable handicaps 
upon the organization ought to be re
moved without delay. Effective carrying 
out of the provisions we are making for 
the health and security of the Nation's 
senior citizens, and for helping Its widows 
and its orphans, is far too important,
and too great a challenge to warrant 
risking impairment of the job by failing 
to allow the Social Security Administra
tion enough higher level jobs to attract 
and retain the required human talents 
and skills. 

As I have indicated, it would take a 
hundred supergrade jobs, considering the 
small allowance It now has and the nec
essary expansion this agency faces, to put
it in a comparable position with the 
General Services Administration and 
nearly 200 to put it in a comparable po
sition with the Internal Revenue Service. 
I would not undertake to say the exact 
number needed but I believe it is clear 
that the needed increase is large enough 
to call for special legislation. As one 
deeply concerned with the smooth and 
successful carrying out of the far-
reaching programs we are acting on to
day, I hope the appropriate committees 
of the Congress will see their way clear 
to promptly consider such legislation 
which I believe is required to enable the 
administering agency to do the job in 
the way we and the people of the country 
want it done. 

I must admit that the benefits in the 
committee bill cost money-yes, they 
cost money. Let us see what they cost. 
Let us see what we are doing in this 
bill to provide for those costs. 

The health care program costs include 
those for the supplementary program, 
for the basic program, and for the medi
cal assistance for the aged improve
ments. The basic program, which I have 
said is financed by the payroll tax device, 
will in the first full year of its opera
tion, 1967, produce a cost of $2,300 mil
lion on the basis of using high cost esti
mates, which we think Is the conserva

of year 

$%3,1I56
4,964 
50 
5,470 
1,6M 
6,321 
6,627 
7, 180 
7,490
7,758 

10,966 
12,568
15,803 

5, 

$1,897
4,254 
4, 553 
4,866 
5197 
5,531 
5,875 
6,230 
6,627
6,966 
9, 145 

HI,82
15,176 

'siss 
296 
316 
338 
361 
38 
408 
433 
461 
484 
636 
822 

1,015 

$34 
34 
51 
66 
75 
84 
98 

114 
130 
142 
266 
425 
581 

$1,108
156 
2,039 
2,371 
2,5N 
3,045 
3,487 
4,118 
4,650
5,100 
9,450 

1-3,801
15,636 

1967 --------------------- :---------------
INS-------------------------------------
1969 ------------------------ -----------
1970--------- --------------------------
1971 ------------------------------------
1972----------------------------------------
1973----------------------------------------
1974 ------------------------------------
1975----------------------------------------
1980------------------------------------
1985---------------------------------------
1990-----------------------------

I Including administrative expenses lncnrred in 1965.peivedsvatgintsercfo 

Now, Mr. Chairman, this program 
costs money. Let us not think for 
1 minute that this or any other Pro-
gram can be provided without it cost-
ing money. I have been Just a little bit 
concerned about what was said In the re-
port of the minority-that they could do 
more and provide more benefits for more 
people for less money than the commit-
tee bill did. Very frankly, I do not think 
you can develop a program with benefits 
of the same value from the general funds 
of the Treasury or through the mechan-
ism of a payroll tAx and have, if the 
amount of benefits Is exactly the same 
in either approach, one cost less than the 
other. It is beyond my comprehension
that ally of us today are brilliant enough 
to come forward with a method of pro-
viding more benefits to more people and 
having it cost less money. It just does 
not sound reasonable or logical to me. 

In developing this comprehensive
health insurance program for the 
aged the Committee on Ways and 
Means was mindful that a program is no 
better than its administration, mhe 
committee proposals reflect a conviction 

setting up records for those who elect the 
plan, and preparing and delivering ideni-
tification cards for all the eligible aged.
In addition to this vast enrollment 
task, the Social Security Administration 
will have a tremendous job of taking and 
developing new claims in order to estab-
lish the basic eligibility of the aged who 
have been uninsured for cash benefits 
and from all others over 65 who have not 
yet applied for social security benefits. 
This will mean a doubling of the normal 
old-age and survivors disability in-
surance claims load for a single year, at 
the same time that changes in the d1s-
ability insurance law and other social 
security changes will bring a heavy vol-
tune of additional activity into social se-
curity district offices, 

I am sure the Social Security Admin-
istration will stand up to the challenge,
I am sure, too, that when this bill be-
comes law the social security people, as 
they have so frequently demonstrated 
in the past, will lose no time in getting 
on with all the necessary preparations,
They are well aware that carrying out 
the new programs and the Improvements

that the administrative challenges, in the present one will demand all the 
brought by this new program can be met talents and skills they can muster. This 
by the combined efforts of voluntary or- effort will require that all possible meas-
ganizations and, the Government. The" ures-in the Congress and In the Execu-
governmental part of this challenge will 
nevertheless remain large. It will fall 
mainly to the Social Security Admin-
istration. We believe that this agen-
cy's outstanding record for service and 
efficiency will be carried forward into 
the new program, 

The Social Security Administration, 
however, will face a major Job of 
advance planning and preparation to 
bring the health insurance programs into 
operation by next Year. Extensive nego>
tiations; will be required to complete-
agreements and financial arrangemnents)
with fiscal intermediaries, insurance cr 
riers, State agencies, and others, Broa-, 
scale consultation will also be required
with professional organizations repre-
senting the Nation's hospitals and oth-
ers who furnish reimbursable health 
services. Operational Policies and rec-
ordkeeping procedures will have to 
be worked out on a scope never before 
undertaken in the health -field. This will 
entail, among other things, putting into 
the hands of 19 million aged people infor-
mation about the two health Insurance 
programs, answering inquiries on the 
benefits of the voluntary insurance plan, 

tive branch-be taken to assure that any
obstacles that might get in the way of 
effective administration will be removed, 
It will be important, for example, that 
the needed supplemental appropriations,
organizational changes, and greatly in-
creased staffng take place just as soon 
as possible, 

One very serious obstacle is the limita-
tion on the number of people of super-
grade rank that the Social Security Ad-
ministration Is now permitted. I am 
referring to the positions above the GS-
15 grade. In this organization, which 
already operates tie biggest insurance 
program of its kind in the world, pays 
over $16 billion a year to nearly 20 mil-
lion people, serves tens of thousands of 
people daily through a nationwide net-
work of over 600 offices, and requires a 
staff of 36,000 people to conduct its op-
erations there are today only 15 super-
grade positions-2 of which are in the 
scientific and technical excepted group.
This Is 1 for every 2,400 employees. In 
comparison, the Railroad Retirement 
Board,, conducting a somewhat similar 
program of much smaller scope, has 1 
supergrade for every 211 employees--
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tive way to determine what something 
will cost when you have to provide a tax 
for it. 

The voluntary supplementary health 
benefits program will have a cost out of 
the Federal Treasury, beginning July 1, 
1966, of approximately $600 million per 
Year, while for the same period there will 
also be a cost of $275 million for unin-
sured Persons covered by the hospital 
insurance program,

The medical assistance for the aged
liberalization of the program will cost 
about $200 million per year.

The 7-percent across-the-board in-

that are subject to taxes from $4,800 to 
$5,600 on January 1, 1966, and then 
again, to $6,600 on January 1, 1971, and 
the tax rates that would be applied to 
those earnings, 

We have provided for increases in the 
tax rates over a period of years, as we 
have always done in the past, so that the 
actuary of the Department of Health, 
Education, and Welfare can tell us, "I 
can advise you that this program is ac-
tuarially sound." As he looks at it, over 
the forthcoming 75 years, this program
of old-age and survivors disability in-
surance would only be out of balance by 

base--or both--of the separate hospital 
insurance tax. 

The hospital program will thus be 
financed from its own tax and there will 
be no shifting of funds-either way-
from the old-age, survivors, and dis
ability program. 

Let me once again summarize the 
separation of program envisioned by this 
bill by reading from the report on 
page 48: 

First, the schedules of tax rates for old-
age, survivors, and disability insurance and 
for hospital insurance are In separate sub
sections of the Internal Revenue Code (un

the situation for old-age and survivors as compared with disability insur
ance where there is a single tax rate for both 
programs, but an allocation thereof into two 
portions). 

Second, the hospital Insurance program 
has a separate trust fund (as Is also the case 
for old-age and survivors insurance and for 
disability insurance) and, in addition, has a 

board of trustees from that of thesurvivors, and disability insurance 
system. 

Third, the bill provides that income tax 
withholding statements (forms W-2) shall 
show the proportion of the total contribu
tion for old-age, survivors, and disability in
surance and for hospital insurance that is 
with respect to the latter.

Fourth, the hospital insurance program 

creae i th ds- oly bou .0 perentofol-ageandsurivos ayrll.likecreaean surivos ds-i th ol-ag nlyabot .0 pecen ofpayollInsurance
ability insurance benefits payments will Now as to the health part of the bill. 
produce in the year 1966 additional bene- We have worked out a separate tax and 
fit payments of $1,400 million, a separate trust fund. Let no one mis-

The child benefits to age 22 when in lead you with statements, general in na-
school winl add an additional cost of $195 ture as they appear to be, and be not miS-
million to the old-age survivors disability led by the minority views expressed in 
insurance trust funds in the first year. the report that this separation is 

widosllusryseparatewll cstThe reduced age for wioswl otilsr.old-age,
$165 million out of those trust funds in 
the first year. But that is a disappear-
ing item, because over the lifetime of the 
beneficiary it does not cost any addi-
tional amount to the system. 

The transitional benefits at age 72 will 
cost, from the old-age survivors disability

inurnerstfnd$10milonadiinsuanc trst und140milionadd-
tional in the first year.

The changes we have made in the dis-
ability insurance program will cost $105 
million in the first year.

The changes we make with respect to 
the retirement test wili cost $65 million 
out of the old-age and survivors disabil-
ity insurance trust funds in the first year. 

That means a total from those two 
trust funds of $1,905 million in the first 
year. 

Public assistance amendments that 
increase the amount of Federal partici-

patinpatin wth hepamensincas tatwth he tatincas pamens
will cost $150 million per year out of 
the general fund, 

The changes we make in the exclusion 
of assistance payments to persons in TB 
and mental hospitals cost $75 million 
per year. 

The maternal and child health, crip-
pled children part of it wili cost $60 lull-
lion per year.

The OAA income exemption will have 
an annual cost of $1 million, 

Under the modified medical assistance 
for the aged definition, we have added 
$2 million per year. 

Mental retardation projects will have 
an annual cost of $3 million, 

That adds up to a total altogether out 
of the general fund of the Treasury of 
$1,366 million per year. 

Every dime of that is budgeted as it 
affects the upcoming fiscal year. 

The $875 million I referred to for 
payments from general funds with re-
spect to the two health insurance pro-
grams, which will begin on July 1, 1966, 
Is unbudgeted because we do not have 
the budget for the fiscal year 1967 as 
yet.

Now there is a further point which I 
should make here: the cost of adminis-
tration. 

Now, how do we propose to pay for 
the programs? We have increased both 
the maximum on the amount of earnings 

Some statements have recently been 
made that I have, in effect, gone back oIn 
my previously expressed position that 
there must be separation between the 
cash benefits system and the proposed 
hospital benefits system. I emphatically 
saehrendowtathiisnot the 
tase.erMynconviton, isa that ther mut cae. y cnvitio is hat-thre ustwould cover railroad employees directly in 

be separation and the bill I bring to you 
reflects this belief. For years I have 
maintained that the basic difference be-
tween the two types of benefits makes it. 
essential that we have two separate sys- -. 

tems. During many hours of question-
Ing the Government witnesses before our 
committee, particularly the Chief Actu-
ary, I brought out the different nature of 
the cost assumptions which underlie the 
hospital program as distinguished from 
the cash program. I pointed out that 
some assumptions which were conserva-

the same manner as other covered workers, 
and their contributions would go directly 
into the hospital insurance trust fund and 
their benefit payments would be paid di
rectly from this trust fund (rather than di
rectly or Indirectly through the railroad
retirement system), whereas these employees
are not covered by old-age, survivors, and 
disability insurance (except indirectly 
through the financial interchange provi
sions). 

Fifth, the financing basis for the hospital 
insurance system would be determined un
der a different approach than that used for 

tle uderoneproramhadexatlythethe old-age, survivors, and disability Insurtie uderoneproramhadexatlytheance system, reflecting the different natures 
reverse effect when applied to the other 
program. Thus, as the conunittee drew 
up the bill, at every opportunity I urged 
that provisions be inserted which would 
provide meaningful separation between 
the two systems. 

The minority members of the com-
mittee have written in the report that 
this is somewhat illusory and it was 
stated, at the Rules Committee, that 
what we have in the bill is just the same 
arrangement which exists under current 
law in respect to the disability insurance 
program and the old-age and survivors 
insurance program. I respectfully beg 
to differ. In respect to these two pro-
grams under existing law there is no 
separate tax, merely an allocation of 
revenues between two trust funds. The 
fact that this Is merely an allocation is 
illustrated by the bill before you today 
which provides for a redistribution of the 
revenues from the combined old-age and 
survivors disability insurance tax. This 
new allocation, which will put the dis-
ability insurance fund on a sound actu-
anial basis to make up for some unfavor-
able cost experience in recent years, 
would not be possible as to hospital bene-
fits under your commnittee's bill. Under 
H.R. 6675 any readjustment of revenue 
because of either unfavorable or favor-
able experience will have to be done by 
a change in the tax rate or earnings 

of the two programs (by assuming rising 
earnings levels and rising hospitalization 
costs in future years instead of level-earn
ings assumptions and by making the esti
mates for a 25-year period rather than a 
75-year one). 

There is always a question of the de
gree to which to go in separation, but 
this is a separately enacted tax in an 
entirely separate section of the Internal 
Revenue Code. That is not true of the 
QASI and DI taxes. They are in the 
same section. They are levied as one 
tax, with authority to allocate a desig
nated part of the total to the disability 
insurance trust fund. But there is a 
great difference in the enactment of a 
separate tax. There is also a separate 
trust fund. 

The subsititute plan proposed by the 
gentleman from Wisconsin [Mr. BYRNES] 
would not maintain a separateness of 
financing between his-health insurance 
plan and the old-age and survivors in
surance program. Instead the gentle
man from Wisconsin [Mr. BYRNES] would 
draw some $200 million a year from the 
old-age and survivors disability insurance 
trust fund to help finance his Proposed 
health insurance benefits. 

I can assure my colleagues who have 
had reservations in the past, as I have 
had reservations in the past about doing 
anything in any way that might jeop
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ardize the cash benefit program that has 
developed over the past 30 years and that 
has become such an important part of 
every elderly person's life, without any
hesitation, without any equivocation, 
that there is not one single, solitary thing
in this bill which would permit or allow 
for $1 of the money which is set aside 
to go into the old-age and survivors dis-
ability insurance trust funds to ever get
into the hospital insurance trust fund. 
it just cannot be done. Neither can the 
hospital insurance trust fund money be 
put over into the old-age and survivors 
disibility insurance trust funds. 

Call it illusory if you want to. We 
could have gone the f~ull extent of sepa-
ration. We could have put this hospital
insurance program under the adminis-
tration of an entirely new agency of 
Government. Then what would the 
critics on the outside have said, had we 
gone to the full extent? They would 
have accused the Committee on Ways 
and Means of having set up another 
elaborate 40,000-person bureaucracy.
The expense of that would have been out 
of the question. 

We could have completely separated
the tax for purposes of filing the earn-
ings record and paying the tax, but if we 
had done that, then they would have said 
that we had put the taxpayers to the 
unnecessary trouble of having to make 
two computations of taxes. 

But to some it would not make any
difference what was done; some argu-
ment would have been made that there 
would not be a separation,

This has been a bone of contention 
with me-and Members know it-that 
there must be a separation. I am 
thoroughly convinced that we have com-
pleted that separation in this bill, 

Mr. Chairman, let me go back just a 
bit. On the basis of legislation that has 
been presented to the Ways and Means 
Committee, it does not appear that there 
is much doubt any more in the minds 
of many that we do have a problem of 
meeting medical care costs in the United 
States with respect to certain people in 
our Population. These are our fathers 
and mothers and our grandparents who 
are living longer today than did their 
loved ones before them. We owe that 
to the great miracles which have been 
performed by medical science. But in 
the process of having performed those 
miracles, problems have resulted. To-
day's problems, as a result, are certainly 
greater in magnitude than those the gen-
erations before had, because of the 
greater length of time beyond retirement 
and before death, and because of the 
vicissitudes of illness of more and more 

I have said consistently that I did not 
think that all of the medical costs that 
are incurred by those over 65 could be 
financed only through a payroll tax, be-
cause conceivably the payroll tax would 
be so high finally as to interfere with our 
capacity to compete in the world, with 
the payroll tax being charged as a cost 
of doing business. I have said repeated-
ly that we cannot run the risk of bank-
rupting the Federal Treasury once and 
for all by putting this entire cost upon
the general fund of the Treasury. I 
think that the program has to be dealt 
with in a combination approach of two 
things: use of payroll tax and use of 
general fund -revenues. That is what 
the committee has done. That is the 
only difference, apparently, that exists 
today between my distinguished friend 
who has offered his bill and the com-
mittee's proposition, 

Just how do we finance the proposal?
Because his proposition would be volun-
tary, with no compulsion under a payroll 
tax, it would be financed by the payment
of the individual and from the general
funds of the Treasury. In total, his plan
would be financed just as our supple-
mentary plan would be. 

Now, how did we divide the health in-
surance provisions of H.R. 6675? Which 
did we put in which pocket and out of 
what account does It come and why?
There are very, very important reasons 
why we propose to finance the benefits 
the way we do. It is the way that has 
been debated completely but which has 
been disregarded by the very people with 
whom we were trying to work. What 
did we do? We picked this single big-
gest element, namely, the cost of being
in a hospital, and we financed that by 
the payroll tax to let the person during
his working years, through small 
amounts of money Paid per week, per
month, or per year, make advance pay-
ments to that trust fund entirely on his 
own and from his employer and by the 
self-employed on their own account. 

The CHAIRMAN. The time of the 
gentleman has expired, 

Mr. MILLS. Mr. Chairman, I1 yield
myself 5 additional minutes. 

To take care of, those expense during
his working years so that when he 
reached retirement at 65 he would not 
then have to undertake the great burden 
of defraying the cost of the premium for 
that particular type of benefit. The 
proposal differs from H.R. 1. We took 
out of it every scintilla of payment to 
a Physician-every scintilla of payment 
to a physician. Every safeguard has 
been Placed so that no physician can be' 
Paid out of the trust fund created by the 

fees and thus control and regulate phy
sicians' fees. 

Now, what have we done? i[n this 
committee bill in that respect we have 
done the same, identical thing that the 
gentleman from Wisconsin has done in 
his bill. And yet I understand that 
many of you have received telegrams as 
late as this morning urging you to vote 
for his motion to recommit because there 
Is something unholy about the commit
tee bill, whereas his bill, from their 
point of view, is perfect. How do we 
treat the physicians in both bills? 

In both bills in the same identical 
way. Under both they would be paid 
out of the fund established under the 
voluntary enrollment program. In both 
instances the physicians would be paid
from the same type of fund in the same, 
identical manner. And how would we 
pay them? In identically the same way.
Not a payroll tax, but money contributed 
by the individual Participant who would 
enroll after he got to be 65 and put up
half of 'it, with the Treasury, out of its 
general funds, Putting up the other half. 

I thought that was exactly what it 
would take. I thought that was exactly
what was required to remove this threat 
to medical practice in the United States 
and regardless of what anybody on the 
outside says to you, we have done it-
we have done it. There is nobody in 
this Congress, I do not care who he is,
who Is any more cognizant or any more 
desirous of not changing the orderly
practice of medicine -than the gentleman
speaking to you today. I am convinced 
in my own mind, as much as I have ever 
been convinced of anything, that there 
is not one solitary thing in this com
mittee bill that carries any threat to 
the medical profession of this country
that could not be said equally of the bill 
offered by the gentleman from Wisconsin 
[Mr. BYRNES]. And I do not think there 
is anything in either bill that jeopardizes
the profession in any way. Why? How 
are we going to handle this thing? We 
are not going to deal with physicians
direct; there Is no intention to deal with 
them direct; there is no intention to tell 
them what they may charge their pa
tients; we are not going to say to a pa
tient, "You have got to go to Dr. X; you 
cannot go to to Dr. Y." 
' How are we going to pay them? We 
are going to contract with somebody-
Blue Shield, insurance companies, or 
other insurance carriers, and we express
the desire that It be more than one. We 
should divide the program up somehow 
and let various organizations handle it-
they are the ones who are going to pay
the bills. But we even go to this ex
tent because we recognize the sensitive-of these people as a result of the length .payment of a payroll tax. Now, what is 

of their lives, 
Thus the problem seems to be estab-

lished in the minds of most. There is 
no argument on the part of my distin-
guished friend from Wisconsin [Mr. 
BYRNES] that there is this problem, for 
he introduces a bill to help, with respect 
to that problem, produced by himself, 
from that very great capacity that he 
Possesses, and incorporating within his 
bill everything that is within the com-
mittee bill except with respect to the one 
matter of how do we finance the cost of 
taking care of this problem. 

it that you understood or that I under-,' ness of this issue: We say, "We will leave 
stood had so greatly disturbed this!P to the election of the doctors, whether 
great, wonderful medical profession I they are paid directly by the insurer,. or 
that we have here in the United States? 
That we would finally, in time, put phy-
sicians' fees under a system where there 
would be a payroll tax, because they felt 
that if ever we did that, we would in time 
regulate the relationship between the 
Physician and the patient by saying that 
this physician you can go to and this 
physician is not on our list; or by saying
that we will day out of this fund only
this amount in the way of physicians' 

whether the insurer pays the amount to 
the patient and the patient then pays
the doctor. 

If there is a doctor in your area who 
does not like the insurer and who does 
not want to have anything to do with 
it and does not want to carry it.- check 
to the bank, all he has to do is say to 
his patient, "You accept the benefit pay
ment for this service, and you and I will 
settle the bill." 
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And, what if the doctor says that what 
the insurer is paying, before he ever op-
erates, is not sufficient toc satisfy him? 

o mch,$2,00,He mghtsay"Myfeeiss s muh, $,00, 
but this cost that you are indemnnified. 
against is only $1,000." What then? 
We Pay 80 percent of that $1,000 to the 
Patient, and the patient pays the doctor 
$2,000, Including the payment under the 
plan. If in the community where he 
lives, the sum of $1,000 is the customary 
prevailing and reasonable fee against 

He mghtsay"My ee 

which we are indemnifying the patient, 
the doctor still makes the arrangement 
with his patient, or the patient makes 
it with hMs doctor to pay the difference, 

Thus, Mr. Chairman, we have done 
everything that our minds were capable
of cnevn to eliminate what apearedconcevingpp 
to us to be justifiable fears without these 
changes that we make. 

Mr. Chairman, now very briefly-be-
cause it would take hours to discuss it 
all, but I have very briefly discussed even 
the medical portions of this bill-I would 
want you to know that finally it has been 
possible for us, after all these years, to 
develop a proposition that I could whole-
heartedly and conscientiously, with every 
bit of the energy at my command, sup-
port. That has not been the case With 
reference to propositions in the past. 
Here, Mr. Chairman, I believe we have

fialy otore stsfctry~ 

Mr. Chairman, those on the legisla-_ related health insurance programs for per
tive counsel's staff of the House of Rep- sons 85 or over: (1) a, basic plan providing 
resentatives and those who are Staff protection against the costs of hospital and 

embrs f bth he oin comitee-related care; and (2) a voluntary supple
mmber ofbot th Joit cmmiteementary plan covering payments for physi
and of the Committee on Ways and clans' services and other medical and health 
Means on both sides of the aisle have services to cover certain areas not covered by 
made their contribution, the basic plan. 

Therefore, Mr. Chairman, I believe The basic plan would be financed through 
that there is sufficient ground within this a separate payroll tax and separate trust 
bill for all of us to take pride and take fund. Benefits for persons currently over 
credit. 65 who are not insured under the social

security and railroad retirement systems 
I would suggest, therefore, that whe would be financed out of Federal general 

tomorrow comes, we not toy with terevenues. 
bill by considering a motion to recomn-
mit, brut that we take the bill as reported 
to the House from the Committee on 
Ways and Means and pass this bill as 
we have passed every other bill dealing
with amendmients to the Social Security 

. 

Act In the past-by an overwhelming 
majority, 
SUMMARY OF MAJOR PROVISIONS OF H.R. 6675 

Mr. Chairmsn, I will include at this 

Enrollment in the supplementary plan 
would be voluntary and would be financed 
by small monthly premium ($3 per month 
Initially) pald by enrollees and an equal 
amount supplied by the Federal Govern
ment out of general revenues. The pre
miuna for social security and railroad re
tirement beneficiaries who voluntarily enroll 
would be deducted from their monthly in
suranice benefits. Uninsured persons desir
ing the supplemental plan would make the 

pon o h ovnec ftemmesperiodic premium payments to the Govern
poin fortheconvniece o th memersment. State welfare programs could arrange 

a summary of the major provisions Of 
H.R. 6675: 

BRIEF OVERALL SUMMARY 
The bill establishes two coordinated health 

insurance programs for persons 65 or over un-
der the Social Security Act: (1) a basic 
plan providing protection against the costs 
of hospital and related care, financed through 
a separate payroll tax and trust fund, and 
(2) a voluntary supplementary plan covering 

for uninsured assistance recipients to be 
covered. 

A. Basic Plan 
General description: Basic protection, 

financed through a separately identified pay
roll tax, would be provided against the costs 
of inpatient hospitals services, poethospital 
extended care, posthospital home health 
services, and outpatient hosptial diagnostic
services for social security and railroad re
tirement beneficiaries when they attain age 
65. Mhe same protection, financed from 
general revenues, would be provided under 
a special transitional provision for essen
tiaily all people who are now aged 65, or 
who will reach age 65 before 1968, but who 
are not eligible for social security or rail
road retirement benefits. 

Benefits would be first effective on July 1, 
1966 (except for services In extended care 
facilities which would be effective on Janu
ary 1, 1967). 

Benefits: The services for which payment 
would be made under the basic plan 
include1. Inpatient hospital services for up to 
60 days in each spell Of illness with the 
patient paying a $40 deductible amount; 
hospital services would include all those 
ordinarily furnished by a hospital for its 
inpatients; however, payment would not be 
made for private duty nursing or for the 
hospital services of physicians except serv
ices provided by interns or residents in 
training under approved teaching programs; 

2. Posthospital extended care (in a facil
ity having an arrangement with a hospital 
for the timely transfer of patients and for 
furnishing medical information about pa
tients) after the patient Is transferred from 
a hospital (after at least a 3-day stay) for 
up to 20 days in each spell of illness; 2 addi
tiona~l days will be added to the 20 days for 
each day that the person's hospital stay was 
less than 60 days (up to a maximum of 80 
additional days)-the overall maximum for 
posthospital extended care could thus be 100 
days in each spell of illneas; 

3. Outpatient hospital diagnostic services 
with the patient paying a $20 deductible 
amount for each diagnostic study (that is, 

finaly ot orkda atifacoryandpayments for physicians' and other medical 
reasonable solution of an entire prob- and health services financed through Small 
lem, not just a partial solution of a major monthly premiums by individual partici-
problem. I feel that we have done it pants matched equally by a Federal Govern-
in a way, Mr. Chairman, that will com- ment general revenue contribution. 
mend it to the people for whom we do Undergirding the two new insurance pro-
it and that they will realize that in spite grams would be and the medi-a greatly expanded medical 

ofal ha nth ps, ~ care program for the needyhsbensad 
of asal tateensaidin he ast incally needy. This program- would combine 

spite of all the ways that have been sug 
gested in the past, finally the Commit-
tee on Ways and Means has produced 
the proper way to do it and that is the 
way that good legislation is developed,

Mr himnhr sntamemberhereis nt 
of the Committee on Ways and Means 
whom I could not name to-day who has 
not made a major contribution to this 
bill by the Inclusion of ideas of his own. 

Mr. Chairman, where did we get the 

Mr. hairan, aments 

idea of the supplementary health bene-

fits plan? Out of that fertile brain of 
the distinguished gentleman from Wis-
consin [Mr. BYRNES]. 

Where did we get this idea and that 
idea? out of the fertile brain of some 
other Democratic member or some other 

all the vendor medical provisions for the 
aged, blind, disabled, and families with de-
pendent children now in five titles of the 
Social Security Act under a uniform program 
and matching formula in a single new title, 
The Federal matching share for cash pay-

for these needy persons would also be 
increased; services for maternal and child 
health, crippled children, and the mentally 
retarded would be expanded; a 5-year pro-
gram of special project grants to provide 
comprehensive health care and, services for 
needy children of school age, or preschool,
would be authorized; and present limitations 
on Federal participation in public assistance 
to aged individuals In tuberculosis or mental 
disease hospitals would be removed under 
certain conditions. 

With respect to the old-age, survivors, and 
disability insurance system the bill would 

mebroheCmiteincrease benefits by 7 percent across the 
Republican mmeofteC mieeboard with a $4 minimum increase for a 
on Ways and Means. 

My distinguished friend, the gentle-
man from Virginia [Mr. BROYHILL], right 
at the last moment called to our atten-
tion a situation about which none of us 

had thought. However, as a result of 
the gentlemen's many years of experi-
ence on the Coflilittee on the Post Office 
and Civil Service, he thought about it. 
It was fair and equitable, and we put 
it in. 

M.Chairman, every member of the 
comm11ittee has made his contribution, 
On top of that, Mr. Chairman, the peo-
ple in the Department of Health, Edu-
cation, and Welfare worked with us 
faithfully from morning until night 

worker, cover certain currently uncovered oc-
cupations and wages (doctors, and incMom 
from tips), continue benefits to age 22 for 
certain children In school, provide social se, 
curity tax exemption of Self-employment lin-
come of certain religious groups opposed to 
insurance, provide actuarially reduced bene-
fits for widows at age 60, and pay benefits, on 
a transitional basis, to certain persons car-
rently 72 or over now ineligible; liberalize the 
definition for disability insurance benefits,fodigstcercsfunhdtoimb unse ohmbincrease the amount an Individual Is per- o igotcsrie 
mitted to earn without sfeigulddc- the same hospital during a 20-day period); a 

tions from benefits, rvsufering full dceduc-, if, within 20 days after receiving such rerv

and increase the earnings counted for benefiticstendvuaishptlzdasni
and tax purposes so as to fully finance the 
changes made, and make certain changes in 
allocations to the old-age and survivors In-
surance and disability insurance trust funds,

das dringMOR DETILE SUMARY4.~~lE UMR 
i. Health insurancefor the aged 

The bill would add a new title XVMl to 
the Social Security Act establishing two 

patient in the same hospital, the deductible 
he paid for outpatient diagnostic services 
(up to $20) would be credited against the 
inpatient hospital deductible ($40); and 

Posthopeltal home health services for 
up to 100 visits, after discharge from a hos
pital (after at least a 3-day stay) or extended 
care facility and before the beginning of a 
new spell of Illness. Such a person must be 

e may
through all of these aydy uigMR 
which we have been in hearings and 
executive session and have made their 
contribution, 
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in the care of a physician and under a plan 
established by a physician within 14 days of 
discharge calling for such services. These 
services would include intermittent nursing 
care, therapy, and the pant-time services of 
a home health aide. The patient must be 
homebound, except that when equipment is 
used the individual could be taken to a hoe-
pital or extended care facility or rehabilita-
tion center to receive some of these covered 
home health services in order to get the 
advantage of the necessary equipment. 

No service would be covered as posthos-
pital extended care or as outpatient diag-
nostic or posthospital home health services 
if it is of a kind that could not be covered 
if it were furnished to a patient in a hospital. 

A spell of illness would be considered to 
begin when the individual enters a hospital 
and to end when he has not been an inpa-
tient of a hospital or extended care facility 
for 60 consecutive days..-

The deductible amounts for Inpatient hos-
pital and outpatient hospital diagnostic 
services would be increased if necessary to 
keep pace with Increases in hospital costs, 
but no such increase would be made before 
198. For reasons of administrative aim-
picity, increases in the hospital deductible 
will be made only when a $5 change Is called 
for and the outpatient deductible will 
change in $2.50 steps.

Basis of reimbursement: Payment of bills 
under the basic plan would be made to the 
providers of service on the basis of the "rea-
sonable cost" incurred In providing care for 
beneficiaries. 

Administration: Basic responsibility for 
administration would rest with the Secretalry 
of Health, Education, and Welfare. The 
Secretary would use appropriate State agen-
cies and private organizations (nominated 
by providers of services) to assist in the ad-
ministration of the Program. Provision is 
made for the establishment of an Advisory 
Council which would advise the Secretary on 
policy matters in connection with adminis-
tration. 

Financing: Separate payroll taxes to fl-
nance the basic plan, paid by employers, em-
ployses, and self-employed persons, would be 
earmarked in a separate hospital insurance 
trust fund established In the Treasury. The 
amount of earnings (wage base) subject to 
the new payroll taxes would be the same as 
for purposes of financing social security cash 
benefits. The same contribution rate would 
apply equally to employers, employees, and 
self-employed persons and would be as 
follows: 

Percent 
1966 ------------------------------- 0.35 
1967-72 ----------------------------- 50 
1973-75 -------------------- ,55 
1976-79----------------------------- .60 
1980-86 ----------------------------- 70 
1987 and thereafter ----------------- .80 

inurne taxal wouldng bae$5,600ha yearlfo 

of $3 a month (deducted, where possible, 
from social security or railroad retirement 
benefits). The Government would match 
this premium with $3 paid from general 
funds. Since the minimum increase in cash 
social security benefits for retired workers 
-under the bill would be $4 a month ($6 a 
month for man and wife receiving benefits 
on the same earnings record), the benefit 
increase would fully cover the amount of 
monthly premiums, 

Enrollment: Persons aged 65 before Janu-
ary 1. 1966, will have an opportunity to en-
roll In an enrollment period which begins on 
the first day of the second month after the 
month of enactment and ends March 31, 
1966. 

Persons attaining age 65 subsequent to 
December 31, 1985, will have enrollment per-
iods of '7 months beginning 3 months before 
attaining 65. 

In the future general enrollment periods
will be from October to December 31, In each 
odd year. The first such period will be 
October I to December 31, 1967. 

No person may enroUl more than 3 years 
after close of first enrollment period in 
which he could have enrolled, 

There will be only one chance to reenroll 
for persons who are in the plan but drop 
out, and reenrollment must occur within 3 
years of termination of previous enrollment. 

Coverage may be terminated (1) by the 
Individual filing notice during enrollment 
period, or (2) by the Government, for non-
Payment of premiums, after a grace period, 

A State would be able to provide the sup-
plementary insurance benefits to Its public 
assistance recipients who are receiving cash 
assistance if it chooses to do so. 

Benefits will be effective beginning July 
1, 1966. 

Benefits: The voluntary supplementar'y 
insurance plan would cover physicians' serv-
ices, home health services, hospital services 
in psychiatric institutions, and numerous 
other medical and health services in and out 
of medical Institutions, 

There would be anx annual deductible of 
$50. Then the plan would cover 80 percent
Of the patient's bill (above the deductible) 
for the following services: 

1. Physicians' and surgeons' services, 
whether furnished in a hospital, clinic, office. 
In the home, or elsewhere: 

2. Hospital care for 60 days In a spell of 
illness in a mental hospital (180-day life-
time maximum): 

3. Home health services (with no require-
ment of prior hospitalization) for up to 100 
visits during each calendar year: 

4. Additional medical and health services, 
whether provided In or out of a medical inI-
stitution, including the following: 

(a) Diagnostic X-ray and laboratory tests, 
electrocardiograms, basal metabolism read-
ings, electroencephalograms, and other Wiag-

nostc tets;not 
(b) X-ray, radium, and radioactive isotope 

extent possible, to contract with carriers to 
carry out the major administrative functions 
relating to the medical aspects of the pro
gram such as determining rates of payments 
under the program, holding and disbursing 
funds for benefit payments, and determin
ing compliance and assisting in utilization 
review. No contract is to be entered Into 
by the Secretary unless he finds that the 
carrier will perform its obligations under 
the contract efficiently and effectively and 
will meet such requirements as to financial 
responsibility, legal authority, and other 
matters as he finds pertinent. The con
tract must provide that the carrier take nec
essary action to see that where payments 
aeo otbss(oisiuinl rvdr 
of service), the cost is reasonable cost. Cor
respondingly, where payments are on a charge 
basis (to physicians or others furnishing 
noninstitutional services), the carrier must 
see that such charge will be reasonable and 
not higher than the charge applicable, for a 
comparable service and under comparable 
circumstances, to the other policyholders and 
subscribers of the carrier. Payment by the 
carrier for physicians' services will be made 
on the basis of a receipted bill, or on the 
basis of an an assignment under the terms 
of which the reasonable charge will be the 
full charge for the service. 

Financing: Aged persons who enroll in the 
supplemental plan would pay monthly 
premiums of $3. Where the individual is 
currently receiving monthly social security or 
railroad retirement benefits, the premiums 
would be deducted from his benefits. 

The Government would help finance tl~e 
supplementary plan through a payment from 
general revenues of $3 a month per enrollee. 
To provide an operating fund at the begin
nn ftesplmnaypaadt
establish a contingency reserve, a Govern
ment appropriat~on would be available (on 
a repayable basis) equal to $18 per aged 
person estimated to be eligible In July 1966 
when the supplementary plan goes into effect. 

The Individual and Government contribu
tions would be placed in a separate trust 
fund for the supplementary plan. All benefit 
and administrative expenses under the sup
plementary plan would be paid from this 
fund. 

The provision in the Income tax law whichi 
limits medical expense deductions to 
amounts in excess of 3 percent of adjusted 
gross income for persons under 65 would be 
reinstituted for persons 65 and over. Thus, 
provision is made for partial or full recovery 
of the Government contribution from en
rolled persons with Incomes high enough to 
require them to pay income taxes. A spe
cial deduction (for taxpayers who Itemize 
deductions) of one-half of premiums for 
medical care Insurance would be added, how
ever, which would be applicable to taxpay
era of all ages. Such special deduction could 

exceed $250 per year. 
Premium rates for enrolled persons (and

the matching Government contribution)
would be increased from time to time In the 
event that costs rise, but not more often 
tha~n once every 2 years. The premium rate 
for a person who enrolls after the first period 
when enrollment was open to him would be 

Inuac ol erfrtherapy;a e$,0
1966 through 1970 and would thereafter be (c) Ambulance services (under limited 
increased to $6,600 a year. cniin) n 

The schedule of contribution rates is andcoditioS):ialdesig spitats 
based on estimrates of cost which assume (ndSuhrgdeicaldessings andu spionts,fracturs. 
that the earnings base will not be increased and dsotheadeices;fo renaofductionlo fraicture 

shudices h $6,600. yas equipment such as iron lungs, oxygen tents,inraeby1 percent for each full year he aeaboveIfCnres.h-ae 
tax rates established can be reduced under 
the cost assumptions underlying the bill. 

The cost of providing basic hospital and 
related benefits to people who are not social 

secrit orrairoa beefiiaresrtirmen 
woeauldbr ady rmgnea udso h 

Tasrchoneurotic, 
B. Voluntary Supplementary Plan 

General description: A package of bane-
fits supplementing those provided under the 
basic plan would be offered to all persons 65 
and over on a voluntary basis. Individuals 
who enrolled initially Would pay premiums 

shold ncrasethebas 6,60, thehospital beds, and wheelchairs used inabve the 
patient's home; prosthetic devices (other
than dental) which replace all or part of a" 
internal body organ; braces and artificial 
les rs ys t.Plans 

There would be a special limitation on out-
side-the-hospital treatment of mental, pay-

and personality disorders, Pay-
ment for such treatment during any calendar 
year would be limited, in effect, to $250 or 50 
percent of the expenses, whichever Is smaller. 

Administration by carriers, basis for reim-
bursement: The Secretary of Health, Educa-
tion, and Welfare would be required, to the 

stayed out of the program. It would also be 
increased for any period that he had termni
nated his coverage. 
C. Costa of the Basic and Supplementary 

Benefits under both plans would first be
come payable for services furnished in July
1966, except for services in extended care 
facilities, for which benefits would first be
come payable in January 1967, 

Basic plan: Benefits under the basic plan 
would be about $1.0 billion for the 6-month 
period in 1966 and about $2.2 billion in 1967. 
Contribution income for those years would 
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be about $1.6 and $2.6 billion, respectively, 
The costs for the unins'ured (paid from gen-
eral funds) would be about $275 million 
per year for early years. 

Supplementary plan: Costs of the supple-
mentary plan would depend on how many of 
the aged enrolled, 

If 80 percent of the eligible aged enrolled, 
benefit costs of the supplementary plan 
would be about $195 million to $260 million 
in the 6 months of 1966 and about $765 mil-
lion to $1.02 billion in 1957. Premium in-
come from enrollees for those years would be 
about $275 and $560 million, respectively, 
The matching Government contribution 
would be the same. 

If 95 percent of the eligible aged enrolled, 
benefit costs of the supplementary plan 
would be about $230 to $310 million in 1966 
and about $905 million to $1.22 billion In 
1967. Premium income from enrollees for 
those years would be about $325 and $665 
million, respectively. The Government con-
tribution would be the same, 
ii. Improvement and extension of Kerr-Mills 

proramcal
pormStates 

Purpose and scope: In order to provide a 
more effective Kerr-Mills program and to ex-
tend its provisions to other needy persons, 
the bill would establish a single and separate 
medical care program to replace the differing 
provisions for the needy which currently are 
found in five titles of the Social Security Act. 

The new title (XIX) would extend the 
advantages of an expanded medical assist-
ance program not only to the aged who 
are indigent but also to needy individuals 
on the dependent children, blind, and per-
manently and totally disabled programs and 
to persons who would qualify under those 
programs if 	 in sufficient financial need. 

Inclusion of the medically indigent aged 
would be optional with the States but if 
they are included comparable groups of blind, 
disabled, and parents and children must also 
be included if they need help in meeting 
necessary medical costs Moreover, the 
amount and scope of benefits for the medi-
cally Indigent could not be greater than that 
of recipients on the cash assistance programs. 

The current provisions of law in the vari-
ous public assistance titles of the act pro-
viding vendor medical assistance would 
terminate upon the adoption of the new 
program by the State but no later than 
June 30, 1967. 

Scope of medical assistance: Under exist-
ing law, the State must provide "some insti-
tutional and noninstitutional care" under 
the inedical-assistance-for-the-aged program. 
There are no minimum benefit requirements 
at all under the other public assistance yen-
dor medical programs. The bill would re-

programs be provided assistance to meet the 
deductibles that are imposed by the new 
basic program of hospital Insurance. Also 
where a portion of any deductible or cost 
sharing required by the supplementary vol-
untary program is met by a State program It 
must be done so in a manner reasonably re-
lated to the Individual's Income and re-
sources. No income can be imputed to an 
individual unless actually available; and the 
financial responsibility of an Individual for 
an applicant may be taken into account only 
if the applicant is the individual's spouse or 
child who is under age 21 or blind or dis-
abled. 

Increased Federal matching: The Federal 
share of medical assistance expenditures 
under the new program would be determined 
upon a uniform formula with no maximum 
on the amount of expenditures which would 
be subject to participation. This currently 
is done for the medical assistance for the 
aged program. The Federal share, which 
varies in relation to a State's per capita in-
come, would be increased over current medi-

assistance for the aged matching so that 
at the national average would receive 

55 percent rather than 50 percent, and States 
at the lowest level could receive as much as 
83 percent as contrasted with 80 percent 
under existing law. 

In order to receive any additional Federal 
funds as a result of expenditures under the 
new program, the States would need to con-
tinue their own expenditures at their present 
rate. For a specified period, any Stats that 
did not reduce its own expenditures would 
be assured of at least a S-percent increase 
in Federal participation in medical care ex-
penditures. As to professional medical Per-
sonnel, the bill would provide a 75-percent 
Federal share as compared With the 50-50 
Federal-Stats sharing for other admInistra-
tive expenses. 

Administration: The State agency admin-
istering the new program would have to be 
the same as that administering the old-age 
assistance program. As some States have 
done under existing law, such an agency 
could delegate its function relating to the 
medical aspects of the program to the State 
health agency. The bill specifically provides 
as a State plan requirement that cooperative 
agreements be entered into with State agen-
cies providing health services and vocational 
rehabilitation services looking toward maxi-
mum utilization of these services in the pro-
vision of medical assistance under the plan. 

Effective date: January i, 1966. 
Cost: It is estimated that the new program 

will increase the Federal Government's con-
tribution about $200 million In a full year of 
operation over that in the programs operated 
under existing law, 

fiscal year 1967, $10 million for fiscal 1968. 
and $17.5 million for each succeeding fiscal 
year to be for grants to institutions of higher 
learning for training professional personnel 
for health and related care of crippled chil
dren, particularly mentally retarded children 
and children with multiple handicaps. 

Health care for needy children: A new 
provision is added authorizing the Secretary 
of Health, Education, and Welfare to carry 
out a 5-year program of special project 
grants to provide comprehensive health care 
and services for children of school age, or for 
preschool children, particularly in areas with 
concentrations of low-income families. The 
grants would be to Stats health agencies, 
to the State agencies administering the crip
pled children's program, to any school of 
medicine (with appropriate participation by 
a school of dentistry), and any teaching hos
pital affiliated with such school, to pay not to 
exceed 75 percent of the cost of the project. 
Projects would provide screening, diagnosis. 
preventive setvices, treatment, correction of 
defects, and aftercare, including dental serv
ices, for children in low-income families. 

An appropriation of $15 million would be 
authorized for the fiscal year ending June 
30, 1966; $35 million for the fiscal year end
ing June 30, 1967; $40 million for the fiscal 
year ending June 30, 1968; $45 million for 
the fiscal year ending June 30, 1969; and $50 
million for the fiscal year ending June 30, 
1970. 

Mental retardation planning: This title 
would authorize grants totaling $2,750,000 
for each of 2 fiscal years-the fiscal year end-
Ing June 30, 1966, and the fiscal year ending 
June 30, 1967. The grants would be avail
able during the year for which the appropria
tion is authorized and during the succeeding 
fiscal year until June 30, 1968. They are for 
the purpose of assisting States to implement 
and follow up on plans and other steps to 
combat mental retardation authorized undcr 
section 1701 of the Social Security Act. 
IV. 	Old-age, survivors, and disability insur

ance amendments 

Benefits 
1. Seven percent, across-the-board benefit 

increase in old-age, survivors, and disability 
insurance benefits: The bill provides a 7
percent, across-the-board benefit increase, 
effective retroactively beginning with Jan
uary 1965, with a minimum increase of $4 
for retired workers age 65 and older. These 
Increases will be made for the 20 million 
social security beneficiaries now on the rolls. 

Monthly benefits for workers who retire at 
or after 65 would be increased to a new mini
mum of $44 (now $40) and to a new maxi
mum of $135.90 (now $127). In the future, 
creditable earnings under the increase in the 
contribution and benefit base to $5,600 a year
(now $4,800) would make possible a maxi
mum benefit of $149.90. 

The maximum amount of benefits payable 
to a family on the basis of a single earnings 
record would be related to the worker's aver
age monthly earnings at all earnings levels. 
Under present law, there is a $254 limit on 

fml eeiswihoeae vrawd 
range of average monthly earnings. Under 
the bill, until 1971,, the family maximum 

be $312. 
Under the second-step increase in the wage 

base to $6,600 to be effective in 1971, also
provided in the bill, the worker's primary in
surance amount would range from a mtini
mum of $44 to a future possible maximum 

of $167.90 a month. Maximum family bene
fits up to $368 would also be payable. 

2. Payment of child's Insurance benefits 
to children, attending school or college after 
attainment of age 18 and up to age 22: The 
bill includes the provision adopted by both 
House and Senate last year which would con
tinue to pay a child's insurance benefit until 
the child reaches age 22, provided the chird 

quirethtbJu 1197fothnepr-
gram a State must provide inpatient hospital 
services, outpatient hospital services, other 
laboratory and X-ray services, skilled nursing 
home services, and physicians' services 
(whether furnished In the office, the pa-
tient's home, a hospital, or a skilled nursing 
home) in order to receive Federal participa-
tion in vendor medical payments. Other 
Items of medical service would be optional 

with the States.____________ 
with he 

Eligibility: Improvements would be effec-
tuated in the program for the needy elderly

breurnthtteSaemutprovide a
by rquirng tat te Sttes ust1969 

flexible income test which takes into account 
medical expenses and does not provide rigid 
income standards which arbitrarily deny as
sistance to people with large medical bills. 
In the same spirit the bill provides that no 
deductible, cost sharing, or similar charge 
may be imposed by the State as to hospitali-
zation under its program and that anmy such 
charge on other medical services must be 
reasonably related to the recipient's income 
or resources. Also important is the require-
ment that elderly needy people on the State 

No. 62--3 

iii Chldthatby uly1, 967,forthenewpro ealh prgra amndmnts
11Chlhelhpormaed 	 ns 

Maternal and child health and crippled 
children: The bill would Increase the amount 
authorized for maternal and child health 
services dyer current authorizations by $5 
million for fiscal year 1966 and by $10 million 
in each succeeding fiscal year, as follows: 
-ailybenefitswhichperatesoverawide 

Fiscal year Existing law Under bill 

Sttes.would 
1966--------- ------------ $4, 00' 00 $45,00' 0 
1967 -----------_--------- 40,0oo, 009, 50, 000, 000 
1968 --------------------- 45, 000, 009 s5,eoo0,ooo 

--------------------- 45,000,9000 51,000,000 
1970 and after -------------- 50, 000, 000 60, 000,000 

The authorizations for crippled children's 
service would be increased by the same 
amounts. Such isncreases would assist the 
States, in both these programs, in moving 
toward the goal of extending services with a 
view of making them available to children 
In all parts of the State by July 1, 1975. 

Crippled children-training personnel: The 
bill would also authorize $5 million for the 
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is attending public or accredited schools, In-
cluding a vocational school or a college, as 
a full-time student after he reaches age 18. 
Children of deceased retired, or disabled 
workers would be included. No mother's or 
wife's benefits would be payable on the basis 
of a child who has attained age 18 but Is in 
school. 

This provision will be effective January 1, 
1965. It is estimated that 295.000 children 
will be. able to receive benefits for a typical
school month In 1965 as a result of this 
provision, 

or wife's benefit provides that the oldest 
workers will receive benefits with only three 
quarters of coverage, under the bill. These 
three quarters may have been acquired at 
any time since the inception of the program 
in 1937. For those who are not quite so 
old, the quarters of coverage requirement 
would increase until the requirement merges 
with the present minimum requirement of 
six quarters. 

The following table illustrates the opera-
tion of the "transitional insured" status pro-
vision for workers: 

(b) Widows: Any widow who is age 72 or 
over in 1966. If her husband died or reached 
age 65 in 1954 or earlier, can get a widow's 
benefit - If her husband had at least three 
quarters of coverage. Present law requires 
six quarters. 

If the husband died or reached 65 in 1955, 
the requirement is four qusrters. If he died 
or reached 65 In 1956, the requirement would 
be five quarters. If he died or reached 65 
In 1957 or later, the minimum requirement
would be six quarters, the same as present 
law. 

widows reaching age 12 in 19617 and
1968. there is a "grading In" of coverage re
quirement of four or five quarters of cover
age, respectively. Widows reaching age '72 

1969 or after would be subject to the re
quirements of existing law of six or more 
quarters of coverage. 

The table below sets forth the require-
mente as to widows: 

3. Bnefts0: he or wdowillFor atage
Thebl 

ceiving benefits beginning at age 60 with the 
benefits payable to those. who claim them be- Men Women 
fore age 62 being actuarially reduced to take - _________-in 

account of the longer period over which they Quarters of Quarters of 

woul provfide thf otont widows 0 ofae Workers benefits 

will be paid. Under present law, full widow's 
benefits and actuarially reduced worker's and 
wife's benefits are payable at age 62. 

This provision, adopted by both Houses last 
year, would be effective for the second month 
after the month of enactment. It is esti-
mated that 185,000 widows will be able to 
get benefits immediately under this provi- 
sion. 

4. Amendment of disability program: (a)
Definition: The bill would eliminate the pros-
ent requirement that a worker'a disability 
must be expected to result in death or to be 
of long-continued and indefinite duration, 
and instead provide that an insured worker 
would be eligible for disability benefits if he 
has been totally disabled throughout a con 
tinuous period of at least 6 calendar months. 
Benefits payable by reason of this change 
would be paid for the second month follow-
Ing the month of enactment. 

(b) -Waiting period: The waiting period 
during which an individual must be under a 
disability prior to entitlemrent to benefits is 
reduced by 1 month by the bill. It provides 
that disability benefits would be payable be-
ginning with the last month of the 6-month 
waiting period rather than with the first 
month after the 6-month waiting period as 
under exising law. This change would be 
applicable to all cases in which the last 
month of the waiting period occurs after the 
month of enactment. 

It is estimated some 155,000 disabled work-
ors and dependents will be benefited by these 
provisions, 

Certain changes are also made in the provi-
sion terminating disability benefits and waiv-
ing subsequent waiting periods so as to make 
them more restrictive when applied to 
shorter term disabilities, 

(c) Entitlement to disability benefits after 
entitlement to benefits payable on account Of 
age: Under the bill, a person who becomes 
entitled before age 65 to a benefit payable on 
account of old age could later become en-
titled to disability insurance benefits. 

(d) Allocation of contribution income be-
tween OASI and DI trust funds: Under the 
bill, an additional one-fourth of 1 percent
of taxable wages and three-sixteenths of 1 
percent of taxable self-employment income 
would be allocated to the disability insurance 
trust fund, bringing the total allocation to 
three-fourths of 1 percent and nine-six-
teenths of 1 percent, respectively, beginning 
in 1966. 

5. Benefits to certain persons at age 72 or 
over: The bill would liberalize the eligibility 
requirements by providing a basic benefit 
of $35 at age 72 or over to certain persons 
with a minimum of three quarters of cover-
age which can be acquired at any time since 
the beginning of the program in 1937. To 
accomplish this, a now concept of "1transi-
tional insured" status is provided. Present 
law requires a minimum of six quarters of 
coverage in employment or self-employment, 

(a) Men and women workers: The concept 
of "transitional Insured" status which would 
make an Individual eligible for an old-age 

Age (in 1965) 	 coverage Age (in 1965) coverage
required required 

76 or over ---- 3. 73 or over. ---- 3. 
75 ---------- 4. 72 ---------- 4. 
4------------ 5. 71 ---------- 5S. 

73 oryounger-16 or more. I70oryounger- 6 or more. 
1 Benefits will not be payable, however, until age 72. 

insured status provisions with respect to widow's benefits as to quarters of coverage required 

Year of husband's death (or attainment of age 65, It 
earlier) 

-______________________ 

1954 or before ------------------------------------1955--------------------------------------------I
1956 -----------------------------------------
1917 or after---------------------------------------6 

(c) Basic benefits: Men and women workers 
who would be eligible under the above-
described provisions for workers would re-
ceive a basic benefit of $35 a month. A wife. 
aged 72 or over (and who attains that age 
before 1969) would receive one-half of this 
amount, *17.50. No other dependents' basic 
benefits would be provided under these pro-
visions. 

Widows would receive $35 a month under 
the above-described provision.

These provisions would become effective 
for the second month after the month of 
enactment, at which time an estimated 355.-
000 persons would be able to start receiving 
benefits, 

6. Retirement test: The bill liberalizes the 
social security earned income limitation so 
that the uppermost limit of the "band" of $1 
reduction in benefits for $2 in earnings Is 
raised from $1,700 to $2,400. Under existing 
law the first $1,200 a year in earnings is 
wholly exempted, and there is a $1 reduc-
tion in benefits for each $2 of earnings up to 
$1,700 and $1 for $1 above that amount. The 
bill would increase the $1 for $2 "band" so 
that it would apply between $1,200 and $2,-
400, with $1 for $1 reductions above $2,400. 
This change is effective as to taxable years 
ending after 1965. . 
4 The bill also exempts certain royalties re-
ceived in or after the year in which a per-
son reaches age 65 from copyrights and 
patents obtained before age 65 from being 
counted as earnings for purposes of this teat 
effective as to taxable years beginning after 
1964. 

7. Wife's and widow's benefits for divorced 
women: The bill would authorize payments 
of wife's and widow's benefits to the di-
vorced wife aged 62 or over of a retired, de-
ceased, or disabled worker If she had been 
married to the worker for at least 20 years 
before the date of the divorce and If her 
divorced husband was making (or was ob-
ligated by a court to make) a substantial 
contribution to her support when he became 
entitled to benefits, became disabled, or died, 

Proposed quarters required for widow 
Present attaining age 72 in-
quarters _______________ 

required 16 rbfr 97 16 

6----------3 ---------- 4---------- 5.6--------4---	 ---------- 4---------- 5.6---- ---------- 5. 
oror re..w or - ori -me. or more.-- '6orre... 06 -6 

The bill would also provide that. a wife's 
benefits would not terminate when the wom
an and her husband are divorced If the mar
riage has been In effpct for 20 years. Provi
sion is also made for the reestablishment of 
benefit rights for a widow or a wife who ro
marries and the subsequent marriage lasts 
less than 20 years. These changes are ef
fective as to second month following month 
of enactment. 

8. Adoption of child by retired worker: 
The bill would change the provisions relating 
to the payment of benefits to children who 
are adopted by old-age insurance bene
ficiaries to require that as to any adoption 
after the worker becomes entitled to an old-
age benefit (1) the child be living with the 
worker (or adoption proceedings have begun) 
in or before the month when application 
for old-age benefits is filed; (2) the child be 
receiving one-half of his support for a year 
before the worker's entitlement; and (3) the 
adoption be completed within 2 years after 
the worker's entitlement. 

COVERAGE: 
The following coverage provisions (con

tained in the House-passed bill last year) 
were Included: 

1. Physicians and Interns: Self-employed 
physicians Would be covered for taxable years 
ending after December 31, 1965. Interns 
would be covered beginning on January 1, 
1966, on the same basis as other employees 
working for the same employer. 

2. Farmers: Provisions of existing law with 
respect to the coverage of farmers would be 
amended to provide that farm operators 
whose annual gross earnings are $2,400 or 
less (instead of $1,800 or less as in existing 
law) can report either their actual not earn
ings of 66% percent (as in present law) of 
their gross earnings. Farmaers whose annual 
gross earnings are over $2,400 would report 
their actual net earnings If over $1,600, but if 
actual not earnings are less than $1,600. they 
may instead report $1,600. (Present law 
provides that farmers whose annual gross 
earnings, are over $1,800 report their actual 
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net earnings If over $1,200, but if actual net 
earnings are less than $1,200, they may re-
port $1,200.) This change would be effective 
for taxable years beginning after December 
31. 1965. 

3. Cash tips: Coverage of cash tips received 
by an employee in the course of his employ-
ment as wages would be provided, effective 
as to tips received after 1965. 

(a) Reporting of tips: The employee would 
be required to report to his employer 
in writing the amount of tips received and 
the employer would report the employee's 
tips along with the employee's regular wages. 
The employee's report to his employer would 
include tips paid to him through the em-
ployer as well as those received directly from 
Customers of the employer. Tips received by 
an employee which do not amount to a 
total of $20 a month in connection with his 
work for any one employer would not be 
covered and would not be reported. 

(b) Tax on tips: The employer would be 
required to withhold social security taxes 
only on tips reported by the employee to him, 
Unlike the provision in last year's House bill, 
the employer would be required to withhold 
income tax on such reported tips. The em
ployer would be responsible for the social 
security tax on tips only if the employee 
reported the tips to him within 10 days after 
the end of the month in which the 'tips were 
received. The employer will be permitted 
to gear these new procedures into his usual 
payroll periods. The employer would pay 
over his own and the employee's share of the 
tax on these tips and would include the tips 
with his regular reports of wages. If at the 
time the employee report is due (or, in cases 
where the report is made earlier-if between 
the making of the report and the time it is 
due), the employer doss not have unpaid 
wages or remuneration of the employee under 
his control sufficient to cover the employee's 
share of the social security tax applicable to 
the tips reported, the employee will pay his 
share of the tax with his report. 

If the employee doss not report his tips to 
his employer within 10 days after the end of 
the month involved, the employer would have 
no liability. In such a case the employee 
alone would be liable not only for the amount 
of the employee tax but also an additional 
amount equal to the employer tax. 

4. ocalgovrnmetSate nd eployes: 

the exemption must be a member of a recog-
nized religious sect (or a division of a sect) 
who is an adherent of the established teach-
ings of such sect by reason of which he is 
conscientiously opposed to acceptance of the 
benefits of any private or public insurance, 
making payments in the event of death, dis-
ability, old-age, or retirement, or making 
payments toward the cost of, or providing 
services for, medical care (including the 
benefits of any insurance system established 
by the Social Security Act). The Secretary 
of Health, Education, and Welfare must find 
that such sect has such teachings and has 
'been in existence at all times since Decem-
her 31, 1950, and that it is the practice for 
members of such sect to make provision for 
their dependent members which, in the Sec-
retary's judgment, is reasonable in view of 
their general level of living. The exemption 
for previous years (taxable years ending 
prior to December 31, 1965) must be filed by 
April 15. 1966. The exemption would be 
effective as early as taxable years beginning 
after December 31, 1950. 

3. Nonprofit organizations: Nonprofit or-
ganizations could provide coverage for em-

ployees retroactively for up to 5 years (1 
year under present law); also, validation of 
certain erroneously reported wages would be 
permitted. 

MISCELLANEOUS 
1. Filing of proof: Extends indefinitely 

the period of filing of proof of support for 
dependent husbands, widowers and parent's 
benefits, and lump-sum death payments 
where good cause exists for failure to file 
within initial 2-year period. 

2. Automatic recomputation of benefits: 
The benefits of people on the rolls would be 
recomputed automatically each year to take 
account of any covered earnings that the 
worker might have had in the previous year 
that would increase his benefit amount. 
Under existing law there are various require
ments, including filing of an application and 
earnings of over $1,200 a year after entitle
ment. 

3. Military wage credits: Replaces present 
provision authorizing reimbursement of trust 
funds out of general revenue for gratuitous 
social security wage credits for servicemen 
so that such payments will be spread over the 
next 50 years (now 10 years). 

Number of personsimmemdiately effected end amount of additionalbenefits in the full year 1.966 

'percent benefit increase ($4minimum inpriinary 20 sitlion persons ----------- $1.4 billion.

beisefits).
Child's benefit to sege22 if in school. ---------- 995,000 children ------------- $191 million.

Reduced age fer widens ------------------------ 181,000 w~idows-------------- $161 millien (no Ieee-range 
charge to system b)ecausec of 
actuarial reduction). 

Reduetien in eligibility requirement for certain 355,000 persens-------------- $140 millien. 
persens aged 72 er over. 

Liberalizat ien ef disability definition ------------- 111,000 workers, and depend- $105 million. 
cuts. 

Liberalizat ion of retirenlent lest --------------------------------------------- $61million. 
'FINANCING OF OASfl1 AMENDMENeTS 

The benefit provisions of the bill are fi-
nanced by (1) an increase In the earnings 
base from $4,800 to $5,600 (effective Janu-
ary 1, 1966), and $6,600 (effective 1971). and 
(2) 	 a revised tax rate schedule, 

The tax rate schedule under existing law 
and revised schedule provided by the bill for 
OASDI programs follow: 

tin percent] _______ 

-______ 

Employer- Self-employed 
euiployce rate rate 

(each)
Years 

old-age assistance and medical assistance for 

the aged programs (and for combined pro-
grain, title XVI) as to aged Individuals who 
are patients in institutions for tuberculosis 
or mental diseases or who have been diag
nosed as having tuberculosis or psychosis 
and, as a result, are patients in a medical 
Institution. Requires as condition of Fed
eral participation in such payments to, or
for, mental patients certain agreements and 
arrangements to assure that better care re
sults from the additional Federal money. 
Provides that States will receive no more in 
Fdrlfnsudrti rvso hnte 
Incerease their expnditureis frvsormnthal thealt 
increase theirexpenditures fr mental healt 

under public health and public wel
fare programs. Also removes restrictions as 
to Federal matching for needy blind and dis
abled who are tubercular or psychotic and 
are In general medical Institutions. Effec
tive January 1, 1966. Cost: About $75 

million a year.
3. Protective payments to third persons: 

Adds a provision for protective payments to 
third persons on behalf of old-age assistance 
recipients (and recipients on combined title 
XVI program) unable to manage their money 
bfecause ofnuphysia or meta9icaacty 
Efeciv Janaryig 1,mpio1966.d-geas 

4.sane:Icesearnings exemption underol-g as 
odaessistance:Ices earnigsa exemption(n unde 
ol-ae assbistnceprogram)s (hand foSaged iny 
athetcombioneedmprorm)sthirt a a2State may. 
atdits optoneep first $20 (now $10) o ha the 
an oeiine-hal mofntheynext$6rnowgs $40)ctof
Jna recipient's monthly earnigs.ou nEfecstiv 
yer 

6. Definition of medical assistance for 
aged: Modifies definition of medical assist
ance for the aged so as to allow Federal 
sharing as to old-age assistance recipients 
for the month they are admitted to or dis
charged from a medical institution. Effective 
July 1. 1965. Cost: About $2 million. 

6. Retroactive benefit increase: The bill 
adds provision which alow the States to dis
regard so much of the OASDI benefit in
crease as Is attributable to its retroactive 
effective date. 

7. Economic Opportunity Act earnings ex
emption: The bill also provides a grace pe-

Alaska and Kentucky would be added to the 
list of States which may cover State and 
local government employees under the di-
vided retirement system provision. This 
provision allows current employees desiring 
to do so to elect coverage; future employees 
are covered compulsorily.

Anthr6porunt7wul2b roidd 
throughe 196,portheit eolecio of rovierag 

4. Sate nd ocalgovrnmeteployes:purposes 
rresentoi m Present Burn 

law law 
-

1001------------- 3. 625 3.625 5. 4 5.4 
1966------------- 4.125 tO0 6.2 6.0 
1967------------- 4.125 tO 6.2 B. 0 
1968--------.25 tO1 6.9 6.0 

46'25 4. 4 6.5 6.6 
1971 and after---- 4.625 4. 8 6.9 7.0 

by people who originally did not choose coy-v___ 	 ___-

erage under the divided retirement system 
provsio. 

Coverage would be made available to cer-
tamn hospital employees in California whose 
positions were removed from a State or local 
government retirement system. 

New coverage provisions in the bill (not 
contained isa last year's bill) are: 

1. District of Columbia employees: Cover-
age would be extended to employees of the 
District of Columbia who are not covered by 
a retirement system. About 600 substitute 
teachers would be involved. The District of 
Columbia Commissioners also could shift 
the coverage of temporary and intermittent 
employees from the civil service retirement 
system to social security. The earliest date 
on which coverage could become effective 
Would be the first day of the calendar quar-
ter following the calendar quarter of enact-

met.$30). 
2. Exemption, of certain religious sects: 

Members of certain religious faiths may be 
exempt from social security self-employ-
ment taxes and coverage upon application 
which would be accompanied by a waiver of 
benefit rights. An Individual eligible fot 

V. Public essistanceamendments 
1.Incease asistace aymets:The 

Federal share of payments under all State 
public assistance programs is increased a 
little more than an average of $2.50 a month 
for the needy aged, blind, and disabled and 
an average of about $1.25 for needy children, 
effective January 1, 1966. This is brought 
about by revising the matching formula for' 
the needy aged, blind, and disabled (and for 
the adult categories in title XVI) to provide 
a Federal share of $31 out of the first $37 
(now twenty-nine thirty-fifths of the firstyer 
$35) up to a maximum of $75 (now $70) per 
month per individual on an average basis. 
The bill revises matching formula for aid 
to families with dependent children so as to 
provide a Federal share of five-sixths, of the 
first $18 (now fourteen-seventeenths of the 
first $17) up to a maximum of $32 (now 

A provision is included so that States 
will not receive additional Federal funds ex-
cept to the extent they pass them on to 
individual recipients. Effective January 1, 
1966. Cott: About $150 million a year. 

2. Tubercular and mental patients: Re-
moves exclusion from Federal matching in 
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n~od for action by States that have not had 
regular legislative sessions, whose public as-
sistance statutes now prevent them from 
disregarding earnings of recipients received 
under the Economic Opportunity Act, 

8. Judicial review of State denials: The bill 
provides for judicial review of the denial of 
approval by the Secretary of Health, Educa-
tion, and Welfare of State public assistance 
plans and amendments and of his action 
under such programs for noncompliance 
lwit.tt lncnitosi h eea 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield myself 15 minutes. 

(Mr. BYRINES of Wisconsin asked and 
was given permission to revise and ex-
tend his remarks.)

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I regret that we must con-
sider a bill of this proportion, dealing 
as it does with such sensitive and far-
reaching matters, all in one bill. As a 
result, we are required to consider the 
good and the bad, with no opportunity 
to separate, as it were, the wheat from 
the chaff. Instead of considering one 
single bill, Mr. Chairman, we should be 
considering at a minimum two separate 
bills. The chairman of the Committee 
on Ways and Means has suggested that 
it could even be divided further when 
he states there are four monumental sec-
tions to this omnibus bill we are con-
sidering. I would have been well 
pleased and well satisfied if he would 
have earlier limited it to two and said: 
"Let us consider two separate monumen-
tal aspects of this bill. First. That part
making necessary changes in the old-age, 
survivors, and disability insurance sec-
tion, the cash benefit program, and the 
various welfare programs; and, second, 
another bill dealing with the medical 
care proposals." It seems to me that the 
House and its Members should have 
some opportunity to really work their 
will on this legislation. 

The medical provisions should stand 
or fall on their own merits, and the 
amendments to the old-age, survivors, 
and disability insurance system, the cash 
benefit program, should stand or fall on 
the merits of those amendments. But 
as it Is we are forced to accept the bad 
with the good, or reject the good with 
the bad. 

This is not, in my judgment, a good 
way for a democratic body-and I use 
a small `d"-to function. It is not the 
way to get a full expression of the will 
of the House of Representatives, 

I proposed earlier this year when the 
committee first began its consideration 
of this matter, that we consider and 
consider promptly amendments to the 
old-age and survivors disability insur-
ance system and the other welfare pro-
grams, and get that on its way. We had 
already done the groundwork on that. 
We had passed in this House last year a 
bill providing necessary amendments 
and changes. It had gone through the 
Senate, it had been Practically through
conference, we could have acted speed-
ily, and it could have been enacted into 
law long before this. In fact, I might 
review just a little l4lstory to point out 
that the amendments to the old-age 
survivors disability insurance sections 
of this bill could have been passed last 
fall if the word had not come down, and 

the insistence made that "Oh, no, you 
have to tie all of these together because 
of the fear that the medical part of this 

program could not stand on its own 
merits." 

Let me point out this at the very be- 
ginning, that we on the committee,
Democrats and Republicans alike, are in 
general agreenient with respect to those 
provisions in the bill as reported by the 
committee relating to the old-age and 
survivors system, the disability system,
and even as far as the Kerr-Mills sys-
tem is concerned. That is not to say we 
have agreed on everything that is In the 
bill today, but generally we could have 
accepted them and they could have 
passed this House without a dissenting 
vote if we had limited it to that. 

Yes, and we are in agreement in the 
committee, Democrats and Republicans 
alike, that our aged people face a prob-
lem with respect to providing for their 
medical care. We acknowledged that as 
far back as 1950, when we authorized the 
Federal Government to participate in 
subsidizing the benefit payments made 
by States to certain of its aged people 
who were in need. 

We recognized it again when we en-
acted in the first instance the Kerr-
Mills bill, and we still recognize that this 
is a problem of our older people. 

We all feel, Democrats and Republi-
cans alike, that something should be 
done, that action is called for. Our dif-
ference, and it is an important differ-
ence, Is as to how. How do we do it? 
How do we meet the problems of these 
people in a way that is best for them 
and is best for this Nation and in the 
best interests of all of our people?

Let me, in my discussion of the bill 
before us and the issue before us, say a 
few words about the changes that have 
been made in the basic Social Security 
Act. I am most pleased at some of the 
changes that are made because they are-
changes that I have been advocating for 
some time. We finally are moving in this 
bill to correct what I consider to be some 
very serious inequities and some in-
justices.

I would mention first the benefit level, 
It was last year when this matter of In- 
creasing the level of benefits under the 
old-age and survivors and disability in-
surance was under consideration that I 
proposed, and In fact, moved in the com-
mittee that the benefit level be increased-
by 7 percent. We were told at that time 
by the administration, and this position 
was supported by the majority on the 
committee, that it had to be held to a 
5-percent increase and that it had to be 
held there in order to accommodate a 
medical care program under the social 
security system. 

Do not forget that history because it 
is important to remember when the pro-
ponents of the committee bill say the 
medical -program can have no effect on 
the cash benefits, that we do not have to 
worry about superimposing a medical 
care program on the old-age and sur-
vivors insurance system. 

It was as recent as last year that we 
were told-yes; the cost of living has in-
creased 7 or 8 percent since we last in-
creased the cash benefit level, but you 
cannot increase benefits by 7 percent and 

still have enough of the payroll tax left 
to finance a medical care program under 
social security. 

That, my friends, Is what Is also going 
to happen again in the future If we tie 
a hospitalization program to the old-age
and survivors insurance system, as is 
done in this bill as reported by the corn
mittee. 

There is going to come a day when you 
will recognize the need for increased cash 
benefits in that program and you will be 
foreclosed from doing so because you will 
have preempted the payroll tax and the 
source of revenue from that source for 
the purposes of medical care, and you 
will not have sufficient left to do what 
should be done with respect to cash 
benefits. 

I am pleased at the change that is 
involved in this bill over the bill last 
year, and I am pleased by the 7-percent
increase. 

There is a provision in this bill and 
the chairman has referred to it, of pay
ing benefits on a transitional basis to 
certain persons 72 years of age and over 
who are not now eligible for cash bene
fits. We have had, in my judgment, a 
very serious inequity in the old age and 
survivors insurance system in that we 
completely ignored the plight of many 
of our older people, a large percentage 
of whom are widows, who because they 
were born too soon, you might say, or 
because the Congress acted too late do 
not receive the benefits of the old age 
and survivors insurance system. 

In 1960 I first introduced in the 80th 
Congress a bill to provide benefits for 
these people. I am most pleased today 
to see the committee at least in part
moving to solve this problem by the pro
vision that has been added to the bill to 
include and provide benefits for those 
over 72 years of age in certain circum
stances. 

Another item that was of some inter
est to me and which I encouraged the 
committee to include-and I think I can 
at least take some credit for having it 
included-is the item providing for in
creasing the amount an individual is 
permitted to earn withsvut losing benefits. 
That was not in the bill when it was 
sent to us by the administration. It was 
not in the King-Anderson bill and it was 
not in the preliminary draft of the bill 
that was submitted to the committee 
prior to the final action. But we did in
sert in the bill, during the latter days, 
this provision increasing the amount an 
individual can earn and still not lose his 
cash benefits. 

Then also there is a provision that I 
would point out that liberalizes the in
come treatment for the self-employed 
farmer. This corrects a problem I 
brought to the attention of the corn
mittee last year. 

Then there is another provision that I 
think we all should be acquainted with 
because it is of considerable significance
and also moves toward the correction of 
problem which I have felt existed in 
our tax laws through the years. This is 
not, an item relating specifically to our 
aged and to those over 65. This is an 
item that relates to all of our people. It 
is the provision which will permit a per
son no matter what his age, in determin
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ing his income tax and his tax liability, 
to deduct 50 percent of the cost of the 
premiums for a health insurance policy 
up to a maximum deduction of $250 
without being limited by the 3-percent
floor. This provision moves in the direc-
tion of encouraging our people to pro-
vide insurance against the risks of medi-
cal costs. 

I first proposed legislation to remedy 
this Problem in 1962, in the 87th Con-
gress. I believe it will be of considerable 
help and encouragement toward greater
expansion of private insurance for the 
mass of our population, and therefore a 
move in the right direction, 

Now let me come to the parts of the 
bill which are in controversy, to that 
part of the bill which the proponents are 
unwilling to let stand on its own feet and 
rise or fall on its own merits, but which 
they have to tie to thq now ~controversial 
amendments to the Sonma Security Act. 

Perhaps I could best discuss this aspect
of the bill and the problem by pointing
out in the first instance what, I would 
propose to replace the provisions of thebillas ommittee relatingepotedby he 
to medical care for the aged over 65. 

The bill I propose, which I have intro-
duced, includes all of the social security 
amendments, all of the public welfare 
amendments, all of the amendments to 
the Kerr-Mills Act, to which I have,
however, added specifically the option for 
the States to adopt the eldercare pro-
gram. The only difference between the 
bill I have proposed and will offer as a 
substitute and the bill as reported by the 
committee is in the approach to the 
problem of health insurance for the aged.

The substitute bill provides a program
of health insurance which is admittedly
the most comprehensive available today.
The substitute adopts the approach used 
by the private insurance industry and it 
Is patterned after the system of insurance 
that we have provided for our own Fed-
eral employees. The benefits are Pat-
terned on the high option of the Gov-
emninent-wide indemnity contract nego-
tiated between the Civil Service Coin-
mission and private carriers for the 
benefit of Federal employees. It makes 
no distinction between medical services 
in the hospital or out of the hospital and 
it thus avoids placing unnecessary re-
liance on hospitalization, as I feel the 
committee bill does, which is the area ad-
mittedly where the costs are the greatest
and the most likely to -rise in the future, 

The program is also patterned after 
the program we make available to our 
Federal employees in that we provide for 
a sharing of premium costs. The indi-
vidual participates on a voluntary basis,
He has the choice as to whether he wants 
to take the insurance policy or not. He 
pays a part of the premium costs. The 
Federal Government pays the balance of 
the premium costs, 

For parts I and 2 of title I of the com-
mittee bill-these are the sections which 
provide for the hospitalization and re-
lated medical services-I substitute a 
single comprehensive program of Fed-
eral insurance. The program incorpo-
rates the medical program of the coin-
mittee bill into a single package of bene-

fits, with more extensive coverage-yes,
and a savings in costs. 

Now, there is nothing complicated
about the proposal. We rely upon and 
adopt the procedflres which are followed 
by private carriers in their contracts 
with the Civil Service Commission for 
our Federal employees, 

The CHAIRMAN. The time of the 
gentleman has again expired.

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield myself 10 additional 
minutes. 

All persons aged 65 or over would be 
eligible-eligible on a uniform basis-for 
insurance and protection equivalent to 
the Governmnent-wide indemnity benefit 
plan of the Federal Governmnent. Their 
participation would be voluntary. There 
would be no means test. Enrollment 
would be during an initial enrollment 
period followed by periodic enrollment 
periods. This is the same system we use 
for our own Federal employees. For 

with private agencies Blue Cross-Blue 
Shield, for example, which would proc
ess and pay the claims of those furnish
ing services and would then be reim
bursed from the National Health Insur
ance Fund. 

The Surgeon General would contract 
with private agencies and insurers just
like we do in the Federal health insur
ance plan, which would then pay the 
claims of those furnishing the services,
such as doctors and hospitals, and would 
be then reimbursed from the National 
Insurance Fund. 

The chairman has suggested and 
others have suggested that this is a more 
costly method. It is not a more costly
method. I hope we can show you in 
terms of cost to the Governmnent-in 
terms of cost to the taxpayers-that we 
offer a plan here which is less costly to 
the taxpayers than that of the commit
tee bill. 

Let me say this: The estimates of the 
those under social security or the rail-csoftiprgahvebnmdey
road retirement, enrollment would be ctar hve beenrtmaen bytcst of thiprga 
exercised by the assignment of a Dre- Hatmium contribution or a checkoff againstEdctoadWlrewhhs 
th niiulscretsca euiyalso made the estimates of the cost of 
benefits. Those not under social se-shrlaftrIirouetebllen
curity, would execute an application ac-shrlafeIinodcdteblem 
companying it with their initial premium bdigtePoiin fti lentv 
contribution. State agencies would be Plan, the actuary, in whom I have a great
granted an option to purchase the insur- deal of confidence, estimated that this 
ance for their old-age assistance and program would cost on an average of $20 
medical assistance for the aged recipi-amotfrechptipn. ats 
ents at a group rate. Premium contri-
butions by the individual would be based 
on the cash benefits which they receive 
under the OASDI. 

Premium contributions by individuals 
would be based upon the cash benefits 
which they receive under the OASI sys-
tem. The Premium would be 10 percent
of the minimum social security benefit 
and 5 percent of the balance. Those re-
ceiving the lowest social security bene-
fits would Pay the least. The average
premium contribution on the basis of 
the bills' benefit levels would be $6.50 per
month per person, 

Persons not under social security
would pay a premium equivalent to the 
maximum contribution of an individual 
under social security. The remainder of 
the cost of the insurance would be paid
by the .Federal Government out of gen-
eral revenues. 

Benefits would be paid out of a Na-
tional Health Insurance Fund. The fund 
would receive as deposits the contribu-
tions of individuals, assignmnents from 
the social security system and railroad 
retirement board on behalf of individ-
uals who have authorized a checkoff Of 
their cash benefits, State contributions 
for OAA and MAA recipients, and annual 
appropriations from the Federal Treas-
ury. 

The Secretary of the Treasury would 
administer the fund, 

The insurance Program would be ad-
ministered by the Department of Health,
Education, and Welfare, which would be 
charged with general administration, 
recordkeeping, and so forth, but would 
not process the claims or bills of hos-
pitals, physicians, and the like, 

The Surgeon General would contract 

the Premium you would have to charge if 
the Program were fully financed by
Premiums. 

On February 16, a week later, however,
the same actuary gave us an estimate of 
$16. Now I am told that if the same 
assumptions were used that have been 
used in estimating the cost of the corn
mittee bill, the estimate might be back 
up to $20 per month. There has been a 
new estimate of the cost of our program 
on the same actuarial basis, using the 
same conservative assumptions; and the 
estimate now comes to a benefit level cost 
of approximately $20 per month per in
dividual. That is the benefit side. 

But where do we have the savings?
Where is the difference In the cost be
tween the two plans? In the first place,
the program I advocate is voluntary,
whereas the hospitalization program un
der the committee bill is compulsory. 

The voluntary aspect of the program
automatically reduces the cost; it reduces 
the cost of the voluntary program Of 
supplemental benefits in the commnit
tee. I believe, the estimate Of utiliza
tion under that program is something
like 85 or 90 percent.

Mr. MILLS. Eighty to ninety-five
Percent. 

Mr. B3YRNES of Wisconsin. Eighty to 
ninety-five Percent; that is the estimate 
that is used for the voluntary system in 
the committee bill. Of course, as you 
reduce the number of people participat
ing, the basic cost is reduced; and, using
the same fundamental estimate of util
ization for our overall package, the gen
eral revenue cost is $2 billion a yeair.
The premium cost is $1 billion. So you 
come to a benefit cost of $3 billion and 
You come to a taxpayer cost of $2 billion 
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under the comprehensive bill that I have 
proposed, 

Let us look ht the cost of the commit-
tee bill. We have to look at both pack-
ages; not just the hospital package, and 
not just the doctors' service Package.
What is the combined cost in dollars to 
the taxpayers. As far as cost to the tax-
payers is concerned it is $2,860 million 
under the present estimate of which $835 
million is from the general fund, and 
$1.25 billion is from the payroll tax. They 
tell you how sufficient it is to~have a pro-
posal that would finance hospital bene-
fits out of the general fund, which is 
programed separately and is not tied in 
with social security. 

Let me call your attention to the fact 
that the hospital program, largely
financed by the payroll tax, still uses an 
appropriation from the general fund to 
finance a part of the hospital program.
For the first full year of operation the 
estimlate-and the tables appear in the 
committee report-shows that the cost to 
the general fund will be $275 million in 
that year for the hospitalization pro-
gram.

This in effect is the manner in which 
the hospitalization program is financed: 
For those over 65 today who are drawing 
a social security cash benefit, their bos-
pita~lization will be financed from the 
payroll tax; for those over 65 who are 
not eligible for social security benefits, 
their hospitalization will be financed 
from the general fund. 

Now, Mr. Chairman, I ask you, if the 
medical care program is separate from 
the social security system and the pay-
roll tax, how can you draw a distinction 
between those who have already retired 
who are not drawing a social security 
benefit and those who are? 

Mr. Chairman, you cannot logically
draw such a distinction. There is none. 
Those presently retired have had no con-
nection with the tax for hospitalization
which is imposed under the committee 
bill. This is true whether they are draw-
ing social security benefits or not. Why 
then should their hospital benefits be 
financed on a differen~t basis?. 

The CHAIRMAN. The time of the 
gentleman from Wisconsin has again ex-
pired. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield myself 5 additional 
minutes. 

But where do you end up? Where do 
you end up as you add up the cost of the 
committee bill? 

The cost of the hospital and the volun-
tary supplemental services under the 
committee bill in the first full year of 
operation Is $2.8 billion of taxpayers'
funds, either payroll taxpayers or gen-
eral taxpayers. Under our substitute, the 
total cost as far as the general taxpayer
is concerned in the first full year of op-
eration is $2 billion. There is where the 
difference in cost is, Mr. Chairman, and 
it Is there in black and white. we do 
not have to do any searching for it. A 
large part of the savings results from the 
fact that the substitute program Is on a 
voluntary basis. Hospitalization under 
the committee bill Is compulsory. In 
addition the substitute bIll is contribu-
tory. I believe experts in the field will 

agree that the contributory factor is a 
substantial element in reducing abuses; 
namely, excessive utilization of benefits. 

Then, finally, Mr. Chairman, I-would 
also point out that the bill I propose 
provides for a special recoupment of the 
subsidy from those who are well able to 
pay the full cost of their subsidy. We 
do It by way of a special tax applied to 
those people with an individual income 
of over $5,000 a year and we recoup $10 
for each $100 of income is excess of $5,000 
up to a recoupment of $100 which repre-
sents the amount of subsidy contained 
in the policy that they purchase from 
the Government. Therefore, no one can 
contend that we are providing a benefit 
for the rich and a benefit to those who 
can well afford to take care of them-
selves. 

But may I point this out, Mr. Chair-
man? My objection to- the committee 
bill is not on the basis of the cost. My 
objection is to the means used to finance 
the benefits; namely, the payroll tax. 

The committee bill would finance the 
major cost of medical care for the aged-
the hospitalization program-through
the social security system. One hundred 
percent of that cost will be paid for by
today's workers-and tomorrow's work-
ers-for 19 million persons over age 65. 
These 19 million persons will pay noth-
ing. This amounts to approximately 
two-thirds of the total cost of the com-
bined package of benefits, 

The administration bill would finance 
the balance of its package-the medical 
services-onie-half out of general reve-
nues and one-half by premium contri-
butions. 

In summary, the committee bill 
finances two-thirds of the cost through 
the social security system, one-sixth of 
the cost through general revenues, and 
one-sixth of the cost by premium con-
tributions. 

The substitute bill would finance two-
thirds of the cost through the general 
revenues and one-third of the cost by
premium, contributions, 

The committee bill would finance the 
major cost of medical care for the aged
and the hospitalization Program 
through the social security system, and 
you cannot get away from it. 

The chairman of the Committee on 
Ways and Means has suggested that be-
cause they are stated separately that 
there is a practical separation'. Mr. 
Chairman, we did the same thing in es-
tablishing the disability program a num-
ber of years ago. We know what that 
tax is producing In revenue. We know 
how much It is short, if it is short. 

We just recently in the committee dis-
cussed the whole issue of what we hadt 

We have done exactly that very thing
in this bill before the committee today
with regard to those two programs, but 
it could not happen with respect to the 
hospital insurance tax. 

Mr. BYRNES of Wisconsin. It is 
bound to, when you are assessing it 
against the same taxpayer, on the same 
basis; you are combining the taxes. 
Look at the tables in your committee re
port. You have done that. 

Mr. MILLS. No, we did not combine 
it. There is no combined table in the 
report except in the minority views. It 
is in an entirely separate section of the 
Internal Revenue Code, and there can
not be a transfer to one from the other. 
The proceeds of the hospital insurance 
trust fund have to be kept legally sep
arate. The gentleman knows we did 
not do that with respect to the disability 
program. In the latter case, we provide
for separation of funds, not a separation 
of tax. 

Mr. BYRNES of Wisconsin. I know 
the gentleman has gone to great lengths
to make it appear that there has been 
a separation; but wait and see, when 
this bill is enacted the tax that will be 
applied against the employees and the 
employers will be the total tax, a tax as
sessed to take care of the hospitaliza
tion and the tax that is required, the 
percentage rate that is required, to take 
care of the old-age survivors and dis
ability insurance system. There is not 
going to be any separation, in point of 
fact, at the taxpayer level or even in the 
-Treasury. When it comes to keeping
records, sure, you will know what each 
fund has collected, but we know that 
today on the disability side. 

Mr. MILLS. I think the gentleman is 
talking about one point with respect to 
separation, and I am talking about an
other point. We do not go to the ex
tent, and the gentleman is right, as I 
said a few minutes ago to him, of re
quiring the taxpayer to make two sepa
rate computations. I am talking about 
separation of the tax and the trust fund 
from the point of view of the preserva
tion of the OASDI Trust Funds from any
inroads or intrusion by the Hospital In
surance Trust Fund. The gentleman 
must admit that. Permit me to again
refer to page 48 of the report which 
reads: 

The hospital insurance program would be 
completely separate from the old-age, sur
vivors, and disability insurance system in 
several ways, although the earnings base 
wouid be the same under both programs.
First, the schedules of tax rates for old-age.
survivors, and disability insurance and for 
hospital insurance are in separate subsec
tions of the Internal Revenue Code (unliked othe situation for old-age and survivors in-do in order to bring the tax up and bal-

ance out the disability part of the Sys-
tem, because we keep separate records. 

Mr. MILLS. Mr. Chairman, will my
friend yield to me at that point?

Mr. BYRNES of Wisconsin. Yes, I 
yield to the gentleman from Arkansas. 

Mr. MILLS. Permit me to ask the 
gnlmnithsaeetImdewsfrom 
not correct, that the QASI and the DI 
taxes are levied together, and then an 
allocation is made between the OASI 
and the DI trust funds? 

surance as compared- with disability insur
ance, where, there is a single tax rate for 
both programs, but an allocation thereof 
into two portions). Second, the hospital in
surance program has a separate trust fund 
(as is also the case for old-age and survivors 
Insurance and for disability insurance) and, 
in addition, has a separate Board of Trustees 

that of the old-age, survivors, and dis
provides that income tax withholding state
ments (forms W-2) shall show the propor
tion of the total contribution for old-age, 
survivors, and disability insurance and for 
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hospital insurance that is with respect to 
the latter. Fourth, the hospital insurance 
Program would cover railroad employees di-
rectly in the same manner as other covered 
workers, and their contributions would go
directly into the hospital insurance trust 
fund and their benefit payments would be 
paid directly from this trust fund (rather 
than directly or indirectly through the rail-
road retirement system), whereas these em-
ployees are not covered by old-age, survivors, 
and disability insurance (except indirectly
through the financial interchange provis-
ions). Fifth, the financing basis for the 
hospital insurance system would be deter-
mined under a different approach than that 
used for the old-age, survivors, and dis-
ability inbsurance system, reflecting the dif-
ferent natures of the two programs (by as-
sumning rising earnings levels and rising
hospitalization costs In future years instead 
of level-earnings assumptions and by mak-
ing the estimates for a 25-year period rather 
than a 75-year one). 

Mr. BYRNES of Wisconsin. You have 
made Provision so as to prevent borrow-
ing from the other funds. I recogmize
that. But the same thing exists today
with respect to the disability insurance 
fund, they have to come back for an 
increase in the tax rate if they run short, 

Mr. MILLS. What do we do? In 
the case of the disability fund, we allo-

roll tax system which is used to finance 
those benefits. 

The payroll tax is a very regressive
tx tcnb are otebekn 
tx tcnb are otebekn 
Point. Let me just read you from the 
speech which the chairman of our com-
mittee made as recently as September
28 last year. He said: 

I have always maintained that at some 
point there is a limit to the amount of 
a worker's wages, or the earnings of a self-
employed person, that can reasonably be ex-

means that much less available as a tax 
to finance cash benefits. That is the 
crux of the matter. 

ooecnhnsl a hti ey
ooecnhnsl a hti ey

Ing this tax to finance hospital benefits 
we are not jeopardizing our ability at 
some future date to provide for an in
crease in cash benefits. And I happen to 
believe-and I believe our chairman 
Shares my belief-that the most impor
tanit consideration should be our ability
to maintain cash benefits at a level 

pected to finance the social security system.wihwl rsreteprhsn oe 
Not only is this a gross Income tax, but It 
adds to the cost of .American goods and 
services and thus affects our competitive po-
sition. I do not believe that the American 
people will Support unlimited taxation In 
the area of social security,

Aani eebro atyah
Aani eebro atyah

added a note of caution. Because he so 
well summarizes my views of the dangers
inherent in such a tax, I would like to
read a paragraph from that speech:

I atnt cd oeeta h o-no 
cept of a payroll tax cannot be judged ade-
quately without reference to, what kind of 
payroll tax. A major point to be considered 
in this regard is, what effect does the tax 
proposed have prospectively on other sources 
of revenue, Specifically in regard to the 
aged, we must remember that the primary 

wihwl rsreteprhsn oe
of those benefits to our aged citizens. 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield?

Mr. BYRNES of Wisconsin. I yield to 
the gentleman from Arkansas. 

Mr. MILLS. Does my friend who sees 
such a threat to the OASDI program,
which I do not see, see no danger at all 
to the general fund in his proposal?

Mr. BYRNES of Wisconsin. There is 
question that we all have to cope with 

a Most serious problem as far as the 
fiscal situation of our Nation is con
cerned, but that fiscal situation faces us 
Whether the funds come through the 
general fund or payroll taxes. It is a 
burden we are placing on our taxpayers.
The decionsapretymdthtw

ionsaparently maderathat wercathe frmotl tx o OSDIanneeds of our senior citizens are for adequatettal o avcatehe rom ax o OASI ancash benefits. The amount must be suffi-argon tohv apormfrou
amount in addition to that. That could 
not happen under this bill for the hos-
pital insurance trust fund. 

Mr. BYRNES of Wisconsin. I under-
stand you are not doing it, but when you 
come down to the nub of the queto 
you are tying it into the social security
taxpayer. You have the same taxpayer, 
you have the same rate base, 

Mr. MILLS. What about the railroad 
employees? They are not under social 
security, yet they are taxed, and the 
employers taxed for this purpose,

Mr. BYRNES of Wisconsin, That is 
of little consequence as far as I am 
concerned, and as far as practicability
is concerned, whether it runs through
the railroad retirement system, then gets
into the Treasury, or whether it goes
directly from the railroad and the em-
ployee into that fund. The difference, 
Mr. Chairman, as far as I am concerned, 
and I think any practical person who 
looks at it must admit it, the effect is 
you are tying this into the social se-
curity system. You can put in gimmicks
that look like you are separating it, you 
can do all of the rationalization you want 
to, but you still have them both tied 
together. 

The mere fact, Mr. Chairman, that 
you are going to deny hospitalization
benefits to those who become 65 after 
1968 unless they have paid social se-
curity taxes shows how you tie the two 
programs together. You cannot qualify
for health benefits without also quali-
fying for the cash benefits under social 
security. If you are eligible for cash 
benefits you are eligible for hospital
benefits. 

My primary concern-and I am cer-
tamn the chairman of our committee 
shares that concern-is to protect cash 
benefits under social security. That is 
the foremost and basic need of the elder-
ly. Cash benefits will be secure only so 
long, as we do not overburden the pay-

cient to produce a dignified standard of 
living when added to other spendable assets 
characteristic of the aged. Further, the 
amount must be raised periodically to keep
in step with decreasing purchasing power
of the dollar. A payroll tax to pay for healthbeno,efits, as I have stated before, should notbe added to or harnessed with one to pay
for cash benefits. Health expenses are less 
predictable and they are rising considerably
faster. Within a tight coupling, the cash 
benefit would, in all probability, be comn-
promised and the danger increased of stres-
sing health care at the expense of the root 
factors of food, shelter, and clothing. 

If we pass the committee bill, we will 
be taking an unprecedented step in the 
field of social security. We will be tying
into the social security system a service 
benefit. Not the payment of a specified 
amount of dollars at some future date, 
but payment for a specified service-hos-
pitalization-regardless of what that 
service might cost. 

That is why I am unalterably opposed 
to financing hospitalization ithrough the 
social security system. You have been 
told that this Is a separate tax with a 
separate fund, and everyone will know 
what the hospitalization program costs in 
terms of the payroll tax, 

Once we embark on the program, will 
that make any difference? 

I would like to remind you again that 
we followed precisely the same format 
when we set up disability benefits under 
social security. What has happened?

Today, the disability benefit and the 
regular cash benefit are linked together-
we call it the old-age survivors and dis-
ability insurance system-OASDI, 

Once we tie the hospitalization pro-
gram to the payroll tax we are only
kidding ourselves when we say that it 
can be separated from the cash beniefits. 

The same worker, the same employer,
the same wage, all must finance both 
programs. Every percentage point that 
we levy as a tax for hospital benefits 

older people that is going to be 'subsi
dized by the taxpayers of this country.
That subsidy will be in the neighborhood
of between $2 and $3 billion a year.
That is the burden; that is the problem.
You can raise it from the regressive pay
roll tax or on an ability-to-pay baser 
We can use the most regressive tax we 
haye, which is what the committee bill 
proposes, falling on the workers and the 
low-income people, or you can rely on 
the progressive tax rates which we use 
for our general fund. 

Mr. MILLS. I am sure the gentle
man and I are in accord that these bene
fits will grow in cost in the future for 
no other reason than the growing num
ber of our people over 65; but has the 
gentleman no fears at all of the growth
of a program under the general funds of 
the Treasury compared to the growth of 
a program under dedicated or trust fund 
taxes? 

Mr. BYRNES of Wisconsin. I would 
say to the gentleman I would have less 
concern where the program remains 
flexible than I would where a pro
gram is rigid as far as the Practical 
opportunity of Congress to revise the 
benefit papkage or the method of flnanc
ing. Under the payroll tax, an errone
ous concept has been sold to the people
that they have paid for their benefits,
that they have bought something as a 
matter of right, under such a concept
there is no flexibility to make changes
because the people tell you, "We have 
bought this, and you cannot make any
change except to liberalize it." 

Under the alternative we propose, you 
can change the contributions by the in
dividual and the benefit package to the 
individual at each period of enrollment. 
You can maintain flexibility, just as you
do today with respect to the insurance 
program for Federal employees. We 
would not discontinue having a program
of hospital and medical care benefits for 
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Federal employees, but we do have an 
opportunity to change either the nature 
of the package or the contributions or 
the subsidy that will be provided. I say 
to you as far as I am concerned, I see 
more protection for the future in some-
thing that has flexibility as compared to 
something that Is rigid,

Mr. MILLS. Mr. Chairman, will the 
gentleman yield?

Mr. BYRNES of Wisconsin. I yield to 
the gentleman.

Mr. MILLS. The social security Old-
Age, Survivors, and Disability System
is actuarially sound and has been for the 
last 30 years. How many times have we 
had a balanced budget of the general
fund of the Treasury into which the 
gentleman proposes to put this system?
I am trying to say this, to emphasize the 
point I have made repeatedly-a payroll 
tax will tend to limit the growth of the 
benefit and will tend to do so to a greater 
extent than will be the case if that bene-
fit cost is placed in the general fund Of 
the Treasury.

Mr. BYRNES of Wisconsin. I just
disagree with the gentleman. There 
should be no more reason for a limhita-
tion based on who the taxpayers happen 
to be ortto whether you put it on a regres-
sive tdkc basis or put It on a progressive 
tax basis. It seems to me that justice
requires we put it on the basis of those 
most able to pay rather than on those 
who are least able to pay,

Mr. Chairman, I have used more time 
than I should. I would summarize by
saying that the differences of opinion-
the point of conflict In our whole dis-
cussion is with reference to the medical 
provisions as contained in the committee 
bill. I propose a voluntary system in-
stead of a compulsory system. I propose 
a contributory system. I propose that it 
be financed not on the regressive pay-
roll tax but that It be financed on the 
basis of our progressive tax system. I 
propose a system that is more compre-

hesie s aeonarasth bneit
hensve s fr thbeefis aae cn-

cer tealened.ineedsrtaenacaretof.ment 
Undr te heltenaiveproosl,

matter of need is recognized by a re-
coumet Wemae ur tattoroison 

you are not just giving a gratulty to 
those who are well able to take care of 
their own medical needs, 

Mr. JONES of Missouri. Mr. Chair-
man, will the gentleman yield?

Mr. BYRNES of Wisconsin. I yield 
brefytoteenlma.Mr. 

Mr. JONES of Missouri. The gentle-
man brought out a minute ago the bene-
fits cost being estimated by the actuary 
at $20 a month. Will the gentleman ex-
plain that a little clearer to me? I can-
not get that through my head, 

Mr. BYlRNES of Wisconsin. That is 
the benefit package.

Mr. JONES of Missouri. What do 
you mean by the benefit package? Do 
you mean that is the cost of service to 
be rendered to the person who enters 
the hospital and that that will average 
out at the rate of $20 a month? 

Mr. BYRINES of Wisconsin. No, no. 
Mr. JONES of Missouri. That Is what 

I want to find out. 
Mr. BYlINES of Wisconsin. If you 

were to sell a particular package of In-

surance benefits, which provides for 
many days in the hospital and coverage
of doctor bills, drugs, and the like, you
would have to charge a premium of $16 
to $20 a month. That is what we are 
talking about-the premium cost, 

Mr. JONES of Missouri. But you are 
not going to collect that much under the 
additional money that is going to be 

' raised by the increases in payroll taxes; 
are you? 

Mr. BYRNES of Wisconsin. The gen-
tleman is talking about the provisions in 
the committee bill. I am talking about 
my substitute. There is no payroll tax 
involved in the substitute. Now sup-
pose an individual pays a premium, an 
average premium of $6.50 a month. The 
-balance is subsidized out of the general 
revenues. on this basis of go to 90 per-
cent of utilization or participation by
the group over 65 years of age and the 
cost would average out about $2 billion 
of Government subsidy and about $1 
billion of premium cost to the group,

Mt. JONES of Missouri. In other 
words, am I to understand, and let me 
get this straight-am. I to understand 
you are saying that a premium of $20 a 
month will provide hospitalization, 
drugs, and doctor bills? 

Mr. BYRNES of Wisconsin. Yes, sir;
Mr. JONES of Missouri. I thank the 

gentleman, 
Mr. BYRNES of Wisconsin. The same 

program that is provided for our Federal 
employees, 

I would hope that this committee in 
this House would exercise its good jug 
ment in saying: 

First. Let us do nothing that would 
jeopardize in any degree our ability to 
maintain the cash benefit program which 
is the underlying basis of protection that 
our older people rely on. 

Second. Let us do something for our 

ed the membership of the House and the 
people -of the country to know that he 
has made a; major contribution in the de
velopment of the legislation which is 
presently before the House. In fact, 
many of the provisions he introduced In 
his bill, H.R. 1, in addition to the provi
sion which Is in the bill on the basic plan
for hospitalization insurance with which 
he is most closely identifled, are con
tamned in the pending bill. 

The gentleman has made many con
tributions in many fields, but I doubt if 
he has made any greater contribution 
ever than in the development of this bill, 
H.R. 6675. 

I want it to be known that I had such 
a feeling about the -gentleman's con
tribution and the part that he played in 
this matter over the years that, after 
the committee directed me to introduce 
the committee bill-that is why it Is In 
my name, because I happen to be chair
man of the committee and the committee 
directed me to do so-I asked the gen
tleman from California to introduce an 
Identical bill accompanying this one-
H.R. 6676-because certainly he is en
titled to the commendation of the Amer-
Ican people as much as any man here 
today for much of what Is in this bill. 

I take my hat off to him again. I 
have done so on many 6ccasions in the 
past. 

In spite of all the many admirable fea
tures of the gentleman, I must say his 
intense loyalty to his purpose, to his 
people, to his country, and particularly 
to his colleagues here impresses me as 
much as any other of his many fine 
attributes. 

Mr. Chairman, will the gentleman
yield further? 

Mr. KING of California. I am 
pleased to yield. 

Mr. MILLS. My distinguished friend
aged people and make sure that therefrmWsoinwsvykndtyel 
are none of our older people who want 
for medicalcicare and that they haveias
osrandclth will their haea-rey thave 
urace heywil hae teirmedical 

If we are to do those two things, then 
we will vote for the substitute as opposed 

the bill reported by the committee,
Mr. MILLS. Mr. Chairman, I yield 20 

minutes to the distinguished gentleman
from California [Mr. KING), 

(Mr. KING of California asked and was 
given permission to revise and extend 
his remarks.)ensInteorainfth 

MILLS. Mr. Chairman, will the 
gentleman yield to me? 

Mr. KING of California. I am pleased 
to yield. 

Mr. MILLS. I wanted to take this oc-
casion to pay deserved tribute to the gen-
tleman from California. 

It has been my Privilege to sit next to 
the gentleman for several years on the 
Committee on Ways and means. I know 
of no one for whom I have a deeper af 
fection or any greater,respect and higher
regard than the gentleman from Califor- 
nia. Throughout the years we have 
served on the commnittee together-while
I have been the chairman and he has 
been the ranking Democrat-it has been 
a source of great satisfaction to me to 
know that at all times I have had his 
full and complete cooperation. I want-

andoI apprcniatedstheryfact thahiedid 

though I took too much of his time. Heand I so often find ourselves in agree-
that it is difficult for me to find us

In disagreement factually about two 
mtesI hsbl.Oehst owt 
the question of separation of hospital
Insurance from the present social secur-
Ity Insurance system itself. We went 
into the matter in the report on pages
33 and 48, as my friend from California 
knows, and pointed out 5 distinct differ-

OAD 
system and this new program of hospital
isrne 
Isrne 

My friend used an argument to say
that they were one and the same because 
the hospital insurance matter included a 
lot of people not under social security.

I think he misled me as to what he 
meant, or maybe he mispoke himself, be
cause I did not quite understand that 
as the reason. The fact that more peo
ple are In the health insurance program
than the social security program I do 
not believe Is a justifiable argument for 
saying the two are identical. 

Mr. BYRINES of Wisconsin. Mr. 
Chairman, will the gentleman from Cali
fornia yield to me? 

Mr. ]KING of California. I yield to 
the gentleman. 



6969 April 7, 1965 CONGRESSIONAL RECORD - HOUSE 

Mr. BYRNES of Wisconsin. I am 
sorry I did not make myself clear, 

Mr. MILLS. You did to everyone but 
me, I am sure, 

Mr. BYRNES of Wisconsin. What I 
was pointing out to the chairman was 
that we have today a group of people
who are over 65 who are not under social 
security or railroad retirement-the so-
called uninsured. Under the committee 
bill they will all be made eligible and 
are all automatically eligible except-
for a reason that I cannot quite under-
stand-except for Federal employees
who retired after July 1, 1960 the effec-
tive date of the Federal Employee Health 
Benefits Act of 1959. They are the only
people put in a separate category, and 
you say, "No, you cannot qualify for 
hospitalization, but everybody else over 
65 is going to be eligible for hospitaliza-
tion." 

Mr. MILLS. But that is not the case. 
Mr. BYRNES of Wisconsin. But the 

cost of the benefits for those over age 65 
is not all paid out of the same source of 
revenue. The bill makes a distinction 
in how you are going to pay for some of 
these people. For those who are drawing
social security benefits, the benefits are 
paid out of funds derived from the pay-
roll tax levied under the hospitalization 
program, but for those who are not draw-
ing a social security benefit, the benefits 
are paid out of the general fund. My 
point is, if the hospitalization program is 
separated from the social security sys-
tern-and none of these people over age
65 will have paid 1 cent of the tax im-
posed for the hospitalization phase of 
this program-then why should their 
benefits be paid from two different 
sources of revenue? Why should any of 
the benefits be paid out of general rev-
enues if it is not tied in with the social 
security system? 

Mr. MILLS. The gentleman put his 

represented a per capita cost of $20 per
month for a person who went into the 
system. Was that the figure the gentle-
man used-$240 a year?

Mr. BYRNES of Wisconsin. That 
would be the highest cost estimate. 

Mr. MILLS. That is right.
Mr. BYRNES of Wisconsin. There is 

an intermediate cost estimate of $16 per
month and a low cost; $20 is the high 
cost. 

Mr. MILLS. We used the high-cost
estimate for the committee bill, and I 
wanted to ask the gentleman about that, 
The gentleman would still let them pay
$6 per month out of their pocket for the 
health benefits? 

Mr. BYRNES of Wisconsin. An aver-
age payment would be $6.50. 

Mr. MILLS. That would be the aver-
age payment? 

Mr. BYRNES of Wisconsin. Yes. 
Mr. MILLS. That would produce

something like $1.22 billion of revenue 
per year, as I estimate it. 

Mr. BYRNES of Wisconsin. That is 
at 100 percent. The gentleman is using
100 percent. 

Mr. MILLS. No. That is at 90 per-
cent participation. It is 90 percent, be-
cause 90 percent of the total population
aged 05 or over adds up to 17?million 
people, and I am just multiplying here 
$240 by 17 million, and I come up with 
a total cost of $4.08 billion in the first 
full year of operation. 

If we take from that the amount that 
the persons themselves will contribute,
Mr. Myers tells us in his memorandum 
to you and to the committee that was 
sent us while we were in exeuies-ecutve ss-lnsion, using the high-cost estimates now,
however, that your program providing
benefits and taking care of administra-
tive expenses, would cost the general 
funds of the Treasury in its first year
of operation $2.86 billion, not the $2 bil-

quately financed by the bill. The minor
ity states that there are safety factors in 
the cash benefits system, but that this Is 
not the case as to the hospital benefits 
program. This is strange because the 
minority members were at the very coam
mittee meetings where, time after time,
I requested that additional safety fac
tors be placed in the assumptions.

The current assumptions as to hospital
utilization, both in the early years and 
over the long run, reflect these added 
safety factors. The actuarial assumption
that the earnings base would be kept up 
to date was replaced with an assumption
that the base will not rise after 1971. 
This is very conservative, and if the base 
is subsequently raised by Congreps above 
this amount, the tax rate can be reduced 
under this conservative assumption. As 
to the future increases in hospital costs 
relative to wages, the committee assump
tion Is more conservative than that pre
sented by the actuaries representing the 
insurance industry.

To put this all into perspective, I would 
like to insert into the RECORD at this 
point a memorandum from Robert J. 
Myers, chief actuary of the social secu
rity system, whose competency and in
tegrity is unquestioned by Members on 
both sides of the aisle, commenting on 
the safety factors in the bill. He states, 
in summary: 

The actuarial cost estimates for the hospi
tal insurance system that would be estab
lished by H.R. 6675 are based on assumup
tions that are not only reasonable, but also 
conservative (in the sense that they tend 
to be either "high-cost" assumptions or else 
assumptions that have built-in safety marginregard to future changes in economic
conditions). 

The memorandum Is as follows: 
APRIL 1, 1965. 

From: Robert J. Myers. 
Subject: Principal aspects of actuarial as

sumptions underlying cost estimates forhospital insurance benefits of H.R. 6675.
The actuarial cost estimates for the Hos

pital Insurance system that would be es
tablished by H.R. 6675 are based on assump
tions that are not only reasonable, but also 
conservative (in the sense that they tend to 
be either "high-cost" assumptions or else as

erythigs ofthefingr o on hatlionthegenlemn coes p wth henfingrerythigso ofthe coes p wth henon hatlionthegenlemn
points up the difference between the hos- he uses intermediate cost estimates. 
pital insurance trust fund and the old- Mr. BYRNES of Wisconsin. Why 
age, survivors, and disability insurance do we not just quote from the letter of 
trust fund. The fact that we take more February 26, taking the third paragraph
people Into the hospital program than of the letter, where Mr. Myers estimates 
are eligible under social security should the cost of my program? 

is some distinction, 
Mr. BYRNES of Wisconsin. Why do 

you pay the benefits from a different 
source? 

Mr. MILLS. Because they come from 
different areas. Some come from rail-
road retirement, some come from social 
security, and some-the uninsured-
come without any coverage under either 
program. My friend knows we have 
taken in far more people than are just 
eligible for social security benefits. 

Now, will my friend from Clfri 
yield further? 

Mr. KING of California. I am pleased 
to yield to the gentleman, 

Mr. MILLS. The other point of dis-
agreement Is in regard to cost estimates 
and assumptions. The gentleman said 
that his program, so far as the general
fund and the Treasury are concerned, 
would cost $2 billion in the first year. I 
thought I understood him to say that it 

No. 62--4 

be cnvicin tattothegenlemn Mr.MILS. ut hatIherehere wnte tosunmptions that have a built-in safety marginbe cnvicin tattothegenlemn Mr.MILS. ut hatI wnte to in regard to future changes in economic 
point out is that maybe some of the basis conditions). This may be indicated by con-
for this conclusion of the gentleman sidering the four most important cost fac
from Wisconsin that I just could not an- tors involved in these estimates-namnely.
ticipate or understand or believe, that hospital utilization rates, the current level 
you can do more under one program of reimbursable average daily hospitaliza
than you do under another prormbu tion costs, future trend of hospitalizationogrambutcosts, and future changes in the maximumthat the program that does the most is 
going to cost the least. Maybe that re-
sults from the fact that in one instance 
a high-cost estimate is used, while in the 
other instance an intermediate-cost esti-
mate is used, and in the other a low-cost

Caliorna esimae Ifyoudoisuse. tatyousiaei sd fyud ht o 
can get a Program providing a lot more 
benefits that appears to cost less, but 
the facts are that they are going to Cost 
whatever they cost, and we are going to 
have to make it available from some 
source. 

I am somewhat amazed by the infer-
ences from the separate views of the Mi-
nority in the committee report that the 
hospital benefits program Is not ade-

taxable earnings base for the program. Each 
of these factors will be considered in turn. 

A. Hospital utilization rates: The rates 
used in the current cost estimates are 20 
percent higher than those used in the cost 
estimates for the administration proposal of
1965 in the initial years of operation, and 10percent higher in the long run. The rates 
used previously were reasonable and were de
veloped from extensive analysis of survey 
data, with appropriate adjustments being 
made 'for the effect of "insurance benefits", 
being available to the entire eligible popu
lation and for deceased persons who were
omitted from the survey.

B. Current level of reimbursable average
daily hospitalization coats: The 1966 fig
ure used as the base point has been projected 
from the most recently available actual data 
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(for 1963) by assuming that hospitalization 
coats would increase at the same average 
rate as in the past decade, even though there 
is clear evidence that the rate af Increase has 
slackeneci off some. The downward adjust-
ments that have been made In the basic data 
obtained from the American Hospital Asso-
ciation I have been analyzed further on the 
basis of a number of sources- of informa-
tion. and I believe that the aggregate effect is 
that the reduction made is conservative, 

As compared with the procedure for previ-
ou estimates for Hospital Insurance pro-
poeals, the current method In regard to this 
factor Is more conservative. This is the case-
because it begins with the estimated figur
that wiUl actually occur in the first year Of 
operation, rather than with the lower fig-
ure based on an earlier year; namely, that 
for the earnings assumptions for estimating 
the contribution income (1963).

C. coats:utretrndof hospitalization 
It Is assumed that hospitalization costs will 
increase more rapidly than the general level 
of wages in the first 5 years--namely, by the 
same average differential that has prevailed 
on the average in 1954-63, even though there 
has been clear evidence of a downward trend 
(i.e., the rats of increase of hospitalization 
costs becoming more nearly the same as, the 
rate of increase of the general wage level),
After the first 5 years of operation, the dif-
ferential of the increase In hospitalization 
costs over the increase in wages is assumed 
to lessen, and following 1975, hospitalization 
costs and wages are assumed to rise at the 

saerte samuhmrecneraiehave.hs 
assumption than was used in eariier cost 
estimates for administration proposals-
namely, that over the long run, from the 
inception of the program, hospitalization
costs would increase at exactiy the same rate 

awae.Also, it is somewhtmr o-
servative than the corresponding assumptions 
recommended by the Advisory Council on 
Social Security Financing, and slightly more 
conservative than the assumptions that the 
insurance business made in its estimates. 

D. Future changes in maximum taxable 
earnings base for program: The conservative 


asupinis made that, despite t
asupto0aa-sumption. that the general wage level will rise 
by 3 percent annually during the 25-year
period considered in the cost estimates, the 
maximum taxable earnings base will not be 
changed from the pertinent provisions in the 
bill (namely, an earnings base of $5,600 in 
1966-70 and of $6,600 thereafter). In es-. 
sence, this is a built-in safety factor in the 
hospital insurance program, because it seems 
most likely that if wages continue to rise 
steadily after 1971, then at some time there-
after the earnings base will be adjusted up-
ward. Under such circumstances, the con-
tribution schedule developed could, if all 
other cost assumptions are exactly realized, 
be reduced, 

In all cost estimates made previously, it 
was assumed that the earnings base would 
be increased from time to time in a propor-
tionate manner with changes in the general 
earnings level. If such changes did not ocur 
then the cost of the program would be higher 
than in the estimate, 

Finally, it may be mentioned that there is 
still another conservative element in the cost 
estimates that is present both In regard to 
H.R. 6675 and also has always been present-

rather than being on a completely (or nearly) Mr. BYRNES of Wisconsin. I would 
pay-as-you-go basis. Thus, foreanpe certainly like to see the revised estimate. 
under H.R. 6675, In the Slast Yea of OPera- I thought I was receiving the material re
tion the estimated ionltribultiol aigntol t h oto ybl u 
cent in excess of benefit payments. In ther-lt o nyt h oto ybl u 
next 3 years of operation, this differential the cost of the committee program. I did 
averages about 15 percent each year. not know that there was an undercover 

ROBERT J. MYERS. change in the estimates. I relied on the 
first two estimates made by the actuary.

I would think that, the gentleman Mr. M .IU.S. 'IThs..,Lthe name actuary
would better proceed In a more conserva-ththegnlmnasratcnine
tive fashion on the basis of a high-cost tnhaf the gentleman will lreat menfiexplai
estimate for his program, just as we have thefte etea wl e m xli 
used in the committee bill. If he does, h April 5 memorandum I have, it does 
the first-year cost will not be $2bilo nothing more than refer to the February

billioemrndmnadexl'an 
out of general revenues, but rather a 6tands 2memorandumswtreatindsexplan 
higher figure--by $860 million In the first ahg-otatailetmt sw 
full year of operation. ahg-otatailetmt sw 

Mr. BYRNES of Wisconsin. Mr. asked for toward the end on the commit-
Chairman, I hate to use so much of the tee bill. I will show this to the gentle-
time of the gtlmnfrom Caiona man, and I will also show him a memo-
but I do think the gentleman is per-radmperdtoythtuste 

fectly right, that we should get this 
whole cost matter thrashed out so every-
body understands it. 

Mr. MILLS. That is right.
Mr. BYRNES of Wisconsin. If the 

gentleman will allow for half a minute, I 
should like to quote the last estimate 
maeb h curi etrdtd 
md yteatay nalte ae 
February 26. I believe this Is the last 
estimate. 

Mr. MILLS. April 5 is the last T 
It refers to the one of February

26. 
Mr. BYRNES of- Wisconsin. Mr. 

Myers is talking about the cost estimates 

for the Byrnes bill-revised. This is the 
th id para~graph In the memorandum 
which is at the heart of it. I says: 

Ifteewre0 ecn atcptoi 

sae $6.50 averg motlpeiu 
smrg otl rmu 
payable by the participants that the gen
tleman cites, instead of the average pre
mium of $6 that is used in the April 5 
memorandum. I include at this point in 
the RECORD the memorandums of Mr. 
Myers dated February 9, February 26,
April 5, and April 7: 

MEMORANDUM OF FEBRUARY 9, 1965 
Prom: Robert J. Myers. 
Subject: Cost estimate for the Byrnes 

'This memorandum will present a cost esti
mate for the first full year of operation of 
the Byrnes bill, H.R. 4351, which would estab
lish a program of voluntary comprehensive 

health insurance for all persons aged 65 or 
over. In makingsa cost estimate for this-pro
p.osal, it is impossible to predict with any 
eactitude what of theproportion eligibleIf 10her prcet prtiipaion inpersona wili actually to participate.wee elect

Federal cost for the first full year of opera- Three different participation assumptions 
tion (which could be assumed to be fiscalarmden el,10pcnt ecn, 
year 1966 to 1967) it is estimated at $2.4 
billion, while the participants themselves 
would contribute about $1,250 million. With 
opriiain the Govrnenpercent priiainthGoemntexistencecost would be $1.9 billion while the partici-

pants would pay $1 billion; and with 50 per-
cent participation the corresponding figure
would be $1.2 billion and $0.6 billion, re-
spectively. 

I point out in my remarks that it is 
not anticipated that you would have 100 
percent participation under a voluntary 
porm Wehvpolewoaedy 
have a system that is adequate for their 
needs and would not participate. 

All I can do, Mr. Chairman, is Cite to 
you the language of the actuary on 
whom you rely and, frankly, on whom we 
rely. At least we do not have a dif-
ference of opinion of two different actu-
aries. 

Mr. MILLS. We have the same ac-
tuary, and we all have great confidence 
in him. I want to suggest that when we 
get back in the House, the gentleman, at 
this particular point in the REcoRD, insert 
th eoadm rmteatay 
dated February 9 and 26. And let me at 

are m5dsnmi10 percentlhuhi 80 percegnte 
ta 
ta complete 100 percent participation wiill 
never be possible because of the parallelof the plan for persons under thecvlsriertrmn rga n e 
cvlsriertrmn rga n e 
cause of low-income persons not on old-
age assistance but who could possibly quali
fy for medical assistance for the aged under 
an adequate State plan not electing to 
participate.

If there were 100-percent participation, the 
Federal cost for the first full year of opera
tion Is estimated at $3.3 billion, while the 
aboutipt themselvesn.Wit wouldrcontprtibut 
iptin $1e ih80prent 2.G/iloven. partic-dbe
iain h oenetcs ol e$. 
billion, while the participants would pay $1 
billion, and with 50 percent participation the 
corresponding figures would be $1.7 billion 
and $0.6 billion, respectively. 

It should be mentioned that dollar costs in 
future years will be increasingly higher than 
those for the first full year of operation. As 
to the participant contributions, this will be 
the case because of the larger number of eli
gible persons alld because of higher benefit 
amounts (since those currently coming on 
the roll tend to have somewhat larger benefits 
than those who retired in previous years). 
Thre Govedrnmentha woldinresh partacost 
ipants because -ofthe anticipated more rapid
rate of increase of medical costs than will be 
true for wages, which in turn will increase 
more rapidly than benefit amounts. 

One of the cost aspects of the proposal 
should be mentioned-namely, the Increased 
cost to the OASDI system as a result of the 

of the earnings test. In fact, 
an amount of benefit equal to the monthly
health contribution Is made exempt from 
the earnings test for all persons aged 65 and 
over (regardless of whether or not retired). 

nmlthat the proposals are to be financedmoerpdatthnhecsfrpri
nyamely, mon fadac fnig the same time include what he has sup-

mutofavne 
dated AprIl 5, 1965, in which he says that 

byacrai udnplied me In the form of a Memorandum 

Theadjustments have been made to al- if we Use high-cost estimates--compared 
low for the Inclusion of non-reimbursable to the intermediate-cost estimate used in 
iates (sucgifashosthe cost ofpe utinprataen- the memorandum of February 26--for 
raintcs,aneitc sh.p,the ost ofeag your plan on a 90-percent assumption oflo outatincot 

clinicseetc.),ntheiloer average daily costliberalization 
for persons aged 65 and over (because o nolet adhg-ot siae o 
their longer average stays), and the adjust- the committee plan, that we bring the 
ment to allow for exclusion of all physicians, Costs of the two together on a comparable
services. basis, 
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The estimated level-cost of this 
the earnings test Is 0.07 percent 
payroll. 

RORSERT J. 
MEOADM -.FRUR. 

MEMOANDUOFFEBRARY26. 
From: Robert J. Myers. 
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change in 
of taxable 

MYESs. 
16 
96 

estimates in my memos of February 6 and 
26. I am assuming a participation rate of 90 
percent, since this is what Mr. BYRNES Of 
Wisconsin hypothesizes in his explanation of 
the bill in the CONGRzaSSIONAL RECOan for 
April 1, pages 6507-6509. 

Under this participation assumption, there 
would be about 17 milion persons who would 
participate in the program in the first full 
year of operation. The average contribution 
from the participants would be about $6 per 
month (higher than the figure of $5.50 used 

Mr. MILLS. Mr. Chairman, how 
much time has the gentleman from Call
fornia consumed? 

Th 
from 

CHIMN 
CAlIfRniANha 

Tegntma 
cosued 14ntlma

fo aionahscnue 4mn 
UteS. 

Mr. MILLS. Theoretically he has, but 
the RECORD will show differently. 

Mr. Chairman, I yield to the gentle
man 14 additional minutes. 

Mr. KING of California. Mr. Chair

eiae oji nti ics 
Sion. I thought that I had a simple 
answer. I am not often asked for my 
opinion, but in this case I could say that 
a voluntary program doing less for fewer 
people would certainly cost less and I 
do not think you have to be a miathema
tca oarv tta ocuin 
tca oarv tta ocuin 

Mr. Chairman, the legislation which 
this House will pass tomorrow as debate 
ends-and in my opinion it will pass 
overwhelmingly-is the culmination of 

ayyaso ulcsiie fotb 
many yinears ofd public-sirted mefforteb 
manyhosineheran dediatedu mten, some 
o hmaehr oa u teso 
Whom have passed from this scene. One 
thing, I believe, all of these people have 
had in common is a sincere and deep-
seated desire to help their fellowman 
and a compassion for those who by fate 

Subject: Cost estimate for the Byrnes bill, 
This memorandum will present a cost esti-

mate for the first full year of operation of 
the Byrnes bill, H.R. 4351, which would estab-
lish a program of voluntary comprehensive
health insurance for all persons age 6orpreviously, because of the increase in the 
over, effective January 1, 1966. In making a 
cost estimate for this proposal, it is impossi-
ble to predict with any exactitude what 
proportion of the eligible persons will ac-
tually elect to participate. Three different 
participation assumptions are made; namely, 
100 percent, 60 percent, and 50 percent. Al-
though it is recognized that complete 100-
percent participation will never be possible
because of the paraliel existence of the plan 
for persons under the civil service retirement 
program and because of low-income persons 
not on old-age assistance but who could 
possibly qualify for medical assistance for 
the aged under an adequate State plan not 
electing to participate.

The current cost estimate uses a figure of 

OASDI cash benefits resulting from titeIImn 
of the bill). Accordingly, the annual rate 
of contributions from the participants would 
be $1.22 billion, 

According to an intermediate-cost esti-
mate, the monthly per capita cost of the 
benefits and administrative expenses would 
be $16 (as per my memorandum of February 
26), so that the total annual cost would be 
$3.26 billion, thus leaving $2.04 billion as the 
cost from general revenues. On the other 
hand, if the per capita cost assumptions are 
high-cost ones (as per my memorandum of 
February 6)-thus paralleling the cost as-
sumptions used for lHlt. 6675-the annual 
cost for benefits and administrative expenses
woulti be $4.08 billion, thus making the cost 

$1 prfr aiteeftsan dmnitr-from general revsnues be $2.86 billion. This 
tive epense (aitor79berenits abov theinHsra1 figure may be contrasted with the estimate 
cost of about $9). It may be noted the In- of $2 billion given in Mr. BYRNES' statement, 
surance industry uses a figure of $19.40 for which apparently is thus based on inter-

th Bresbll$l.0 orbnei cstplsmediate-coat assumptions that are not con-
5hpercent il-185adiitatvbxensesi pl5 sistent with those in the cost estimatesorccusaebyndtirotolfefor (orts
5percent above itsinestimatie ofx$12.50 for underlying H.R. 6675.orccusaebyndtirotolfe

percntesimaebovo $1.50forROBERT 	 J. MYERS.it 	 problems with which the average frugal
H.R. 	 1).

If there were 100-percent participation, the 
Federal cost for the first full year of opera-
tion (which could be assumed to be fiscal 
year 1966-67) is estimated at $2.4 billion, 
while the participants themselves would con-
tribute about $1 i/4 billion, With 80-percent 
participation, the Government cost would be 
$1.9 billion, while the participants would pay 
$1 billion, and with 50-percent participation 
the corresponding figures would be $1.2 and 
$0.6 billion, respectively, 

It should be mentioned that dollar costs 
in future years will be increasingly higher 
than those for the first full year of operation, 
As to the participant contributions, this will 
be the case because of the larger number Of 
eligible persons and because of higher benefit 
amounts (since those currently coming on 
the roll tend to have somewhat larger hens- 
fits than those who retired In previous years).-
The Government cost would increase at a 
more rapid rate than the cost for partici-
pants because of the anticipated more rapid 
rate of increase of medical costs than will be 
true for wages, which in turn will increase 
more rapildy than benefit amounts. 

One of the cost aspects of the proposal 
should be mentioned; namely, the increased 
cost to the OASDI system as a result of the 
liberalization of the earnings test. In fact, 
an amount of benefit equal to the monthly 
health contribution is made exempt from 
the earnings test for all persons aged 65 and 

aged citizen in this automated age are 

MEMORANDUM or Ai'an. 7, 1965 unable to cope. 
From: Robert J. Myers. One thing which is understood by 
Subject: Cost estimate for the Byrnes bill, 

H.t. 7057, on basis of average participant 
payment of $6.50 per month, 

This memorandum will present a cost esti-
mate for the first full year of operation of 
the Byrnes bill, H.R. 7057, which would estab-
lish a program of voluntary comprehensive
health insurance for all persons aged 65 or 
over, as well as make revisions in the OASDI 
program, on the basis that the average 
monthly premium payments from partici-
pants will be $6.50. I have presented cost 
estimates for the almost identical proposal 
that Mr. BYRNES made previously as con-
tained in H.R. 4351, for which I gave cost 
estimates in my memos of February 6 and 26 
and in my memo of April 5, which was based 
on an average participant payment of $6. I 
am assuming a participation rate of 903per-
cent, since this is what Mr. BYRNES hypothe-
sizes In his explanation of the bill in the 
CONGESzSIONAL RECORD for April 1, pages 
6507-6509. 

Under this participation assumption, there 
would be about 17 million persons who would 
participate in the program in the first full 
year of operation. Accordingly, the annual 
rate of contributions from the participants 
would be $1.33 billion. 

According to an intermediate-cost esti-

openminded and farsighted legislators, 
and, indeed, all fairminded men of the 
times, is that society and our economy 
do not ever stand still. If Government 
is to keep pace with the demands of the 
times, then Government must develop 
those programs and policies which are 

necessary to meet the emerging needs of 
our citizens. So it is with this legislation 
today. Here we have a monument to 
what ultimately can be done in the face 
of very great inertia on the part of many 
and despite extended and, at times, 
vociferous overt opposition from those 
forces which always oppose change. 

Those who have already spoken, in
cluding our brilliant chairman of the 
Committee on Ways and Means, our 
colleague WILBUR MILLS, have discussed 
in detail the changes which this legis
lation would make in existing law and 
the new programs which it will place 
on the statute books. I do not, there
fore, feel called upon to consume the 
time of my fellow legislators by repeat
igtedtiso hthsaraybe 
igtedtiso hthsaraybe 
so ably discussed. What I do hope to 
achieve b hs e re eak st 

bnytheseagfewsbie remarse is toe 
IntlInm cleausaesefth
Importance of this day to our times and 
to the future and the ramifications
which this legislation will have in the 
months and years to come. 

It seems, in one sense, that it has been 
only a brief period of years since I first 
sponsored this legislation even after 
those who had gone before me had 
worked for passage of somewhat Similar 
programs. I well recall in the late 
1940's and early 1950's the efforts of my 

esteemed late colleague on the Commit
tee on Ways and Means, the Honorable 
John Dingell, whose distinguished son, 
I am proud to note, is now sitting as 
Chairman of the Committee of the 

The estimated level cost of this change In the 
erigteti007pretof taxable

erig tetI0.7pretbe
payroll. 

ROBERT J. MYERS. 
MEMOANDUOFAP~r 5, 965 
MEMOANDUOFA~sI 5, 965 

From: Robert J. Myers. 
Subject: Cost estimate for the Byrnes bill, 

H.R. 7057, 
This memorandum will present a cost esti-

mate for the first full year of operation of 
the Byrnes bill, H.R. 7057, which would es-
tablish a program of voluntary oomprehen-
sive health Insurance for all persons aged 65 
or over, as well as make revisions in the 
OASDI program. I have presented cost esti- 
mates for the almost identical proposal that 
Mr. BYsRzIs of Wisconsin made previously, as 
contained in H.R. 4351, for which I gave cost 

over (regardless of whether or not retired).mthe onlyprciacstfte
maewh otlprcpt otofl tinstil 
benefits and administrative expenseswol

$16 (as per my memorandum of February
26), so that the total annual cost would be 
$3.26 billion, thus leaving $1.93 billion as 
the cost from general revenues. On the 
other hand, If the per capita cost assumptions 
are high-cost ones (as per my memorandum 
of February 6)-thus paralleling the cost 
assumptions used for H.R. 6675-the annual 
cost for benefits and administrative expenses 
would be $4.08 billion, thus making the cost 
from general revenues be $2.75 billion. This 
figure may be contrasted with the estimate 
of $2 billion given in Mr. BysRrra' statement, 
which apparently is thus based on Inter-
mediate-cost assumptions that are not con-
sistent with those in the cost estimates 
underlying H.R. 6675. 

ROBERT J. MYERS. 
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Whole House on the State of the Union 
who so proudly carries on today that 
oldtime Dingell tradition in the House 
of Representatives. I also welE recaill 
the courageous and extended battle 
fought -for legislation similar to this by 
our colleague, the H{onorable Aime For-
and. In 1957, Aime Forand introduced 
what became known nationwide as the 
Florand bill, and he immediately became 
the target of extended and widespread
abuse on the part of those who a-re today
fighting the legislation which this House 
will pass. 

From 1957 until this Congress, the 
Committee on Ways and Means on 
numerous occasions conducted hearings,
both public and executive, on Aime 
Forand's bill and then, subsequently, On 
the similar legislation which I have had 
the honor to sponsor. In those hearings
and some areas of the public press and 
in certain trade publications, I think 
all of you are aware that I became the 
target of a considerable amount of abuse. 
Perhaps only those Members who 
attended our most recent Public hear-
ings on this subject in the Congress just
concluded will recall my comments when 
the representatives of the American 
Medical Association appeared and testi~-
fled. At that time, I stated that what 
they had just said with regard to my
bill was consistent with what they had 
been saying since similar legislation was 
first introduced and that the only real 
difference in their position was that a 
new set of figures had been devised to 
attempt to prove their case. At that 
time, I further recalled that the posture
of opposition was one not unfamiliar to 
the American Medical Association since 
they had been consistent in oPposing 
measures not only of this nature but 
also such laudable extensions of the 
Social Security Act as the Social Secu-
rity Amendments of 1956 which for the 
first time provided disability inuac 
benefits. As I said at that time, I have 
never objected to fair criticism of any-
thing which I have espoused, but the 
type of critical comment which was 
issued from some quarters of the Amer-
ican Medical Association far surpassed
which we all except as within the bounds 
of reasonable critical comment, 

However, I do not wish to dwell on 
that sort of thing. What I do want to 
do is to lend a sense of history to what 
we are doing today, by briefly reviewing
the development of our social security 
system, and then to again say why this 
program in this bill is necessary. 

HISTORY OF SOCIAL SECURITY PROGRAM 

way realized the potential of social in-
surance to provide full-rate benefits 
without awaiting the buildup of huge 
reserves many years in the future as 
under private insurance. 

During the 1950's, adjustments were 
made in the benefits and the earnings 
base of the program that were needed 
to keep social security in step with our 
economy. Also, the coverage of the pro-
gram was greatly improved during the 
past decade. In 1956, benefits were pro-
vided for disabled workers between the 
ages of 50 to 65. These benefits were, of 
course, made immediately effective for 
workers* who had become disabled pre-
viously. In 1958 benefits were added 
for dependents of disabled workers; and 
in 1960 the law was changed to provide
benefits to disabled workers at any age
and to their dependents, 

NUMBER OF PERSONS INSURED, 

At the beginning of 1965 over 92 Mil. 
lion people had worked long enough to 
be insured under the program, with the 
result that 9 out of 10 people now be-
coming 65 will be eligible for monthly
benefits under social security when they
retire. In the years to come, over 95 
percent of the elderly will be insured, 
The total number of people of all ages
receiving monthly benefits is now about 
21 million-more than the number of 
people who live in my State of Cali-

part in bringing the needed health cost 
protection to our elderly citizens. 

While virtually every committee mem
ber has contributed to the development 
of the health benefits legislation, one 
man, the gentleman from Arkansas, 
Chairman MILLs, deserves major, credit 
as the architect of this monumental 
proposal. 

As the Members of this body know, 
the chairman does not sponsor legisla
tion which has not .received the most 
careful and painstaking consideration. 
During the more than 7 years he has 
served as chairman of the Committee on 
Ways and Means, Mr. MILLs has seen to 
it that every piece of legislation bearing 
hi's name represents the best thinking,
the best construction, the best tech
niqjues for dealing with the problem at 
hand. He has examined every view that 
has been offered in connection with this 
proposal by both proponents and op
ponents and explored with painstaking 
care every comment and criticism. All 
of this has been distilled with the in
tent to retain only the most constructive 
suggestions. The result is one which, 
like social security itself, embodies values 
and ideals with which few in this body 
can seriously dispute. The bill before 
us will, I am certain, be a lasting monu
ment to Chairman MILLs' expertise, his 
energy, and his skill as a legislative

fona u Nainsms ouoscraftsman. 
State. Benefits now total over $16 bil-
lion a year. 

AT ENFSALOILETNSN 
HEL ENITALOCLETNSO 

While soc6ial insurance has evolved 
from a program of old-age security to 
one protecting orphans and their moth-
ers and the disabled and their depend-
ents, it still has its major impact in old 
age. Ironically, It is in the old-age secu-
rity part of the program that the great-
est gap in protection now exists-the 
absence of any provision for meeting
large health costs. 

Protection acainst the health costs in 
old age is a logical and necessary exten-
sion of the retirement protection fur-
nished by the present social security pro-
gram. Monthly cash benefits can meet 
the regular recurring expenses of food, 
clothing, and shelter but such benefits 
alone cannot give economic security in 
old age. It is also necessary that older 
people have protection against the un-
predictable and unbudgetable costs Of 
expensive illness. A person may go on 
for a long time with little in the way of 
medical expenses, and then in a very 
short period have a hospital bill running 

W looeadb fgaiuet
Secretary Celebrezze, Assistant Secre
tary Wilbur J. Cohen, Commissioner of 
Social Security Robert M. Ball, and Chief 
Actuary Robert J. Myers. These men 
worked diligently with the committee 
and were of great assistance in develop-
Ing a proposal which would be socially
desirable, medically and actuarially
sound, and administratively feasible. 

NATURE OF THE HEALTH BENEFITS PROPOSAL 
The health benefits legislation recoin-

mended by the committee would utilize 
various resources which can, each in its 
own way, contribute the most to combat 
the insecurity that stems from high 
health costs in old age. The health in
surance provisions of the bill would es
tablish two separate programs-one
basic, the other, supplementary; one 
compulsory, the other voluntary; one 
financed through a special tax on 
earnings, the other financed through
premiums and general revenue contri
butions. 

The basic plan would provide hospital 
insurance protection for virtually all 
older people. Because of the relatively 
high cost of hospital insurance for older 
people, provision is made for workersto pay in advance, before they reach 
age 65, toward the cost of their benefits 
just as they now pay while working to
ward their cash social security benefits. 

Coverage under the basic plan would 
be provided in a fashion like that of the 
present social security system, because 
hospital costs pose so widespread a threat 
to the economic security of elderly peo
ple that it should be certain that virtu
ally all the aged will have hospital in
surance protection. Medical expenses 
for hospitalized aged people are five times 
greater than for the aged not hospital
ized. Nine out of ten aged people who 

scilThe195 ecuit lgisatoninto thousands of dollars.The 935socal Cash benefitsecuitylegslaionare not a practical way to meet this need,
provided only old-age insurance bene-
fits, and these were paid only to the 
worker himself. The amendments of 
1939 put the protection of the programi 
on a family basis by adding monthly
benefits for the worker's dependents
and survivors. Not only the aged and 
retired worker but his widow as well 
could therefore look to an assured but 
modest income in old age. The 1939 
amendments also provided that the 
monthly benefits that were to be paid 
under the social~ security system should 
be paid beginning in 1940, and In this; 

The only way that effective retirement 
protection can be furnished is through 
a combination of a cash benefit and in-
surance against the costs of major 1ll-
ness. Our country's system of social in-
surance simply cannot do the job it was 
set up to do until it provides this dual 
protection, 

The legislation now before us would 
close the last remaining gap in the social 
Insurance protection of the older Amer-
Ican. I am proud that I have been privi-
leged to have introduced H.R. 1-as well 
as its predecessors-and thus to play a 
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reach age 65 will be hospitalized at least 
once-two out of three, at least twice-
before they die. 

In addition to meeting hospital care 
Costs, payments would be made under 
the basic program for less intensive serv-
ices and levels of care appropriate to the 
hospitalized patient's needs as his con-
dition changes, and which can be substi-
tuted in many cases for inpatient hospi-
tal care. These Ancillary benefits would 
cover posthospital care in an extended 
care facility and posthospital home 
health services. In addition, outpatient
diagnostic studies would be covered, 

With the cost of the individual's old-
age hospital benefit protection financed 
during his working years, he would be in 
a Position to make a substantial contri-
bution in old age toward the relatively
low-cost supplementary protection which

wolepoie ythe bill on a volun-
wouldbess rcdebyWhile 

The voluntary supplementary plan
would meet the costs of physicians' serv-
ices and provide other benefits which are 
designed to build upon and fit together
with the protection that would be af-
forded the aged under the basic hospital
insurance program. The combined coy-
erage of the two insurance programs
would result in protection for the elderly
of a quality that only a few older people 
can now afford, 

Coverage of physicians' services would 
be a particularly valuable supplement to 
the hospital insurance provided under 
the basic plan. According to the Na-
tional Health Survey, payments for phy-
sicians' services represent about 30 per-
cent of private health expenditures for 
aged persons. The annual $50 deduct-
ible under the supplementary plan would 
limit physicians' coverage under that 
plan to cases where costs are apprecia-
ble. 

ADMINI1STRATION 

In developing the basic and the sup-
plemental plans, a great deal of thought 
was given to their administration. The 
conclusions reached represent, I believe, 
a reasonable approach which promises 
to be efficient and, because of the selec-
tion of priyate organizations to carry out 
sonie of the more ~ensitive tasks, accept-
able to the providers of health services. 
f-Th assigning administrative functions 
it was recognized that each of the serv-
ices covered under the basic program is
~provided by institutions or organizations
~which are accustomed to receive pay-
Iment on a cost basis for the services 
Ithey furnish from Blue Cross organiza-
,tions and from public agencies and pro-
grams. The committee concluded that 
it would be feasible to provide in the 
administration of the basic program 
for the use of fiscal intermediaries se-
lected by hospitals and other providers
of services,

This would permit the same organiza-
tions or agencies which now reimburse 
lploviders of services on a cost basis to 
be used to Perform a similar function 
Under the basic hospital insurance pro-
glral. 

On the other handl, the seivices se-
lected for coverage under the supplemen-
tary lplan arc primarily those provided
hy ind~ividuals or organizations that arc 

paid for their services on the basis of 
established charges. The bill provides 
for payments to physicians on a charge
basis to be made by private carriers 
under contract with the Secretary. The 
private carrier would have the respon-
sibility for determining the amount that 
physicians and others who would furnish 
services covered by the supplemental
plan should be paid. 

While an important role would be re-
served for private organizations, I fully 
expect the Department of Health, Educa-
tion, and Welfare to exercise leadership
in seeing to it that these federally
financed programs are being carried out 
with efficiency, that the rights of bene-
ficiaries and providers of health care are 
observed and that high quality in med-
ical care for the aged is a primary goal, 

BENEF'ITS AND BENEFIT BASE 

What greater satisfaction could there 
be for those of us privileged to serve in 
this distinguished body than to know we 
have provided a means of securing the 
benefits of the accomplishments and 
tremendous strides that have been made 
in modern medicine for millions of our 
elder citizens. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield 20 minutes to the gen
tleman from Missouri [Mr. CuaRis].

Mr. CURTIS. Mr. Chairman, I op
posed the rule, before the Rules Coin
mittee and here on the floor, on two 
grounds: First, there is not the climate 
in this country or in this House to con
duct an intelligent debate on this sub
.ject, and, second, because the House and 
the Committee on Ways and Means did 
not gain the knowledge, not having done 
the necessary research in this area, to 

health insurance for the aged is 
the major achievement of this legislation,
it is monumental also in its provision of 
improved protection for the totally dis-
abled, in its recognition of the plight of 
the orphaned child of college age, in its 
improvement of the fiscal framework of 
the program by going far to reestablish 
a proper base of earnings to be taxed for 
its support, in its recognition of the need 
of the average and higher earners to 
have more of their earnings credited to-
ward future protection, and in its great
improvement in the provisions for medi-
cal and other aid to the poverty stricken 
of the Nation. For all these improve-
mnents, too, Chairman MILLS and others 
will deserve the gratitude of many. 

CONCLUSION 
Mr. Chairman, the health benefits pro-

posal represents a practical solution to 
a particularly difficult problem. It 
would provide the extensive health cost 
protection that older people need-thus 
overcoming perhaps the strongest objec-
tion that our friends from the American 
Medical Association have raised in con-
nection with some of the proposals with 
which I have been associated in the past.

This broad protection would be fi-. 
nanced in a way that would enable the 
individual to contribute substantially 
to the cost of his protection. This con-
tribution from the worker means that 
he can expect the benefits to be paid as a 
matter of right and in a manner that 
safeguards his dignity and privacy.
Also, because the benefits and the con-

.conduct a meaningful debate.
I might add a third reason, that it is 

very obvious that this is not a debate. 
There is no decision going to be made in 
the well of the House. This is a farce. 
There are scarcely 100 Members on the 
floor of the House now. There were not 
100 here at the time the gentleman from 
California [Mr. KING], the author of the 
bill, was making his remarks. There was 
not even a quorum of Members during
the discussion of the chairman of the 
committee, for the simple reason-and 
this is not said in criticism, I might say
of the Members of the House who are 
not present, although I might say it is a 
commendation for those of you who are 
here; it is not criticism for this reason-
everyone knows that the decision has 
been made outside the well of the House. 

The Congress in this instance is no 
longer a study and a deliberative body.
This is a rubberstamp operation, just as 
we saw last week. These decisions have 
been made, possibly wisely or unwisely,
through a different process for render
ing judgments in our society. So I am 
not going to take a great deal of time 
indulging in this farce because what I 
might say, even though it might have 
merit and might bring out some wisdom, 
makes no difference, any more than what 
the chairman of the committee had to 
say makes any difference, or the gentle
man from Wisconsin. 

Mr. ARENDS. Mr. Chairman, I make 
the point of order that a quorum is not 
Present. 

The CHAIRMAN. The Chair will 

able to meet the medical needs and other 
needs of our indigent elderly citizens. 

This three-way approach promises to 
make financial security in old age an 
obtainable goal for the great majority 
of older Americans in a way that should 
be acceptable to all. This monumental 
approach deserves the support of every
Member of this House. 

tributions are so closely connected, 9~ count. Eighty-Six Members are present,
attitude of responsibility toward the cost not a quorum. The Clerk will call the 
of program changes will be preserved roll. 
where they might have been lost had The Clerk called the roll, and the fol
benefits been provided largely or en- lowing Members failed to answer to their 
tirely from general revenues, names: 

Finally, the State-Federal programs Ahe [Roll No. 681
Ashlev Duncan, Oreg. Rooseveltof medical assistance for the needy aged, Baldwin Evinis Tenn. Smith, Calif. 

relieved of a substantial Part of their Berry Jones. Ala. Springer
burden and otherwise strengthened by Boiling Mailliard Stalbaum
the Pr'oposed legislation, willbeetr Bonner Moorhead SteedbbetrDaddario Morrison Sweeney

Dent Powell Teague, Tex. 
Diggs Rhodes, Ariz. Toll 

Accordingly, the Committee rose; and 
the Speaker Pro tempore (Mr. ALBERT)
having assumed the chair, Mr. DINGELL, 
Chairman of the Committee of the Whole 
House on the State of the Union, reported
that that Committee having had under 
consideration the bill H.R. 6675, and 
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finding itself without a quorum, he had 
directed the roll to be cafled, when 409 
Members responded to their names, a 
quorum, and he submitted herewith the 
names of the absentees to be spread upon
the Journal, 

The Committee resumed Its sitting.
The CHAIRMAN. The Chair recog-

nizes the gentleman from Missouri [Mr. 
CURTIS]. 

Mr. CURTIS. Mr. Chairman, before 
the ro~llall I was making the point that, 
In my judgment, this matter was not 
ready for debate and deliberation on the 
floor of the House. The point is well 
made, because the Members themselves 
have already made up their minds as 
to what they are going to do; apparently 
they know what is in these 296 pages.
In my judgment we do not know these 
things and we cannot, of course, move 
forward with any intelligent discussion 
of the bill. 

There are reasons for that. The point 
was made by the gentleman from Cali-
fornia [Mr. KING], and also during the 
debate on the rule by the gentleman
from Indiana, that the propaganda of 
the. American Medical Association had 
confused the issue. This point was 
raised in the Rules Committee, and I 
stated that perhaps there has been some 
confusion by this propaganda. But even 
a more serious problem is the climate 
created by the propaganda campaign
which has gone on for years, financed, 
I would point out, contrary to the law, 
by Federal tax money and the use of 
Federal employees' time in order to pro-
mote it. I am referring to the action 
of certain employees of the Department
of Health, Education, and Welfare. I 
have made these charges of lobbying 
with Federal funds on numerous occa-
sions. I have documented them. There 
is -no question but what the matter is 
confused as far as the public is con-
cerned, and as far as the Members of 
Congress are concerned. The Govern-
ment's propaganda is such that the Peo-
ple have been given a constant dose of 
misinformation rather than accurate 
information. 

Let me go on to the second part, which 
Is equally serious, and that is that this 
committee, the Committee on Ways and 
Means on which I serve, is not in a posi-
tion to present accurate information to 
the House that will enable it to conduct 
an intelligent debate on this very im-
portant and controversial Issue. As the 
genleman from Wisconsin [Mr. BYRNES]
stated, the issue of controversy, of course, 
is in the area of health care. 

The Committee on Ways and Means 
did bring out a bill last year in regard 
to improvement of the social security 
program and,. as has been pointed out, 
this passed the House almost unanim-
ously. One part of this bill therefore 
contains matter about which there was 
adequate study and discussion in the 
Committee on Ways and Means. The 
committee was in a position to present 
that matter to the House for proper de-
bate and its full consideration. But the 
controversial aspects of this present bill 
are not ready for debate and delibera-
tion. That was very well demonstrated 
at the time the gentleman from Cali-

fornia [Mr. KING], had the floor, and 
the chairman of the Committee on Ways 
and Means [Wr. MmLS], engaged in a 
colloquy with the gentleman from Wis-
consin [Mr. BYRNES], in regard to the 
cost estimates of one important health 
aspect of the bill. The gentleman from 
Arkansas [Mr. MILLS], referred to some 
later figures on cost,. estimates, dated 
around April 5, as I recall. I am a mem-
ber of this Committee on Ways and 
Means, and I have never seen these new 
cost estimates. I might say I doubt if 
anyone else on the committee has seen 
these new cost estimate figures. 

When we began hearings there were 
discussions behind closed doors on Janu-
ary 27. There has been a constant re-
vision upward of the cost estimates, but 
all of this was done behind closed doors, 
The chairman of the Committee on Ways
and Means knows I have a very high re-
gard for him, although we have a funda-
mental difference of opinion on the pro-
cedures the committee followed in trying 
to look into the aspects of this very con-
troversial issue. 

I urged that there should be open 
hearings and people with knowledge in 
our society on this subject should be 
given the opportunity to come before us. 
This was not a military operation we 
were studying. This was a matter of 
public information, and it should have 
been of great interest to. the public and 
to the press, if they have been inclined to 
report it, for example, to report the col-
loquy which went on between the actuary
of the committee, for whom I have a 
great regard, and the actuary of some 
of the health insurance companies. And 
after this, the actuaries revise their esti-
mates on this. But the public does not 
have any knowledge on this. Many of 
the Members of the Committee on Ways
and Means know nothing about it. The 
Members of the House know little about 
it The Members are permitted to vote 
for or against a label, not a Piece of 
legislation,

Mr. HALL. Mr. Chairman, will the 
gentleman yield? 

Mr. CURTIS. I yield to the gentleman 
from Missouri. 

Mr. HALL. Is it not true that at one 
time the same actuaries' calculations for 
the original King-Anderson or adminis-
tration hospital care bill were found by 
the chairman of the Ways and Means 
Committee itself to be 100 percent off 
ba'se? 

Mr. CURTIS. It Is more than 100 
percent. It is difficult trying to figure 
out what the costs in this area would 
be, and there is still serious dispute on 
the part of health actuaries as to whether 
we are still not underestimating the cost 
in the H.R. 1 part of the bill, let alone 
the cost in the Byrnes package, either 
as contained in the bill or the Byrnes
package as contained in the motion to 
recommit, 

Mr. HALL. Is that not true because 
we are dealing with service benefits in-
stead of cash benefits? 

Mr. CURTIS. That is the problem.
We are fundamentally changing the con-
cept of social security, one which has 
been a cash program, to one which is a 
hybrid, which includes cash and certain 

services. But how can we estimate what 
services will cast over a period of years? 

There were witnesses that we failed to 
hear. Let me pin this point down. The 
chairman of the commnittee told the 
House how many hours of hearings the 
Ways and Means Committee has had 
over the past years on this general sub
ject. Indeed we have, but each time we 
held these hearings they were in relation 
to a particular bill. After we held the 
hearings we concluded that these were 
ill conceived proposals and did not stand 
up under the kind of testimony we re
ceived. So we have had version after 
version of King-Anderson proposals, we 
are now at about the tenth version. We 
have not had public hearings on this 
new bill,. H.R. 1 the tenth version. No 
one who is knowledgeable on this sub
ject has had an opportunity of testify
ing on it publicly. 

It is true that we did call in a few ex
pert witnesses--quite limited I might
say-and there are some hearings now 
available, if the House is interested in 
looking at some of the testimony. This 
is quite limited testimony. But this is a 
far cry from calling in the very indus
tries and professions that are responsible
for our having the greatest health care 
system of any society in the world. Our 
problem in the field of health care for 
the aged, as I often poinit out, is not the 
result of failure-it is the result of sue-
cess. We have been so successful in our 
society and in our methods of handling 
health care not just for the aged but for 
our entire society that people are living
10 or 15 years longer. It Is success In 
this field that has created the problem-
the. economic problem that we are now 
trying to cope with. But it is not the 
failure of our' health care system. It is 
its success. The people responsible are 
the drug industry, the hospitals, the doc
tors, the health insurance companies, the 
nursing homes, the visiting nurses, busi
nesses or labor organizations with their 
pension plan programs. It is hard for 
this body to realize, I believe, that these 
groups most of which have opposed this 
kind of legislation and have recoin-
mended that we not move forward in 
this way were not permitted to testify
before us so we received no benefit from 
their advice or their criticism under 
cross-examination-and I might add 
with the advice -of rebuttal witnesses on 
the part of those who might disagree
with them. This is the committee 
process. This is the way the Congress is 
supposed to gather knowledge and wis
dom on an issue to apply it to its solution. 
But the-se were not the procedures that 
we followed and we do not have the bene
fit of the advice that these groups could 
give. The advice we have received has 
been received largely on an ad personamn
basis by the chairman of the committee, 
for which I commend him and to some 
degree by the gentleman from Wisconsin 
[Mr. BYRNES] and myself to a very
limited degree to the extent that we could 
personally meet and talk with these peo
ple in our offices. But that is not the 
committee process. If the chairman of 
the committee wants to interrogate the 
top people in the Blue Cross in regard to 
a program, let him do so so that the 
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rest of us on the committee can get the 
benefit of those discussions because these 
are not easy matters. This is a corn-
mittee Process. But we are before the 
House today without that benefit. 

Mr. LANDRTJM. Mr. Chairman, will 
the gentleman yield? 

Mr. CURTIS. I yield to the gentle-
man. 

Mr. LANDRUM. I am reluctant to 
challenge the gentleman's statement. 

Mr. CURTIS. I should think you 
would be. 

Mr. LANDRUM. But I went to the 
committee this year as a new member 
and I participated in the hearings over 
there for a great number of days-I do 
.notknow just how many. But as Irecall, 
there were between 2 and 3 weeks de-
voted to hearing experts from the in-
surance industry; Blue Cross and Blue 
Shield: the hospital association; the 
American Medical Association, which 
was represented by, among others, its 
President, Dr. Donovan Ward; the Amer-
ican Nursing Home Association, the 
pathologists, the labor unions, and so on. 
I do know that it took two rather thick 
volumes to print these hearings. In ad-
dition, we received a great volume of 
written communications including ma-
terial from drug industry representa-
tives, physicians, hospitals, and others. 

Mr. CURTIS. Yes; I saw you there. 
Mr. LANDRUM. And I listened in-

tently and questioned for a little bit of 
the time officers from various carriers of 
insurance in particular, including Blue 
Cross and Blue Shield. I listened in-
tently to the actuaries from that orga-
nization and to the president of that or-
ganization as well as to the actuaries 
from the insurance industry. I listened 
to what the Social Security Adminlstra-
tor and the social security chief actuary 
had to say and I heard the gentleman 
question them, and I listened to a lot 
of his questioning and received a great 
deal of benefit from it. 

Mr. CURTIS. All right, I want to 
thank the gentleman. But the point I 
made is still accurate. I did point out 
that there were a limited amount of ex- 
pert witnesses called in before the corn-
mittee. I pointed it out, if the gentleman 
had been paying attention-and if he 

wol ayatnto owta tee 
were some limited hearings that had 
been published that would show some 

throughout all of these executive sessions 
with the officials of the Department of 
Health, Education, and Welfare con-
stantly present. The usual occurrence 
was for the HEW officials to state what 
the various industries-the pharmaceu-
tical industry or the hospitals or the 
nursing homes or visiting nurses asso-
ciations thought. Many is the time, and 
I think the record will show it, I said I 
am interested in interrogating these peo-
ple myself and I chided the chairman of 
the committee on occasions when he 
said, "Here is what they told me." And 
I sa~id, "But, Mr. Chairman, what I want 
to do is to interrogate them myself." 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield? 

Mr. CURTIS. I yield to the gentle-
man, 

Mr. MILLS. The gentleman from Mis-
souri [Mr. HALL]I raised a question about 
whether the pharmaceutical people ap-
Peared before the committee. 

Mr. CURTIS. That is right. 
Mr. MILLS. They did appear before 

the committee in connection with the 
hearings on the bill we had under con-
sideration in 1963-64. 

Mr. CURTIS. Yes, 
Mr. MILLS. They did not appear in 

1965. 
I believe my friend from Missouri who 

is in the well of the House should call 
the attention of the gentleman from 
Misouri to the fact that the quarrel with 
the Pharmaceutical Association was over 
the fact that we had limited available 
drugs under this program to those drugs 
listed as being all right by the publica-
tions used in the professions or those 
that are passed on by medical staffs of 
hospitals. This is spelled out on page 
24 of the report. They wanted to go 
beyond that, and we did not believe it 
appropriate to do so. 

Mr. CURTIS. I might say to the 
chairman that there were many points 
they made. I read from a letter in the 
committee one of the points they did 
make which was ignored. 

The chairman is verifying, in essence, 
the manner in which we proceeded. 
That is the very area as to which we 
have a quarrel and disagreement on pro-
cedures. 

What I am trying to bring out for 
the benefit of the House, but also to 
make a record here in the CONGRESSIONAL 

This is the procedure we did follow. 
I submit we are not in a position under 
these kinds of circumstances, for a meas
ure of this importance, to move forward 
to debate it with intelligence. 

Mr. JONES of Missouri. Mr. Chair
man, will the gentleman yield for a qiues
tion? 

Mr. CURTIS. I yield to the gentle
man from Missouri. 

Mr. JONES of Missouri. Can the gen
tleman tell me upon whom we must rely 
for the estimates of the increase In the 
hospital patient load uinder either one of 
these plans? 

Mr. CURTIS. Yes. It is essentially 
on the testimony of Mr. Myers and his 
associates. He is the chief actuary of 
HEW. In addition, the colloquys and 
conversations he in turn has had with 
some of the top actuaries of the health 
insurance organizations, all of this I 
might add was behind closed doors. 

Mr. JONES of Missouri. My appre
hension has been that I know, in the 
locality in which I live, our hospitals are 
filled to capacity all of the time. Ob
serving the hospital insurance plans 
which are in effect, are we in danger of 
creating an obligation which cannot be 
met by the physical hospital facilities, 
under this plan? 

The CHAIRMAN. The time of the 
gentleman has expired. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield 5 additional minutes' 
to the gentleman from Missouri. 

Mr. CURTIS. The answer to that 
question is, I believe there is a real dan
ger. There is a real concern not so much 
over the facilities as over the skills; the 
available nurses and doctors. 

Mr. JONES of Missouri. The nurses 
and technicians, but even the physical 
plant. I know that in my area we do 
not have sufficient hospitals to take care 
of any additional load at all. 

Mr. CURTIS. That is a real concern 
of the limited facilities and one of the 
factors we need to go into. 

I offered a bill which has been law for 
privae nursingo homies whic didate poro 
ducvaeabutr10,00 boedsanweihiareow 
builin about 500,000nebeds eapacitycn 
auldny ar. t5,0nwbdscpct 

Mer.MLS. r.Camnwlth 
gentleman yield on that point?

M.CRI.Iwne ofns w 
or. thReepInS.uI wlltdlt yield. the 
point is that we are not in a Position to 

point out the procedures that did go on, did follow and why I am suggesting thattakwhinelgcMrCarm , 
an Iknw wul rco-this matter is not ready for debate on the because we did not call in the peoplehegetlma 

ofths nfrmtinBt a tyig oRECORD, at any rate, Is the procedures we 

nize this. 
Mr. HALL. Mr. Chairman, will the 

gentleman yield?
Mir. CURTIS. I yield to the gentle-

man. 
Mir. HALL. The gentleman men-

tioned the pharmaceutical industry 
being heard and their testimony being 
made a part of the hearings. I did not 
notice where they were heard to any 
extent or whether any part of the phar-
maceutical associations were heard, yet 
I notice that there were the HEW ex-
perts testifying as to what the pharma-
ci~sts thought. Were they ever given a 
chance to rebut it? 

Mr. CURTIS. No; they were not. As 
a miatter of fact, the committee sat there 

floor of the House. We lack the infor- who know the answers. 
mation we should have acquired in public M.MLS yfin rm Ms 
hearings if these knowledgeable people Mori andSI caMawys talknwith Minte
had been permitted to testify not on souigence. a lwy akwihitl 
a general subject buft on the specific Mrgnc.CRI.Ntawy.Icno 
proposals. There was H.R. 1, which was talk wiRTh S stdyngoinelgNce awithout 
a new bill, 139 pages long, and the con-takwhinelgceihotSuyg 
fidential print which the chairman had 
made up for the committee, of some 250 
pages, which many of us had not seen 
until it came in. Under the orders of 
the chairman, this-print was not to be 
taken out of the committee room. I told 
the chairman that I certainly intended 
to take it out, and to at least allow some 
of the people who had knowledge in this 
field an opportunity to comment on somne 
of the language, 

these things first. I try to, but what 
constitutes study? 

Mr. MILLS. The work both you and 
I do. 

Mr. CURTIS. We try to get knowl
edge from people in the particular fields 
of their excellence by interrogating 
them. 

Mr. MILLS. Onl the point made. by 
the gentleman from Mis~souri, I thought, 
my friend believed as I have believed 
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over the years, that most of the people 
who need hospitalization and who need 
the care of a doctor, in your country and 
in my country and in the country that 
the gentleman from Missouri [Mr. 
JONES] serves, get it, whether they are 
In a position to pay for it or not. 

Mr. CURTIS. That Is correct. 
Mr. MvILLS. If they get it, then how 

does this bill which provides the means 
of making payment for these services 
bring about this undue overutilization 
which the gentleman Is talking about? 

Mr. CURTIS. The gentleman Is fully 
aware of why, because we devoted a lot 
of time to this problem of hospital Over-
utilization. The emphasis in this bill On 
hospital utilization boards and the con-
cern. many people express when we go to 
'his kind of a program there will be this 
overutilization. However, let me go on 
to finish my points. 

Mr. MILLS. All right.
Mr. CURTIS. All I am making a 

point about is this: I am not trying to 
engage in a debate on the substantive 
ifisues of this bill because we are not in 
a position as a committee to advise this 
House with any intelligence. We have 
failed to obtain the information and 
what information we obtained in the 
past we have not kept up to date. We do 
not know what we are talking about in 
this area. However, let me go on to the 
three other points that I want to make. 

- What concerns me so deeply about 
moving forward in this important area 
in ignorance is that we do not know; but 
this we do know: the payroll tax has a 
limitation, just as we have now found 
that the Federal income tax has a limii-
tatlon, and we all recognize the eco-
nomic damage it is creating, 

Senator RizaicoFF, when he was the 
secretary of. Health, Education, and 
Welfare, advised this committee In one 
of our public hearings under cross ex-
amination that he was concerned with 
the limitation of the King-Anderson.
bill, which was to give benefits that were 
less than 25 percent of the cost to the 
older people. I said, '.Why did you 
limit it?" and he said, "Even to pay for 
these we have to get the payroll tax to 
where it is 10 percent of the payroll, and 
when it rea-ches that it creates real dan-
ger for the social security system Itself." 

Now, this bill has 11.2 percent ulti-
mately with a base of $6,600. I tried to 
engage and I did engage in a limited 
colloquy with the Director of the Budget, 
Mr. Gordon, and I put in the RECORD, 
excerpts from the hearings, a colloquy 
on the economic consequences involved 
if we load too much on the payroll tax, 
The unemployment Insurance system Is. 
based on that tax, too. In effect, so is 
workmen's compensation. We are mov-
ing ahead here without the benefits of 
the wisdom and the knowledge that ex-
perts in this field might have given us. 
Just because there is a popular label on 
this bill it will be passed. This is the 
kind of a climate that has been created, 
and in which we cannot conduct an in-
telligent debate, 

The second Point Is the compulsion
and the comprehensiveness of medicare. 
If you look at the bill, right at the very 
beginning there Is a great big label on 

page 9. It says "Prohibition Against 
Any Federal Interference." It says 
there will be no Federal interference, 
and that free choice by the patient is 
guaranteed. Then the next 70 pages
tell you how the Federal interference 
will be carried out. Let us not kid our-
selves about it. It has to be. I am not 
arguing against that. If we use Federal 
fuifds, we have to have Federal regula- 
tions. The provisions are that the De-
partment of Health, Education, and 
Welfare must enter into contracts or 
agreements with hospitals and nursing 
homes, and if your nursing home or your 
hospital which you want to go to does 
not agree with the officials in Washing-
ton on their charges and what they can 
charge for, then the older person cannot 
go to that hospital or'nursing home. 

The CHAIRMAN. The,,time of the 
gentleman has expired. 

Mr. BYRNES of Wisconsin. I yield 
to the gentleman 5 additional minutes. 

Mr. CURTIS. Then the older person 
cannot go to that hospital. Where is the 
ultimate decision in the event-of a con-
troversy between the hospital board or 
the nursing home and the great Depart-
ment of Health, Education, and Welfare? 
The ultimate decision Is in Washington. 
There is a lot of machinery in between 
provided, of course, but in -theevent of a 
difference of opinion, the ultimate deci-
sion is vested, as it has to be, in the De-
partment of Health, Education, and Wel-
fare. I am happy that I was able to imi-
prove this bill to some degree by getting 
judicial review. So that there could be 
at least an appeal to the courts from the 
arbitrary decisions of the Department of 
Heath, Education, and Welfare. So we 
have the basis for what many of us be-
lieve will lead to socialized medicine, 
moving into a socialization in this area. 

My concluding remarks are these: in 
our society we have always taken care 
of those in need. The Kerr-Mills Act 
took this approach. 

The American Medical Association has 
not been falsely propagandizing elder-
care by saying it will provide up to 100 
percent of medical cost. Eldercare is 
really only a modest Improvement of 
Kerr-Mills. In my judgment it probably 
would only cost about $100 to $200 mil-
lion in addition to what we are doing un-
der Kerr-Mills. Kerr-Mills, which ha's 
been so badly misrepresented by the offil-
cials of the Department of Health, Edu-
cation, and Welfare actually was saying 
this: We know the people on relief now 
are being cared for. However, there are 
some people who are not on relief. They 
own their own little home, have their 
pension, but if they get hit with a major 
medical cost, they could be thrown on 
relief. 

Kerr-Mills in effect says to the States: 
You tell those people to bring in their 
medical bills and we can take care of 
them up to 100 Percent if that Is what 
they need, so they stay off relief. 

Right,,Mr. Chairman? Is not that the 
thrust of Kerr-Mills, so people would not 
go on relief? It Is not the other way 
around, and so what eldercare says Is 
this: Let us not wait until these people 
get hit with a major medical. Let us 
cover them with health insurance, and 

If they have difficulty in meeting the 
premium cost then we can help them to 
pay the premium. This is the approach, 
and why eldercare and Kenr-Mills is 
really not very costly. It is taking care 
of up to 100 percent of all the medical 
costs. But it only relates to 15 or 20 
percent of the older people In our so
ciety. But this compulsory program in 
the bill before us is-to cover 100 percent 
of our older people-the rich, the me
dium income, as well as the poor, whether 
they can afford it or not, and cover about 
25 percent of their average health costs. 

As the chairman of our committee has 
often pointed out-and I agree with 
him-we should not use general reve
nues for welfare matters unless we have 
a means test; because, if we ever went 
to that there would be no end to it. That 
is why I am pleased that in the Byrnes 
bill, in a limited way-not the way I 
would like to, because it is too lush a 
means test-but at least we do say that 
in using general revenues as to people 
over $5,000 of income there shall be a 
recoupment. 

My concluding remarks are those that 
I began with, that this matter Is not 
ready for. debate. It is obvious that this 
House is not in a mood to debate and 
deliberate. The decision which was made 
outside of the well of the House, outside 
the. deliberative process, is going to pre
vail. Members have already made up 
their minds. They are voting on a label. 

What the chairman of the committee 
might say-and he is eloquent and is a 
student and I have great respect for him: 
and what Congressman BYRNES might 
say, and I have a similar respect for him, 
or what I in a small way might say, or 
the author of the King-Anderson bill, 
Mr. KiNG,, might say, makes no differ
ence. 

Is it not obvious, Mr. Chairman, what 
has happened? The Congress of the 
United States has become a rubber-
stamp. 

Mr. Chairman, under permission to 
extend my remarks, I am including a 
discussion of another point in the bill, 
namely the amendment to the disability 
programn. 

AMENDMENT OP DISABIDrrT PROGRAM 
During the committee discussion of 

the medicare legislation the processes for 
procedural and substantive action, 
namely the hearings and public discus
sions of the proposals contained in the 
legislation, were so lacking that many 
important changes were made without 
proper consideration. 

To illustrate, Mr. Chairman, I refer to 
the committee action in changing the 
definition of disability in the Social Se
curity Disability Act system. The defini
tion under the present law declares a 
person eligible for benefits if he has an 
impairment "which can be expected to 
result in death or to be of long continued 
and indefinite duration." The amend
ment in the bill would make a person 
eligible for benefits if he suffered a total 
disability for a period of 6 months. 

This change would affect thousands of 
persons and cost additional millions of 
dollars. In fact, the Social Security.Ad
ministration estimates that 155,000 per
sons-other sources estimate a much 
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higher figure-will be added to the dis-
ability rolls immediately upon enactment 
of this amendment. The important na-
tional effect and import of this amend-
ment apparently was unimportant to the 
sponsors because no public notice nor 
any public hearings at any time have 
been made upon this subject. 

The additional cost of this disability 
definition change was never considered 
in the financing of the medicare legisla-
tion although a great amount of time 
and thought was given to the matter 
of adequate financing of other aspects 
of the bill. This change made in the 
last several days of committee meetings 
with its additional millions of dollars 
of cost will serve only to make the orig-
inal finance figures more unreliable. 

Furthermore, such a change in adding 
thousands of persons to the disability 
rolls will compound the injury already 
being done in the State workmen's com-
pensation programs by the lack of co-
ordination in Social Security Disability 
Act. Since 1958 disabled persons under 
the Federal and State programs have 
been receiving dual benefits as a result 
of the repeal of the offset provision in the 
act that year. Prior to repeal the Fed-
eral disability benefits were reduced by 
amounts received under the State work-
men's compensation programs. These 
dual benefits generally exceed the take 
home pay of the worker which he re-
ceived as an ablebodied working man on 
the job. It is a simple deduction then 
that by changing the disability defini-
tion and bringing more persons into the 
category of receiving dual benefits, the 
Federal program reduces the effective-
ness of the State programs. Already 
some States have acted upon the sug-
gestion of those in the Federal Govern-
ment to reduce the benefits under the 
State programs by the amounts received 
from the Federal Disability Act. I do 
not believe that the Congress In its cre-
ation of the Social Security Disability 
Act ever intended it to water down or 
replace the State programs-yet, this is 
the actual happening, 

The area of most serious concern is 
the rehabilitation of the disabled per-
sons. Those most experienced' in the 
field of rehabilitation point out that 
motivation is the key factor in bringing 
about rehabilitation. There is no ques-
tion that cash benefits greatly motivate 
a persbn's desire to be or not to be re-
habilitated. Commonsense dictates that 
a person receiving more income while 
disabled than when on the job will 
minimize, if not eliminate, the Incentive 
to be rehabilitated. Opening up the 
disability rolls to thousands of addi-
tional persons without careful study and 
control will increase the difficult prob-
lems inherent in the rehabilitation pro-
grams. 

An argument has been made by the 
proponents of social security replacing 
the State programs that the cost is on a 
50-50 basis. Once the benefits become 
high enough, this method of sharing 
does not hold true. Witness the Italian 
program where 52 percent of payroll goes
for social benefits and the employer pays 
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42 percent and the employee pays 8 per-
cent of the costs. 

Also in some countries, notably Eng-
land, where the workmen's compensa-
tion program has been nationalized, the 
right to sue at common law by the em-
ployee against the employer has been 
made available again. Under the State 
compensation programs the employee 
gives up his common law rights to sue the 
employer for any injury received on the 
job in exchange of a definite amount of 
compensation. Should the State pro-
grams in this country be superseded by 
the Federal program, there is every rea-
son to believe that we will return to the 
chaos, confusion and suffering that ex-
isted under the common law operation. 
I believe that such a development will 
have both labor and management up in 
arms all over the Nation against the 
possibility of such a happening, 

There have been some statements that 
under the present definition, doctors 
cannot easily determine a total and per-
manent disability of long duration. 
However, doctors under the State pro-
grams have been able to make such de-
terminations medically, conveniently, 
and wisely for 50 years. 

It is also argued that the present def-
inition creates hardship cases. In-
formed persons in this field tell me that 
proper administration and the courts in 
their rulings take care of any hardship 
cases which may arise and whenever we 
draw a line there will be argument, and 
propertly so, as to just where the line 
should be. This is inherent in all legisla-
tion. 

The report of the committee calls for 
the Health, Education, and Welfare De-
partment to make a study of this prob-
lem and report no later than December 
31, 1966. The Social Security Advisory 
Council made a recommendation for a 
study of this problem area in its report 
last year. It Is amazing In the light of 
these two recommendations that the 
committee would legislate prior to the 
findings of the study rather than after-
ward. It is Inconceivable that action 
would be taken prior to the fact rather 
than after the fact. 

(Mr. SCHNEEBELI asked and was 
given permission to extend his remarks 
at this point in the RECORD.) 

Mr. SCHNEEBELI. Mr. Chairman, I 
join my Republican colleagues in sup-
porting many of the provisions In the 
social security bill. Like them, I have 
felt that many of these amendments are 
long overdue, 

I am in full accord with the amend-
ments In the bill that would increase 
benefits by 7 percent across the board 
with a $4 minimum increase for a 
worker, continue benefits to age 22 for 
certain children in school, provide tax 
exemption of certain religious groups, 
provide actuarially reduced benefits for 
widows at age 60, and pay benefits, on a 
transitional basis, to certain persons cur-
rently 72 or over now ineligible; liber-
alize the definition for disability insur-
ance benefits; and, increase the amount 
an individual is permitted to earn with-
out suffering full. deductions from bene-

fits. These social security amendments 
were agreed upon by the conference com
mittee in the 88th Congress. A bill con
taining these amendments could have 
been enacted long ago, and with unani
mous support on the part of the Republi
can members of the committee. 

During the consideration of the so-
called King-Anderson bill-H.R. 1-in 
the 88th Congress, the Way and Means 
Committee also tentatively agreed upon 
amendments to improve and enlarge the 
Kerr-Mills Act. I am glad to find these 
amendments in the bill. I am certain 
that the committee would have reported 
out similar amendments last year, ex
cept for the fact that the proponents of 
medicare-lacking support for their pro
gram-asked that the committee pass 
over all amendments dealing with medi
cal care for the aged. These Kerr-Mills 
amendments would be in the law today, 
with the full support of the Republicans, 
were it not for that fact. I know that 
these amendments will enable my 
State-the Commonwealth of Pennsyl
vania-to improve its already extensive 
Kerr-Mills program. 

There are other fine amendments in 
the bill providing for medical aid to 
dependent children, the blind, and the 
disabled; services for maternal and child 
health, crippled children, and the men
tally retarded; and a 5-year program of 
special grants for health services for 
children. I fully support these amend
ments. 

I also have no objection to the volun
tary program of supplemental insurance 
added to the original medicare proposal. 
The Republicans have consistently 
pointed out that the original hospitali
zation program proposed by the admin-
Istratlon was wholly inadequate. This 
Inadequacy would have resulted In de
ception and confusion for some 18 mil
lion of our elder citizens-the over
whelming majority of whom had been 
led to believe that the so-called medicare 
bill, H.R. 1, Provided what that term 
implied; namely, complete medical care. 

Not only do I find nothing wrong in 
the voluntary approach to insure the 
elderly for doctors' charges and other 
medical services, I believe that the bill 
would be immeasurably better if that 
concept had been applied to the entire 
hospitalization program. 

our committee should take Pride in 
the fact that with the exception of the 
compulsory payroll deduction aspect, the 
bill has broad support among Democrats 
and Republicans alike. Why should we 
have this one large negative feature in 
the bill-and by this I refer to the hos-
Pitalizatlon program-financed by a 
payroll tax automatically and compul
sorily extended to everyone over age 65 
regardless of need. In using the term 
"need," I do not refer to a "needs test" 
or "means test." I refer to the fact that 
there are many of our elder citizens who 
are already being covered in increasing 
number at no cost to themselves under 
adequate programs of group health in
surance, provided for by their employers, 
their unions, or by other organizations.
Those People have no need for a Govern
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ment program; for them, it is superfiu-
ous. 

In opposing the financing of the hos-
pitalization program, I am not unnmind-
ful of the increased cost of health in-
surance for those over age 65. On the 
contrary, I believe that the comprehen-
sive health insurance program embodied 
in a bill which I introduced-H.R. 
4354-and in similar bills introduced by
other Republicans, will provide more 
adequate health insurance for the aged, 
at a lower cost, and without imposing a 
regressive payroll tax upon tomorrow's 
workers. 

The payroll tax is one of the most un-
fair and regressive taxes in the entire 
Federal tax system. It applies to the 
first dollar of earnings. There are no 
exemptions, no deductions, no exclusions. 
and no tax credits. The president of a 
large corporation pays the same tax as 
his workers earning as little as $5,600 
per year. 

Under the committee bill, a worker 
earning a mere $3,600 wage, with a wife 
and two children to support, will be taxed 
on his first dollar of earnings-not for 
his future benefit-but to pay current 
hospital benefits for a retired couple with 
the same or more income, who pay no 
Federal taxes at all. I just do not think 
that this is fair and proper.

Under the tax rates in the committee 
bill, a 21-year-old worker and his em-
ployer will pay the equivalent of $8,590-
during the employee's working years-
and those rates may be inadequate,

Under the Republican program a par-
ticipating individual will pay only when 
he reaches age 65-not for 44 years in 
advance-and under present assumptions
he can expect to pay $874.50 in premiums
during his retired years. Although this 
figure is only about 10 percent of the 
amount that must be paid on behalf of 
an individual worker, under the commit-
tee bill the benefits greatly exceed those 
financed by the committee's compulsory
social security program.

Not only does the Republican proposal
avoid this regressive payroll tax, but on 
the other hand its voluntary aspects and 
broad coverage provide additional ad-
vantages over the committee bill, 

The basic hospitalization program in 
the committee bill is extended to all eli-
gible persons over age 65 automatically 
and compulsorily.

The Republican program would be 
wholly voluntary. When coupled with 
the payment of a Premium contribution,
this reduces the duplication of coverage 
for those already covered under private 
programs. It preserves the insurance 
concept, 

The Republican program requires the 
Participants, including those presently 
over age 65, to make a contribution to-

wardthecosisurnceoftherThs
wardthecos Thsisurnceoftherreduces the cost which is passed on to 

taxpayers under age 65. It also acts as 
a deterrent to excessive utilization of 
benefits on the part of those enrolled. 

The hospitalization program in the 
committee bill is, in fact, a part of the 
social security tax system. An addi-
tional liability of $133 billion is imposed 
on the social security tax structure be 
the adoption of that program. 

The Republican program is financed 
wholly apart from the social security 
system. It does not jeopardize future in-
creases in cash benefits, 

In financing the hospitalization pro-
gram through the payroll tax, as a Part 
of the social security system, the corn-
mittee bill gives rise to the concept of 
"entitlement." It creates the erroneous 
impression that the wage earner is "pre-
paying" for a specific hospital benefit, 
This precludes any revision of benefits in 
the future, except to increase the scope
of the program, 

The Republican program preserves a 
high degree of flexibility. When the in-
sured is required to pay a premium for 
the benefits, both premiums and benefits 
can be modified as the need arises. Pres-
sures for increased benefits will be 
minimized if such increases are charged 
against the insured through higher pre-
mniums. 

The committee bill does not meet the 
problem of catastrophic. illness. Benefits 
of the combined hospitalization program
and medical services program in the 
committee bill fall short of the benefits 
provided for in the Republican program.

The Republican program covers the 
catastrophic illness up to a' lifetime 
maximum of $40,000 in benefits. The 
Republican bill also covers prescribed
drugs, while the committee bill excludes 
this item. 

By eliminating duplication of coverage
and combining all medical benefits in a 
single comprehensive insurance pro-
gram, the Republican program will pro-
vide more protection for less dollars. 

The Republican proposal provides for 
premium contributions related to cash 
benefits under social security, coupled
with a tax recoupment of the subsidy
attributable to individuals with incomes 
of over $5,000 and married couples with 
incomes of over $10,000. This eliminates 
"need" as a basis for qualification with-
out extending benefits to those who are, 
in fact, able to pay the full cost of their 
own insurance. 

The Republican proposal also incor-
porates the amendments to the social 
security laws proposed in the eldercare. 
bills, thus making more specific the right
of the States to enter into private con-
tracts of insurance to cover the State-
administered OAA and MAA programs,

I am also critical of the committee bill 
in another respect-not for what the bill 
does-but for what it fails to do with re-
gard to the overcharge on the self-emn-
ployed. 

On several occasions, I proposed that 
the committee amend the social security 
tax schedules In order to remove an ob-
vious inequity with respect to the self-
employed. Under existing law-and un-
der the schedules in the bill-the self-
emloyd wll e pyin 1 2 tmesthe 

the employer's tax should be treated as 
a part of the general fund to finance 
benefits for those who have only paid 
a nominal social security tax. If we ac
cept that proposition, there is even less 
basis for taxing the self-employed any
differently than we tax the employee.
The self-employed is the "forgotten
man" in our payroll tax structure. 

This extra tax on the self-employed
becomes particularly onerous as the -tax 
rates increase. Under this bill, a self-
employed person whose earnings equal
the tax base will over his productive 
years-age 21 to 65-have paid total so
cial security-OASDI-taxes of $19,712 
as compared with taxes of $13,467 paid On 
the same wage base by an employee.
When compounded at 31/2 percent in
terest-the rate used by the Depart
ment-the self-employed OASDI tax 
comes to $45,032 compared with $30,679 
for the employee. Forty-five thousand 
dollars is a lot of money to a small farm
er, a small shopkeeper, a member of the 
clergy, a barber, and the many millions 
of self-employed in our service indus
tries. 

This additional tax on the self-em
ployed cannot be justified either by the 
benefits they receive or by their ability 
to pay. Benefits are the same both for 
the self-employed and the employee. In 
the payroll tax, ability to pay is com
pletely disregarded. The president of a 
large corporation pays only two-thirds 
the tax- of the self-employed barber-
and we can be certain that there are 
more barbers, small shopkeepers, filling
station operators, and the like, than 
there are affluent professional people 
among the self-employed.

Of the approximately 7, million tax
payers who file returns as self-employed, 
more than one-half report adjusted gross
income of less than $5,000 per year. This 
is the group which pays 50 percent more 
in social security taxes than do the execu
tives of our large corporations. They are 
the farmers, ministers, barbers, taxi own
ers, filling station operators, small 
grocers, newsstand operators, and the 
like. Many have no employees at all,
other than occasional family or part-
time help. 

A minister in my district wrote: 
So far this year I have paid or owe $587 in 

taxes on my 1964 income (which is siightly 
over $4,800). This totai figure for taxes in
ciudes $139 in iocal taxes, $189 in Federal 
income tax, and $259 in social security tax. 
The figure, of course, does not Include the 
Pennsylvania saies tax and the various hidden taxes.There are three children in our family
(the youngest is 5 years of age and the oldest, 
12 years of age). I find it extremely difficult 
at the present time to set aside one-eighth
of my income to cover these various taxes. 
If the social security tax is increased, the 
payment of the increase will not only beemloyd wll e pyin 112 tmestheextremely difficult, but it will become vir-tax paid by the employee for the same 

benefits. I have not been able to get 8 
reasonable explanation for this differ-, 
ence.. 

Time and time again, we have been 
told by the Department of Health, Edu-
cation, and Welfare that the tax paid by
the employer should not be credited to 
or attributed to any individual employee,
The Depaitment takes the position that 

tually impossible without depriving the five 
members of the family of adequate food, 
clothing, and dental and medical care. 
Doubtless many other clergymen and other 
persons classified as self-employed find 
themselves in this same predicament. 

In rejecting my proposal that we take 
action in this bill to remove the penalty 
on the self-employed, I was told that it 
would cost too much. I am not tim
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Pressed with the answer. Actually, the 
initial cost to adjust this tax would 
Amount to 0.05 percent of payroll at a 
$5,600 base. With the projected in-
creases in both the tax and wage base, 
which are provided in the bill, I am 
confident that the shifting of this extra 
burden-now paid by the self-em-
ployed-to all wage earners and employ-
ers, including the same self-employed, 
would not have a significant impact on 
the social security trust fund. And this 
impact could well be spread over a pe-
riod of years, just as the committee bill 
spreads the cost of increased cash bene-
fits and the cost of the hospitalization 
program.

The additional tax to finance the 
health insurance program provides the 
same rate for the employer, the em-
ployee, and the self-employed alike. If 
the principle of this new tax is right, 
there Is no justification for continuing 
to tax the self-employed at a much 
higher rate to finance cash benefits. 

I earnestly hope that the other body, 
on passage of the bill, will face up to this 
problem. The self-employed need help; 
and all I ask is that they be given the 
same consideration as everyone else. 

Mr. MILLS. Mr. Chairman, I yield 10 
minutes to the gentleman from Missouri 

[Mr. KARSTEN] akdad.a ie 
permission to revise and extend his. re-
marks.)

Mr. KARSTEN. Mr. Chairman, my 
colleague from Missouri complains that 
the decision on the medical care bill was 
made outside of this House. The gentle-
man from Missouri and I do not often 
agree, but I am inclined to agree with 
him to a certain extent in this instance, 

Under our system of government it is 

Congress since I have been a member of 
the comimittee, 

I am glad that the moment is at hand 
when the House of Representatives will 
have an opportunity to vote on legisla-
tion to provide medical care for the aged. 

The struggle for a program of this kind 
began about 20 years ago. There have 
been outstanding advocates like the late 
John Dingell, our former colleague, Amie 
Forand, and more recently, our distin-
guished colleague, the gentleman from 
California, CEcIL KING. On the other 
side of the question we have also had 
humane and considerate men but their 
views and their approach to this problem 
set them far apart from the advocates. 
This resulted in a stalemate on legisla_ 
tion to provide medical care for the aged, 
with the votes on the Committee on 
Ways and Means pretty evenly divided 
between those for alnd those against. 

Sae tshveoawitearvlofof 
Salpaemates. haeSo awit thasbenariva ofi 

casepeacemaker. uSohit chasibeen in this 
Case.ithee ditnguiyshendchiMeansof the 
Commtteea fon Wrays andaMeeans the 
gentlemanesfromnAreansasthas beenvthe 
peacemaker. He has brought together 
the divergent viewpoints of the present 
us isl as triue patohiangteniy skill, andor 
dedicatriont toahtsk wichnuty seemed an-

most insurmountable. 
Perhaps there are still imperfections in 

the legislation but I believe it is far bet-
ter than any single bill heretofore in-
troduced in the House. This measure is 
a consolidation of the best of all that has 
gone before. While the many provisions 
in its 296 pages are complex and techni-
Cal, basically the legislation establishes 
the principle of providing a way for our 
elder citizens to take care of their major 

the maternal and child health and crip
pled children's programs. 

As good as this bill is there are still 
some who oppose it. I have read the 
Republican minority report and to me 
the conclusions are not surprising. The 
minority report declares that the health 
care plan for the aged is too costly, in
adequate, illusory and some kind of a 
terrible threat. 

The reason I am not surprised at the 
minority report is that these are the 
same charges the Republican Party has 
been making since the inception of the 
original cash benefit social security pro
gram in 1935. It was my privilege to 
serve as a House committee employee 
at that time and I well remember the 
dire predictions of the Republican 
spokesman on social security both in 
and out of Congress. 

There was the late Allen T. Treadway, 
Massachusetts, the then ranking mi

nority member of the Committee on 
Ways and Means. Here is what he had 
to say on February 2, 1935, on the gen
eral subject of social security: 

to reoer 
able to continue in operation. 

Then there was the late Harold Knut

mahe grsieatest sigl threbatl l un

son, who later became chairman of the 

Committee on Ways and Means. Here 
islo theegloomy peiton herimade in9the 
whell ssg theiose oApripsdle2,l1935:of 

Tepsaeo hspooe eiltounemwill further and definitely increase 
ployment. 

Mr. Knutson felt so strongly against 
social security that in the minority report 
he amplified his views with this condem
nation of the social security program: 

There axe certain provisions of this bill so 
obnoxious to me that I cannot support 

* * * The measure is wholly inade
* * * The two payroll taxes which 

the bill imposes will greatly retard business 
recovery by driving many industries, now 
operating at a loss, into bankruptcy. 

The late Republican minority member, 
Daniel A. Reed, of' New York, who like 

th epetesle vr lcinwohealth needs, 
dtherminpe themskind ofgvernmeeint weo ThiilitivddIt.ou rnia 

detemin th kinw. ofgovrnmntbll I diide ino for pincpalquate.Te 
shall have and how much government we 
shall have. By the largest majority in 
history the people last November elected 
a President who campaigned on a 'pro-
gram of medical care for the aged. And, 
the Committee on Ways and Means in 
reporting this bill is carrying out the 
wishes of a great majority of the Ameri-
can people. 

Now, Mr. Chairman, insofar as hear-
ings are concerned it has been my privi-
lege to serve on the Committee on Ways 
and Means for over 10 years. To my per-
s-onal knowledge medical care for the 
aged has been the subject of public hear-
ings at almost every session during that 
period of time. In the current session 
there are two volumes of hearings con-

Nsisting of 898 pages of testimony. If 
there is one matter that has been thor-
oughly discussed by the Committee on 
Ways and Means, it has been the subject 
of medical care for the aged. 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield? 

Mr. KARSTEN. I yield to the gentle-
man from Arkansas. 

Mr. MILLS. Is the gentleman from 
Missouri making It clear that those two 
volumes of hearings consisting of 898 
pages occurred at this session? 

Mr. KARSTEN. I made that state-
ment, Mr. Chairman, and we have had a 
similar record for almost every session of 

parts. First, it provides a basic in-
surance program of hospital care based 
Onl H.R. 1, the King-Anderson bill. This 
will be financed in a manner similar to 
the regular social security program, by 
a tax on employees and employers. ThisMrKntoberehmaloec e 
program will provide 60 days of hos-
pitalization and related, nursing home 
service for all persons when they attain 
the age of 65. 

The second part is voluntary and it 
covers doctor's fees in and out of the 
hospital. Aged persons who elect this 
coverage will pay a $3 monthly premium 
which can be deducted from their so-
cial security cash benefits and this will 
be matched by a similar contribution 
from the Governiment. Hospital and 
medical benefits under these programs 
will be available beginning July 1, 1966. 

The third major provision of the bill 
includes a 7-percent Increase in social 
security monthly cash benefits. Under 
this provision, no primary beneficiary 
will receive less than a $4-a-month in-
crease so all of the aged may purchase 
the optional medical program with no 
loss of income, 

Finally, the bill makes many substan-
tial improvements in the Kerr-Mills 
program and also includes more liberal 
financing of health care -services to 
needY children, the blind, and the dis-
abled. It also strengthens and expands 

Mhar.mKnuton bhefCoremime alon beamean 
chiMeans of thesieCommitteeoniWystand
Meansy: eie oia euiyti 

The lash of the dictator will be felt. And 
25 million free American citizens will for 
the first time submit themselves to a finger
print test and have their fingerprints' filed 

here with those of Al Capone and every 
jailbird and racketeer in the country. 

Our former colleague, John Taber, of 
New York, made a stirring speech on the 
floor onArl1-13,adhr r 

-down 

kind wonAril 19,u1935 andiahere ureisy 
porm 
pevrogram: sor f h ordha n 

Nevsuer Ientheughitor of ther worl hasi asy 

as to prevent business recovery, to enslave 
workers, and to prevent any possibility of 
employers providing work for the people. 

Republican opposition to the princi
ple of compulsory social security was not 
confined to the Congress. There were 
many otherwise responsible Republican 
leaders going about the country making 
speeches condemning the entire social 
security program. 

Here is a copy of the New York Times, 
for November 1, 1936, and listen to what 

i 
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the Republican National Committee 

chairman, John D. M. Hamilton, had to 

say about social security: 

HAMILTON PREDICTs TAGS FOR WORXERS--RE' 


PUBLICAN CHAIRMAN WARNS THAT NEW 
DEAL WOULD REGIMENT 27 MILLION 
If the Roosevelt administration is returned 

to power * 27 Million men and 
women * be forced to report to*will 

a politically appointed clerk. * * * In Eu-

I support the objectives of this bill if 
it means we are trying to provide ade-
quate, the best possible, health and 
medical treatment to all people over 65 
who cannot afford adequate medical 
treatment. I am for providing this 
medical help without any embarrass-
ment or humiliation to them; in other 
words, to eliminate all suffering, among
all people, for that matter, and certainly 

were considered but most of them, par
ticularly those offered by the minority 
side, were voted down.- My objection or 
criticism is not against the Committee 
on Ways and Means or the way it con
sidered the legislation but against the 
plan contained in the bill. 

I hope that my criticism will be con
sidered as constructive criticism, because 
we are concerned, seriously concerned, 
httisbldesntotinheet 

hsbilde o onantebs 
solution to this problem. We feel that 
it will not solve the problem as we would 
like to have it solved. We feel it would 
injure the medical services and condi
tions we enjoy here today. There is no 

finer medical system anywhere in the 
world. 

It was said earlier that the old-age,
survivors,-and disability insurance pro
visions in the bill is noncontroversial. 
There was a little give and take in the 
committee's consideration of that part 
of the bill. It did not go so far as some 
of us wanted it to go. It went a little 
further than others wanted it to go in 
other parts of the program, such as 
bringing doctors under the program, and 
tips. By and large however, it was a 
package all of us could support. The pro
visions of the bill which are amendments 
to the old-age, survivors, and disability 
insurance program, are listed on pages 2 

and 3 of the report. Therefore, a detailed 
discussion of these provisions is not 
really necessary.

But I would like to discuss the treat
ment of the Federal employees in this 
bill-or maybe the mistreatment of the 
Federal employees. We have for many 
years in the Congress, and I understand 
in the Committee on Ways and Means, 
been discussing the relationship between 
the social security system and the civil 
service system. The question we have 
been asked repeatedly is: Are Federal 
employees being treated fairly by not 
being brought under the social security
system? The question has been asked 
if they were brought under the social 
security system, would it impair the civil 
service retirement system, and because 
of the fear that it might impair the civil 

ropean countries, people carry police cardsfothsovr6whcisteaegop
and are subject to police surveillance. So fovrtoed ove 65i whichlhlg.ropta 
far, American citizens have not been sub-coedbytsbil 
ject to these indignities. 

if Chairman Hamilton was not speak-
ing for his party, perhaps the Republican 

was nd September 27,si1936, whfen heLandon 
this ton Say.emHere is a1copy ofwhen frontd 

thisto sty. Loueis Post-Disptche frort 
page of the S.LusPs-ipthfrus
that date. Let me read the major head-
line: "Landon Calls Social Security Act 
Cruel Hoax on the Worker-Urges Re-
peal of Compulsory Old-Age Section of 
New Deal Program as Unjust and Stu-
pidly Drafted."is 

A few weeks later, he came to St. Louis 
and told us more of what he thought 
about social security. Here are the 
choice remarks he made in St. Louis 
which were reported in the Post-

I support those objectives. All of us 
do. And we should support it. I think 
most of the people think that these are 
the objectives of this legislation. That 

is the reason why it has such broad sup-
port among the American people. But 
I feel that this legislation we have before 

falls to meet those objectives,
Thius brings up a very interesting 

thing about our political system. It may' 
be a good thing. That is, that all of us 
may see a problem which exists. Some 
see it a little earlier, some a little later 
than others. Some see the problem from 
their own point of view. But 8.11 of us. 
can agree that a problem exists and 
that something should be done about it, 
that a solution is desirable. In fact we 
can agree that a solution is necessary. 

Dispatch for November. 1, 1936: ckBut we can disagree and honestly dis-
How could any administration keep trac 

of these 26 million of our fellow citizens? 
Imagine the vast army of clerks that would 
be necessary. Imagine the boost for bu-
reaucracy. Imagine the field open for Fed-
eral snoopings. Are these 26 million going 
to be fingcrprinted IIIor are they going 
to have identification tags put around their 
necks? * * * We must repeal the present 
tax on pay envelopes. 

But let us return to the present. The 
minority report indicates our Republi-
can friends today are trying to make 
the same mistakes as our late and former 
Republican colleagues of the 74th Con-
gress. The real basis of Republican op-
position today is the role of the Govern-
ment in collecting a compulsory tax and 
serving as trustee for the aged. That is 
the same principle the Republicans op-
posed 30 years ago. I hope my friends 
on the left of the aisle will profit by the 
mistakes of their predecessors and I urge 
them to vote for the bill, 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield 10 minutes to the 
gentleman from Virginia [Mr. Bnoy-
HILL]. 

Mr. BROYHILL of Virginia. Mr. 
Chairman, I want to repeat what has 
already been said in' abundance on many
occasions this afternoon, and will be said 
repeatedly before we conclude debate on 
this bill, and that is I, as well as most 
Members, support many of the provisions 
contained in this bill we have before us 
for consideration. In fact, I advocate 

th asaeofmn hsepoisoso 
as being not only desirable but necessary. 
I will go further and say that I support
all of the broad objectives of this legisla-
tion if those objectives are to liberalize 
and broaden the Social Security Act. 
We approved a similar bill last year with 
a number of these same provisions in it. 
I also support any effort to correct some 
of the Inequities that exist In the Social 
Security Act and that always exist in a 
law such as this that Is so far reaching. 

agree as to what is the best method of 

solution or the best plan of solution,
Yet, under our political system we 

often shout and charge that the fellow 
that does not agree with our own 
method of solution, or has another plan 
or method, is not sympathetic to the 
problem or is not aware that the prob-
lem exists, Of course, some of us are 
often too anxious to claim the political 
credit for coming up first with an answer 
to the problem rather than finding the 
best answer, 

I believe that is the situation that may 
cause some of the difficulty in the con-
sideration of this bill. It has been said 
and agreed to before by both the chair-
man of the committee and the ranking 
minority member that a problem does 
exist In this area and that the people 
over 65 need help in arriving at a better 
solution of this problem. We all agree service retirement system, Federal em-
therefore a problem exists in this area, ployees by and large have not pushed
but we do disagree as to the method ,Of and insisted on being brought under it. 
approach. I disagree and seriously dis- Mayousfethyhodbepr 
agree with the approach for aouin Mitte tofcmunder ithevholuntarilypand 
contained in this bill, but I do not ques- therefore have the same additional bene
tion the honesty and sincerity of any of fits as other employees in private indus
the supporters of the bill. I commendtradIhv aculyiroce 
the Committee on Ways and Means for 
the work they have done, the detailed 
and thorough manner in which all parts 
of the bill were considered. This thor-
ough procedure was discussed by the 
gentleman from New York [Mr KEOGH] 
earlier in the day. 

I was impressed by the amiount of 
time taken by the committee in dis-
cussing every detail of the bill. I found 
it difficult to be at all the committee 
hearings because they met so often, 
They met morning and afternoon, day 

legislatind In order atouavey tisnmttouer 
formsally b i toubefoe thescomit-erdroug 
tee.aBut Iruhwil confoes thisie comost
complicated prolem aondesneeds a great 
deapliofatudy Inole fact, onepage 10 ofea 
thea committee. reporct, it makes10refer 
ectothe facmtte whkenthatrt int96 thefr 
Committee on Ways and Means was con
sidering the social security amendments, 
they discussed the problems of the rela
tosi ewe oilscrt n ii 
servsicetwand doirected excuivelurthe an 
beranchomkan studytofthiseartcu-iv 

after day. I will admit that many alter-ybac omk tuyo hspriu 
natives were discussed in the committee lar problem and report back to the com
deliberations even though public hear- mittee. Interestingly enough, that re
ings were not held this year as some of port came back to the committee just 
us felt should have been. All alterna- before we took final action and final con
tives were considered, all amendments sideration of this bill.-actually, too late 
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to have the benefits of that study that 
took 5 long years. 

in the meantime we are told that the 
executive branch wants to make a com-
plete study of the civil service retirement 
system before any further action is 
taken by the committee in this area and 
a report is due from them on December 
1, 1965. 

But the committee did recognize that 
there was a gap in the relationship be-
t*een social security and civil service 
that did need immediate action. That 
was the group of Federal employees who 
have less than five years of service. 
Under the present civil service system, 
an employee does not have and is not 
entitled to civil'service benefits during 
the first 5 years nor does his survivor 
in the event of death become entitled to 
any survivorship benefit. Yet, during
those 5 years, he is having withheld 
for retirement, whether he likes it or 
not 6½/percent from his pay. We feel, 
and the committee felt, that these people 
during the first five years should be 
brought under social security automati-
cally in the event they left, resigned or 
retired from the Federal service or died 
within the first 5 years. The funds 
are there., The funds can easily be 
shifted from the civil service retirement 
system to the social security system and 
it would cost the Federal Governmnent no 
extra money. So we would then treat 
Federal employees equal with employees 
in private industry, 

As I said, the committee did discuss 
this proposal and the committee favor-
ably considered it. It would be in the 
bill at this time except that there was a 
technical problem of drafting the lan-
guage of the amendment. We had been 
on the bill for many months and we were 
coming to the conclusion of our deliber-
ation. The technical language of the 
bill had to be drafted and the report had 
to be written. It was feared the addi-
tional time required to draft the tech- 
nical aspects of this amendment might 
delay the bill being brought to the floor. 
So for that reason this provision was 
not included in the bill. I regret this 
action and this decision was not dis-
cussed in detail in the report. But the 
minutes of our executive session, I am 
certain, will show that. I am bringing 
it up here now to make it abundantly 
clear in the RECORD the intention and the 
desire of the committee on this subject. 
I therefore can assure the membership of 
the House that the committee would be 
willing to take action on it in the very 
near future. 

If I have stated the situation incor-
rectly, I would be very happy for any 
member of the Committee on Ways and 
Means to stand up and correct me at 
this time. But that is the impression I 
have and I want the RECORD to show that 
was the action taken by the committee. 
In fact, this afternoon the gentleman
from New York [Mr. KEOGH] and I in-
troduced a bill that would accomplish 
just the objective that I have been dis-
cussing here for the past few minutes. 

We did include in the bill a similar 
provision to bring the substitute school-
teachers of the District of ColumbIa 
school system under social security. Up 
to this time they have been excluded. 

We have heard a great deal about the 
Federal employees who retired after 
1960 not being included In this legisla-
tion. On top of page 23 of the report, 
in the paragraph near the top of the 
page, Members will notice that the only
people excluded from the basic medical 
benefits of this bill are aliens who have 
not resided in the United States for 10 
years, some subversives, and Federal em-
ployees who retired subsequent to July 1, 
1960. That is a grouping which I am 
sure the Federal employees wilr not like, 

We did, however, include the Federal 
employees who retired prior to July 1, 
1960. That was not proposed in the 
original bill. That was included as a 
result of an amendment in the commit-
tee. 

Why did we bring those who retired 
prior to July 1, 1960, under the act? 
When we passed the Health Insurance 
Benefits Act of 1959, which became ef-
fective July 1, 1960, this was after years 
and years of study and deliberation. We 
included in that bill all active Federal 
employees as of that time and those who 
would retire in the future. We did not 
include those who had retired in the 
past, because that would have made the 
cost of the health insurance program 
excessive, 

We did come back with a separate 
action a year later, and in a separate 
bill we brought in those employees re-
tired prior to July 1, 1960. It was a 
great deal more costly, because they 
were people of the average age of 67 
or 68. Obviously the cost of insurance 
was going to be a great deal higher. 
The Federal Government was not going 
to put any more into the program,
basically, than for active employees. In 
fact, the entire insurance program for 
this group of people is inadequate. It 
provides only about $15 a day for hos-
pital benefits and a proportional amount 
for medical benefits. That type of pro-
gram, basic and major, cost the employee
$29 for the family group plan and the 
Federal Government's contribution is 
only $7. Therefore, it cost the former 
employee, who retired prior to July 1, 
1960, approximately $23 a month for 
something that is not adequate. He 
needs help in meeting the cost of his 
present plan as well as- supplemental 
benefits. 

There were about 400,000 retired em-
ployees at that time who were not 
brought under the original act, and only
235,000, or roughly 59 percent, of those 
actually chose to come under the sys-
tem which was provided for them. This 
proved a defect in the program provided 
and therefore we felt that certainly this 
group did deserve some further c6nsid-
eration in this bill (H.R. 6675). 

What were the reasons why the com-
mittee did not include the Federal em-
ployees who retired after July 1, 1960? 
I said a moment ago that we did enact 
a fairly good plan for the Federal em-
ployees in 1959. In fact we gave them a 
choice of 40 plans. The employee had 
an option of 40 plans-major medical 
or basic medical, a service-type plan or 
an indemnity-type Plan. Ninety-five 
percent of the employees did take advan-
tage of that, and, as I understand It, 95 
percent of them actually kept the pro-

gram into the years of retirement. I also 
understand that the vast majority Of 
them came under the high-option plan, 
which did give reasonably full coverage. 
In fact, there were 2.2 million employees 
who came under the system, with 4.5 mul
lion dependents, making a total of 6.7 
million people uder this voluntary health 
and hospitalization system, which made 
it really the biggest health insurance 
system in the world. 

The committee felt, since the Federal 
employee had an adequate plant, which 
was true, that they should not be 
brought under this particular bill and 
this particular program. But what 
about the private industry employees
who had a similar health insurance 
plan? If the voluntary plan for Federal 
employees, being a sound and reasonable 
one, is a reason for exclusion from this 
bill, then do we not actually admit that 
we do not need to blanket the employees 
in private industry who have similar 
systems? This actually proves the point, 
I feel, that many of us have been trying 
to make, namely, we should not have a 
payroll tax or any tax system for those 
who do not actually need health insur
ance benefits. 

No one who has been retired prior to 
the enactment of this bill will have paid 
one quarter into this basic health insur
ance program being provided in this bill 
whether he is a former Federal employee 
or not. Yet the former Federal employee 
is the only one excluded from the bill, 
and to that extent I think it is unfair. 
Yet I have recognized, as have many 
Federal employees, that we do run a 
risk by insisting that we be brought 
under the plan, because we might also 
get trapped into the compulsory payroll 
deductions which will come later on. 

There is another inequity which exists 
or which could exist in this particular 
proposal affecting Federal employees, 
which I believe can easily be corrected. 
Everyone will get the supplemental
health insurance benefits under this bill, 
including Federal employees, whether 
they are under social security or not. 
Everyone can get this supplemental plan 
at a cost of $3 for each individual, which 
will be matehed dollar for dollar by the 
Federal Governmnent, and that will come 
from the general revenues of the.Treas
ury and not the payroll tax. It will be 
matched by the Government as a Fed
eral Government and not an employer. 
It will not be a prepaid insurance plan
where people are paying into it prior to 
the years of retirement and will benefit 
all citizens alike. Here is how the sup
plemental plan could be unfair to the 
Federal employees. 

I mentioned a moment ago that we 
have a reasonably good plan for the Fed
eral employees now which they can take 
into the Years of retirement. It is not 
free, but it is just a reasonable, good, 
sound employer-employee voluntary
health insurance plan. The Govern
ment actually Pays one-half of the mini
mum -basic medical cost for each em-
Ployee, individual or family. In other 
words, the Federal Government will pay 
$2.82 a month for an individual in the 
basic Plan or $6.76 for a family plan. 
As I said a moment ago, also, most em-
Ployees have a supplemental plan or a 
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comprehensive Plan which can run as 
high as $35.51 a month, but the average 
plan and the cost of the average plan 
for most Federal employees runs from 
$23.51 to $23.83 a month. That is the 
family type comprehensive health in-
surance plan to which the Federal Gov-
ermient makes a contribution of $6.76 
or roughly 82 percent. As I say, he could 
carry that program into retirement. 

Now let us look at the Federal employ-
ee's neighbor who might have a similar 
plan during his years of employment, 

The CHAIRMAN. The time of the 
gentleman from Virginia has expired. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield the gentleman 5 addi-
tional minutes. 

Mr. BROYHILL of Virginia. Now, the 
non-Federal employee at the time of re-
tirement will, of course, come under the 
basic payroll tax plan that is contained 
in this bill, and if he retires prior to the 
enactment of the bill, he will have it free 
of charge and also have the supple-
mental plan I have been discussing at a 
cost of $3 per Person. He will probably 
have a private plan which he will be able 
to blend into the medicare plan and into 
the supplemental plan, but if the Federal 
employee takes the supplemental plan-
and it is there for him and it is there for 
his neighbor as well as the Federal emn-
ployee-he may find he will really be 
duplicating the payments for the same 
benefits he has under his voluntary plan.
Or he would have a lot of complications 
in going back to the insurance carrier 
and saying they should recast his heal1th 
plan at the age of 65, which will un-
doubtedly run into some actuarial prob-
lemns, because the cost of health insur- 
ance at the age of 65 is a great deal 
greater than it is prior to that. 

Here is my plan or my suggestion of 
how we might prevent this inequity from 
occurring. I am also introducing a bill 
to try to do this immediately. In fact, it 
is being prepared right now, 

That is to take the Federal employee 
when he reaches the age of 65, and have 
the Federal Government as the Federal 
Government and not as an employer 
make this $3 supplemental contribution 
into the voluntary health plan that the 
Federal employee already has and which 
the Federal Government already has ap-
proved of; just add that to the Govern-
ment's share. This would not cost the 
Federal Goverrnment 1 additional penny. 
Since the Federal employee has his own 
health insurance plan, it would avoid 
the necessity of complicating, or chang-
ing his insurance plan or of the Federal 
employee having two insurance Pro-
grams. 

We already recognize the Federal em-
ployee as being in a different category 
because he is the only individual, it is 
the only group of individuals other than 
some of these subversives and aliens, not 
included in the basic medical provisions 
of the act. So we are not being incon-
sistent to recognize that even further 
and provide a separate way, another way 
for him to get the same benefits under 
the supplemental program. Why should 
we not make the system a little more 
convenient to the Federal employee at 
no extra cost to the Federal Govern-
ment? 

I have a couple more comments about 
the social security provisions of this bill. 
I know that many Members will be asked 
the question as I have already: why 
did we not- increase the benefits by more 
than 7 percent? that the $4 minimum is 
not sufficient, that we must help many 
people who need a great deal more money 
to live on. There has always been a 
great deal of criticism about the .$1,200 
maximum that a person may earn from 
other sources without having his social 
security benefits reduced. We discussed 
that in the committee. In fact, the gen-
tleman from Massachusetts [Mr. BURKE:] 
offered an amendment to increase that 
limitation to $1,500. 

These are good questions that will be 
asked of you by your constituents and 
the committee is mindful of the fact that 
these are not overliberal increases Of 
benefits. But there is a problem of fi-
nancing the cost of these benefits. Every 
increase in benefits has got to be related 
to an increase in the payroll tax. So the 
committee had to weigh the problem of 
increasing the payroll tax, the ability 
of the wage earner to pay the additional 
money, the additional hardship that this 
would impose on the wage earner and the 
possible shock to the economy. 

As has been pointed out here several 
times before we have caused a sub-
stantial increase in payroll taxes in this 
bill for these limited benefits that we 
have provided, including medical care 
benefits. Right now the total payroll tax 
under social security is $348 a year on 
$4,800 of Income. That is for the em-
ployers and employees. But under this 
bill that total payroll tax will go up to 
$739.20 per year on an income of $6,600, 
increasing the percentage of the payroll 
tax up to 11.2 percent of the payroll. 

Are we reaching the limit that we can 
afford to add to the cost of the payroll 
tax? How can we be sure? Some of us 
feel that we may already have reached 
the danger point when this rate does get 
to 11.2 prcent-and it is going to get 
that high-whether we Increase benefits 
later on or whether the cost of this medi-
cal care program goes up or not, 

I will agree that there is going to be 
some increase In the payroll taxes for 
the social security program whether we 
pass the bill before us or not. It is go-
ing to go up in 1968 to $444 per person in 
the total payroll. I think we can 
consider this as a tax increase bill be-
cause it does Increase taxes as well as 
provide benefits. 

It is not an insignificant tax increase 
bill either. In fact the cost of the pres-
ent social security program is not in-
significant. It is not Insignificant even 
though the rate seems rather small, 35/8 
percent of the payroll of each employee 
and employer. But this year of 1965 
that system will bring in $17.2 billion 
in taxes and under the bill, starting next 
year, 1966, with these Increases in this 
bill it will bring in a total of $21.9 billion. 
In other words, a tax increase of $4.7 
billion and by 1972, this is only 7 years 
from now, without any action taken on 
the part of our committee, the total tax 
take under this bill will be $33.2 billion 
a year or $14 billion a year more than 
is being taken in right now. 

The medical costs, of course, or the 

cost of the medicare program. are -in
cluded in these figures I have given you. 
We are adding $1.6 billion to the payroll 
tax next year for medicare, and by 1990. 
without any increase in costs, we will 
have a total intake each year of $9 bil
lion for the cost of medicare. 

Mvr. Chairman, I submit-and this 
has been mentioned before by a couple of 
the previous speakers-that this cost of 
medicare, this $1.6 billion next year and 
which goes up to $9 billion a year mn 
1990, will prevent further liberialization 
of these old-age, survivors, and disabili
ty benefits now and is going to prevent 
more liberal increases in the future. 

Mr. Chairman, this is one of the major 
objections that we have to this plan of 
providing the cost through payroll taxes 
for this mnedicare program. It will place 
a ceiling on the cash benefits or addi
tional cash benefits that the recipients 
of old-age and survivors insurance will 
receive in the future. 

Mr. MILLS. Mr. Chairman, I yield 
10 minutes to the gentleman from Ore
gon [Mr. ULLMAN]. 

(Mr. ULLMAN asked and was given 
permission to revise and extend his re
marks.) 

Mr. ULLMAN. Mr. Chairman, I want 
to take this occasion to commend the 
chairman of our committee, the gentle
man from Arkansas [Mr. MILLS], for the 
dedicated work that he has performed 
with reference to this issue for the past 
many years, and for the masterful man
ner in which he has handled the coin
mittee during the writing of this most 
important piece of legislation.

I aiso would like to pay my respects to 
the gentleman who was in Congress be
fore my time, the late Honorable John 
Dingell, who was the father of the gen
tleman who now occupies the chair, and 
who was one of the pioneers in this field 
and who long ago saw the need for this 
kind of legislation. 

Mr. Chairman, I also want to pay my 
respects to another gentleman, Aime 
Forand, who is not in this House now 
but who was dedicated to'the purposes 
of this bill for many years and who led 
the fight in this House for it. Also, I 
want to commend the gentleman from 
California [Mr. KING] who spoke earlier 
this afternoon for his dedicated efforts 
in behalf of this legislation. 

Mr. Chairman, the program that we 
bring to you today is a uniquely Ameri
can approach to this complicated and 
difficult problem of providing adequate 
medical care for our older citizens. It 
is America's answer to that problem. 
There is not prototype anywhere in the 
world to the kind of program we bring 
you here. 

Mr. Chairman, this program is the as
surance that we, will not have socialized 
medicine in America, because we have 
over the years studied this problem and 
analyzed it and we have had hearing 
after hearing before our commnittee. I 
know of no comparable piece of legisla
tion since I have been in Congress that 
has been studied more and that has re
ceived wider consideration by any coin
mittee than the legislation that we bring 
you here today. 

The package that we have put together 
makes sense. It makes sense from the 
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point of view of the administration; it 
makes sense from the point -of view of 
financing; it makes sense to the older 
citizens of America, and to every citizen 
of America from the point of view of 
a benefit which fills a need, a demon-
strated need in our society,

Let us look at a few specifics. I can 
understand some confusion about this 
legislation because of the expensive 
campaign of opposition to it that has 
been conducted, not just in recent 
months, but over the course of many 
years. Much of this campaign has been 
dedicated to stirring up confusion in the 
minds of American citizens, 

First, why do we single out the hos-
pital benefit portion of the bill to be-fi-
nanced under the social security pro-
gram? Was this just a willy-nilly deci-
sion, or does it have some real substan-
tive basis? 

I want to tell you it does have a real 
basis, and it does make sense, 

What we have done is separate the in-
stitutional benefits in this bill from the 
Physician service-type benefits. There 
is a real distinction between these bene-
fits, and that distinction merits different 
consideration. We have said here that 
the Institutional services that are so im-
portant in health care, basically hospital 
care outpatient diagnostic services;, post-
hospital skilled nursing home care, and 
home health care, are admirably adapted 
to the social security type of financing,
the payroll type of financing that we have 
provided in this bill, 

At the same time we have very rigidly 
kept~out of the "basic" package, which is 
supported by the payroll tax, any bene- 
fits with respect to physicians' services 
because it Is not easy to fit the latter into 
reasonable or precise actuarial estimates. 

We have, however, In this legislation, 
built a voluntary supplemental package
providing for payments for physicians' 
services. This makes sense. And I 
want to pay tribute to the gentleman
from Wisconsin who originally proposed 
the legislation that took this approach 
to the problem. Most of us on the corn-
mittee, and people generally, recognized
that the need of our older citizens will 
not be met until you take into consid-
eration physicians' services as well as in-
stitutional care,.eknse 

What are the wekessof the so-
called ,Byrnes Package which will be pre-
sented. to this committee In the form of 
a motion to recommit? It has very basic 
weaknesses. One of the weaknesses is 
this matter of a needs test. The gen-
tleman said there was no "needs" test, 
but there actually is. May I say this 
problem of a needs test has been the 
greatest stumbling block in this whole 
area of legislation.

it was the problem which was almost 
insurmountable in the Kerr-Mills ap-
proach to the problem, where every State 
imposed a different kind of "means" test, 
so that you wound up with totally un-
even and inadequate care for our older 
citizens. But the Byrnes' package pro-
vides that your individual amount of con-
tribution depends on your status in the 
social security system.

I say this is inadequate and a totally 
unjustifiable form of a "means" test, be-

cause who is to say that because some-
one is receiving a minimum social secu-
rity benefit he has any greater need than 
anyone else? What about the doctor who 
has enough wage earnings in his lifetime 
to establish a minimum social security
contribution? He is going to get the 
maximum amount of benefit under the 
program at the minimum contribution, 

This is only one of the weaknesses in 
the substitute proposal you have before 
you. A second weakness in this proposal 
is that the total governmental cost is 
borne by the general Treasury. 

If you are going to hold down the pro-
gram, hold down this cost, a far better 
way of doing it is to establish an actu-
arially sound social insurance system.
That is what we do in the committee bill 
by establishing a fund, a separate fund, 
an isolated fund, and getting actuarial 
estimates that are accurate. You can-
not afford to do otherwise. Since the 
social security system has been estab-
lished, these actuarial estimates have 
been good and the estimates we have in 
this bill are also based on conservative 
assumptions. The best way to hold 
down a program is to tailor it to finance 
a particular benefit package, knowing all 
the time that when you put in a benefit 
you have to match it with the increased 
payroll deduction, 

Mr. Chairman, on the other hand, 
when you take a program such as you, 
find in the substitute proposal and fi-
nance it from the general Treasury, you
have no such assurance that the cost 
will be limited in any manner, shape, or 
form. All of us know from our legisla-
tive experience that the best way to build 
a program is to put it on an open-ended
basis, financed by the general Treasury.
Then each time you get pressure for in-
creased benefits, that pressure is going to 
build up on the Congress to provide those 
benefits irrespective of the costs. 

The Byrnes' package will put a burden 
on the Treasury of the United States, ac-
cording to the best actuarial estimates, 
of $2.8 billion in the initial year. This 
$2.8 billion increase in general revenues 
is being recommended by the very people
who year after year have come before 
this body and have argued against in-
creasing the ceiling on the public debt. 

The committee bill we have before you 
is more conservative, more soundly fi-
nanced by far, than the substitute pro-
posal that is being presented, 

Then I want to say that there is a 
third basic weakness in this substitute 
motion that is going to come before you. 
The amount of the individual contribu-
tion that the gentleman from Wisconsin 
would impose on our older citizens would 
have the effect of increasing the incen-
tive for them to drop out of the pro-
gram and cause them to fall back on the 
welfare rolls for their benefits in their 
later years. We want to accomplish ex-
actly the opposite. We want to decrease 
their dependency on welfare payments, 
But by putting all of our older citizens 
under a basic hospital benefits program 
and financing it sensibly under a pay-
roll tax. And then putting it along side 
the supplementary program for physi-
clans' services, financed part out of the 
Treasury and party by the individual, 

we are encouraging the maximum parti
cipation of our older citizens. With 
these coordinated programs we would 
rely to a minimum on our welfare pro
gram to carry our older citizens through 
their later years.

Again the "needs" test has been the 
stumbling block. In the committee 
package that we bring before you in 
the first two layers, we have no "needs" 
test whatsoever. It is the great strength 
of this program-you can waste all kinds 
of funds and all kinds of administrative 
effort in trying to administer a "needs" 
test. We do not have that test in the 
basic or supplementary program. In the 
case of the voluntary program, what we 
have said is this-we are going to re
establish for our older citizens the 3
percent floor on medical deductions. We 
are putting all the taxpayers in this 
regard on the same basis. We are elim
inating a complication in our internal 
revenue structure and we are also elim
inating a needs test, thus providing for 
a maximum of efficient operation of this 
total overall program.

Now there has been some talk about 
the long-range cost of the social security 
system. I am not going to go into it at 
any great length because it is a compli
cated picture. But I want to tell you
this, as the Chairman has told you, that 
the social security system is sound and 
that the tables that you have in your re
port have been prepared by the best actu
ary in the business. I urge all of you to 
take the time to look at the study by
Robert Myers, the Social Security Ad
ministration actuary, who Presented to 
us a complete set of actuarial tables that 
are available to you. I hope you will take 
the time to examine them because he is, 
in my opinion, the finest actuary in the 
whole insurance field. Tnime after time 
after time, we had him before our com
mittee with the best actuaries in the 
private insurance field, and I have never 
seen an instance where he has not come 
out on top. 

What we have done in the long range
estimates is to have gone up to a point
in time-1971-and established a wage 
base ceiling of $6,600 and have assumled 
that wage base will not go up any farther. 
When you look ahead and make actu
anial estimates of what the fund is going 
to be in the future, you have several 
variables to work with. One is a wage
base, the maximum amount of taxable 
earnings which is $4,800 today. In this 
bill it will be $5,600 next year and then we 
increase it to $6,600 after 1970. Then we 
assume that it remains at that figure.
Well, if you keep that a fixed figure, then 
you are going to tax rate for the hospital 
program which appears in the committee 
bill. But the sound way to finance a 
social insurance program in the long run 
is to keep that wage base increasing with 
the wage level over the years. I predict
the Congress will do that and by doing 
that you will exactly be able to reduce 
the hospital tax rate that appears in the 
bill. So do not let them make a bugaboo 
about this 10 percent limit or 11 Percent 
limit or any limit because it is going to 
be up to the Congress in the future as to 
how to keep this system balanced. In 
my opinion the fair way of doing it is to 
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spread the cost throughout the wage 
earners of this country on an equitable
basis by keeping the same ratio between 
the wage level and the wage base that we 
have established in this bill now before 
us. I think the Congress will do it in the 
future and by doing it, we Will hold down 
the tax rate that you see in the tax 
schedules in the report. 

I want to speak for just a second about 
the self-employed and the separate fund, 
A lot has been said about the fact that 
this is not a separate fund. It is a sep- 
arate fund and I want to point out one 
very distinct difference in this separate
fund that involves the self-employed.

We are treating the self -employed 
exactly the same way as we are treating
the employee under the hospital insur-
ance program. In other words, the 
amount of the contribution by the self 
employed will be exactly the same as that 
by the employee. All Members know 
that under the social security system, the 
co~ntribtuion paid by the self-employed
is 150 percent of that paid by the em-
ployee. So this is a very important dis-
tinction in the way that these funds will 
operate, and I believe it is an important
principle. 

One of the reasons why we established 
this principle of separation is because 
of the basic differences between this pro-
gram and the social security cash benefit 
program as a whole. 

We have heard a lot of nit picking on 
the part of the opposition. I wish to 
conclude by saying that this is a sound 
program. Ti program has been 
studied by the committec for many 
years. Last year we spent month after 
month after month on it. We have held 
public hearing after public hearing.
There have been independent studies by
Presidential committees for years. There 
is no Proposed legislation that has been 
studied more than this one. 

The formula at which we have arrived 
at is uniquely sound. It is uniquely
American. It is a milestone in legisla-
tion in this area. All of us will find, as 
the years go by, this is going to be con-
sidered landmark legislation, as much 
so as the legislation originally passed
when we established the social security 
system. 

I urge all Members to vote against the 
motion to recommit because it is not' a 
sound proposal, and to vote for the com-
mittee bill, which is sound, which is crea-tie-nhc s nqeyAeian. 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield?

Mr. ULLMAN. I yield to the gentle-
man. 

Mr. MILLS. The gentleman men-
tioned some of the points he believes are 
weaknesses in the suggested substitute. 
I wonder whether the gentleman feels 
that the development of any plan for 
the benefit of our older people must take 
into consideration the feasibility of com-
pliance and the economic situation of 
these people in connection with it. 

What I am thinking about is this: does 
the gentleman find any weakness in the 
proposed motion to recommit, in that 
there is no contribution to be made either 
on a voluntary basis or otherwise by an 
individual until that person is living in 

retirement or on retirement income? Is 
it not more fair to these people to spread
the cost of their hospital benefits, as we 
propose to do in the committee bill, over 
the time when they are working and be-
fore the time when they are in retire-
ment? 

Mr. ULLMAN. This certainly should 
be one of the points of weakness, because 
it. is a basic weakness. What the gentle-
man suggests, and what we do in the bill, 
is much more fair, much more equitable,
and will provide a much stronger pro-
gram for our older citizens than trying 
to finance it all after the citizen gets to 
be 65. 

I am sure, however, that if we wished 
to extend this business of finding weak-
nesses in the motion to recommit of the 
gentleman from Wisconsin, we could 
carry this on for a long time. I believe 
we have pointed out the basic weaknesses 
which exist in the motion to recommnit. 

Mr. JOELSON. Mr. Chairman, it is 
with a sense of being a participant in a 
great event in the social and economic 
history of the United States that I rise 
in support of H.R. 6675. 

It is a humane measure whereby Amer-
icans will be able to show our concern 
for our senior citizens and our respect
for individual dignity. Far from being a 
socialistic measure as its opponents
charge, it will in the best American tradi-
tion provide the machinery to allow mil-
lions of Americans to help themselves, 

It has been said that a civilization is 
to be judged by the way it treats its 
elderly citizens. UP until now, we have 
failed this test but I am thankful that 
at long last we are facing up to our re-
sponsibility. No society can be truly 
great which coldly turns its back on the 
plight of its aging members. 

Not only is H.Rr. 6675 a humane meas-
ure, it is also a Practical one. It will 
furnish a workable plan whereby the 
bills of our senior citizens for hospital
and medical care can be met with self 
respect, 

We must not overlook the fact that this 
measure also attends to the much-needed 
increase in social security-benefits other 
than hospital and medical care. In view 
of the cost of living, those people in re-
tirement have experienced great difficulty
in making ends meet and the bill we are 
considering will be helpful In this re-
spect.

M.CaraIwl aeade esofgaictonllmlfeohvebna 

their lifetime, father than when they get' 
to retirement? 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield at that point?

Mr. BYRNES of Wisconsin. If the 
gentleman will correct this picture, I will 
appreciate it very much. 

Mr. MILLS. I would not want the 
gentleman to think I was referring to 
those in retirement. The gentleman re
members the committee majority part of 
the report clearly says that with respect 
to those people presently retired who 
would receive this benefit there is no 
prepayment.

Mr. BYRNES of Wisconsin. I am glad 
at least that we admit somebody will get
the benefit tomorrow without having
prepaid anything.

Mr. MILLS. I am sure the gentleman
remembers that in the report. We very
honestly admitted that for them there 
Is not prepayment as such. 

Mr. BYRNES of Wisconsin. At least 
in that area You have no-alternative. 

Mr. MILLS. That is right.
Mr. BYRNES of Wisconsin. Because 

you could not by any stretch of the im
agination suggest that anybody who was 
getting a benefit for Which they would 
make no additional payments of any
kind had made a prepayment. However, 
my point here is this: if you will look at 
your table-and you have the table 
there-showing the revenues that will be 
produced by the payroll tax that is 
assessed in each year, and then you show 
the total you anticipate will be paid out 
for those hospital benefits In that year. 
you will find throughout that they are 
pretty much In balance. I will agree that 
there is some slight surplus that exists as 
far as the income to the fund is con
cerned, but that certainly the chairman 
would not contend is a funding. 

Mr. MILLS. Oh, no. 
Mr. BYliNES of Wisconsin. That re

serve, as I understand it, is to take care 
of any contingencies which might occur 
as a result of a miscalculation of what 
the benefits will be or what the revenue 
return will. be from the payroll tax. 
Am I correct? 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield?

Mr. BYRNES of Wisconsin. Yes. 
yield to the chairman. 

Mr. MILLS. I will certainly admit,
just as I would admit about the OASDI 
Trust Funds that they will not, and theyhave not, operate on a funding basis; but 

Mmegrtfcthenal mytCongress which Isn they do operate on a prepayment basis.of 
Mme fte8t ogeswihi
apparently about to write into law one of 
the great social measures of our century.

Mr. BYRN-ES of Wisconsin. Mr. 
Chairman, I yield myself 3 minutes. 

I simply cannot refrain from getting
into this colloquy on the matter of 
whether there is a prepayment by the 
current workers, so that they really will 
have paid for the benefits they will re-
ceive upon retirement. That is the Im-
plication of the statement of the chair-
man of the committee and of the gentle-
man from Oregon. 

Mr. MILLS. No, I disagree with the 
gentleman. 

Mr. BYRiNES of Wisconsin. Is it not 
better to have people start paying during 

There is a difference between prepayment
and funding. 

The CHAIRMAN. The time of the 
gentleman from Wisconsin has again
expired. 

Mr. BYRNES of Wisconsin. I yield
myself 1 additional minute. 

Mr. MILLS. If the gentleman will 
yield further, if we operated the system 
on a funding basis, as my friend from 
Wisconsin knows, we would have to 
maintain several hundred billions of dol
lars in the funds. 

Mr. BYRNES of Wisconsin. I must 
confess, Mr. Chairman, that I get con
siderably confused at some of the mental 
gymnastics going on where now we can 
rationalize that the hospitalization pro

I 
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gram is not under social security and 
it is separate from the OASDI insurance 
.system and now we have the mental 
gymnastics that you prepaid for some-
thing even thought what you are doing
is simply paying a tax which Is used 
in order to pay a benefit to someone else. 
That Is the way the system works. To 
me, if I pay such a tax, I am not prepay-
ing for any benefit that I am going to get
in the future, but I am simply hoping,
because I paid a tax during my lifetime 
for the benefit of today's retired, that 
tomorrow when I am retired those peo-
Ple who are then working and their em-
ployers will pay for the cost of my bene-
fits. But I am not able to rationalize 
as to how that becomes a prepayment.

Mr. Chairman, I yield 10 minutes to 
the gentleman from Ohio [Mr. BETTS],

Mt. BE'rrS. Mr. Chairman, through-
out this debate speakers on both sides 
have ably presented arguments for and 
against the bill now before us. While I 
want to voice briefly some of my own 
thoughts on the issue, I would first like 
to Pay tribute to two friends of mine,

These two men, Amy Forand and CECIL 
KING, with whom I have served on the 
Ways and Means Committee, have made 
a great contribution to the welfare of 
persons over 65. Although I disagree
with the program they have advanced,
they have alerted the country to the need 
for health care for the aged. As aresult 
of their persistence, there has been ac-
tion in many areas. Insurance com-
panies have brought forth new plans.
States have legislated to permit State 
65 programs. Medical associations and 
hospitals have concentrated attention in 
the area. In Congress we have acted 
with new programs such as Kerr-Mills. 
As a result, the protection of persons over 
65 against the financial drain of sickness 
has expanded fantastically. If no more 
legislation were ever passed in this field,
this age group is in a much-improved
position mainly because of these two 
men, and I think a word of commenda-
tion is due them regardless of our posi-
tions on this bill, 

I also want to pay my compliments to 
my colleague from Ohio [Mr. Bow]. A 
long time ago he saw the need of explor-
Ing the possibility of medical care with a 
different method of financing. He de-
serves much credit for keeping alive the 
idea of finding an alternative to the pay-
roll tax approach, an effort which has 
finally resulted in the Byrnes bill, 

in a measure consisting of 300 pages,
naturally there are parts which are ac-
ceptable and some that are objectionable,
it is for that reason that I object to so-
called omnibus bills. This is true not 

Probably the most outstanding ex-
ample in this bill of a provision which 
has always had my support is the pro-
posed increase in social security benefits 
to bring them In line with the cost of 
living. Last year I voted for such in-
creases in a bill which unfortunately 
never became law. Benefits were there-
by delayed for at least a year to persons
who were justly entitled to them. I 
would support a bill now which dealt only
with this subject. As a matter of fact,
I will support it now in the motion to re-
commit which will be offered together
with the Byrnes bill as a substitute for 
the compulsory payroll tax approach in 
part A. 

Many objections have been raised to 
this part of the bill which is the hospital
benefits provision. Among them is that 
it is compulsory, and therefore incom-
patible with the traditional free enter-
prise concept of the American economy.
Another, is that it benefits the rich as well 
as the poor-a feature which burdens 
its administration and removes it from 
the classification of a welfare measure. 
Americans have always taken care of the 
needy but a Government program to-
care for millionaires is illogical to say
the least. Also impressive is the argu-
ment that the payroll tax method is 
retrogressive and that It creates situa-
tions where persons receive help who 
have not contributed to the program and 
where many contribute who will not be 
benefited. 

In the Washington Post of February 11,
1965, Columnist John Chamberlain com-
mented on this as follows: 

The principle of regressive taxation that Is 
embodied in the administration's current 
medicare proposal is an affront to every young
couple in the lower middle income brackets. 
Why, In terms of their incomes, should theybe called upon to pay a wildly disproportion-ate share of the cost of taking care of the 
old? Do we start the Great Society by grab-
bing the same amount of medical insurance 
money from the $5,600-a-year kids that we 
take from people named Harriman, Kennedy, 
or Rockefeller? Why not be decent about it 
and pay for medicare out of the general tax 
l1I~~ 

But the one objection which has 
seemed overriding is the increasing bur-
den on the payroll tax. In 1987 this will 
rise to 11.2 percent on a base of $6,600.
The Republican members of the Ways
and Means Committee have stressed 
their concern about this in their separate
views in the committee report. We say
there: 

We believe that the reliance on a payroll 
tax to finance a hospitalization program
jeopardizes the cash benefit program under 
the social security system by imposing upon 

the benefits, for which the tax is levied, are' 
wage related. The financing of a hospital
service benefit by a payroll tax represents a 
basic deatr rm that principle.

1 simply state that I concur in these 
objections. They are measons for oppos
ing this bill. And, to further substan
tiate this position, I would point out 
that on at least two occasions, in 1962 
and 1964, after weeks of exhaustive and 
painstaking consideration, the Ways and 
Means Committee rejected the concept
of health and hospital care through pay
roll financing. These objections should 
not be obscured by the fact that politi
cally attractive amendments now have 
been added and that the bill is labeled 
"Social Security Amendments of 1965." 
The plain fact is that the hospital in
surance program in this bill, at an 
estimated initial cost of $2.6 billion 
annually, is basically the same proposal
which the Ways and Means Committee 
has repeatedly rejected and it is my pur'
pose to maintain the same position
which the great committee of which I 
am a member has consistently main
tained until now. 

Aside from the merits or objections to 
the bill, many think of its passage in 
political overtones. For example, the 
Johnson election has been interpreted as 
a "mandate", to pass the Health and 
Hospital Programs. I think this ~vas 
effectively answered by an editorial in 
the Toledo, Ohio, Times of November 
19, 1964, which said in part:

It wouldi be a great mistake if President 
Johnson interprets his landslide victory as. 
in part, a mandate to resurrect the by now 
discredited medicaxe scheme. There were 
many reasons for his lopsided election, but 
as far as we have been able to determine 
medicare was never one of the issues and, 
for that matter, was scarcely mentioned byeither candidate. One would think thatmedicare as a political issue or a social 
panacea had been effectively disposed of by
the three congressional sessions in a row 
which refused to enact it. 

As a matter of fact, the mail coming
to my office on this subject is overwhelm
igyaantmdcr-h aeb 
which the payroll tax plan is known to 
the public. It is interesting to note that 
much of the mail is from older folks, the 
very people whom proponents of the bill 
seek to help. Most of the mail is from 
individuals, but groups are also repre
sented. For example, the Eighth District 
of Ohio is predominantly rural and one 
of the most important farm organiza-.
tions, The Farm Bureau, has always been 
against this type of financing health 
insurance. 

In my opinion, if Congress had been 
left alone to work its way in the normal 
course of events, this bill would never behere today. But obviously the pressure
of the administration and the political
realinement of the Ways and Means 
Committee have brought this about. 
Until now this committee has been a 
bulwark which millions of people have 
rle nt tmtetd gis prs
sive increases of payroll taxes. Now that
is ove and most of ycnttet rfIySontiuetsar
fearful of the future. They understand, 
more than many politicians realize, that 
along with talk of reducing income taxes, 

plaint can be directed to foreign aid bills, 
agriculture bills, and tax bills, to men-
tion only a few. With only one single 
vote, the Member must accept proposals
with which he disagrees in order to ex-
press his approval of provisions in which 
he is in agreement. Conversely, if he 
votes no to voice his objection to certain 

potosof the bill, he is forced to re-portonsThe
ject those provisions which he favors,
This situation is especially true in this 
measure. 

withHR.667, sae crn-that system a liability to finance undeteronlywihHR665buthsaecm bt th 
mined future service benefits. The magni-
tude of that liability should cause concern to 
anyone dedicated to the preservation of social 
security cash benefits. 

A payroll tax is one of the most unfair and 
regressive taxes In our entire tax system.
It applies to the first dollar of earnings, 
There are no exemptions, no deduction, no 
eculn n otxceis ocnies 
tion is given to the taxpayer's ability to pay.president of a large corporation paysthe same tax as his worker. The justifies-
tion for this type of tax rests upon the basic 
premise of the social security system that 

No. 62-6 
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the bite grows bigger and bigger out of 
payrolls, 

What will be the amendments to this 
bill in 2 years--or 6 years af ter it 
becomes law? Anyone who has followed 
Federal legislation knows the answer. 
There will be amendments expanding the 
law. And how will it be expanded?
There is only one way I see, and that is 
by extending the payroll tax provisions 
to include both hospital and medical 
care, and thus the whole program corn-
pulsory. That was the original inten-
tion, and commonsense would conclude 
it Is the end purpose,

Mr. GROSS. Mr. Chairman, will the 
gentleman yield? 

Mr. BETrTS. Yes, I yield to the gen-
tleman from Iowa. 

Mr. GROSS. Would the gentleman
like an audience to hear him, instead of 
the few Members who are now present?

Mr. BETTS. I am practically com-
pleted. I would like to have just 1 fur-
ther minute and I shall be finished. I 
do not wish to take advantage of some 
of the other Members who have not had 
audiences, 

Mr. CURTIS. Mr. Chairman, will the 
gentleman yield?

Mr. BETTS. I yield to the gentleman
from Missouri. 

Mr. CURTIS. I would like to advise 
the gentleman from Iowa that the audi-
ence we have here Is the usual atten-
dance throughout the day. I tried to 
point out during debate that It Is obvious 
this is a farce. The decision has been 
made and whatever the Chairman of the 
Committee might say and the gentleman
from Ohio who is making a very fine 
statement might have to say, or any of 
us, will make little difference. 

This is not a deliberative body on this 
important issue. 

Mr. GROSS. Mr. Chairman, will the 
gentleman yield? 

Mr. BElTS. I yield to the gentleman
from Iowa. 

Mr. GROSS. Does the gentleman have 
any estimate of how many there are on 
the House floor at this time? 

Mr. BElTS. I would not care to make 
an estimate. I am not a good counter. 
I think the gentleman, who has been 
here a long time, is much better at that, 

Mr. GROSS. Would the gentleman 
say 40 or 50, perhaps?

Mr. BElTS. I think so. 
Mr. GROSS. Will the gentleman yield 

to me for a question or two when he 
completes his statement? 

Mr. BElTS. Yes, 
Mr. Chairman, I want to conclude my

remarks by saying that I have great
cocrand I call attention to the plight 

of the small businessman. I have never 
been at a hearing of this committee or 
any other committee, or even on the floor 
of the House, but what it seems the 
pighofnhe malbuiesmnismn 

tne.24,
As a matter of equal concern, I want 

to call attention to the plight of the 

I, for one, do not want to be a party roads at the same time. If we fail to limit 
to their economic extinction, the growth of Federal expenditures, we will 

These, then, are some of the reasons be leaving the tax reduction road. Even a 
why I cannot suport this bill. Each c-yea do bayk maentexreeyt.fetou 
Member, of course, must himself weighcutogebaknit
the good against the bad in it. I only
hope that before he casts his vote, he 
will give serious thought to the possible 
consequences of this legislation-the
damage it could do to our social security 
system, our national economy, and to 
that basic right of every American-in-
dividual freedom. 

Mr. GROSS. Mr. Chairman, will the 
gentleman yield? 

Mr. BETTS. I yield to the gentleman
from Iowa. 

Mr. GROSS. Can the gentleman give 
us any idea of what this bill will cost? 

Mr. BEn'S. The report of the com-
mittee fixes it at about $6 billion, 

Mr. GROSS. Six billion dollars? 
Mr. BElTS. That includes all four 

parts of the bill that the Chairman men-
tioned this morning, 

Mr. GROSS. I thought it was $5.5 
billion, but the gentleman says it is $6 
billion? 

Mr.. BElTS. I am quoting the corn-
mittee's report.

Mr. MILLS. That is approximately 
correct for the first full year. That is 
$4.2 billion out of trust funds, $1.4 billion 
from general funds, and about $500 to 
$600 million in contributions from indi-
viduals for the voluntary supplemental 
insurance, 

Mr. BETTS. That includes the social 
security amendments? 

Mr. MILLS. Yes, everything; 
Mr. BETTS. In addition to hospital

and medical care. 
Mr. MILLS. And cash benefits, 
Mr. BETTS. And cash benefits; also 

the increases. 
Mr. GROSS. Is all this coming from 

taxes? 
Mr. BElTS. About $2.6 billion or $2.8 

billion comes from a payroll tax. 
Mr. MILLS. Would the gentleman

yield? 
Mr. BETI'S. I yield to the gentleman

from Arkansas. 
Mr. MILLS. About $4.25 billion would 

come from the payroll tax supported 
trust fund, and $1,366 billion would come 
from the General Fund of the Trasr 
under the committee proposal. The rest 
comes from persons enrolling in the sup-
plemental plan, 

Mr. GROSS. It would all have to 
come out of the pockets of the tax-
payers? 

Mr. BETTS. It has to be met by a 
payroll or income tax and from sub-
scribers to the voluntary supplemental 
plan.mak.

Mr. GROSS. Will the gentleman yield
for me to read a brief statement? 

Mr. BElTS. Yes. . 

Mr. GROSS. Going back to February
1964, dealing with the implications Of 

the Revenue Act of 1964, and the fiscal 
policy of the United States, a Member of 

Does the gentleman recognize the 
author of that statement? 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield so that I can plead
guilty as the author of that statement? 

Mr. BETTS. I will be glad to yield to 
my chairman. 

Mr. MILLS. I said that, and we are 
still trying to follow that in the corn
mittee bill. That is why I had to oppose
the substitute coming from the gentle
man's side, and I hope the gentleman
joins me in doing it. 

Mr. GROSS. Any time a bill costs $6 
billion, we are not exactly following the 
road to tax reduction and economy.
Would the gentleman agree with that? 

Mr. BETTS. I would agree that any

Federal program costs money and some

body has to pay for it. This represents

an increase in taxes.


Mr. GROSS. This is not the road to 
economy, is it? 

Mr. BEI IS. I do not think you can 
call it the road to economy, no. 

Mr. GROSS. Last year, Congress re
duced taxes by $11.5 billion, and now it 
proposes to turn around and increase 
taxes by $6 billion. 

Mr. MILLS. The gentleman from 
Iowa, the great student of legislation that 
he is, is aware of -thefact that this bill 
includes the expenditure of approximate
ly $6 billion but provides for an increase 
in taxes to offset this $4 billion and more 
we are spending out of the trust fund. 

The gentleman is not accusing me of 
being for tax reduction one year and rais
ing taxes in another year.

Mr. GROSS. The revenue has to 
come from somewhere. I do not,' know 
how else I could figure the gentleman's
position today as compared with his posi
tion in cutting taxes last year.

Can the gentleman give me any idea 
as to how many people will be put on the 
payroll to administer this program?

Mr. MILLS. I am not certain wheth
er it will be inr a 12- or 24-mon-th period,
but undoubtedly in assuming the initial 
responsibilities which are imposed upon
the Social Security Administration under 
the bill, as I recall there would have to be 
somewhere in the neighborhood of 2,500 
to 3,000 additional employees for the 
basic plan and about the same number 
for the supplemental plan scattered 
throughout the United States to carry 
out this. program.

(Mr. BETITS asked and was given per
mission to revise and extend his re-

Man, IAVE from Dhar.recetlyrecivdanlete 
Frank Greentof recshvidalettendr arogen
rankpractitioneR. svlendagn 

The questions he raises are worthy of 
Members' consideration. 

The letter referred to is as follows: 

RusHVILLE, IND., 
Aprilssm2,AP1965.EY 

Capitol Hill, Washington, D.C.
DEAa CONGRESSMAN HARVEY: There are

several conditions which will be created with 
the passage of H.R. 6675 that I would like to 
bring to your attention. 

small businessman. How can he con-thHosofRpentivmaehs 
tinue to meet the employer's share of in- statement: 
creasing social security taxes? It is aCogesaRLPHAE, 
situation which is spelling doom to mn In enacting this revenue bill ** we aremaychooeing tax reduction as the road toward aof these great figures In our economy, larger, more prosperous economy and we are
They have been fighters in the front- rejecting the road of expenditure increasee. 
lines for our free enterprise system and We do not intend to try to go along both 
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1. How and in what manner of precedence Mr. MILLS. Between 2,500 and 2;700

will available beds be assigned to thoee in additional, I think. 
need of hospital care? Mr. GROSS. Of course, they would 

2. Once an unoccupied bed in the hospitalnoalbeoctdnMinaoi.C 
Is assigned, in the approved way, who willnoalbelctdiMinaoi.C 

on this evening in order to get the T. & 
T. Club, the out-on-Thursday, back-on-
Tuesday Club on the road this week? 

MrMIL.tIsotfrhapuoe
MrMIL.tIsotfrhtpuoe 

at all that we are here this evening. I 
want to get the gentleman straight on 
that. We are simply trying to give as 
many Members as possible an opportu
nity to speak today.

Mr. GROSS. I might say to the gen
tleman that there might be something
going on this evening-I do not know. 
Perhaps there is a repeat performance 
at the'Ebony Table. 

Mr. MILLS. I am not certain of any
thing going on this afternoon. I have 
not been invited. Now if there is, I wish 

Mr. Chaireman, Iwyld 10isminte. t 
MrChianIyil 0 iutso 

the gentleman from Massachusetts [Mr.
BURKE).

(Mr. BURKE asked and was given
permission to revise and extend his 
remarks.)

Mr. BURKE. Mr. Chairman, I take 
particular pleasure in supporting the 
provision of H.R. 6675 under which 
benefits will be paid to children age 18 
to 22 who are in full-time school attend
ance. This is an especially fine and for
ward-looking provision. It will extend 
the survivorship protection of the social 

program and enhance the edu

cational opportunities we offer our young 
people.

A child who has lost parental support
thrugh the retirement, disability or 
death of his mother or father is con
sidered dependent under the present so
cial security program if he is under 

age 18 or if he has a disability which

began before he reached age 18. I

strongly concur in the committee's view

that a child who Is in full-time school

attendance after reaching age 18 Is simi

larly dependent. It is simply not realis

titdytotpacil'beftsnhs
18cusIwudnothc bithdaytospan telhimd' thatnefitsonowi 
8hbrdaantelimhthesno 

presumed to be able to go to work and 
to support himself. While some chil
dren can and do become economically
Independent by the time they are 18, 
most children cannot be financially in
dependent at 18 because they have not 

ihshoadte utlo 
ihshoadte utlo 

for a living to an economy that has little 
use for the untrained, unskilled, and 
uneducated worker. It is time we rec
ognize that this is the situation, that this 
situation will continue, and that a child 
who has reached age 18 and is still con
tinuing his education is as dependent on 
social security benefits to replace lost 
parental support as he was when he was 
younger.

Under the bill about 295,000 children 
age 18 to 22 would get benefits this Sep
tember, when the school year begins. 
In a full year these benefits will add up 
to $195 million. Many of these young
sters would not be able to continue their 
education without the benefits this bill 
will provide. It will mean a great deal 
to them and to their parents, so many of 
whom have written to us asking that the 
benefits be continued. 

THE ECONOMIC IMPACT OF H.R. 6675 
When we consider social security we 

'tend to focus on its effect on people as 
'individuals-the needs of the Individ
'ual retired worker, disabled worker, 

have the responsibility of dismissal? 
At the present time, the average stay in 

our Rush County Hospital Is 71 days. under 
bill H.R. 6675, what is to prevent this oc-
cupancy in the hospital from going up x 
number of days to the limit of 60 days as 
provided in H.R. 6675?a 

It is now a fact that by only using beds thea 
minimum number of days we are still unable 
to accommodate our paying needy sick. 
What will happen when they have it guar-
anteed by Government finance? 

Who will have to say that the bed should 
be vacated when not really needed? Who 

tinuing this news story, we are told that 
there will be a 20-percent increase In 
the social security payroll. What is the 
reason, and is that under the committee 
bill if enacted? 

Mr. MILLS. It would not amount to 
20-percent increase. There are over 

25,000 employees already.
Mr. GROSS. As of last February

there were 34,783 persons on the payroll
of the social security setup.

Mr. MILLS. I think that Is right,
Mr. GROSS. A 20-percent increase 

go home, short of the full utilization as 
guaranteed by law?MrMIL.IIsm 

There cannot be a nonmedical committee 
In control of dismissals for here may be a 
very touchy area. There is no hospital cor-
mittee of doctors, or hospital personnel, or 
management able to do this jIob. Only a 
physician who knows the patient's condi-
tion and who is willing to assume this re
sponsibility is really able to say when a 
patient may be sent home against their 
wishes, 

But reprisal or fear of reprisal Is a* rea-
son why the committee idea of usage of beds 
cannot be depended upon. Dismissal of any
patient who wants to stay might lead to a 
suit against the physician or hospital for 
abandonment or neglect.

In my opinion there is here an upset of 
reasonable humane and orderly procedures
that will be bad for all concerned. It could 
destroy the present fine patient-doctor rela-
tionship.

To disrupt this fine doctor-patient rela-
tionship or use it to ball out a bad arrange-
ment would be imprudent when.it could be
avoided or controlled before the contract for 
service is entered into and guaranteed by
national law, 

A contract for service between a patient
and a hospital and physician should arrange 
for the control of overstaying the time 

will say this or that patient must get up andwoladabu7,0.tegnemnolddvsm.
Mr.l MILLS.oIt Is7 y ndrsann 

unesadn 
It will not amount to that Increase, 

Mr. GROSS. I wonder where the 
newsmen get this Information. 

Mr. MILLS. I would like to know 
sometime where all the information that 
is written Is produced. 

,I raised the Question in the committee 
with the Social Security Administration 
as to what employees would be involved 
if we Proceeded as we did. Under the 
committee bill, in reposing responsibility 
on the Social Security Administration, 
he told me it would be a maximum of 
arud270epoesfrtebscsecurity 
aon ,0 mlye o h ai 
program. 

Now had we gone the other way,
I would call to my friend's atten-
tion, and set up an entirely dif-
ferent agency to administer it, It prob-
ably would have taken 2,500 to 3,000 em-
poes 
poes

Mr. GROSS. I hope the gentleman
has the right estimate of the increased 
number of employees,

Mr. MILLS. If the gentleman will 
yield, I do believe I may be uninten-
tionally misleading the gentleman and, 

Overuse of a bed by a patient beyond the 
time needed for necessary care should place
this excessive coet on the patient. Xhis 
would then give bargaining power to the 
Institution to control and better use avail-
able bed space for others who need hoe-
pitalization.

Any body politic when attempting to do
good must surely be aware of the obvious 
rebound from joy to resentment when the 
offered becomes impossible only because of 
ill-layed plans.

Sincerely, 
FRANK H. GREEN, M.D. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield 5 minutes to the gen-
tleman from Iowa [Mr. GROSS]. 

(Mr. GROSS asked and was given per-
mission to revise and extend his re-
marks, and the remarks he previously

mae)Pretty 
Mr. GROSS. Mr. Chairman, I have 

in my hand a newspaper clipping date-
lined Washington, D.C., which says, 
speaking of the proposed erection of a 
social security building In Minneapolis, 
Minn., that it will cost $722,400. Ap-
parently preparations are already being
made for this bill, 

Mr. MILLS. This group of employees 
would not all be located in Minnesota or 
Washington. They would be In the gen-
tleman's* State of Iowa as well,. 

Mr. GROSS. That leads me to ask 
how many employees will be added as a 
result of this bill? 

needed for the necessary cae of the patient.ofcusIwudntdthtfray 
ota o n-

thing.
Mr. GROSS. I yield to the gentleman,
Mr. MILLS. Let me get the facts 

straight. This may be nearer what the 
gentleman is talking about. With re-
spect to the basic plan, anywhere be-
tween 2,500 to 3.000 employees would
b edd hti htIwstligfnse
b edd hti htIwstligfnse
about. I was overlooking the fact that 
there would be an additional adminis-
trative problem with respect to this pro-
gram that we wrote in, taken from the 
idea of "voluntary" of our colleague, the 
gentleman from Wisconsin rMr. BYaRNxs].
There would be additional employees 
involved in that and they might run any-
where from 2,500 to 3,000.

Mr. GROSS. So that would bring it 
close to a 7,000 increase? 

Mr. MILLS. It would not bring It up
to quite 7,000-no. 

Mr. GROSS. Well, it would not be very 
far from that, I will say to the gentle-
man, 

Mr. MILLS. The point is this-if I 
can get the gentleman to see my point-
by using the Social Security Administra-
tion, undoubtedly, we bring about the 
creation of fewer jobs than if we gave 
It to an entirely different and newly 
established bureaucracy. 

Mr. GROSS. I have one other ques-
tion since the gentleman Is on his feet. 
How much longer do you anticipate going 
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widow, and orphan-and this is as it 
should be. For the social security pro-
gram is first and foremQst a program 
that affects almost every American fam-
ily in a very personal way and under 
changed circumstances-when the work-
er retires because of age or disability or 
when the family loses him in death. 

But there is another side to social 
security. In providing ~an assured and 
regular income currently to 20 milllon 
of the most economically vulnerable peo-
pie in the Nation, It provides a steady 
source of consumer demand that helps 
prevent deflation. Let us consider the 
bill before us today from this standpoint, 

The provisions of the bill affecting cash 
benefit, payments will become effective 
this year; the across-the-board benefit 
increase and benefits for children in 
school up to age 22 will be effective from 
the start of the year, and most of the 
other changes will be effective in the sec-
ond month after enactment. It is esti-
mated that these changes will increase 
benefit disbursements under the program 
by $1.5 billion over the amount that 
would be paid out in 1965 under present 
law. In 1966, when all of the provisions 
of the bill affecting the cash benefits will 
be In operation for the full year, an esti-
mated $2.1 billion will be paid out in 
benefits over the amount that would be 
paid out under present law. In addition, 
an estimated $1 billion will be paid out 
under the basic hospital insurance plan, 
and $200 to $300 million under the vol-
untary supplementary health insurance 
plan, In the last 6 months of 1966. In 
1967, the first full year in which all of 
these benefit provisions will be in effect 
for a full year, an estimated $2.4 billion 
will be paid out in benefits under the 
cash benefits program over the amount 
that 'would be paid out under present 
law, an estimated $2.2 billion will be 
paid out under the new hospital insur-. 
ance program, and $700 million to $1.2 
billion will be paid out under the volun-
tary supplementary health insurance 
plan. All of these funds will be paid 
either for health care services or as in-
come to beneficiaries, who, for the most 
part, will use it to meet their day-to-day 
living expenses. Thus the bill will not 
only increase the effect of the social secu-
rity program as a source of assured pur-
chasing over the long run, but will pro-
vide an immediate boost in consumer 
Purchasing Power to stimulate the econ-
omy in the next several years. 

This economic stimulus will, of course, 
be offset to some extent by the addi-
tional social security taxes that will be 
collected under the bill. However, this 
counterbalancing effect is limited by two 
factors. First, the new social security 
tax rate schedules in the bill have been 
designed to avoid the excessive build-up 
of trust fund assets that would take place 
in the next several years under present 
law by providing for a more gradual 
attainment of the full rates needed to 
support the program over the long-range 
future. 

In 1965 the amount paid in cash ben-
eflts will increase by an estimated $1.5 
billion without any increase in social se-
curitY tax payments over the amount 
that would be paid under present law. 

In 1986 the estimated increase in bene-
fit Payments over the amount estimated 
under present law, including the bene-
fits paid under the new hospital insur-
ance program, will be about $3.1 billion, 
while the additional amount collected in 
social security taxes is estimated to be 
about $2.2 billion. In 1967 the increase 
in benefit payments is estimateed to be 
about $4.6 billion over the amount ex-
pected under present law, while the addi-
tional amount to be collected in social 
security taxes is estimated to be about 
$3.7 billion. 

The other factor limiting the effect of 
the higher social security taxes in coun-
terbalancing the economic stimulus of 
the increase in benefits is the fact that 
while the beneficiaries who would receive 
the additional income generally must use 
all of their disposable income to Meet 
their day-to-day living expenses, the 
workers and employers who would pay 
the additional taxes use only part of 
their disposable income 'for immediate 
consumption. As a result, even that part 
of the additional benefits paid out under 
the bill that is offset by higher social se-
curity taxes will tend to increase con-
sumer demand. 

While our main concern in enacting 
this bill then, is the welfare of the Mil-
lions of American families who look to 
the social security program for protection 
against dependency and want when the 
worker's earnings are cut off by retire-
ment, disability, or death, a side effect 
of its enaictment will be to strengthen 
the American economy. The bill will not 
only add to the social security program's 
long-range effect of providing a regular 
flow of consumer demand among the 
aged, the disabled, the widowed, and 
orphaned of the Nation, but will also pro-
vide an immediate stimulus to the econi-
omy that wiil help us sustain our eco-
nomic growth in the next several years. 

It is important to stress these facts, 
because this is not an entire drain on 
the Treasury of the United States. This 
money Is going into the economy. The 
Governmient will reach back and get 
part of the money and keep the money 
in circulation, which will keep our econ-
omy going, while taking care of the needs 
of our aged. 

Mr. MILLLS. Mr. Chairman, I yield 
such time as he may require to the dis-~ 
tinguished gentleman from Ohio [Mr. 
SECRESTI. 

Mr. SECREST. Mr. Chairman, I be-
lieve this bill, H.R. 6675, which has re-
placed the old so-called medicare bill, 
is one of the greatest pieces of legislation 
to come before the Congress in this cen-
tury. 

I am confident that this bill, designed 
to benefit millions of our citizens 65 years 
of age and over, will also benefit doctors, 
hospitals, and insurance companies. In 
my opinion, this bill will greatly accel-
erate the sale of additional hospital and 
medical insurance just as record sales 
of retirement insurance followed enact-
ment of the original social security law. 

I was in Congress and supported the 
original social security legislation in 
1935. I supported and voted in 1950 for 
the proposal to place independent busi-
nessmen under social security. I was a 

leader in the fight in 1954 to get farmers 
the same benefits under social security 
that had for years been enjoyed by fac
tory workers and others. 

With such a longtime interest in this

legislation, I am anxious that Congress

do nothing that will endanger the sound

ness of the social security system. I

want to be sure tha-t a young man 20

years of age today will find the system

as solid as the Rack of Gibraltar when

he is ready to retire many years from

now.


The Ways and Means Committee made 
a wonderful decision when it let the 
regular social security system alone and 
set up a separate tax and trust fund for 
the hospital insurance provided under 
this bill. Hospital insurance stands on 
its own two feet wholly apart from the 
regular retirement provisions of the 
long-existing Social Security Act. This 
is the way it should be. Neither pro
gram can weaken the other. Both will 
be sound and dependable. 

Under this bill, a new title is added 
to the Social Security Act providing for 
basic hospital care to be financed by a 
comparatively moderate contribution by 
employers and employees. For persons 
65 and above, 60 days of inpatient serv
ices will be provided for each spell of 
illness. The patient pays the first $40 
of his hospital bill. 

In addition to the regular hospital 
service, drugs' and biologicals will be 
provided. Under this title Of the bill. 
private duty nurses and the first 3 pints 
of blood are not furnished. For each 
spell of illness, from 20 to 100 days of 
posthospital care in a nonhospital facil
ity will be provided. 

Outpatient hospital diagnostic serv
ices will be provided for a 20-day period. 
The patient will pay $20 for each diag
nostic study -and the remainder will be 
paid under the basic hospital plan. 
After the patient returns home, the basic 
plan will pay for 100 visits to provide 
him posthospital care, hom'e health 
services, including Intermittent nursing 
care, therapy, and part-time services of 
a home health aid. This will include 
speech therapy for those whose illness 
results in impairment of speech. The 
cost of services under the basic hospital 
plan for people not under social se
curity will be financed from general 
revenues. 

In addition to hospital care, the bill 
establishes a voluntary supplemental 
plan to provide payment to physicians 
for services rendered in the hospital, 
the offce, or the home. Such payments 
will include diagnostic X-ray and lab
oratory tests, electrocardiograms, basal 
metabolism readings, and X-ray, radium, 
and radioactive isotope therapy. Pre
scriptions are not covered but drugs fur
nished by the doctor are provided. 

When used In the Patient's home, this 
section of the bill will pay rental for iron 
lungs, oxygen tents, hospital beds, and 
wheelchairs. It will also provide for 
artificial legs, arms, eyes, and so forth. 
Under this plan, 80 percent of medical 
costs will be paid for each calendar year 
after payment by the patient of the first 
$50 of his total yearly medical bills. The 
cost of this voluntary supplemental plan 
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will be $3 per month for each individual 
who enrolls. For those under social se-
curity or railroad retirement, this 
amount will be deducted from his regu-
lar check. A person 65 or over will be 
able to deduct all medical and hospital 
expenses in excess of 3 percent of his 
gross income. This will result in limited 
recovery of the Government's premium 
contributions, 

The bill provides for a 7-percent in-
crease in all social security payments,
and in every case will be sufficient to pay 
the individual's cost for his insurance. 
The Federal Government, from the gen-
eral treasury, will pay an additional $3 
Premium on each person who signs up 
for the insurance. it is expected that 
insurance under this voluntary plan will 
be furnished by Blue Cross and private 
insurance companies. Persons not coy-
ered by social security could make peri-
odic payments of their half of the pre- 
mium. The whole package is somewhat 
similar to that now provided by law for 
employees of the Federal Government. 

In addition to furnishing hospital care 
and providing substantial payment to-
ward medical bills, this legislation con-
tains many other excellent features. 

For Instance, under the Kerr-Mills Act, 
expanded medical assistance is provided 
for aged persons who are indigent and 
help Is extended to needy dependent chil-
dren, blind persons, and totally and per- 
manently disabled persons who qualify 
for assistance under the Act. 

Each indigent old person will be judged 
by his own resources. The income of his 
children will no longer bar him from 
benefits. Ohio is not now under the 
Kerr-Mills Act, but each State is given 
until June 30, 1967 to qualify for this 
vastly expanded program which includes 
in-patient hospital services, out-patient
hospital services, laboratory and X-ray 
services, skilled nursing home services, 
and physicians services either in a phy-
sician's office, the patient's home, or a 
skilled nursing home. 

The whole Kerr-Mills program is vast-
ly expanded by increasing the Federal 
Government's contribution, by some $200 
million each year. The biil also expands 
the program for maternal and child 
health, crippled children and health care 
for needy children. It also includes 
grants for mental retardation planning. 

IIn this bill many excellent amend-
ments are made to the existing Social 
Security Act. In addition to the 7-per-
cent increase in social security payments, 
the maximum family benefits under so-
cial security will be gradually raised from 
the present $254 limit to $368 effective in 
1971. 

Under present law, payment for chil-
dren's insurance ceases at age 18. This 
bill raises the age to 22 providing the 
child is attending public or accredited 
schools, including a vocational school or 
a college, as a full-time student. The 
new age limit of 22 also applies to chil-
dren of deceased retired or disabled 
workers. It is estimated that 295,000 
children will benefit under this provision 
in 1965. 

Another amendment will permit wid-
ows to receive retirement benefits at age
60 at slightly reduced rates. It is esti-

mated that 185,000 widows will take ad-
vantage of this provision In 1966. 

Another excellent amendment applies 
to the disability program. Under pres-
ent law, a worker cannot retire unless his 
disability is expected to result in death or 
to be of long, continued and indefinite 
duration. This new bill would make an 
insured worker eligible for disability 
benefits if he has been totally disabled 
throughout a continuous period of 6 cal-
endar months. Benefits will be payable
for the last month of the 6 months' wait-
ing period and for subsequent months 
until recovery from the disability. It Is 
estimated that 155,000 workers and in-
dividuals will benefit from this amend-
ment. 

Also, under present law, no worker 
can retire under social security without 
a minimum of six quarters of coverage. 
The new law will permit a person 72 
years of age or over to qualify for social 
security with three quarters of coverage 
acquired at any time since the begin-
nling of the program in 1937. 

This bill also provides that a widow 
who will be 72 or over in 1966 will be 
eligible for social security payments if 
her husband died or reached the age of 
65 in 1954 or earlier. This liberalization 
will benefit many widows, 

The bill also liberalizes the social se-
curity earned income limitation. For ex-
ample, a person retired under social se-
curity will be permitted to earn $2,400 
per year and lose only $600 annually in 
his social security pay. This is far more 
liberal than the present law. 

Another provision deals with divorced 
women. Too often a divorce will leave 
a wife of long standing without social 
security retirement. This bill will pro
vide retirement to a divorced wife at the 
age of 62 if she was married to the hus
band at least 20 years before the date of 
the divorce. It also provides that a 
wife's benefits will not terminate when 
a woman and her husband are divorced 
if the marriage has been in effect for 
20 years.

The bill has another good provision 
for the benefit of small farmers with 
relatively low incomes. If a farmer has 
a gross income of $2,400 or less, he can 
pay his social security tax on two-thirds 
of his gross earnings rather than his net 
earnings. This will enable the small 
farmer to retire with a larger social se
curity pension. 

The bill also exempts self-employed 
members of the Amish and other re
ligious -sects from payment of social se
curity taxes upon application and by 
signing a waiver of benefit rights. 

Self -employed physicians and interns 
are brought under coverage of the social 
security act for the first time. 

Long ago I stated that I could not 
support a bill that would place doctors 
on the Federal payroll or take from a 
patient the right to pick his own doctor 
and his own hospital. This bill in no way 
violates these principles. The insurance 
from which doctors will receive their 
customary fee is voluntary and the tra
ditional practice of medicine is not 
interfered with in any way. This Is an 
excellent bill, and I have attempted to 
discuss the major provisions in it. 

We. have come a long way since the 
days when the old and sick, who could 
not keep pace with the wandering tribe, 
were given a 3 days' supply of food and 
left on the trail to die. Never in the 
history of mankind has a generation
heard so clearly and responded so mag
nificently to the commnandmnent to 
"Honor thy father and thy mother, as the 
Lord thy God hath commanded thee; 
that thy days may be prolonged, and 
that it may go well with thee, in the land 
which the Lord thy God giveth thee." 

For the older people of this Nation and 
many, many others this bill is a sonic 
boom of decency, hope, and respect. 
Never have I voted for any legislation 
with more pride and satisfaction. 

Mr. MvIILS. Mr. Chairman, I move 
that the Committee do now rise. 

The motion was agreed to. 
Accordingly, the Committee rose; and 

the Speaker having resumned the chair, 
Mr. DINGELL, Chairman of the Commit
tee of the Whole House on the State of 
the Union, reported that that Committee 
having had under consideration the biill 
(H.R. 6675) "to provide a hospital insur
ance program for the aged under the 
Social Security Act with a supplemen
tary health benefits program and an 
expanded program of medical assist
ance, to increase benefits under the old-
age, survivors, and disability insurance 
system, to improve the Federal-State 
public assistance programs, and for oth
er Purposes," had come to no resolution 
teen 
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Mr. MILLIS. Mr. Speaker, I move that 
the House resolve itself into the Commit-. 
tee of the Whole House on the State of 
the Union for the further consideration 
of the bill (H.R. 6675) to provide a hos- 
pital insurance program for the aged 
under the Social Security Act with a 
supplementary health benefits program 
and an expanded program of medical 
assistance, to increase benefits under the 
old-age, survivors, and disability insur-
ance system, to improve the Federal-
State public assistance programs, and for 
other purposes. 

The motion was agreed to. 
IN THE COMMIrTEE Or THE WHOLE 

Accordingly, the House resolved itself 
into the Committee of the Whole House 
on the State of the Union for the further 
consideration of the bill H.R. 6675, with 
Mr. DINGELL In the chair. 

The Clerk read the title of the bill, 
The CHAIRMAN. When the Commit-

tee rose on yesterday the gentleman from 
Arkansas [Mr. MILLS] had 3 hours and 
15 minutes remaining; the gentleman
from Wisconsin [Mr. BYRNES] had 2 
hours and 48 minutes remaining, 

The Chair recognizes the gentleman
fromArknsas[MrMILS].Mr. 

harmn I! 
Mr.MILS.Mr.Charmn, yeld 1 

minute to the distinguished minority 
leader, the gentleman from Michigan 
[Mr. GERALD R. FORD]J. 

frmAknaMr. MILL s].r 

PROGRAM FOR THE PERIOD PRIOR TO AND SBU
SEQUENT TO EASTER 

Mr. GERALD R. FORD. Mr. Chair
man, I have asked for this time to in
quire of the distinguished majority lead
er, the gentleman from Oklahoma [Mr. 
ALBERT], the schedule for the period of 
time prior to and subsequent to Easter. 

Mr. ALBERT. Mr. Chairnan, will the 
gentleman yield? 

Mr. GERALD R. FIORD. I yield to the 
distinguished majority leader. 

Mr. ALBERT. Mr. Chairman, I am 
happy that the majority leader has 
brought this matter up, because I do 
want to keep the House fully informed. 

Mr. Chairman, we had thought that 
we would have up for consideration the 
Department of Defense authorization 

bill which, of course, is a very important 
bill, on Wednesday following Easter. 
However, that bill will not be ready for 
consideration. 

We therefore have no legislative pro
gram for the week following Easter, and 
it will be our plan to adjourn over 3 days 
at a time, within the rule, so Members 
can govern themselves accordingly. 

Mr. GERALD R. FORD. In light of 
the situation in the House Committee on 
Armed Services with, reference to the 
committee report on the $15 billion-plus
Department of Defense authorization 
bill, I fully concur with the decision of 
the majority leader and the Speaker in 
not programing or scheduling any legis
lation during the week following Easter. 

Mr. ALBERT. Mr. Chairman, if the 
gentleman will yield further, we appre
ciate the cooperation which the minority 
leadership has shown in this matter. it 
has been very cooperative and I am 
happy to make this announcement to 
the House. 

Mr. GERALD R. FORD. Would the 
majority leader give us an indication as 
to when the House will conclude its 
business next week?

ALBERT. The only bill we have 
Of any Consequence for consideration is 
the pt-esidential succession bill, which we 
hope to consider on Tuesday or Wednes
day. We do not have any District bills 
for Monday. 
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I cannot promise the Members that 
they can leave Washington at the close 
of business on Wednesday, but I know of 
no important business for Thursday of 
next week. 

Mr. GERALD R. FORD. I thank the 
gentleman very much, 

Mr. FULTON of Pennsylvania. Mr. 
Chairman, will the gentleman yield?

Mr. GERALD R. FORD. II yield to the 
gentleman from Pennsylvania.

Mr. FULTON of Pennsylvania. When 
isPan-American Day next week? Do 
we have any business on that day? 
Usually we do not. Will there be any 
business scheduled after that? I under-
stood Pan-American Day was on 
Wednesday of next week. 

Mr. ALBERT. Wednesday of next 
week has been designated as Pan-
American Day. 

Mr. MILLS. Mr. Chairman, I yield to 
the distinguished gentleman from New 
York [Mr. KEOGH] 15 minutes. 

(Mr. KEOGH asked and was given per-
mission to revise and extend his re-
marks.) 

Mr. KEOGH. Mr. Chairman, I should 
like first and immediately, even though 
obviously inadequately, to commend our 
great Speaker in his typical and gracious 
designation of a talented young man to 
act as Chairman of the Committee of the 
Whole. It was this young man's father 
with whom I had the distinct pleasure 
of serving in this body for almost 20 
years,. and on the Committee on Ways 
and Means for a number of years. 

Mr. Chairman, you are indeed to be 
commended for the proud manner in 
which you have carried on the tradition 
of that great father of yours whose name 
will forever and closely be associated 
w~ith this monumental program we are 
about to enact into law. 

Mr. Chairman, the decisions embodied 
in the pending bill have been quite ade-
quately explained in detail by those great 
men who have preceded me. 

There are, however, Mr. Chairman, 
two specific provisions in the pending 
bill in which I have a deep and abiding 
interest, and I should therefore make 
bold to detain the committee briefly in 
order that the RECORD with respect to 
these two provisions may be clear. 

As Members of the House are aware, 
there is a large number of our citizens 
who heretofore have been deprived of 
the protection of the Social Security Act 
simply because of the form in which 
their income is received. For many years 
I have pointed out that this is extremely 
unfair to these individuals and I have 
-sponsored legislation to provide for their 
coverage. I refer, of course, to those in- 
dividuals who receive their income in the 
form of tips and gratuities. In the 87th 
Congress I introduced legislation to rem-
edy this glaring gap in social security 
coverage, and have consistently espoused 
the proposal on every available oppor-
tunity. 

Therefore, it is with a sense of consid-
erable pleasure and satisfaction that I 
point particularly to the provision in 
H.R. 6675 which will extend social secu-
rity coverage to more than 1 million 
individuals and their families who re-
ceive their income in the form of tips 

and gratuities. These individuals and 
their families have needed the protec-
tion which is offered through the Social 
Security Act for many years. 

There have been two problems which 
had to be met. The principal difficulty 
has been to devise a fair and practical 
system for obtaining information on the 
amounts of tips received by an individual 
which could serve as a basis for contribu- 
tions and benefit credits. The other 
problem has been the question of whether 
tips should be taxed as wages or self-
employment income. 

As is more fully pointed out in the 
committee report, it is a matter of com-
mon knowledge that in an occupation 
where employees customarily receive 
tips, the regular wages of these em-
ployees are generally far below those of 
other employees with comparable train-
ing and duties. We have received inf or-
mation to indicate that, on the average, 
about one-third of the work income of 
employees who receive tips in the course 
of employment is in the form of tips. 
For many, tips constitute the major 
source of earnings. Since the regular 
wages of employees who customarily re-
ceive tips are relatively low, the benefits 
based on those wages are likewise low, 
The amount of tips received by em-
ployees who regularly receive tips is es- 
timated at more than $1 billion a year. 
Under existing law, only a small frac-
tion of this amount can now be counted. 
This situation will be remedied by the 
provision in H.R. 6675. 

The Committee on Ways and Means 
concluded, after considering this entire 
problem very carefully, that the deci-
sion which it reached In connection with 
the legislation last year was a fair one, 
and that the only equitable way of 
counting tips toward benefits is on the 
basis of actual amounts of tips received 
and that the only practical way to get 
this information is to require employees 
to report their tips to the employer, 
Thus, the plan which is included in this 
bill, H.R. 6675, in that regard is identi-
cal to the Provision which was contained 
in the social security bill which was 
passed last year, H.R. 11865. 

I might also point out that the com-
mittee received full and complete infor-
mation on this subject from both em-
ployers and employees before taking 
action in connection with this bill. In-
deed, before including a similar provi-
sion in the bill last year, the commit-
tee invited written comments from 
employers on any technical or other 
problems which might be encountered in 
connection with such a proposal. This 
year, the committee heard in executive 
session from representatives of the em-
ployer groups most closely affected-
the National Hotel and Motel Associa-
tion and the National Restaurant As-
sociation representatives, in addition to 
the employee representatives, 

Mr. Chairman, I am convinced that 
these provisions contained in this legis-
lation are sound, and I again commend 
my colleagues for including this provi-
sion which will benefit so many indi-
viduals and their families in the years 
to come, 

Mr. Chairman, another area with re-

gard to social security coverage which 
has concerned me greatly for a number 
of years has been the failure to Permit 
some form of coverage of Federal em
ployees under the program. As I have 
stated on numerous occasions in the 
past, I can perceive no valid reason why 
the employees of the largest employer 
in the United States should be precluded
by law from receiving the benefits and 
the protection under this act. In eon
nection with the consideration of the 
bill which became the Social Security 
Amendments of 1960, I sought for in
clusion of a provision which would have 
afforded Federal employees an oppor
tunity to participate in this program. I 
was not successful on that occasion. 
However, the Committee on Ways and 
Means agreed that efforts of the execu
tive branch should be expedited in 
evolving an appropriate and sound 
method for coverage of Federal em
ployees. To that end, we included a 
provision in the report accompanying 
the 1960 bill requiring the Department 
of Health, Education, and Welfare to 
submit a report to us and urging the in
terested departments and agencies of the 
executive branch to accelerate their ef
forts in finding a workable and sound 
solution to this problem and report It 
to the Congress at the earliest oppor
tunity. 

Mr. Chairman, I regret to advise the 
membership that the report which we 
requested in 1960 was not submitted to 
the committee until late in the stages of 
completing committee action on the 
pending bill. It obviously was too late 
for the committee to study fully the 
suggestions contained in the report. 

The committee was advised by the De-
Partment of Health, Education, and 
Welfare that the executive branch has 
initiated an overall study of retirement 
provisions for FederalI personnel. On 
the strength of this and in the face of 
Inadequate time, the committee, reluc
tantly I believe, refrained from including 
a provision in this legislation. I do, how
ever, invite the attention of the entire 
membership to the statement in this 
regard which is contained In pages 103 
and 104 in the report of this bill, par
ticularly the statement that it is the 
committee's expectation that the current 
study which is underway will be coin
pleted not later than December 1, 1965, 
and that the deadline will be met. We 
have delayed too long on this. 

I should like to point out that the re
port of the Department of Health, Edu
cation, and Welfare did contain one sug
gestion which, although far from meet
ing the problem, does afford some mini
mum measure of solace, and I have in
troduced a bill to carry out that limited 
degree of assistance. 

The gentleman from Virginia [Mr. 
BROYHILL] has introduced an identical 
bill. In effect, these bills will provide 
social security protection for Federal em
ployees and their survivors who do not 
have protection under the civil service 
retirement system. This would be ac
complished by Providing that the period 
of civil service of an individual who has 
no right to a civil service retirement an
nuity, deferred or otherwise, may be 
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trarsferred to the social security system 
and counted as covered employment for 
social security purposes. 

I want to make clear, Mr. Chairman, 
as forcefully as I can, that I do not con-
Sider the bills which we have introduced 
to be the total solution to this problem. 
It is what we regard as an absolute mini-
mum which should be done immediately. 
The long-range solution involves much 
more than is contained in these limited 
bills, and I hope, when I say "long range"
that we will be able to accomplish a solu-
tion to the larger problem well before the 
end of this Congress. 

Mr. Chairman, I have pointed to these 
two Particular areas of H.R. 6675 because 
they were areas of special concern to me 
which had not been covered in a de-
tailed way by the speakers who preceded 
me. I subscribe to the comments which 
have been made by my chairman with 
regard to the monumental provisions of 
this bill extending medical care for the 
aged, in the extensions of the public 
assistance provisions and in the very
noteworthy changes in benefits and in 
coverage of the old-age, survivors and 
disability insurance program. 

Mr. Chairman, this too is a day that 
will live long in history. For this day 
Is the day when the Committee of the 
Whole and the House of Representatives 
will have risen to heights unprecedented 
and will have taken the first long step in 
the direction of providing adequate med-
Ical coverage for our senior citizens. 

Mr. Chairman, the Great Society is on 
its way. 

Mr. Chairman, I yield back whatever 
time I have remaining, 

GENERAL LEAVE TO EXTEND REMARKS 

Mr. MILLS. Mr. Chairman, I ask 
unanimous consent that all Members 
desiring to discuss the bill, H.R. 6675, 
may be permitted to extend their re-
marks at this point in the RECORD.

The HAIRAN. ithut ojecton,
ithes CHAr MANe Wtotojcin. 

There was no objection. 
Mr. GRABOWSKI. Mr. Chairman ' 

rise today to voice my support of H:Rj. 
6675. I take particular Pleasure in sup-
porting this bill because it Is my belief 
that this is a great event in the social 
and economic history of the United 
States. 

The medicare bill, when passed, will 
have the greatest impact on this Nation 
of ours of any legislation since the orig-
Inal Social Security Act. It will affect 
a segment of our society greatly in need 
of help. It will contribute to the war on 
poverty. It will remove from many the 
stigma of "charity" and it will guaran-
tee to our elderly that they will receive 
medical attention at the time of life 
when illness comes most frequently and 
when their financial resources are low. 

As you know, I have introduced legis-
lation identical to this bill now under 
consideration. I did so in the sincere 
belief that this is excellent legislation 
and that the gentleman from Arkansas, 
Chairman MILLS, and the House Ways 
and Means Committee have done a su-
perlative job in considering all the Prom. 
posals forwarded in the area of medi-
cal care for the aged and in formulating 
a bill which is not only workable but 

which looks to the needs of the future as 
well as those of today. 

This bill actually is divided into four 
parts; medical care for our elderly citi-
zens; a part dealing with maternal and 
child health, crippled children and men-
tally retarded programs; a part revising 
and improving the benefits and cover-
age of the old-age, survivors and disabil-
ity insurance program, and the part im-
proving and expanding public assistance 
programs.

There has been a great deal of con-
troversy stemming from this legislation. 
I know that my office, and I am sure the 
offices of my colleagues, reflects this 
controversy in the amount of mail, tele-
grams, phone calls, and visits from dele-
gations which this bill has engendered, 
There has been every shade of opinion 
expressed, from complete opposition to 
any kind of Government assistance for 
the elderly to opposition to any form 
of social security financing to complete 
support for medicare under social secu-
rity.

We all have had to sift these opinions 
and evaluate them and we have had to 
be guided by our own knowledge of the 
situation and our consciences. 

When I think of some of the letters I 
have received, letters from old people 
telling of living on $54 or $70 a month 
for all the necessities of life, of insurance 
companies dropping health policies when 
elderly policyholders become ill, of 
hundreds of dollars in medical bills 
when these people cannot pay, of their 
shame at having to ask for welfare-
which to them is nothing more than 
charity, then I ask how can anyone re-
fuse to support this legislation, 

This Is a great bill. This Is a bill 
which will bring innumerable benefits to 
a group of people which needs these 
benefits badly. I urge your vote for 
H.R. 6675.

Mr. KARTH. Mr. Chairman, as Amer-
icans we are filled with pride for our Na-

tion's advanced technology and our great 
wealth. However, until very recently we 
have lagged behind some Western Euro- 
pean nations in providing social services 
for our disadvantaged citizens. 

The administrations of Presidents 
Kennedy and Johnson have been sensi-
tive to our Nation's shortcomings in this 
area and have made great strides to over-
come these deficiencies, 

A national system of providing health 
care is an example where our country 
is far behind most of the advanced na-
tiOns. Many of us remember when in1 
the 1940's and early 1950's, Senators 
Murray and Wagner and Congressman 
Dingell advocated a national health pro-
gram. At that time their proposal failed 
to get widespread support. Yet the vari-
ous hearings which were held disclosed 
the plight of the aged sick and stirred 
many consciences. So while the idea of 
comprehensive health care lingered and 
vanished as a legislative issue, that of 
medicare for the aged persisted through
the years. Vehement attacks on medi-
care whittled down the proposed pro-
gram to such a modest "package" that 
even its advocates apologized for its ob-
vious inadequacies. 

Ironically, the foes of medicare unin-

tentionally made H.R. 6675, as a health 
care bill, a far better piece of legisla
tion. They accomplished this by 
educating the public, through their well-
financed publicity campaign, to the 
shortcomings of the medicare bill. 

President Johnson and Vice President 
HUBERT HUMPHREY last fall made a health 
care program for the aged a major elec
tion issue. Their overwhelmingly victory 
practically assured it favorable consider
ation by the 89th Congress. 

I think it is particularly fitting that 
at this moment we should, pay special 
tribute to those of our colleagues who did 
the pioneer work on this legislation: the 
late Congressman Dingell and Senators 
Murray and Wagner. We owe a special 
debt to Congressman Aime Forand and 
CECIL KING, Senator CLINTON ANDERSON, 
and others in Congress who in more re
cent times worked so diligently for medi
care. 

Much has already been written of 
Chairman WILBUR MILLS' unique genius 
in bringing out of the House Committee 
on Ways and Means a bill which incor
porates the finest features of the differ
ent approaches to health care for the 
aged. He has rightly earned the thanks 
of the millions of people whose lives will 
be made better by his most influential 
leadership. 

I will vote for the adoption of H.R. 
6675 because I believe that we need to 
give this measure of justice and security 
to the aged and to the needy sick. 

Mr. LANGEN. Mr. Chairman, our 
action on the Social Security Amend
ments of 1965 is going to set a pattern 
that the citizens of this Nation will have 
to live with for many years to come. 
-We can either set an orderly pattern 
based on the real needs of our senior 
citizens or we can enact a patchwork 
piece of legislation that not only fails 
to provide all of the needed services but
threatens the soundness of our social se
curity system and paves the way for 

socialized medicine. 
I fully realize and support the princi

ple of adequate health facilities being 
made available to the aged. We have 
a responsibility in this field and should 
act. However, such aid should be made 
available at a reasonable cost to the 
taxpayers of the Nation. 

This House should support a plan to 
assist our elder citizens in obtaining ade
quate health care. But we should not 
support a plan that saddles the wage 
earners of America with an increase in 
the regressive payroll taxes they pay.
To force these wage earners to finance 
medical assistance for every senior citi
zen, regardless of whether it Is needed, 
Is unconscionable. That is why I believe 
we should support the substitute pro
posal before us, so that we will have a 
program that will meet the medical 
needs of the aged at less cost without 
burdening the social security system. 

What is so interesting, Mr. Chairman, 
is that the principle of voluntary health 
insurance as contained in the alternate 
proposal is the same principle as adopted
by the majority in the medical services 
program which was added to the admin
istration's original medicare bill. We 
in the minority are, of course, Pleased 
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that they saw fit to improve the bill to 
the extent of adopting a number of our 
proposals. However, the substitute bill 
before us would improve the package 
even more, coordinating all of the bene-
fits under one system instead of two 
separate and conflicting systems, 

it is difficult for me to understand the 
wisdom of financing some medical care 
through social security taxes and the 
rest through voluntary insurance sys-
tems. What you end up with is half of 
the so-called medicare bill calling for 
compulsory coverage paid for by the 
wage earners, some who cannot afford 
to pay for medical care for others, and 
the other half calling for voluntary con-
tributions from individuals and general 
revenues of the Government. And even 
with both of the programs In effect, our 
older citizens would still not be suffi-
ciently protected from the unusually 
high costs of extended illnesses or ex-
pensive drugs, 

As we note in the minority views in the 
report on the bill before us, the hospi-
talization program proposed in this bill, 
as the majority now admits, was "over-
sold." Many of us have long contended 
that the medicare provisions were 
completely inadequate. In an effort to 
stave off the inevitable disillusiounment, 
a number of Republican proposals were 
tacked onto the bill. I should agree 
that these additions were sorely needed. 
Now we have the opportunity of going 
all the way by adopting the alternate 
proposal with its voluntary pro-visions,

The alternate proposal, which I believe 
We should support, would meet all of the 
medical needs of the aged, both in and 
out of the hospital. It would also cover 
catastrophic illnesses to a greater extend 
than the administration bill. Under the 
program, all persons 65 years of age or 
older would be eligible on a uniform 
basis and their participation would be 
voluntary, without a means test. Our 
social security system would not be 
threatened because 'financing would 
come from general revenues of the Gov-
ermient and from the people themeslves. 
Social security would only be used as a 
factor in determining the cost of the 
insurance for the individual. Insurance 
plans already in effect would not be dis-
rupted. And the young wage earners 
of today would not be taxed for medical 
benefits for those who do not need it. 

Mr. Chairman, it makes good sense to 
eliminate the duplication of coverage 
that is inherent in H.R. 6675 by combin-
ing all medical-benefits in a single, corn-
prehensive insurance program. We 
would provide greater benefits and pro- 
tection for less money. 

It is hoped that a majority here ,will 
cast an affirmative vote for the elderly 
and for the wage earners of America 
by supporting the alternate proposal. 
It is the better of the two plans. The 
other, as reported to us from the com-
mittee, Is unacceptable because it does 
not provide all of the needed benefits 
and the method of financing seriously 
endangers the entire concept of social 
security, putting the Nation dangerously 
close to complete socialization of the 
medical profession, 

Mr. PIRNIFE. Mr. Chairman, the sub-
ject before us has evoked widespread 
interest throughout the Nation. With 
the possible exception of civil rights, the 
question of health care for the elderly 
has received more attention than any 
other program before this 89th Congress. 

There appears to be unanimous con-
sent that some form of assistance with 
medical expenses for our senior citizens 
is needed; I have found little disagree-
ment with that basic premise. 

However, as can be observed in this 
Chamber today, there Is some disagree-
ment respecting what may be termed the 
specifics of the program to be adopted. 
Who will be covered? What benefits will 
be included? How will the program be 
financed? Who will handle its adminis-
tration? 

I long have taken a position in sup- 
port of a program that is soundly fi-
nanced on a contributory basis during 
one's earning years. I believe that the 
individual should prepare for his retire-
ment years, when he must anticipate 
medical expenses will be higher during 
the period of his reduced income. The 
simple, direct way to thus prepare is 
through a contributory plan operating 
during his working years. You might 
say that this is the "buy now, pay later" 
theory in reverse. To me, it is sound. 

Further, I believe that use of the exist-
ing social security structure to Collect 
moneys for the program has real merit 
because it eliminates the necessity of 
establishing wasteful, duplicate collec-
tion mechanisms. Thils proposed pro-
gram is of necessity costly and far 
reaching; therefore, we have an obliga-
tion to put forth every effort to make it 
as economical and equitable as possible. 

Also, I have advocated that a trust 
fund be established for the program, 
separate from the social security fund, so 
that Congress and the American public 
would have the capability of checking on 
the financial status of the plan at an2y 
given time in order that timely ajust-
ments could be authorized to insure its 
stability, 

Our obligation will not cease upon pas-
sage of this bill. We must be ever mind-
ful of our responsibility to keep a watch-
ful eye on the adequacy of the funds ifl 
reserve today for those who will require 
assistance tomorrow, 

Mr. Chairman, I, like my colleagues 
here and millions of Americans across 
the country, have given much serious 
thought to the type of coverage that 
should be included in a health care for 
the elderly program. 

I have maintained that we should en-
deavor to establish a basic hospital plan 
for all those to be covered, as well as a 
supplemental plan, available at a mini-
mal additional charge to those who vol-
untarily elect to participate, to cover 
related doctor and drug expenses, 

I have long expressed an Interest in de-
veloping a program that would permit a 
Partnership between the Government, 
the people, and private insurance 
companies and I trust that maximum 
consideration will be given to the full 
utilization of the capabilities of private 
agencies in serving this program, 

One other aspect of this bill warrants 
Particular note. In addition to coping 
with the health care question, It also 
calls for an Increase in social security 
benefits, in essence, a cost-of-living ad
justment. 

In addition, it calls for the continua
tion of benefits to age 22 for certain chil
dren in school, provides for actuarially 
reduced benefits for widows at age 60 
and grants benefits to certain persons 
currently 72 or over now ineligible. Fur
ther, it liberalizes the definition for dis
ability insurance benefits, increases the 
amount an individual is permitted to 
earn without suffering full deductions 
from benefits, revises the tax schedule 
and increases the earnings counted for 
benefit and tax purposes so as to fully 
finance the changes made. 

Many of us, during the last Congress, 
cast affirmative votes on a bill to increase 
social security benefits and to bring about 
several much-needed revisions in. the 
Program. We were gratified by, the 
favorable action of the House. However, 
as you know, we were later disappointed 
when the Senate sought to include other 
controversial amendments which kept 
the measure from again coming to the 
flcor. 

Now it is a different story. We have 
before us a plan which incorporates 
sound Proposals adopted from several 
different sources. Areas of previous dis
agreement have been skillfully compro
mised. As a result, we have a bill which 
is not an administration measure nor a 
Republican bill. It is a composite ap
proach, far more acceptable to many of 
us. It is one I feel can provide desired 
and needed benefits for our senior citi
zens, present and future. 

Mr. FARBSTEIN. Mr. Chairman, 
this is a great day for the elderly of our 
country. We are finally making it pos
sible for them to overcome their long
time fears of medical disaster by pass
ing this legislation. We are also liberal
izing the social security law in various 
of its facets. I am therefore proud to 
vote for this bill. 

One-tenth of the people of our Na
tion are faced with the threat that ill 
health could, at any moment, wipe them 
out financially, reducing them to wards 
of the Nation's charities, These people 
are our senior citizens; those men and 
women who have lived fruitful and pro
ductive lives, yet who must now, for a 
number of reasons, hover on the brink 
of impending debt and despair. 

Of these 18 million people, more than 
half have incomes of less than $1,000 
a year. A full third have no assets what
soever besides this meager income, while 
half have assets of less than $1,000. 
What makes limited finances such as 
these so frightening is that, when a hus
band or wife is hospitalized, aged couples 
today face medical bills averaging about 
$800 a year. Our elderly citizens re
quire three times as much hospital care 
as the young and, when they go to the 
hospital, they stay, on the average, twice 
as long. Moreover, the rapidly Increas
ing costs of medical care hit them hard
est because whatever Income they do 
have Is generally fixed. 
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In 1960, Congress took limited steps to 

meet this problem by passing the Kerr-
Mills Act. This act was deficient in two 
respects. First of all, it mistakenly as-
suimed that health care problems in old 
age are limited to the very poor. We 
have just seen from the previous statis-
tics that this is not true. Even people 
who have lived quite comfortably 
throughout their working lives face the 
Prospect of limited funds when they
reach retirement. But the more perti-
nent fact is that the extended periods of 
illness that usually accompany life's later 
Years can undermine the economic inde-
pendence of even the most secure, 

The second and more critical weakness 
of Kerr-Mills is that it leaves the appli-
cation of a suitable aid program to the 
jurisdiction of the Individual States. 
After 5 years, 9 States have not bothered 
to comply with the provisions at all, 
and only 7 of the remaining 41 have any-
thing approaching an adequate program. 

I am proud to say that my own State of 
New York has instituted one of the better 
Programs under the Kerr-Mills, but even 
there it Is not a complete arrangement. 
It necessarily uses the welfare approach 
and, as such, can never hope to be the 
ultimate answer to the real needs be-
fore us. 

I, therefore, rise to voice my support
for the bill which I believe does answer 
these needs-the proposed amendments 

to he ocil ctbeterScurty now 
as medicare. 

This bill, as reported by the Ways and 
Means Committee, would give three levels 
of protection, each one being more com- 
prehensive than the old Kerr-Mills Act. 

First, it would provide a basic plan of 
hospital insurance financed through the 

soilscuiysstm hssection 
would provide compulsory protection to 
all persons 65 and over and would be 
financed by equal contributions by em-
ployee and employer to a separate hos-
pital insurance trust fund. The benefits 
under this section would include: 

First. Hospital inpatient services-60 
days for each spell of illness with $40 de-
ductible. 

Second. Posthospital extended care-
at least 20 days and maximum of 100 
days following transfer from hospital, in 
facility having agreement with hospital. 

Third. Outpatient hospital diagnostic 
services-available as required with $20 
deductible during a 20-day period. 

Fourth. Posthospital home health 
services--up to 100 visits after discharge 
from hospital or extended care facility. 

The second level of protection involves 
a supplementary plan covering physi-
clan's fees and other medical services, 
All persons over 65 would be eligible for 
this Plan on a voluntary basis. There 
would be an annual deductible of 
$50. Then the plan would cover 80 
percent of the patient's bill for the 
following services: 

physicians' and surgical services in 
hospital, clinic, office or home; mental 
hospital care for 60 days in spell of ill-
ness--180-day lifetime maximum; home 
health services, without requirement of 
prior hospitalization, for up to 100 visits 
a year; other medical and health services 
in or out of medical institution including 

diagnostic X-ray and laboratory tests; 
electrocardiograms; certain ambulance 
services; surgical dressings; splints, 
casts; rental of certain medical equip-
ment as iron lungs, oxygen tents, braces, 
artificial limbs, 

As a third section, the bill incorporates 
an extension of the Kerr-Mills program. 
Believing that this old plan would pro-
vide an excellent underpinning to the 
other programs, H.R. 6675 extends the 
coverage to include the blind, the dis-
abled, and families with dependent chil-
dren, and increases the Federal matching 
share for cash payments for those needy 
persons.

In addition, the bill includes a number 
of excellent child health programs and 
public welfare amendments, and provides 
for some much needed increases in gen- 
eral social security benefits. 

But, while the comprehensiveness of 
the provisions takes steps toward secur-
ing economic stability for our elder citi-
zens, the way in which they are 
applied promises to affirm a dignity for 
these people that previous plans have ne-
glected. No longer must our aged be 
subjected to humiliating means tests. No 
longer must they seek protection in the 
form of degrading handouts. These 
benefits are not charity or welfare. Un-
der this program, the individual will have 
contributed financially to his own secu-
rity and that of his family. The ben-
eftswill be paid because the person has 
earned them. 

Many people have been worried that 
such a program might lead to Govern-
ment control of the medical profession, 
This is not the case, and in fact, the bill 
specifically prohibits the Federal Gov-

die in the web of legislative procedure, 
making Congress a symbol of inaction 
in the face of need. Let us repudiate the 
"do nothing" Congresses. Let us be
come a "do something" branch and pass 
quickly this legislation which is so des
perately needed and which embraces the 
hopes of every elderly person in our Na
tion. 

In the above, I stated my full support 
for the medicare bill. I do have one 
serious reservation about it, however. 
This concerns the omission of any pro
vision for drug costs. In many cases, 
drugs can present a ruinously high cost of 
illness, and this is particularly true of 
the elderly who are chronically ill. 

Certainly, many of our aged will be 
able to meet drug costs if they have, as 
I assume they will, protectior of med
icare. I do not propose to subsidize all 
drug costs, but only those of the greatest 
in need. 

For this reason, I plan to introduce leg
islation to set up a drug stamp program
which will be quite similar to the very 
successful food stamp plan. Under this 
proposal, a person who is within a maxi
mum income limitation would be issued 
coupons redeemable at any approved re
tail drugstore. Full freedom of purchase 
will be maintained as it has been in the 
food plan.

I believe this measure will plug the one 
remaining hole left in the bulwark we 
built for our elderly. I urge your con
sdrto fi n oet e tpseas a companion measure to the medicarebill. 

Mr. SCHMIDHAUSER. Mr. Chair
man, I would like to add my voice in sup
port of H.R. 6675. First of all, I would 
like to compliment Chairman MILLs and 

ermient from exercising "any controlthmebrofheWyan Mas 
over the practice of medicine or the 
manner in which medical services are 
provided."' Further, the bill allowis the 
beneficiary to choose whichever doctor, 
hospital, or agency he desires. 

It would seem to me that, rather than 
fettering medicine with new restrictions, 
this bill opens up new vistas of freedom 
in treatment that the profession has 
never known before. For no longer must 
a physician weigh his diagnosis in termsl 
of what the patient can afford. He can 
now practice his art as it was meant to 
be-prescribing care solely upon what he 
analyzes the patient's need to be. 

I am excited about this bill. I believe 
it to be one of the most significant pieces 
of social legislation to come before this 
Congress in years. What is more im-
portant, I know my consbituency is de-
cidedly in favor of it as we'll. It Is for 
this reason that I took steps to make sure 
that it did not expire in committee as so 
many of its predecessors have. Last 
year, I personally had printed and cir- 
culated cards throughout by district, 
*whereby voters could, express directly 
their feeling for this bill. The response 
was great and overwhelmingly in favor 
of the bill. I submitted this material to 
the Committee an Ways and Means so 
that its members might be aware that 
the people of my district and even of the 
entire Nation want this bill and want it 
now, 

For too many years in the past we have 
allowed important measures such this 

Committee for reporting a bill which will 
enable our senior citizens to receive the 
best possible medical attention without 
fear of having their lifetime savings 
wiped out due to a major illness, or cre
ating a financial burden for their chil
dren. It Is the solemn~uty of this, the 
wealthiest and greatest nation on earth, 
to provide this program for those who 
have contributed so much to the build
ing of our society when they are no long
er able to participate in the labor market. 

I feel that the basic plan of this bill 
which will provide for-hospital care and 
posthospital care financed through the 
social security payroll tax is the proper 
answer to the problem of ever-increasing 
costs of hospital care that are burdening 
our older citizens. Also, the inclusion of 
a voluntary plan to provide for physi
clans' services, diagnostic and laboratory 
services, and home health services is a 
most fitting supplement to the basic hos
pitalization plan. This program, based 
on small monthly payments by those who 
choose its coverage along with a like 
contribution raised from the general rev
enues, is in the finest American tradi
tion of free choice. 

Further, this proposed bill would not 
only strengthen the Kerr-rMils program 
by establishing minimum standards for 
medical assistance, provide for less strin
gent "means test," increase the contribu
tion of the Federal Government, but 
would extend coverage to all needy per
sons, regardless of age. 
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I feel that we have had presented to 

us a bill that is financially sound. The 
basic plan will be administered from an 
actuarially sound separate trust fund,
and will cost those employees who con-
tribute to it less than 40 cents per week. 
The voluntary supplemental plan can be 
paid for by those who choose it with no 
loss in their present social security bene-
fit rate. 

Finally, Mr. Chairman, I feel that we 
owe a large debt of gratitude to Chair-
man MILLS and the members of the Ways
and Means Committee who were able to 
combine the best features of several pro-
posals into one comprehensive program
of medical assistance that has few paral-
lels in the history of legislative responsi-
bility. 

Mr. SICKLES. Mr. Chairman, one of 
the most pressing questions of our 
times-the issue of how to pay for the in-
creased medical expenses that face many
elderly Americans-will be substantially
resolved by the program established by
the bill to be voted on today. Trhis bill 
Is now on the last leg of a long legisla-
tive journey. 

For a number of years, most people
have recognized that our elderly citi-
zens-who because of the miracle of 
modern medicine and science are enjoy-
Ing longer lives--need financial assist-
ance to protect them from 1,he steep hos-
pital and medical bills they frequently
incur in their retirement years when 
their income is reduced, 

To aid the elderly, Congress is con-
sidering legislation which makes a three-
pronged attack on the problem.

First, and perhaps most important of 
all, the bill proposes a basic plan of hos-
pital insurance protection financed pri-
manily by an increase in payroll taxes,
which will be deducted along with so-
cial security from the worker's paycheck.
These funds will establish a hospitaliza-
tion program available to almost every
American at age 65 and over. Briefly,
the program provides for: Up to 60 days
of hospital care for each illness, with 
the first $40 deductible; up to 20 days of 
posthospital nursing home care, with 
2 additional days for each day that a 
person's hospital stay was less than 60 
days; posthospital home health services 
for up to 100 visits, including, for ex-
ample,-daily visits by a nurse; outpatient
hospital diagnostic services, with a $20 
deductible clause. 

As a companion feature to the basic 
hospitalization plan, elderly Americans 
would be permitted to participate in a 
voluntary program to help them meet the 
cost of physicians' services. This supple-
mentary plan would be financed by a $3 
monthly contribution by the individual 
Participant, which would be matched by 
an equal contribution by the Federal 
Government from general tax revenues. 

The program would cover 80 percent
of the cost of doctors' services, home 
health services, hospital services in men-
tal institutions, and other health serv-
ices, after a $50 deductible. Briefly, the 
program provides for: Physicians' and 
surgical services whether furnished in 
the home, hospital, clinic, or office; hos-
pital care for 60 days in a mental hospi-
tal, with a 180-day lifetime maximum; 

home health services, without prior hos-
pitalization, for up to 100 visits, during.
each calendar year; additional medical 
ahd health services, whether provided in 
or out of a medical institution, including
X-ray and laboratory tests, X-ray, ra-
dium, and radioactive isotope therapy,
ambulance services, and other miscel-
laneous services, such as surgical dress-
ings, casts, rental of wheelchairs, braces, 
and artificial limbs. Eyeglasses and 
dentures are not included. 

In addition to the hospitalization and 
supplement~ary medical services plan, the 
existing Kerr-Mills program would be re-
vised and expanded to provide care for a 
limited number of needy elderly persons
who lack the money required to receive 
full health care. 

The improved Kerr-Mills program
would require a State to provide in-
patient and outpatient hospital services,
laboratory and X-ray services, skilled 
nursing home care, and physicians' serv-
ices, in order to receive Federal grants.
The States would be required to establish 
a flexible income test, geared to the size 
of the medical bill confronting the eld-
erly person. The States will also be re-
quired to help needy elderly Persons Pay
the various deductible costs required to 
participate in the supplementary volun-
tary program I mentioned earlier, 

This three-pronged attack on the 
health problems of the elderly: Basic 
hospitalization coverage, the voluntary 
program for medical services, and the 
improved Kerr-Mills program, constitute 
a tremendous step forward for America. 

Also included in the bill is a 7-percent,
across-the-board increase in social se-
curity benefits, and many other amend-
ments liberalizing the basic social se-
curity program. 

I am giving this bill my full support
because it is a major step toward the 
goal of providing adequate health care 
and financial security during retirement 
years for every elderly American. 

Mr. ROOSEVELT. Mr. Chairman, I 
rise in support of H.R. 6675, the Social 
Security Amendments of 1965, which-
will Provide a hospital insurance pro-
gram for the aged under the Social Se-
curity Act. It also provides for an op-
tional supplementary health benefits 
and medical assistance program, fi-
nanced by individual premiums and 
Federal Government matching pay-
ments, and operated through private in-
surance carriers, 

I have long fought for legislation to 
provide medical and hospital care for 
our senior citizens, and commend the 
magnificent work done in this 89th 
Congress by.,the Ways and Means Coin-
mittee, and its chairman, the gentleman
from Arkansas [Mr. MILLS]. 

Building upon the provisions of the 
King-Anderson bill, this bill utilizes the 
basic social security approach corn-
mended by both the Kennedy and John-
son administrations, which. approach I 
thoroughly endorse, 

Mr. Chairman, I have some very vivid 
memories, very personal memories, of 
the controversies that raged when the 
first social security bill was put forward. 
There were predictions of dire conse-
quences, breakdown In the moral fab-

ric of America, and expressions indi
cating little faith in the American peo
ple. All of these fears have proved to 
be without foundation, and the social se
curity principle has proved a sound one. 

In addition, this measure provides for 
a Program of supplementary medical 
care and assistance which is available to 
all persons age 65 or over, on an op
tional, voluntary basis, regardless of 
whether or not they are eligible for so
cial security, railroad retirement, or 
other benefits. 

Here we offer the American people a 
program Consistent with both the Fed
eral concern for the basic welfare of all 
Americans, and the Individual and pri
vate responsibility for self and family.

There are now more than 18 million 
people in the country who are 65 or older, 
and their numbers continue to Increase. 
Most of them have little or no financial 
Protection against serious illness. On 
the average their Incomes are one-half 
those of younger people. At the same 
time, their need for health Care is about 
twice that of People under 65. 

This program will make it possible for 
People to build insurance protection in 
their working years against the high 
cost of illness in their old age-just as 
they now build social security protection
for themselves and their families against
the loss of earnings accompanying old 
age, disability,-or death in the family.

In addition, this far-reaching program
Increases by 7 percent all old age, sur
vivors. and disabiity insurance benefits,
with a new minimum benefit of $44 per
month. 

One of the most significant provisions
of the bill is that which permits payment
of children's insurance benefits to the age
of 22, Provided the child is a fulltime stu
dent. With so much emphasis placed
today on the need for higher education,
this continuing assistance will be of im
measurable benefit to the children of dis
abled workers, as well as orphans, who 
could not otherwise realize their full po
tential by the completion of their educa
tion. Last year I introduced legislation 
to accomplish this worthwhile purpose,
and I am particularly gratified that the 
Committee on Ways and Means has in
cluded it as a part of this package. It 
will benefit an estimated 295,000 young
people.

An especially humanitarian provision
of this measure is that which permits
widows to begin receiving reduced bene
fits at age 60, if they so choose. We are 
well aware of the difficulties women face 
at this age in finding employment, if 
they are fortunate enough to enjoy suffi
cient good health to permit them to work 
Some 185,000 widows who are not physi
cally capable or otherwise qualified for 
full-time employment will find this 
aspect of the bill will greatly alleviate 
their plight. 

Liberalized disability insurance eligi
bility requirements will benefit an esti
mated 155,000 disabled workers; while 
liberalized eligibility requirements for 
benefits will aid an estimated 355,000 per
sons 72 or older. 

Finally, this comprehensive bill im
proves the Kerr-Milis program by ex
panding State medical assistance pro
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grams not only to the indigent aged, but 
also to needy persons who are part of 
the dependent children, blind, and per-
mnanently and totally disabled programs, 
increases the Federal share of payments 
under all State public assistance pro-
grams; and increases Federal authoriza-
tion for maternal and child health serv-
Ices and for crippled children services, 

Next week I will analyze and report in 
greater detail exactly what a person 65 
or older can expect from this bill-how 
much money, how and where to obtain 
it, and what total benefits he can antici-
pate.

Mr. Chairman, we have the opportu-
nitY today to add another vital brick to 
the foundation of President Johnson's 
Great Society, and to add a significant 
weapon to our growing arsenal for his 
war against poverty, 

We also have the opportunity to say 
to some 18 million aged Americans that 
the great wealth and plenty of this 
country, toward which their own contri-
bution has been immeasurable, shall not 
bypass them, and that they shall share 
with younger Americans the abundance 
of necessary goods, the freedom from 
crushing worry, and the dignity of spirit 
afforded by our great American way of 
life. 

Mr. GILBERT. Mr. Chairman, I have 
sponsored and worked for a program of 
medical care for our senior citizens since 
coming to Congress. The realization 
that we are about to enact this program 
is a source of great satisfaction to me. 

The bill before us, H.R. 6675, "The 
Medicare and Social Security Amend-
ments Act of 1965," represents the cul-
mination of 13 years of surveys, studies, 
and very careful consideration of the 
health needs of an increasing elderly 
population, and how those needs might 
best be met, 

I commend the chairman of the Ways 
and Means Committee, the gentleman 
from Arkansas [Mr. MILLS], and mem-
bers of the committee for their outsand-
Ing accomplishment, and I congratulate 
the chairman for his brilliant and In-
formative analysis of the bill on yester-
day.

I rise in support of H.R. 6675, and I call 
upon my colleagues in the House to join 
me in voting prompt approval of this 
legislation. 

No one can dispute the increase in pub-
lic awa-reness of the health needs of the 
aged and the growing realization that 
it is our Government's responsibility to 
help finance a medicare program. This 
bill offers realistic and responsible 
methods of meeting a great need. I am 
confident it is financially sound and that 
it will not endanger the existing social 
security system. The various aspects of 
the proposal have been studied thorough-
ly on the basis of actuarial funding, fi-
nancing, and administration. ..t presents 
a workable solution to the problem of 
financing health costs of the elderly, 

The basic hospital program will be 
financed by employee-employer social 
security taxes, except for persons 65 and 
over who are not eligible for social secu-
rity or railroad retirement benefits, 
whose Portion will be financed from gen-
eral revenues. The supplementary volun-

tary medical program provides that one-
half shall be paid out of general revenue 
funds and the other half by -premiums 
of those who choose to participate. 

The need for the hospital and medical 
programs provided in H.R. 6675 is obvi-
ous. Government statistics show that 
the number of Americans 65 and over has 
more than doubled in the past 20 years-
from about 9 million to 20 million. Since 
1950, doctors' fees have gone up 51 per-
cent and hospital rates have gone up 139 
percent. The field of medicine leads all 
others in terms of increase percentages. 
Older people have been hurt the most by.
these increases. They require three 
times the hospital care of younger people 
and they stay nearly twice as long when 
hospitalized-and yet the income of older 
couples is less than a third of that of 
younger couples. As age increases, so 
do chronic illnesses; 8 percent of all citi-
zens 65 and over suffer some kind of 
chronic ailment. Nine out of ten el-
derly are hospitalized at least once dur-
ing their retirement years. The inability 
of millions of elderly people to purchase 
costly private policies has been brought 
out in committee hearings and revealed 
In Governmnent surveys. Almost one-half 
of the elderly now receiving social secu-
rity benefits have less than $12.50 a 
month in retirement income outside of 
their social security checks. They either 
cannot afford private insurance pro-
grams or they are considered too poor 
a risk, 

Mail from my constituents has been 
overwhelmingly in favor of medical care 
under the social security program. Hun-
dreds of letters have described pathetic
circumstances of bare existence on small 
social security and other pensions as the 
oniy source of Income. I have been re-
minded over and over of the tragedy of 
these older citizens, already barely able 
to afford the necessities of life, amidst 
spiraling rents and other living costs. A 
serious or prolonged illness could leave 
them, as it often docs, in a state of com-
plete destitution and fright. 

The program of medical care provided 
in H.R. 6675 will help these senior citi- 
zens maintain their dignity and inde-
pendence; it will provide them economic 
security and will eliminate the necessity 
of charity. 

Mr. Chairman, I want to mention the 
main benefits of this program. The basic 
hospital plan, available to all 65 and 
over-an estimated 20 million-pro-
vides: Hospital care up to 60 days for 
each spell of illness, with the patient 
paying the first $40; posthospital ex-
tended care of at least 20 days and a 
maximum of 100 days following transfer 
from the hospital to a hospital-affiliated 
nursing home; outpatient diagnostic 
services, with the patient paying the first 
$20-credited to the hospital in-patient 
deductible of $40 if hospitalized within 
20 days; and up to 100 posthospital home 
visits by a nurse, therapist, or health-
aide. This part of the program provides 
for hospital care, nursing home, diag-
nostic services and home-health care; it 
does not pay for doctor's services, for 
drugs outside the hospital, or for eye-
glasses, false teeth, hearing aids, and 
artificial limbs. 

The voluntary supplementary medical 
plan covers doctor's fees and other medi
cal services. All persons age 65 and over 
will be eligible on a voluntary basis. 
Those who choose to enroll winl pay a 
monthly premium of $3, and an equal 
amount will be paid by the Government 
out of general revenue funds. If a per
son is receiving social security benefits, 
the $3 premium will be deducted from 
his social security check. After an an
nual deductible of $50, the insurance 
would pay 80 percent of the cost of the 
following services: Doctor and surgical 
services in a hospital, clinic or home; up 
to 100 home service visits a year without 
the requirement of prior hospitalization 
contained in the basic hospital plan; X-
ray and lab tests, electrocardiagrams, 
radium therapy, rental of equipment 
such as wheelchairs, oxygen tents, iron 
lungs, braces and artificial limbs, and 
certain ambulance services; and hospital 
care in a mental hospital and limited 
payment for treatment of mental condi
tions outside a hospital. 

Mr. Chairman, I have strongly sup
ported the 7-percent increase in social 
security benefits which H.R. 6675 pro
vides, retroactive to January 1, 1965. Too 
many of our 20 million now receiving 
social security benefits-the aged, dis
abled, widows, and orphaned children; 
who are the most economically disadvan
taged in our country-have only their 
small social security checks as a major 
source of income. 

I am pleased also that the bill con
tains other provisions I have long sup-
p~orted and worked for-to continue so
cial security benefits for a child up to 
age 22, if he is attending school. I never 
felt these benefits should stop at age 18, 
when a child is in school and is In the 
most expensive years of his life. 

Another feature of the bill which I 
sponsored in a separate binl and I am 
pleased was included is that tips received 
by employees shall be considered as part 
of wages for social security purposes. 
Many employees work in industries where 
a large portion of their income is in the 
form of tips, and while they have had to 
count these tips as wages in paying in
come taxes, they have not been included 
as Part of the wages on which social 
security benefits are computed. 

Other important provisions in H.R. 
6675 are: Persons eligible for social secu

-rity Payments whose outside earnings are 
between $1,700 and $2,400 will receive less 
of a reduction in their benefits. While 
this is an improvement, I would have 
preferred the inclusion of my own pro-
Posal to remove altogether the limita
tion on the amount of outside income. 
Widows will have the option of receiving 
benefits at age 60 instead of 62, with the 
amount actuarily reduced to take into 
account the longer period over which the 
benefits will be paid. 

Mr. Chairman, H.R. 6675, the Medi
care and Social Security Amendments 
Act of 1965, is a far-re~whing and im
portant bill which will improve the eco
nomic security of every American fam
ily. It Is not a perfect bill, but it will 
solve most of the health problems of 
those who can least afford medical and 
hospital care. This legislation will free 
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persons 65 and over from the threatened 
burden of vast medical expenses; it will 
provide protection that will permit our 
elderly citizens to live out their lives in 
dignity instead of in constant dread of 
imposing financial burden on their chil-
dren or the necessity of turning to wel-
fare agencies. 

No one in this Congress could be more
pleased than I am that, after so long a 
time, we are about to fulfill the Promises 
made to our senior citizens to give them 
a program of medicare. 

Mr. ZABLOCKI. Mr. Chairman, at 
the outset I want to commend the House 
Ways and Means Committee and its il-
lustrious chairman, Mr. MILLS, for re-

heporingtoous ofRepesetatvesof a single day in a hospital, when onepoting todithe Hous SofiRepresen itatives robor, usngcren 

120 days recommended by the Depart-
ment of Health, Education, and Welfare,

Our State, like many others, is har-
pressed to raise sufficient revenues to 
finance many necessary and expensive
State programs. For that reason, al-
though the enabling legislation en-
visoned a $5 million biennial appro-
Priation, the State budget provided only
$2,842,500 for the first 2 years of the 
program. 

Adding in the Federal matching con-
tribution, and figuring the program as 
established in Wisconsin on an annual, 
per capita basis, it divides out to $7.15 
per elder citizen hin the State. 

This is one-fifth the average expense 

thenMdicare anooca Security
Amenmens o 195. 

This comprehensive, far-reaching 
measure is a tribute to the Congress and 
our American system. It proves anew 
that our Government can act effectively 
to meet the needs of our people. As an 
original cosponsor of the medicare meas-
ure proposed by our former colieague,
the gentleman from Rhode Island, Aimne 
Forand, and a sponsor and supporter of 
the King-Anderson proposals, I am most 
gratified that the House of Representa-
tives will at last have the opportunity to 
express the national consensus on health 

caefrteae.has 
I have no doubt about the outcome,

for two reasons. First, the need for new 
legislation to meet the health needs of 
our elderly citizens long has been recog-
nized. Second, the bill we have before 
us today provides a practical and pru-.
dent remedy to the problem of medical 
care for the aged.-

By combining a hospital and nursing
home care Program under social secu-
rity with a voluntary supplementary plan
Providing doctors' and other medical fees 
financed by individual contributions and 
Federal matching funds, and with ims-
Provements in the Kerr-Mills Act, the 
legislation before us today mounts a 
three-pronged attack on the health 
problems of our aged,

It will also assist our senior citizens 
by increasing basic social security bene-
fits by 7 Percent, thereby helping them 
cope with increasing living costs and 
strengthening their purchasing power,

Mr. Chairman, today in my own State 
of Wisconsin, there are some 440,000 in-
dividuals who are over 65 years of age,
according to the U.S. Census Bureau,
BY 1970 the-State will have 482,000elrciiesvr1. ecn ftele 

dincaludsuproom, bornrigcrad
md~cl sppleswill

Of course, because of income and 
other restrictions, many of the State's 
elder citizens have not been eligible for 
Kerr-Mills assistance. An estimated 
180,000 are eligible, however. For them 
the annual per capita share is abou 
$16.60 per year. That is $6 less than the 
average daily rate for a semiprivate 
room in a Milwaukee hospital.

From these figures it is evident that,
while it has helped ease the Problem,
the Kerr-Mills program in Wisconsin 
has been only a stopgap measure. It 

not Provided the answer to the press-
Ing medical Problems that plague the 
elder years of so many of our citizens. 

Facts and statistics, no matter how 
impresslve, can never convey the feel-
ings Of m1isery and hopelessness that 
have accompanied old age for so Many
Of Our citizens. 

TO gain an appreciation of the plight
Of the aged, one must listen to the Per-
sonal experiences of our senior citizens. 
Many persons have written to me on this 
Problem, citing cases which they knew 
intimately. Because of the compelling 
nature of these letters, I would like to 
quote brief excerpts from a few. 

From a Milwaukee man: 
I believe that my wife's father would still 

be alive today if we had medical care under 
social security. He was too proud to ask for 
help When he needed It. 

From a West Allis, Wis., man: 
My father had a stroke and my mother 

had a gall bladder operation which was coy-
ered by the insurance they carried. Then 
came the time to renew their hospital insur-
ance. MY father sent the check In well be-
fore it was due but the insurance company
claimed they never received it. The corn-pany said they could renew their policy ata 

daughters in college and this made it very
difficult. This is a real problem in the United 
States. We are far behind most industrial
ized countries in furnishing medical care. 

From an elderly man in Palmyra, Wis.: 
My wife and I have to live on $109.50 a 

month with no other income. If you think 
It is easy to get along on that just try it 
once for about 2 months * * *. Total hos
pital and doctor bills amounted to $1,600.48 
fr2yaspaylmyforeInit.e ato 
t a o t 

From a Milwaukee retired worker: 
I have retired * due to a heart con

dition on doctor's orders. Due to this con
dition, it is quite hard to get coverage for 
MY Protection. The requirement and pre
mium asked for by the insurance company
that I contacted was impossible for me to 
get protection in my case. my pension check

not cover the amount asked for by the 
insurance company for my Wife and myself.
When you pass 70 Years of age, it gets to be 
a problem to get by.

FomaMluke an 
Bengonea f yolwure cons:tet, wud 

leik yogoe Of r itetle tIrewofldknow thatIa 
waiting for action on the medical bill for 
the aged many lives are at stake..Too 

From a South Side elder citizen: 
Had a heart attack in the year 1962. Was 

protected by a policy I had taken out in 
1955. Unfortunately, had no surgeryclause. twsncsayt'prt nmleg onacut of a clot that formed there 
while lyincg 'inthe hospital. Was in the hoe
pital 40 days. My protection was only for 
31 days. The hospital bill was $2,040.15. I 
paid $973.75. In addition, I paid approxi
mately $900 In doctor and surgeon bills for 
Which I was not protected. 

Mr. Chairman, by enacting the p.ro
gram embodied in the Medicare and So-
Cial Security Amendments of 1965, the 
Congress will Provide benefits to every 
man and woman in this country who is 
over 65. For the first tine many Amer
icans willh know security in old age.
Banished will be nagging worries that 
illness, might force them to lose all they
have gained during years of labor and 
that they will be relegated into a life 
of poverty. 

The opportunity to act against this 
evil in our society has been long in com-
Ing. After years of a hard-fought cam
paign, victory is in sight. We must not 
fail now to exercise our clear-cut re
sponsibility in acting favorably on the 
meritorious and historic measure before 
US today.

Mr. Chairman, I trust the recommittal 
mto ilb eetdadta hboi as reobedeatdl ndttth
bl'areotd by the Committee on 
Ways and Means will receive the over
whelming approval of this august body.

Mr. F'UQUA. Mr. Chairman, we all 
recognize that many of our elder citizens 
have diffculty in meeting their medical 
bills. I am not insensitive to this fact. 
Some method must be found to assist 
those who are in need of medical assist
ance and cannot afford the care that they
'need. But let me emphasize how 
strongly I feel should be considered the 

State's population is in the 65-plus age
category, as compared to an average of 
9 percent for the rest of the United 
States, 

At present, if a financially disastrous 
illness strikes a Wisconsin senior citizen,
he or she has only two choices. One Is 
to go "on the county- with all the de-
moralizing and degrading connotations 
of that term. The other is to apply for 
aid through the State's Kerr-Mills pro-
gram. 

Although Wisconsin is reputed to have 
counerof ithbetter Kerr-Mllsn planshinrth 

conr,tsil a fle frs Orof 
need. For example, the State is able to 
provide only 45 days Of hospital and 
nursing home care, in contrast to the 

0.5perentofcitzen. Oer hevery substantial increase in rates which my
Parents could not afford. Now they are at 
a time In their lives when they need pro..
tection Most and they don't have it. It is 
time for the Government to act to protect
these people, 

From a retired Milwaukee man and 
wife: 

My wif e and I cannot seek medical care 
On the small pension checks we receive, which 
we need so badly now. Please vote for the 
medicare bill, 

From a West Allis man about hiswodadtefc-e. 
mother-in-law: For some 20 years now some form of 

She could not aford hospital and surgica compulsory Federal health care underinsurance so all of he savings were spent. social security has been Presented to the
MY wife's sisters and brothers borrowed Congress. Today we are to vote on a 
money also to help and their -resources were bill which is supposed to meet that prob
used up. In addition. some had sons and lem, and a bill which has many sections 
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of merit. But, Mr. Chairman, In my 
humble judgment this is not the bill that 
should be passed by this Congress. 

This bill would cover only a segment 
of our population, not our entire elderly 
Population and without regard to their 
needs. Benefits would accrue to all those 
so covered, regardless of whether they 
have need for such benefits or not. The 
Cost Would be tremendous. I am in-. 
formed that this bill would impose on the 
workers today a staggering sum of $35 
billion for hospitalization benefits for 
those already over age 65. 

I am well aware of the needs of the 
People in my particular district in re-
gard to this legislation which I think 
might well be somewhat typical of other 
parts of the Nation. I know full well 
of the dire need of many of our citizens. 
I also know full well that many, many of 
those who would be covered under this 
Program have no real need for such 
coverage. 

Its cost would be shifted to the work-
Ing man today. Those paying the bill 
are not prepaying for future benefits for 
themselves; they are paying a payroll 
tax for benefits for those who would 
immediately be covered, 

It matters not whether the recipient 
of this program has adequate hospitali-
zation insurance or whose bills might be 
rather mild and that he would have no 
problem meeting them. This is not 
considered. 

For when you lump those who have a 
real and earnest need in with those who 
have no such need, you have a situation 
where a tremendous burden is placed 
upon the back of the American taxpayer. 

I have stated consistently that while 
we have a need, while there is a dire need 
on the part of so many, the solution to 
this problem should be based on need. 

This bill does not follow that concept. 
In my opinion it does not take into con-
sideration the fact that hundreds of 
thousands who will be covered and re-
ceive benefits have no real need for those 
benefits. By the same token, many 
thousands who have a real and dire need 
and who are not covered by social se-
curity are left to the mercy of the world. 
I simply cannot believe that this is the 
proper approach to the solution of this 
problem. 

Mr. Chairman, I think further that the 
American taxpayer should not be deluded 
into thinking he is getting something for 
nothing. At the outset of this program, 
the tax will be oniy a fraction of what 
it must ultimately become to make the 
program financially successful, 

The bill we are now debating provides 
for a mandatory hospitalization pro-
gram financed by a payroll or social se-
curity tax, -together with a voluntary 
program for medical services financed 
partially by contributions and partially 
out Qf the general revenues of the 
Treasury. And still it does not attack 
the problem on the basis of the needs 
of the individual American citizen. 

Illness does not strike just those who 
are covered by social security. Those In 
need who are not covered are left almost 
in an unfortunate position as they are 
today. A truly good program would have 

No. 63-2 

been to attack this problem on this one 
basis-to provide care for those who 
who cannot afford to pay. 

The benefits would be obvious. Al-
lowing those who could afford to pay 
their own medical bills to do so, when 
multiplied by the thousands upon 
thousands of such individuals, would cut 
the cost to a portion of what it is to-
day.

I think of two individual cases of the 
past year involving constituents of mine, 
One involved a father who had brain 
surgery, remained in a coma for over a 
month and then passed away. The med-
ical bills were staggering in this case. 
The cost of such specialized surgery and 
equipment is beyond the means of most 
families to pay. A program that would 
have helped in this case is Justified. 

But there was another father of about 
equal age who entered the hospital with 
a rather minor ailment for a week. 
After treatment, he was returned to 
health and released, paid a hospital bill 
of less than $200, which he could afford, 
and has not had a health problem since, 
He did not need a program; he was fully 
able and willing to pay his own way. I 
can see no justifiable reason why the 
working man should be shouldered with 
an additional tax to help pay costs for 
a case such as the latter, 

This bill provides for 60 days of hos-
pital care and related benefits for the 
aged irrespective of financial need, with-
out any financial contributions from 
those already over age 65, and without 
regard to whether the individual may al-
ready be adequately protected against 
such costs. 

This does not take into account the 
results of catastrophic Illnesses. A long 
and serious illness might eaily run be-
yond this point of limited days, and 
again I emphasize, this program does not 
have its basis In meeting the real need 
of such cases of prolonged and serious 
illness. 

Further, this bill automatically ex-
tends these benefits to all of those pres-
ently over age 65, and to those who at-

there will be thousands of American citi
zens in dire need of medical assistance, 
who will not be covered and assisted. 
At this same time, there will be hun
dreds of thousands who will be receiving 
benefits who have no real need for them 
and would willingly forgo them in re
turn for a program that was based on 
need, at a much less cost and burden to 
the American taxpayer. 

I have studied and restudied this bill 
and all of its provisions. I sincerely be
lieve that while it has its merits, while 
there are provisions which I can support 
and would like to support, there are ma
jor provisions that I feel are not in the 
best interest of the American people. I 
am deeply concerned that it does not 
meet the needs that it was originally 
designed for-the aged who cannot af
ford the high cost of medical care. 

I sincerely urge that the House not 
pass this bill in Its present form and 
that It will send it back to the committee 
for further study and evaluation, in an 
effort that we might come forth with a 
program which has its basis in need, and 
would truly serve our elderly who cannot 
afford adequate medical attention. 

Mr. O'BRIEN. Mr. Chairman, this Is 
a historic day in the legislative history of 
the House of Representatives. At long 
last, we are demonstrating that our great 
Nation has the will and the way of meet
ing the health problems of our elderly 
people without stripping them of their 
dignity. 

While this bill covers the full spectrum 
of the aged, I am particularly elated over 
what it will do for a vast army of middle 
income and small business people, who 
labor all their lives to insure a decent 
standard in their declining years. 

These are the people who, through 
their taxes, have shouldered such a 
heavy share of our humane programs. 

Too often, I and our colleagues have 
witnessed the impact of a grave and 
costly illness upon these people in their 
old age. 

Where have they been able to turn? 
I know the gates of public welfare are 

tain that age before 1968, without regardthrbthekyotem asento 
to coverage under the social security 
system, except that the bill excludes 
certain Federal civil service employees 
and their families, irrespective of age. 

Anyone reaching age 65 after 1967 
must have the specified quarters, of coy-
erage under the social security system 
to be eligible for hospital benefits. It 
thus excludes all those in need who at-
tain the age of 65 without the requie 
quarters of social security coverage. It 
excludes those Federal civil service, em-
ployees I have mentioned. It does not 
meet their need, which might be just as 
acute as that of any of those covered by 
Its provisions, 

If experience is any basis, we can rea-
sonably expect that the tax rate In the 
bill will not be ad:equate to meet the 
financial demands of the program. Our 
experience is that the tax rate will be 
increased and that the wage base will be 
"updated" and expanded to provide addi-
tional funds to meet the increases In the 
cost of service, 

And all the while, Mr. Chairmian., 

costly for theskeypeope Strip yousbeleso 
cofsintly and ethe fruitsofri yoursepast 
ofdigenceietely hm werut pasthand willou 
yu gdbde ihu ot 
your ag ded c cabodieswilthout eost. 

Nowh under this billn theseipeoplecans
mrhit h odntiih er 
with heads high. No longer will they be 
forced to choose between death and 
pverty. They will be insured, not only
against the costs of ravaging illness, but 
against the loss of all the fruits of their 
diligence. 

I am proud to support this bill and I 
am proud of my country for the support 
a majority of its citizens have and are 
giving this humane bridge to a better 
tomorrow. 

Mr. RODINO. Mr. Chairman, I rise 
today in support of one of the greatest 
measures which has ever been before 
Congress in my time. Every year for 
many years now, the question of medical 
care for the aged has been pressing upon 
us, until it has grown and swelled into 
the comprehensive bill before us today. 
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And I believe that this measure is In-

evitable. There is room for argument on 
what the results of the bill may be, but 
there can be little argument over the 
necessity of this legislation. Some kind 
of medical care bill Is inevitable and it 
is my contention that the bill before us 
today offers the best possible solution to 
the problems it seeks to confront. 

I believe the moral character of a na-
tion can be accurately judged by the 
way it treats its elderly. 

It is to America's credit that this coun-
try has recognized, met and eased many 
of the special needs and unique problems
that beset our aged citizens after their 
years of fruitful labor are ended and 
they enter that strange new era of 
sharply curtailed income known as re-
tirement. 

The social security program, estab-
lished 30 years ago in the darkness and 
despair of the great depression, has pro-
vided a basis for financial independence 
for millions of senior citizens, 

Through the years, Congress has au-
thorized a succession of increases in the 
monthly payments under social security 
to compensate for the inexorable rise in 
living costs that strikes so cruelly at 
those who struggle to make ends meet 
on a fixed budget. Increased benefits 
notwithstanding, Congress has seen to 
it that the social security program re-
mains actuarially sound. 

Many other measures have been en-
acted by Congress to enhance the eco-
nomic and social well-being of our Na-
tion's elderly, including tax relief, a 
senior citizens' housing program and ex-
panded social welfare services, 

The biggest single unmet need-and 
many of us have been emphasizing it for 
years-is in the area of medical care. 
Just as a disease untreated becomes a 
plague, so the neglected medical prob-
lem has inc1rcased in complexitry and 
urgency, 

Those who argue that the bill before 
us is contrary to the traditions of this 
country, the tradition of self-help and 
independence; those who argue that this 
measure or one like it is no more inevit-
able than the downfall of private medi-
cine that will surely follow; remind me 
of an image evoked by Sydney Smith, the 
English parson, in writing about the 
need for electoral reform in 19th century
England: "In the midst of this sublime 
and terrible storm, Dame Partington was 
seen at the door of her house with mop
and pattens, trundling her mop, squeez-
ing out the sea water and vigorously
pushing away the Atlantic Ocean." 

This comparison of the House of Lords' 
attempt to stop reform to that of Mrs. 
Partington against the ocean may be 
applied equally well to the situation in 
which we find ourselves today. I believe 
the Medicare bill is a necessity in terms 
of needs, in terms of our ideals, in terms 
of our traditions. This legislation is the 
logical step in the evolution of our wel-
fare programs that has Progressed since 
the Social Security Act became law in 
1935. 

The bill is not, as its detractors claim, 
a radical proposal, but is simply just the 
next step in providing services and ft-
nances to select groups of those who 
are in need. 

The medical care portion of the bill, 
part I, amends the Social Security Act by 
adding two new titles-XVMI and 
XV1IX-to the Social Security Act. It 
establishes three new programs for 
health insurance and medical care for 
the aged. The first of these creates a 
basic plan providing protection against 
the costs of hospital and related care; 
the second authorizes a voluntary sup-
plementary plan providing physicians' 
services and other medical and health 
services to cover certain areas not in-
cluded in the basic plan; the third ex-
Pands the Kerr-Mills medical care pro-
gram for the needy and medically-needy 
and combines all the vendor medical pro 
visions for the aged, blind, disabled, and 
families of dependent children, now in 
five titles of the Social Security Act, un-
der a uniform programn in a single new 
title. This expanded medical assistance 
program is estimated to provide new or 
increased medical assistance to about a 
million needy persons during an early 
year of operation, 

Let me pause for a moment to ex-
amine just why these programs are nec-
essary in terms of need, in terms of our 
traditions, and in terms of our ideals. 

The number of elderly individuals re-
ceiving old-age assistance under the 
Social Security Act for November, 1964 
was 2,161,464, with an additional 217,336 
receiving medical assistance for the aged. 
In my State of New Jersey alone, in 
November there were 13,872 individuals 
receiving old age assistance with pay-
mnents averaging $81.25, $18.87 of which 
went as vendor payments for medical 
care, an average which is considerably 
larger than that of the country as a 
whole. In November in New Jersey there 
were 5,287 individuals receiving medical 
assistance for the aged, the average pay-
ment in this instance being $250.27, again 
a figure that is considerably larger than 
the average of the Nation as a whole, 

What do these figures mean? The av-
erage payment to a recipient of old-age 
assistance Is so low as to mean that 
there are a significant number of our 
elderly who cannot afford medical care 
adequate to the needs of their age. Le 
me quote at this time from the report of 
the Committee pn Ways and Means: 

Today, few older people are free of the fear 
that costly Illness will exhaust their savings, 
In many Instances the one or more episodes
of hospitalization which virtually all aged 
people .will experience can quickly dissipate
whatever savings they have been able to 
accumulate for their later years. The fre-
quent medical attention required by older 

filing existence and a drab retirement. 
Without the nest egg, hope gives way to 
despair and the glowing sunset years be
come chill, dark and empty. There are 
too many of our elderly who must re
gard death as did the poet Shakespeare 
as "Just death, kind empire of men's mis
eries." There are too many of our elder
l1y we feel, as did King Henry VI, that 
"Having nothing, nothing can they lose." 

Too many of our older citizens continue 
to exist in the threatening shadows of 
poverty and financial ruin, through no 
fault of their own. They have been 
trapped by the ever-rising cost of illness 
that has soared high above their ability 
to pay. The dollar that was set aside, 
often at considerable sacrifice, some 10 
or 20 years ago, buys only a fraction of a 
dollar's worth of medical care at today's 
prices. 

This is not as it should be in a country
that prides itself on its prosperity and 
on the concern it has f or its citizens. 
This is not as it should be in a country
that wishes its people to have freedom 
from want, from fear and from hunger. 
For the elderly in this country today
do not have that freedom. The bill be
fore us seeks to give them at least free
dom from the fear of the cost of sick
ness so that they may use their income 
to equip themselves against the pangs of 
hunger and of want. 

I have heard in the controversy that 
has accompanied this legislation that the 
bill is not justified by experience. I do 
not think that this is true; but if it were 
true, nations are sometimes compelled to 
act without experience for their guide, 
and to trust to their own wisdom for the 
anticipation of consequences. The in
stances where this country has been thus 
compelled to act have been eminently 
successful to date. Where were the prec
edents for the midnight ride of Paul 
Revere, or the legislation of the New Deal 
which helped to get this country back on 
its feet af ter a paralyzing depression? 
To those events, contrary to experience 
and unsanctioned by precedent, we owe 
the structure of this country today.

Extolling the past at the expense of 
the present is a sign of old age, and this 
is not a nation of old men. But it must 
be a nation that gives to its elderly the 
option of equipping themselves with an 
easily affordable insurance plan to pro
vide for the payment of doctors' and 
other specialists' services. At the very 
least, it must be a nation that gives to 
it citizens the vehicle by which they can 
contribute during their working lives to 
the fund out of which their health ex-

people suffering from chronic Illness can alsopesswlbeaiwhntynoogrbe a serious drain on their financial ie pne ilb ad hnte olne 
sources. A large and growing proportion of 
the elderly applying for public assistance 
have had to do so only because they cannot 
afford needed health care. Frequently the 
assistance for which they must apply is very 
limited in scope and inadequate to meet their 
needs, 

Mr. Chairman, the fear of major ill-
ness hangs like a sword of Damocles over 
the heads of our senior citizens. One 
strike is suffcient to wipe out a lifetime 
of savings at a time of life when it is 
impossible to replace. When that mod-
est, hard-earned nest egg is gone, every-
thing is gone. Those carefully nourished 
dollars are the difference between a ful-

are strong enough to earn the money
with which to pay those expenses.

The medicare provisions of this bill are 
but a continuation of the old-age insur
ance system that was initiated with the 
Social Security Act: They provide for 
the financing of Payments through a 
separate payroll tax and separate trust 
fund. It has been estimated that ap
proximately 17 million insured individ
uals-who-are presently eligible for social 
security benefits-and 2 million unin
sured would qualify for benefits on July 
1, 1966. The cost of providing basic hos
pital and related benefits to people who 
are not social security or railroad retire
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ment beneficiaries would be met from 
general revenues. There will be no prob-

lemsn obainig the revenues with 
which to finance these new programs, 

The voluntary plan with premiums of 
$3 are to -be paid by social security bene-
ficiaries by deductions from their bene-
fits-which, by the way, will be increased 
a minimum of $4 per month for all bene- 
fclearies so that all who so desire may 
participate-and matched equally by 
Federal revenue contributions. More-
over, the provision in the income tax law 
which limits medical expense deductions 
to amounts in excess of 3 percent of 
adjusted gross income, as well as the 
present limitation on medicine and 
drugs for persons under 65 are abolished, 
Provision is thus made for partial or full 
recovery of Government contribution 
from enrolled persons with incomes high 
enough to require them to pay income 
taxes, 

During the almost 2 months of de-
liberation over this measure I have heard 
much criticism of the architects of the 
bill. Now that it Is before us, we realize 
the Injustice this does to its authors. 
Men cannot sit down and draw up a plan 

earnings in determining need for aged Mr. Chairman, to borrow again a 
recipients of public assistance. It Is phrase from Shakespeare, "Let us make. 
estimated that some 7.2 million persostithceanglrofnApldy. 
will be eligible for increased cash pay-
ments under the Federal-State matching 
Programs.

Finally, this bill contains a provision 
aimed at helping another needy segment 
of our population. This provision in-
creases- the amount authorized for ma-
ternal and child health and crippled 
children's services over current author-
izations of $40 million in 1966 by $5 mil-
lion for fiscal 1966 and $10 million in 
each succeeding fiscal year to reach $60 
million in 1970 and after. In addition, 
it authorizes $5 million for fiscal 1967, 
and up to $17.5 million for each succeed-
ing year, for grants to institutions of 
higher learning for training professional 
Pe~rsonnel for health and related care for 
crippled children, particularly mentally 
retarded children and those with mul-
tiple handicaps. A new provision isth 
added authoriing a 5-year program of 
special project grants to provide compre-
hensive health care and services for chil-
dren of school age or preschool children, 
particulariy in areas with concentrations 

Mr. O'NEILL of Massachusetts. Mr. 
Chairman, a generation ago the United 
States established a system of contribU
tory social insurance providing Protec
tion against the loss of earnings due to 
retirement in old age. This social secul
rity program has been broadened and 
umproved so that today it covers prac
tically all kinds of employment. It pro
vides protection for families of retired 
workers as well as for the worker him
self, for survivors of deceased workers, 
and for totally disabled workers and 
their dependents. The program has 
been adjusted from time to time to im
prove the protection provided, thus re
sponding to social and economic changes 
in our society. 

However, an examination of the ade
quacy of social insurance protection for 

aged clearly shows that the exist
ing programs providing cash benefits are 
not enough to meet another pressing 
problem faced by today's aged-the prob
lem of unpredictable costs of health care 
and low incomes with which to meet
these costs. I am convinced that the 
bill before us for consideration would 
meet this problem; its major thrust is 
to enable people to contribute from earn
ings during their working years for pro
tection against hospital and related costs 
atrae6 hnterIcm sgnr 
ally curtailed. In addition, the bill 
would provide for a voluntary supple
mentary plan-financed out of monthiy 
premiums from beneficiaries with match
ing amounts from Federal general rev
enues-for Protection against the cost 
of Physicians' services and a variety of 
other health costs. And the bill before 
us would make important improvements 
in the existing social security program 
and in the Federal-State public assist
ance programs. 

NMD FOR PROTEMON 

The financial resources of older People 
are extremely limited. They have, on 
the average, only half as much income as 
younger people, and they have little in 
the way of assets that could be used to 
supplement this. income. One-fourth of 
aged families, and one-half of the aged 
living alone, are at or below the poverty 
level. This situation Is not likely to 
improve substantially. The increasing 
frequency of early retirement Plus a 
longer life span will mean more years 
over which retirement resources will 
need to be used. 

While their incomes are low, total 
health expenditures of people past 65 
are very high-twice as high as those of 
Younger People. In the case of hos
pital expenses, the ratio is almost three 
to one. Thus, older people have a spe
cial problem arising from the cost of 
health services-they need more care and 
they have less money to pay for -it. 
This need is aggravated by the fact that 

health costs are rising and will undoubt
edly continue to rise. As' a result, many 
aged People have been- crippled finan
cially by high health costs and have had 
to rely on their children for help, obtain 
medical care through private charity, ap

asa cmplx muh e-seOf low-income families. And last, thereths wih a 
and as much exactness, and with as com-
plete gratification of their wills, as an 
architect can do in building or altering 
a house. The works of legislators are 
not the works of calm wisdom-they are 
not the best that a dreamer of dreams 
can imagine. It Is enough if they are 
the best plans which the times inwihof 
they 'act will permiit. 

This bill does fit the needs of the mo-
ment. it is tailored to meet the needs 
Of our elderly through its medical care 
provisions, the increase in the benefit and 
coverage provisions and the revision of 
the financing structure of the Federal 
old-age, survivors, and disability system, 

andinthexanio ofexstng ubic 
assistance programs. 

Mr. Chairman, I would like to mention 
briefly these additional features of the 
bill. Old age benefits are increased by 
7 percent across the board, with a $4 
minimum increase for a worker retired at 
65, an increase I have long supported. 
I have been a strong advocate, too, Of 
reducing the retirement age at which 
eligibility begins, to 60, as I am delighted 
to see the provision which provides 
actuarially reduced benefits for widows 
at age 60. I am delighted also to see the 
continuing benefits up to age 22 for cer-
tain children in school, the liberalization 
of the definition and waiting period for 
disability insurance benefits, and the in-
crease in the amount an individual is 
permitted to earn without suffering de-
duction from benefits. The tax schedule 
and the earnings base are revised to 
finance the changes made. 

The public asistance programs are ex-
panded by: increasing the Federal 
matching share for cash payments in 
State programs for the needy aged, blind, 
disabled, and families with dependent 
children; elimninating limitations on Fed-
eral participation in public assistance to 
aged individuals in tuberculosis and 
mental disease hospitals under certain 
conditions; and affording the States 
broader latitude in disregarding certain 

is a provision providing grants of $2,750,-
000 for fiscal year 1966-67 to assist the 
States to implement and followup plans 
and other steps to combat mental re-
tardation authorized under section 1701 
of the Social Security Act. 
ofrth 89haiCongressothat werwen afaid 

chane fortheakCfohngresta e.wer haveai 
sfcaid geforetheatkterefchangbe.lIt harve 
madentover thetnheessity of leistleationuo 

t~sovrtAn ith yoncsis hereningltatioeven 
those goroup And indivereidual whot weren 
mhost goutspokenlynopposedltowmedical 
care foruthpoenedely havoedcomediatlas 
carefognthe thatrlthaeproblem can nos 
longrbeognize ta h rol.cnn 

I honestly believe that this is the bet 
bill to meet our needs today. The bil 
and the problems it seeks to confront do 
fit so exactly that we can say they were 
made for each other. There will be mis-
takes at first as there are in all changes, 
but reasonable men who know what to 
expect will find that a very great good 
has been obtained, 

It has been said of this country that 
it is exempted, by its very newness as a 
nation, from many of the evils of the old 
governments of Europe. It has no mis-
chievous remains of feudal institutions, 
and no violations of political econom~y 
sanctioned by time, and older than the 
age of reason, 

The Social Security Act is not sacro-
sanct. It has been amended and im-
proved in the past, so let us improve and 
amend it today. Let us remove the 
ominous specter of major Illness, and 
most of our elderly will find they can 
enjoy their autumn years in relative 
comfort and with new peace of mind, 
secure in the knowledge they will not 
live out their lives as demeaned- charity 
cases beholden to Government doles. 

I am certain that this bill will lengthen 
and strengthen the warm glow of the 
sunset years for all of our older citizens-
today, tomorrow, and for generations to 
come. I urge Its swift, unanimous ap-
proval. 
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ply for public assistance or go without 
adequate attention, 

Although the Problem of financing 
health costs of Younger People is being 
met to a large extent by Private Insur-
ance organizations, most of the aged 
cannot purchase effective health insur-
ance protection at a price they can af-
ford to pay. Despite years of efforti and 
hard work by voluntary insurance or-
ganizations, only a little over half of the 
elderly have any kind of health insur-
ance coverage and most of what they do 
have is very limited. The basic difilcul-
ty has been that the cost of private in-
surance is necessarily high because the 
aged need so much in the way of health 
care. They are unable to pay the cost of 
premiums for adequate insurance from 
low retirement incomes and can ordi-
narily obtain health insurance only on 
the expensive individual, nongroup ba-
sis. As a result, most voluntary health 
insurance within reach of the pocket-

will provide protection against the costs 
of inpatient hospital care;- and related 
services which can frequently take the 
place of inpatient hospital care, for 19 
million older people. Over 99 percent 
of the aged would receive protection un-
der the basic plan. In addition to the 
inpatient hospital care, the basic plan 
would cover posthospital extended care, 
organized home health services and out-
patient hospital diagnostic services. Coy-
erage of these important alternatives to 
Inpatient hospital care would help sub- 
ordinate financial considerations to med-
ical considerations In decisions on 
whether inpatient hospital care or some 
other form of care would be best for the 
patient. 

The basic hospital insurance plan will 
be financed by a special, earmarked 
earnings tax paid by employers and by 
workers during the years while they earn 
and are best off, 

Mr. Chairman, in addition to the basic 

Thursday, April 8, '1965 will, I believe, 
go down as another great day in Amern
can history for it will be recorded that 
the House of Representatives on that day 
adopted one of the greatest social se
curity bills since the original act. For 
upon the cornerstone built on behalf of 
the well-being of the American people 
30 years ago is being erected the struc
ture of a great social security system-
one which will provide true protection 
against want in old age, and one which 
is "plainly national in area and dimen
sions." 

The Social Security Amendments of 
1965 face up to the growing need of older 
people for protection against the mount
ing costs of the fine medical care avail
able in this country today. As the able 
report of the Committee on Ways and 
Means points out: 

Today, few older people are free of the 
fear that costly illness will exhaust their 
savings. In many Instances the one or more 
pisodes of hospitalization which virtually
l aged people will experience can quickly

pla, tis illoffrs asuplemntay panbook oftheage isveryinaequtecoy
20 perentdeoftheir medi-erokso therhapsd 

erin pehap 20percnt f teirmed-
cal costs. 

And public assistance programs can-
not and should not be relied upon -to 
meet the problem of high health costs 
and low incomes of the aged. Because 

of fnanialpriritessomStteshavof fnanialprirites assis tances pro-
not developed medical asitnepo 
grams, and other States are forced to 
severely restrict the help that can be 
given. Public assistance by its very na-
ture can only benefit the very need,-
there must be a requirement that the 
person demonstrate he can no longer get 
along on his own. This "means test" 
often Involves Investigation of the aged 
individual's personal affairs, and those 
of his family. Many aged people would 
rather forgo needed medical care, even 
to the detriment of their health, rather 
than ask for charity. These are serious 
deficiencies in public assistance but the 
most serious deficiency is that public as-
sistance does nothing to preserve the fi-
nancial security of the great bulk of the 
aged who are able to get along unless 
or until serious and costly illness occurs; 
public assistance does nothing to remove 
this threat to independence and self-
support, 

It Is clear then that public assistance 
programs and private health insurance 

cano, yhesevsmet heprblm 

forhi peo lewoffare ageuppleandtovr. pln
fo peplewhoareage 5 ad oer.In-dissipate whatever savings they have been 
dividuals who voluntarily enroll in this 
program would receive protection against 
the cost of physicians' services and other 
medical and health services in and out 
of medical institutions. This program
woud b fiancd trouh sallmonhlypremiums piaid byhprticipsallmntshan 
rmu adb atcpnsadhad 

matched by a Federal Government gen-
eral revenue contribution, 

Mr. Chairman, I congratulate the 

able to accumulate in their later years. The 
frequent medical attention required by old.: 
er people suffering from chronic illness can 
also be a serious drain on their financial re
sources. 

A large and growing proportion of theelderly applying for public assistance have 
to do so only because they cannot at

ford needed health care. Frequently the 
assistance for which they must apply Is very 
limited In scope and Inadequate to meet 

mebrfteCmmitte oWasndtheir needs. 
Means from this side of the aisle who 
have presented us this fine bill. And I 
express my great admiration for the 
leadership of the great chairman of that 
committee, my esteemed colleague from 
the State of Arkansas, who exercised 
statesmanship of the highest order in 
cosrcigabl hc an hav-vr 
;wie supporlt. I can assure the Members 
of this body that, In the words of our 
President, "a tremendous step forward 
for all of our senior citizens" will have 
been taken when we pass this great piece 
of legislation. 

Mr. BOLAND. Mr. Chairman, when 
President Franklin D. Roosevelt signed 
the Social Security Act of 1935, on Au-
gust 14 of that year, he described it as 
a "cornerstone" upon which a great sys-
tem for the protection of the American 

The bill before us today meets this 
problem in a number of ways. First, it 
establishes three new programs for 
health insurance and medical care 
for the aged under the Social Se
curity Act by setting UP first, a 
basic hospital insurance plan provid
ngProtecti aga4nttecsso 

hospital, related post-hospital care-
skilled nursing home and home health 
visits--and outpatient diagnostic serv
lces for individuals 65 or older, financed 
largely through the social security meth
od; second, a voluntary "supplementary" 

plan providling physicians' and other 
medical and health services financed 
through monthly premiums of $3, 
matched equally by F~ederal Govern
ment revenue contributions; and third, 
an expanded Kerr-Millis medical care 
program for the needy and medically
needy which would combine all the yen
dor medical provisions for the aged, 
blind, disabled, and families with de
edn hlrn o nfv ilso h 

pendingScuridren t,noInfive titlesfofrth 
program in a single new title, with the 
Federal matching share also being in
creased. 

To improve the health services avail
able to our young people as well, the bill 
would, among other provisions, greatly 
strengthen existing programs for mater-

and child health and crippled chil
dren's services and establish a new 5
year program of special project grants 
to provide comprehensive health care 
and services for children of school age or 
preschool children, particularly in areas 
with concentrations of low-income fami-
Iles. 

I am also pleased to see that the cash 
benefits program is strengthened in a 

canotby eettheprolempeople would be built. That August day hemelvs,
created by the combined effect of high exactly 30 years ago marked a momentous 
health costs and low income in the aged. change in our way of life. To my min 
The problem requires an approach that it sets the point at which we recognized 
does not depend on payment of the en- ta ehdmtrda ain o 
tire cost - of protection after retirement that, wer thadfrs tured as auNatoun.tryorm 

butinseadenalesindvidalsto ay orhistory the Federal Government recog-
protection against the major cost of ill-
ness in old age over the course of their 
working lifetimes. The method of con-
tributory social Insurance, which under-
lies the present social security program, 
offers the only practical way of making 
sure that almost everyone will have hos-
Pital protection in their old age. This 
bill provides this essential part of the 
answer to the problem. 

PRO VISIONS OF THE BILL 

Iwudlkno tocmetbifyNation." 
on thwoul hieat insurancomenprogramsfor 

nized that meeting its responsibility for 
promoting the general welfare in a 
rapidly industrializing society called for 
this new kind of protection. As Mr. 
Justice Cardozo said, in delivering an 
opinion of the Supreme Court on the 
soilisrnepormw a oenal 
to the place in our country's history 
where "needs that were narrow or paro-
chial a century ago may be interwoven 
in our day with the well-being of the 

He continued: 
What is critical or urgent changes with the 

on te to proramfortimes. The problem of preventing want inhelthinsuanc 
persons over age 65, which would be old ag'e is plainly national In area and di-
provided for in this bill. The basic plan mensions. 
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number of ways. The 7-percent increase 
across the board-the first since 1958-
is not only a greatly needed liberaliza-
tion but it will also make it possible for 
many People to purchase the $3 a month 
-supplementary plan. The liberalization 
of the earnings limitation Is another ad-
Justment to modern times which will be 
welcomed by many people. Finally, I 
Was Particularly pleased that the com-
mittee added the provision adopted last 
year, but lost when the bill died in con-
ference, which would continue benefits 
to dependent and surviving children 
beyond age 18 and up to age 22. For, as 
the committee report states: 

A child who cannot look to a father for 
support (because the father has died, is dis-
abled, or has-retired) Is at a disadvantage in 

competigeucaionhs s cmpaed ith a Child who can look to his father for support, 
Mr. Chairman, the Committee on Ways

and Means is certainly to be congratu-
lated for the careful but comprehensive
consideration and wisdom they have 
shown on all Parts of the bill they re-
ported to this body. It Is, indeed, a 
great bill, and a historic bill. It meets 
the challenge of our President as to our 
obligation for advancing the Nation's 
health ina way which, I believe, calls for 
bipartisan support. For, as the Presi-
dent said in his health message:

The health of our people is, inescapably,
*the foundation for fulfillment of all our as-
pirations. 

And it recqgie 
what is critical or uretchat- s ih 

I also want to indicate that this bill 
Imposes a liability of approximately $35 
billion on the social security system, or 
on all employed persons presently paying
social security taxes. 'This endangers the 
strength of the system itself, and raises 
the question as to just what upper limit 
we In the Congress think taxpayers will 
tolerate in payments into the system in 
order to keep it solvent, 

The bill provides only modest increases 
in the payroll tax in the early stages of 
the program. But sharp increases come 
later. This is another example of politi-
cal scheming, and is like telling the 
country: "Yes, we are fiscally irrespon-
sible, but we in Congress have enabled 
the country to delay the day of reckon-
ing. The big bills will come later." 

The bill is also not entirely fair to tax-payers, because a payroll tax is a regres- 
sive tax. It hits the lower and middle 
income people the hardest. No consider-
ation is given to an individual's ability 
to Pay. 

I support several provisions of the bill, 
It is gratifying, for example, that after 
years of delay, the need is now recognized
for liberalization of the earning test for 
the aged who seek to supplement their 
social security benefits with outside earn-
ings of their own. My bill;-H.R. 5236, on 
this issue is only one of many, and action 
on this point is long overdue,

I also support the 7-percent increase 
in cash benefits, the provision for low-
eagthtlgiiiy-g-ro 2to6 or 

was one of the firmest foundations ever 
constructed for our continuing prosperity 
and economic stability.

I am proud to support this bill as re
ported by the Committee on Ways and 
Means. It is far better, in the coverage
it contains and the financial hazards it 
helps our older citizens to guard against,
than. we had dared to hope for just a 
few months ago. For the bill now not 
only contains a prepayment hospitaliza
tion insurance program such as called 
for in the King-Anderson bill, but also 
includes the essential features of a vol
untary health insurance program for the 
retired such as we have had for some 
years for retired Government employees.
The bill, furthermore, authorizes a very
substantial broadening of the Kerr-Mills 
program which wepassed in 1960, butwhich some States, like Missouri, I am 
sorry to say, have never Implemented. 
I hope Missouri will finally put the Kerr-
Mills program into effect. 

Furthermore, the cash benefits of re
tired workers and their dependents, and 
of the widows and dependent children of 
workers who have died, will all be in
creased by this legislation now before 
us. 

MISINFORMATION ABOUT THE LEGISLATION 
Mr. Chairman, I have been deeply con

cerned over the misinformation which 
was spread so wildly about the possible
effects of this legislation. Quite a num
ber of older people now living on small 
social security annuities have written me 

widows, and the amendments to theInfaadditeshtaoponfa 
urgntchngs.wththrK a nsprgrmprepayment hospitalization insuranceThe Republican proposal is fo a I-Program for the retired, and of a vol-Mr. EDWARDS of Alabama. Mr. 

Chairman, I rise in opposition to the por-
tion of this bill which would impose a 
compulsory payroll tax in order to fi-
nance a system of hospital benefits. I 
Support most of the other provisions in 
this bill. 

The disadvantages of the compulsory
payroll tax in financing a program of 
hospital benefits are so substantial as to 
outweigh the advantages in other parts
of the bill, and therefore, it is my inten-
tion to support the Republican motion to 
recomm-it, and to oppose the committee's 
bill. 

Every American, regardless of his re-
ligious- beliefs, should have an oppor-
tunity to make his own decision regard-
ing participation In a Government pro-
gram of hospital insurance. First, this 
program assumes that all citizens over 
65 have similar needs for hospitalization
help. In actuality, though the need of 
some is beyond question, many others 
have neither a need nor a desire for out-
side help in paying for their. costs of ill-
ness. Second, many Americans feel 
deeply about their own self-reliance, and 
would reject the imposition of Govern-
ment Programs. They are determined 
to take ca-re of themselves and of their 
families. And I submit this is a char-
acter trait we should encourage, not dis-
courage. 

In addition, this is an inefficient way
of providing help where it is needed. The 
taxes paid by Younger workers under this 
bill will not be commensurate with the 
benefits received by those over 65. We 
need to formulate programs with greater
efficiency;' 

tional health insurance fund financed 
partly through voluntary participation
and partly through general revenues. 
This program provides comprehensive 
care, and would not seem to promise 
more to needy people than it can produce.

It is completely voluntary, it preserves
the role of the States in providing indi-
vidual assistance, and its cost would be 
more in line with actual benefits received. 

I want to emphasize that persons over 
65 who need financial help should have 
It. I regret that those of us who oppose 
a compulsory payroll tax are pictured as 
somehow being against senior citizens 
I oppose the compulsory payroll tax not 
because I am against senior citizens but 
precisely because I want to see the Gov-
ermient do the most effective job pos
sible for them, 

The compulsory payroll tax will not do 
the job. It will bind us all more closely 
to the rigid structure of Government di-
rection without providing the most effec-
tive help possible. 
- We need a voluntary programi with fi-
nancing assistance from general reve-
nues, and I am hopeful that we can 
achieve it. 

Mrs. SULLIVAN. Mr. Chairman, the 
House of Representatives is taking a 
great and historic step forward in the 
passage of the most important social 
security bill since the original act was 
written into law in the first administra-
tion of Franklin D. Roosevelt-the 1935 
act which was condemned and attacked 
In the 1938 election as a "tax on pay-
rolls" and as a disaster for American 
labor and American business. The orig-
inal act, of course, was no disaster-It 

untary health insurance program such 
as this bill also authorizes, would bank
rupt the social security fund and jeop
ardize their monthly cash benefits. 

One poor woman wrote to me: 
I do not Want, to take the risk of having 

m~y $87 a month cut off pecause the fund 
Is broke from paying the hospital expenses
of wealthy people who don't need any help. 

Others voiced similar fears. Of course,
the hospitalization insurance program
Will be financed under a completely sep
arate fund-just as is the social security
disability program-so that the month
ly annuities received by retired workers 
or by survivors of workers could not be 
adversely affected in any way, no mat
ter what might happen to the special
hospitalization insurance fund. A spe
cial Payroll tax will be levied just to 
cover hospitalization insurance. All 
money received from that special tax will 
go into a separate fund just to cover 
insured hospitalization expenditures.
The main social security fund, covering
old age and survivors insurance, will not 
be subject to any withdrawals for hos
pitalization or health insurance or dis
ability insurance or for the Kerr-Mills 
program or any separate and distinct 
social security programs. 

OPPOSITION IS BSEDm ON WRONG PREMIISES 
I can understand, if not agree with, 

the fears expressed by many of the doc
tors that because the Federal Govern
ment is going to help pay part of the hog
pitalization costs of elderly people coy
ered by social security, that in some way
the Federal Government will insist upon
telling the individual doctor what treat
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ment to provide, or which Patients to 
send to the hospital for operations. No 
such thing can happen under this legis-
lation. The Federal Government admin-
isters a health insurance Program for 
millions of active and retired Federal 
employees, but does not tell'any doctor 
what to prescribe, or what to charge, or 
how to treat any patient, or what patient
he may or may not send to the hospital
for an operation. 

Thirty years or so- ago when the Blue 
Cross program was being started, the 
American Medical Association, as I re-
call, was extremely critical and unhappy
about this idea, too. The same fears 
were expresed, only that time it was that 
a hospital administrator-rather than a 
Federal bureaucrat-would attempt to 
tell the physician how to prescribe, or

-Awhat to provide in the way of treatment, 
or which patients to send to surgery.
Since then, the medical societies have 
learned the value of the prepayment in-
surance idea, and the Blue Shield pro-
gram is a good example of how this les-
son was put to use, 

The voluntary health insurance pro-
gramn set up under the social security bill 

the families of young practitioners who 
die leaving widows with small children. 
I am glad to see this discrimination 
ended, just as I was when we made the 
same change/some years ago for dentists,
lawyers, and all other self-employed
workers and professionals except physi-
cians. 
REPRESENTATIVE WILBUR MILLS ACCOMPLISHES 

ONE OF THE GREATEST ACHIEVEMENTS IN CON-
GRESSIONAL HISTORY 

Mr. Chairma~n, I want to express my
deep. personal gratitude to Chairman 
WILBUR MILLS, of the House Committee 
on Ways and Means, and to all of the 
Democratic members of that great comn-
mnittee, for unanimously joining in re-
porting this outstanding social security
bill. Mr. MILLs has accomplished one of 
the greatest achievements in the history
of the House of Representatives, in win-
ning the combined support of all of the 
liberal and conservative Democrats on 
the Ways and Means Committee for a bill 
which takes a giant step forward in so-
cial security coverage. The Mills bill is, 
as I said, the most important social se-
curity bill since the original act was 
Passed Just 30 years ago. Of all of the 

I will vote against the motion to re
commit and vote for the bill on final 
Passage, and I ask that whoever is in
clined to do otherwise carefully re
examine his intentions if they spring
from party considerations. 

Mr. WOLFF. Mr. Chairman, at an 
earlier date, I spoke before this august
body on thle medicare bill. At that time, 
I set forth the pressing need for a medi
cal program to give security to our senior 
citizens. This need is still with us. 

Before the House, we have a new and 
better medical security proposal. This 
plan now offers comprehensive coverage.
It meets all objections to the previous
proposal; in short, It Is a superlative
piece of legislation. Those sections of 
the original medicare bill, the eldercare 
bill, and other proposals which had merit 
have been combined into one legislative
work. Not only have all objections that 
may have been raised to the medicare 
bill been abrogated, but we now have a 
bill that has additional strength through
incorporating the good points of these 
alternative plans. 

This is a bill, which meets the needs of 
our country head on. This is a bill that 
can satiate our demands for medicalsecurity. I have worked hard for, and 
in fact cosponsored, the medicare legisla
tion for this Congress. it is indeed 
gratifying to see the fruition of this 
work, this excellent bill, before this 
House.

The American people must bear the
fruit of this Proposal; we must pass this 
bill. 

Mr. COHELAN. Mr. Chairman, I rise 
in support of this farsighted and long-
needed bill to provide adequate yet rea
sonable health care protection for our 
Nation's older citizens. 

The dimensions of the problem which
necessitate this bill are familiar, but a 
few facts are worth repeating, worth em
phasizing, and worth remembering.

People over 65 have a far greater need 
for hospital and medical care than their 
younger neighbors. They use hospitals
nearly three times as much and their 
health costs are fully twice as high.

But this increased requirement comes 
at a time when thes olderAmrcn 
are least able to afford it. It comes when 
the costs of health insurance are highest
and when their incomes, on the average,
and in the great majority of cases, are 
the lowest. 

Almost half of those 65 and over and 
living alone receive less than $1,000 a 
year, and three-fourths receive less than 
$2,000 a year. 

Only half have any health insurance at 
all and only a; handfull-perhaps 1 in 
20-have protection against as much as 
40 percent of their health costs. 

The discoveries of medical science have 
been exciting. The increase in life ex
pectancy-from 49 to 70 years of age in 
the last 65 years--has been remarkable. 
But it is not enough for a great society 
to add new years to life. We must also 
add new security, new protection, and 
new meaning to that life. 

Mr. Chairman, from the extensive mail 
I haver eceived on this subject and from 
the opinion polls I have sent to my con
stituents, I am firmly convinced that 
most Americans do not want this prob

he ous ofRepesetatveslegislationnowbefre those of us in the Congressnwil befoe ith HoussbefralofRepresenaive 
citizens to obtain insurance-for which 
they will pay a monthly premium-to as-
sist in the payment of medical bills. The 
advertising campaign in behalf of the 
AMA's so-called eldercare bill as a sub-

stittehe oringAndrs-n bllthestituted thf lmtairsi the King-Adro bil 
Anderson bill, which did not provide any
assistance in Paying doctors' bills and 
other medical expenses. Now the social 
security bill has been amended to cover 
a portion of such costs. So anyone who 
Opposed the King-Anderson bill on the 

grond hatit Pniwidnnt Ly f
hreun that tldrlmeet goe hihar tsO 
hedclp th elderly thle hoigh cossofre mee 
mosedical car shpould behabl now, in goodh 

today have been privileged to vote for 
during our congressional careers, this 
social security bill we are now passing
will be one of those measures we will 
always look back upon with the greatest 
pride for the Part we have been given

opportunity to play in the legisla-
tion's passage, 

Every bill we pass is touched with 
great importance to some Americans,
This one represents a most vital mat-
ter-vital in the literal sense of longer,
healthier lives-for every American. I 
salute Chairman MILLS for guiding it to 
commuittee approval and House passage,
and I salute President Johnson for giv-
ing this greatly expanded bill his offi-
cial support, even though it goes far 

contsctienet support thisrewty bilwihbeyond his original recommendations. 
meeTOS this pErobe dAIIrEc Tly. LUE This is a proud moment for each of us 

UOTRNDTEIR OCAML EUIESTO EICUE voting "Yea" on this bill, 
SC~1'TM. ANftSCA IGILLIGAN. Mr. Chairman, 

The opposition of the American Medi- rise in support of H.R. 6675, and I want 
cal Association over the years to anything to congratulate the chairman and mem-
and everything about social security has bers of the Commitee on Ways and 

ha te oneqene for their very fine work in thisf eein al el-Means 
employed Physicians out of the social se-
curity system. They are the Only pro-
fessional people, or self-employed pee-
ple, not now covered. Their spokesmen
maintained that doctors as a group never 
retired-that they worked right on 
through their later Years--and thus 
would never benefit to any large extent 
from the social security retirement pro-
gram. 

What the spokesmen for the Profes-
sion failed to point out, or apparently to 
Consider, was that many Young physi-
cians die each year from heart attacks, 
overwork, or other causes before they 
can establish any real financial security
for their families, and their widows and 
children-alone among all groups of 
AmericanIs-received no survivorship
benefits under social security. I knaw 
Personally of a number of cases of this 
nature, Where the Widow has faced a 
real struggle. This bill ends this dis-
crimination, which has been self -im-
Posed by the medical professional against 

most difficult task, 
This is a good bill, well designed in 

every respect to meet the urgent needs of 
this country's elderly citizens for ade-
quate health care. VIor too long has this. 
need been unfulfilled because of partisan
conflicts and entanglements. Now is the 
time for all of us on both sides of the 
aisle to join in passing this bill without 
a dissenting voice. This bill will pass-
about that I have no doubt. The larger
the margin of approval, the better it will 
be for everyone in this Chamber and 
throughout the country. 

Mr. Chairman, I have read this bill 
carefully and the hearings with close 
attention, and I have listened closely to 
the debate. I have searched the corners 
of my mind for Possible unwarranted as-
sumptions and have found none. I have 
examined each section of the bill and 
found nothing objectionable. I have 
heard nothing in this debate to arouse 
any doubt about the necessity and wIs-
dom of this bill, 
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lem met by more lenient welfare pro-
grams. What they want, and what the 
need, is an insurance system under which 
all workers can pay, during their pro-
ductive years, for protection against the 
hospital and medical costs which they 
will increasingly meet in their later 
Years. 

This bill meets that test, and it does 
more. But it does not remove individual 
responsibility. Rather it increases it, 
and this is as it should be. 

I am Particularly pleased, Mr. Chair-
man, that the Commiittee on Ways and 
Means has added a voluntary, supple-
mental plan to the basic protection 
against hospital and nursing home care. 
By covering payments for physicians and 
related costs through small monthly 
Premiums, a great area of need, other-
wise all too often neglected, is being met, 

I am also pleased that the committee 
has Provided for a-7-percent increase in 
social security cash payments. Not only 
Is this increase long overdue, but the 
minimum increase of $4 per month will 
insure that no worker will be excluded by 
reason of cost from the supplemental
plan. 

There are provisions of this bill I would 
change. For example, I am opposed to 
the deductible which must be paid for 
hospital and medical care. I am in corn-
plete sympathy with -itspurpose but the 
fact remains that some who axe In need 
will be excluded and no one should be 
subjected to the humiliation and de-
gradation of a means test. 

But on balance. Mr. Chairman, this is 
a good bill. It is an essential, fair, and 
reasonable bill. It is a bill we have dis- 
cussed a decade now and more and it 
should be passed with strong Support as 
a constructive response to a pressing
national problem.

Mr. WILLIZAM D. FORD. Mr. Chair-
man, it is indeed a proud moment in my 
life, to be recognized by my dear friend 
and fellow Michigan Congressman, JOHN 
DINGELL. We of Michigan are all proud 
that our colleagues in the U.S. House Of 
Representatives have chosen you to be 
the presiding officer of this great legis-
lative body during the entire debate on 

temedicare bill during the past 2 days. 

District of Michigan, as an influential 
member of the Ways and Means Corn-
mittee, was one of the chief architects 
of H.R. 6675 as we find it before the 
House of Representatives today.

I want to offer my wholehearted and 
enthusiastic support for H.R. 6675, the 
Medicare and Social Security Amend-
ments of 1965. I firmly believe that this 
action is long overdue, and that we have 
too long ignored the health care needs 
of America's older citizens. The need for 
improving amendments to the Social 
Security Act contained in this bill is 
equally urgent. 

The most serious threat to the security 
and peace of mind of our senior citizens 
is the high cost of illness and medical 
care. Statistics show that 8 out of every 
10 persons aged 65 or older have some 
type of serious illness. They require
hospital care more often than younger 
persons, and they must stay for longer 
periods of time. And yet, nearly half of 
America's retirees have no form of 
health insurance, 

Scientific advances have and are add-
Ing years to man's lifespan. In the 
United States today are more than 18 
million persons who have passed the age 
of 65, and their ranks are increased each 
year by another 1,500,000. By 1975, we 
shall have more than 33 million over 65. 
Unfortunately, this is the most neglected 
segment of our society. I consider it a 
national disgrace that our Nation has 
delayed so long in making adequate
health-care provisions for our senior 
citizens, 

Thirty Years ago, we established a 
social security system to provide some 
measure of financial independence for 
retirees. Blat we have done virtually 
nothing to free them from the fear of 
becoming a financial burden on their 
children due to illness. 

These millions of Americans contrib-
uted from their paychecks for many 
years to help assure themselves of inde-
pendence and security with dignity In 
their old age. I think that they are en- 
titled to this as a matter of right, not as 
a matter of welfare or benevolence, 

Our senior citizens, Mr. Chairman, are 
a valuable and important segment of our 

This bill is so comprehensive that in 
the brief time allotted to me I will con
centrate on the health insurance provi
sions, which will help more than 17 mil
lion older Americans. 

Other parts of the bill also make im
portant and necessary improvements in 
our whole pattern of social legislation. 

The bill extends the benefits of the 
Kerr-Mills program to other groups in 
the population who are as disadvan
taged as the elderly-the blind, the dis
abled, children who cannot be adequately 
supported by their parents-and who 
would not be able to provide necessary
medical care for themselves. 

This bill also authorizes increases in 
expenditures for the maternal and child 
health and crippled children programs 
who are designed to help mothers, and 
handicapped children in need. A new 
provision is added to the Social Security
Act which will authorize special health 
care to unfortunate young children, who 
need this help in order to do adequate
schoolwork and to lead a normal life. 

The Social Security Amendments of 
1965 will help bur elderly citizens in 
many ways since it authorizes improve
ments in the basic social security system 
as well as begins a new program of health 
insurance. The basic hospital insurance 
Plan will give Protection to Americans 
over 65 against the costs of hospital,
related post hospital care-skilled nurs
ing home and home health visits-and 
out-patient diagnostic services. These 
benefits would be financed through a 
separate payroll tax and a separate trust 
fund. Those senior citizens who are not 
eligible for social security benefits would 
be covered out of general revenue. 

This basic plan, which would lighten 
the dark cloud of financial worry that 
hovers over the elderly, would be sup-
Plemnented by a voluntary plan providing 
physicians' and other medical and 
health services financed through monthly 
premiums of $3 by individuals matched 
equally by Federal Government revenue 
contributions. Most of our older Amer
icans would join this plan. They would 
be able to do so because of the 7 percent
across-the-board Increase in social secu
rity benefits, which would more than

the cost of premiums.
Idontclthsppselgiain

revooltionary. Ithis aronaturaldeveslatop
mentlugivenay Ithescmarnatively dvlowp

nancial position of the elderly and their 
lack of resources to cover medical ex-
Penses. Americans over 65 are more 
likely to have serious illnesses, and need 
hospital care, than are any other age 
group; and they are least able to pay 
either out of savings or through private 
health insurance, which is too expensive
for their limited budgets. 

Today too many senior citizens are 
denied even all the necessities of life 
because of the burden of illness and the 
fear of dependence. We in Congress
have the opportunity, and the duty, to 
make the life of these older Americans 
a more Pleasant one, to allow them to 
enjoy their later years in the peace and 
comfort which we all hope will surround 
our own years of retirement. 

Mr. MICHEL. Mr. Chairman, I find 
myself in a very difficult situation today,
for this bill, H.R. 6675, entitled "The So-

the gor apin o ogrs ncover 
ourcamaind fo LetDuring-o164 Congress IanyPopulation. us not forget that the
th fllof194,yu haedmaybenefits we enjoy today are the results ofndI 

speaking platforms from which we prom- their work and dedication in Past years.
ised the people of our districts that wemetginthcoprivllwf
would support President Johnson's pro-
gram of adequate medical care for sen-
ior citizens as an extension of benefits 
under the Social Security Act. 

We are, Chairman DmNGELL, extremely 
fortunate to be here at this moment, with 
you in the. Speaker's chair, and m~e on 
the floor of Congress, working together
for the passage of this law. I believe 
that this Congress will accept the man-
date of the people who voted in Novem-
ber 1964 and will pass this legislation,
We cannot only report back to Mich-
Igan, the faithful keeping of our promise 
to support this legislation, but the fact 
.of our success and the reality of the 
adoption of the greatest piece of legis-
lation to come before the Congress in 
many, many years. 

We, who represent Michigan are also 
extremely Proud in the knowledge that 
our own MARTHA GRIFFITHS, of the 17th 

As President Johnson has so aptly
stated, "compassion and reason dictate 
that this logical extension of our proven 
social security system will supply the 
prudent, feasible, and dignified way to 
free the aged from the fear of financial 
hardship in the event of illness.", 

Mr. Chairman, I urge the immediate 
Passage of H.R. 6675. 

Mr. BARR=I. Mrt. Chairman, I am 
wholeheartediy in favor of H.R. 6075, 
the social Security Amendments of 1965, 
now before the House for consideration, 
It has been many years since the first 
plan to provide health insurance for the 
elderly was introduced, and It is indeed 
a great moment to finally have this bill 
scheduled for debate and a vote. We 
have the opportunity to go down in his-
tory as a Congress which has made man-
ffest the Nation's concern for its elder 
citizens, 
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cial Security Act Amendments of 1965,"1
embodies what has been paraphrased as 
"the best of bills and the worst of bills." 

It includes such excellent provisions 
as abady nede an inloglog ovrduas abadyovrdunede an in 

crease in social security benefits, the 
establishment of a more realistic mini-
mum benefit for those whose participa-
tion in the system before reaching the 
age of 65 had been, through no fault of
their own, minimal, 

I would point out again that these 
benefits should have been made avail-
able to social security recipients almost 
a year ago if the administration had not 
seen fit to deliberately doom the enabling
legislation by attaching their now dis-
credited original mnedicare bill to it. 

Quite frankly, Mr. Chairman, I like 
the provision in this measure that would 
continue benefits to age 22 for children 
attending school. 

Over the years I have been reluctant 
to propose lowering the age of retire-
ment when, as a matter of fact, advances 
In medical science and a better way of 
life are increasing life expectancy more 
and more. Notwithstanding this feel-
ing, I caxinot have too much objection
to the provision providing actuarily re-
duced benefits for widows at age 60, and 
I would emphasize the point that to 
choose retirement at an earlier age, the 
benefit must be reduced, to keep any
kind of system actuarily sound. 

I believe the provision liberalizing the 
definition and waiting period for disabil-
ity insurance benefits has a great deal of 
merit, 

I am Particularly glad to see the pro-
vision increasing the amount an individ-
ual is permitted to earn without losing
benefits. 

Mr. Chairman, I wish it would have 
been Possible to include all these im-
proving amendments in one package and 
set apart frnn the rpg.1 n1r,'-h~v i,, + 

point out, Mr. Chairman, that we are When am the Politicians going to tell the
not only increasing the base from which public the truth of how social security bene.. 
we take the tax from the current $4,800 fits are derived at and how the low-income 
to $6,600, but we are also increasing the groups' benefits keep shrinking each yearrae fr terae fr emloyeemloye ad te eploer.despite these 71- or 8-percent increases.te ad te eploer.Thome increases sound good, but politiciansAs a matter of fact together by the year being what they are, Republicans and Demo
1973 the total social security tax from crats alike, fail to tell the story that eachemployee and employer will be 10.6 per- year as the base from which benefits are de
cent. By the year 1987 with no addi- rived at are raised. Despite these increases,
tional ihiprovements or broadening Of those who need these benefits most, benefitsthe coverage the tax will be 11.2 percent. keep getting smaller and smaller, and those 
Now for -emloedan t iseathgherbincoern bandciger.wonedtethe self-epoeadt isneathghet biggoer bigraceswo. edte 
would include that great number Of 
farmers in our congressional district, the 
tax will be raised to 7.5 percent by 1973 
and 7.8 percent by 1987. 

Let us make no mistake about it, this 
payroll tax is a regressive tax, and let 
me cite if I might, just a few figures that 
our young people ought to take to heart. 

Do you realize that if a young worker 
begins working next year-1966--at the 
age of 21 and has deducted from his pay-
check the full amount of these social 
security taxes for the next 44 years, until 
he reaches retirement at age 65, he could 
have, if he were to invest his deduction,
plus his employer's deduction, at 4 per-
cent compounded interest, a nest egg
after 44 years of approximately $81,000.
Now, if he were self-employed over the 
same period and in the same given set of 
circumstances, he would have a nest egg
of better than $55,000. 

Not only are- these increases in ta 
frightening for the individual, but they
should cause great alarm and concern 
for business and industry to compete in 
the future. For example, a telegram I 
have Just received from Caterpillar
Tractor Co. reads in part as follows: 

H.R. 6675 abandons criterion of need. 
Heavy cost to employers will decrease cora-
petitiveness of U.S. firms in world marets 
at same time admfilistration requesting
manufacturers to increase contributions to
international payments flow. The two posi 

I should point out that several years 
ago I introduced my own health care bill 
that would have met this problem by way
of an income tax credit in the amount of 
the premium that individuals would be 
Paying for their medical care Insurance. 

I do believe our Republican substitute 
here this afternoon is a very comprehen
sive program, financed partly by Pre-
MIUM contributions and partly by gen
eral revenues. The relative advantages
of the Republican proposal are as f01
lows: 

The basic hospitalization Program in 
the committee bill Is extended auto
maticallY and compulsorily to all eligible
Persons over 65. The Republican pro
gram would be wholly voluntary. When 
coupled with the payment of a premium
contribution, this reduces the duplication
of coverage for those already covered un
der private programs. It preserves the 
Insurance concept.

In the committee bill, the hospital pro
gram is extended to all Persons presently
Over age 65-except certain Federal em-
Ployees--at no cost. The Republican
Program requires the Participants, in
cludin~g those Presently over age 65, to
make a contribution toward the cost of 
their insurance. This reduces the cost 
which under the committ~ee bill must be 
borne by taxpayers under age 65. it 

i--i-___ I 
'"V tno i~D uederrent to excessive utill
enrolled. 

Th hospitalization Program in the 
comttee bill, i, in fact, a atof 
the social security tax system. An addi
tional liability of upwards Of $100 billion 
is imposed on the social security tax 
structure by the adoption of that pro
gramn. The Republican program is fi
nanced Out of the general revenues,
wholly apart from the social security 
system. This reliance on general rev
enues utilizes the general tax System
bae naiiyt a.I vis teni 
-regressive payroll tax and does not jeop
ardize future increases in cash benefits. 

r Me.lgsain,
legifati _. __tions do not square with each other. and that is the hospitaliza-zainobefisnthprtftoe

to seto oftebl-the so-called Mr. Chairman, I said at the very out-medicare Provision-which is financed set of my presentation here this after-
through the medium of a Payroll tax on noon that I find myself in a very di -

aywae arer, f ho my ecult situation, for I should like to voteleast able to pay for medical insurance 
for others, and who themselves cannot 
participate in the benefits until age 65. 

I have referred to the medicare section 
of this bill as the real "hooker" in the 
legislation, for if we were to vote on it 
as a separate provision, I am confident 
It would be soundly defeated. It cannot, 
as a matter of fact, stand on Its own, and 
that is the reason we find it enveloped
in all these "goodies"~-that is, improv-
Ing amendments to the current act that 

Ihvprvosyalddt.We are 
actually being blackmailed here to take 
medicare along with the good features 
of the bill, or we are going to have to 
vote against the whole Proposition,

I have a real concern for the future 
and those millions of our elderly citizens 
who are counting on social security bene-
fits as their sole source of income for re-
tirement. With this medicare feature,
and its attendant increased payroll
taxes, we are going to find ourselves in 
a position in a few years where the Con-
gress will not be able to Provide cost of 

livnginresereirmet enfisi 
because we have preempted the tax base 
for this medicare feature. I would 

for the good features of this bill and vote 
to cut out the bad features, as I see them,
But under the closed rule under which 
we are considering this measure, I do 
not have that opportunity. And so, I am 
going to vote for the motion to recomn-
mit the bill with instructions to imple-
ment our Republican-sponsored substi-
tute, which for all practical purposes
provides all the benefits, except the ob-
jectionable medicare feature, financed 
with a social security payroll tax.Infacigteoptazaon r-

If the motion to recommit fails--and 
I suspect with the overwhieming odds 
against us, it will-I believe that not-
withstanding all the good features of this 
legislation, I will be compelled as a mat-
ter of conscience, to vote against the bill 
on final passage, to Point up the great 
concern I have for the future integrity of 
the social security system, and the tre-
mendous increase in tax burdens that 
will be involuntarily thrust upon every
working man and woman in this country.

As a matter of fact, in this morning's
mail I received a letter from Mr. Peter 
Con, ecetryofLocal Union No. 422. 
international Hod Carriers, in which he 
says: 

gram through the payroll tax, as a part
of the social security system, the comn
mnittee bill gives rise to the concept of 
"entitlement." It creates the erroneous 
impression that the wage earner is "pre
paying" for a specific hospital benefit. 
This Precludes revision of benefits in the 
future, except to increase the scope of 
the program. The Republican program 
preserves the ability to revise the pro
grams as conditions dictate. When the 
Insured is required to pay a premium for 
the benefits, both Premiums and benefits 
can be modified as the neears. 

Benefits of the combined hosPitaliza
tion Program and medical services pro
gram in the committee bill fall short of 
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the benefits provided for in the Republi-
can program. The committee bill does 
not meet the problem of the catastrophic 
illness. The Republican program cov-
ers the catastrophic illness up to a life- 
time maximum of $40,000 in benefits. 
The Republican bill also covers pre-
scribed drugs while the commnittee bill 
excludes this Item, 

The Republican program provides 
thes~b more extensive benefits at a lesser 
cost. By eliminating duplication of coy-
erage and combining all medical benefits 
In a single comprehensive insurance pro-
gram, the Republican program will pro-
vide more protection for less dollars. 

The committee bill offers hospital and 
medical gervice benefits to the aged with-
out regard to need. The Republican
Proposal provides for premium contri-
butions related to cash benefits under so-
cial security, coupled with a tax recoup-
ment of the subsidy attributable of in-
dividuals with incomes over $5,000. This 
eliminates "need" as a basis for qualifica- 
tion without extending benefits to those 
who are, in fact, able to pay the full cost 
of their insurance. 

The Republican proposal also Incor-
porates the underlying principles pro-
posed in the eldercare bills. It makes 
specific the right of the States to enter 
into private cbntracts of health insur-
ance for those eligible under the State- 
administered old-age assistance and 
miedical-assistance-for-the-aged pro-
grams. 

In conclusion, Mr. Chairman, may I 
say that we have recently circularized 
our district with questionnaires, posing 
two specific questions on this subject. 
While we have received about 15,000 re-
turns, we have not yet had an opportu-
nity to tabulate them, but in, just a spot 
check of 100 we find that on the ques-
tion, "Do you favor 60 days of hospital 
and nursing home care for those over 
age 65, financed by added social security 
taxes, under acompulsory program9" A 
reply of 14 yes, 73 no, and 13 undecided, 

In reply to the second question, "Do 
you favor medical, surgical, hospital, 
nursing home, and drug benefits for those 
over 65, financed by a tax credit or from 
general revenues for private insurance, 
under a voluntary program?" we received 
a reply of 70 yes, 18 no, and 12 undecided, 

Mr. Chairman, I suspect that complete 
tabulation of our questionnaire will pret-
ty well bear out this ratio, since our spot 
check was taken completely at random, 
with no thought of prejudicing the out-
come. 

Notwithstanding this tabulation, there 
is no question but that the popular vote 
here in the House today is going to be one 
in support of this legislation on final 
passage, but I for one, as I have indicated 
in the course of my remarks, will be one 
of those voting for the motion to sub-
stitute the Republican proposal and if 
that fails, to vote against the bill on 
final passage, and hope that it helps to 
draw attention to this horrendous tax 
burden that is going to be thrust upon 
every American and every future 
generation.

Mr. DANIELS. Mr. Chairman, I am 
proud to rise in Support of H.R. 6675. 

No. 63---3 

This week we are witnessing the end of 
a 20-year struggle to provide a better life 
for our senior citizens. There are still 
many Members of this House who can 
remember stalwart battlers for this type 
of program like the late father of our 
distinguished colleague from Michigan, 
the Honorable Jo~iq D. DrNGELL, whose 
fame as a champion of medical care for 
the aged spread from coast to coast. As 
a newer Member, I am proud to have 
had the privilege of serving with former 
Congressman Aime Forand of Rhode 
Island, the sponsor of the original mnedi-
care bill, to whom this victory will be 
especially sweet. 'No one deserves more 
credit for his support of our aged than 
the sponsor of H.R. 1, the basis for this 
legislation, the very able gentleman from 
California, CECIL KING,. 

Briefly, the bill provides 60 days of 
hospitalization during each period of 
hospitalization for all persons who have 
reached the age of 65, financed by an 
additional tax on employers and em-
ployees under the social security system,
and the Railroad Retirement Act. 
Those persons over 65 who are not coy-
ered by railroad retirement or social se-
curity will receive medical care financed 
by general tax revenue, 

The committee plan provides addi-
tional care for those who require medi-
cal attention after leaving the hospital. 
The bill allows posthospital care up to 
20 days after each stay of 3 days or more 
in a hospital, 

H.R. 6675 provides outpatient diag-
nostic care with a $20 deductible feature 
for services provided by the same hos-
pital during a 20-day period. If, how-
ever, within 20 days after receiving the 
outpatient diagnostic care the patient
became an inpatient in the same medi-
cal facility, the $20 he has already paid 
would be credited to the $40 he would 
have to pay as an inpatient. 

The bill also provides for 100 visits to 
the home of the patient by a nurse after 
being discharged from a hospital or nurs-
ing home. 

In addition to the basic plan which is 
similar to that proposed in H.R. 1, the 
Ways and Means Committee has added 
a supplementary plan to cover doctor's 
fees. Elderly citizens can obtain this 
coverage by paying a $3 monthly pre-
mium which can be deducted from their 
social security payments. The Govern-
ment will match this $3 premium with a 
similar contribution from general tax 
funds. The State could also obtain the 
benefits from the supplemental program
by enrolling their old-age recipients and 
paying the premium. 

I am happy to support the provision 
granting a 7-percent across-the-board 
inclease in social security monthly bene-
fits with the added provision that no 
recipient shall receive less than a $4-a-
month increase. It is hard to imagine
in this rich and prosperous Nation that 
we have senior citizens eking out a mea-
ger living on such a small monthly in-
come, but such are the facts. Every 
great city has its neighborhood of shabby 
lodging houses where these poor people,
lonely and destitute, struggle to keep 
body and soul together, These are not 

mendicants or parasites but honest 
Americans who have fallen victim to the 
crime of growing old without means to 
support themselves after their produc
tive years have ended. I commend the 
committee for including this feature into 
the bill. Naturally, I would have hoped 
it would be larger, but to these Poor 
people living at a marginal level even a 
little bit Is a lot. 

I am of course glad to see the pro
visions of the Kerr-Mills bill improved
by providing more generous financing of 
the health care to needy children under 
the program for dependent children. 
Similarly, the provisions of the Kerr-
Mills Act under H.R. 6675 will be ex
tended to the blind and the perma
nently, totally disabled. 

This bill also increases the Federal 
contribution for the maternal and child 
health services by $5 million for 1966 and 
by $10 million for each succeeding year. 
Similarly, the Federal contribution for 
crippled children will be Increased by 
the same amotunt. 

Candor requires me to state this -bill 
is not all that the Congress might enact, 
but, on the other hand, it is the most 
outstanding piece of legislation in this 
area that has ever been brought before 
this House. Those who oppose this bill 
but cloak their opposition by saying that 
this bill does not go far enough have 
argued that this bill does not cover all 
the medical needs of our senior citizens 
of the United States. But they fail to 
mention that this bill does more than 
any bill that has ever been voted upon in 
this House. 

Mr. Chairman, I am proud to suport 
H.R. 6675. Every Member who votes 
today in favor of this bill can say that 
he has done his'~share in a great cause. 
This is a great day for every American 
who feels that we have an unending ob
ligation toward our older Americans. 
They have done much for us. Now it is 
our turn to do Just a little for them. 

Mr. CLANCY. Mr. Chairman, liberal
ization of social security eligibility re
quirements and increases in benefits are 
overdue. I strongly supported making 
the necessary adjustments last year when 
we approved the Social Security Act 
amendments that would put benefits in 
line with the rising cost of living. Social 
security recipients would have been re
ceiving larger checks each month for 
some time now had the bill not been 
saddied In the Senate by inclusion of the 
administration's compusory hosPitaliza
tion plan which the House conferees 
would not agree to. 

To insure that the more than 20 mil
lion beneficiaries of the social security 
program enjoy at least minimum stand
ards of health and comfort, I introduced 
earlier this year a bill (H.R. 4144) to in
crease benefits by 7 iercent. My bill 
would continue benefits to age 22 for 
children attending school and would pro
vide actuarially reduced benefits for 
widows at age 60. In these respects my 
Proposals do not differ from the bill un
der consideration today, 

In fairness to older persons who were 
unable to acquire the necessary quarters 
of coverage, my bill would liberalize the 
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eligibility requirements so that certain 
persons 70 years or older could qualify 
for minimum benefits. The administra-
tion's bill would require that these per-
sons attain the age of 72 before being 
eligible,

My bill would also provide greater
liberalization of the retirement test. Be-
cause many elderly persons must or de- 
sire to work to supplement their social 
security payments, I included a pro-
vision which raises the amount of out-
side earnings a social security recipient 
can receive without penalty to $3,000. 

I bring this up today because I want 
to make it crystal clear that I favor those 
portions of the bill under consideration 
today which would improve our social 
security system. 

At the same time, I want to make it 
equally clear that I am strongly opposed 
to the concept of financing of hospital
benefits through the social security sys-
tem. In good conscience I cannot vote 
for the imposition of a regressive pay-
roll tax on wage earners, many of whom 
may be least able to provide hospitaliza-
tion and other kinds of health care to 
persons over 65, regardless of their finan-
clal needs. H.R. 6675 would impose upon
today's workers a liability of approxi-
mately $35 billion for hospitalization
benefits just for those already over 65. 

A worker entering the work force at 
the age of 21 will pay a payroll tax for 
44 years, which his employer will match, 
to finance health care benefits if this bill 
Is approved. The actual cost of the 
hospitalization program per worker en-
tering the work force at age 21, with 
interest at 31/2 percent per year, will 
amount to $8,590. If the same amount 
were invested in private health insur-
ance, the worker could obtain far more 
extensive benefits than are provided
under the hospital program contained 

i-t~ il 
In not voting for the administration's 

compulsory hospitalization plan, I fol-
low not only the dictate of my con-
science, but also the wishes of an over-
whelming majority of the fine people
I am privileged to represent, the resl-
dents of the Second Congressional Dis-
trict of Ohio. For the RECORD, I include 
the results of a preliminary tabulation 
of their answers in response to a multi-
ple-choice question on medicare asked 
in a recent opinion poll I made. Each 
major program was briefly and impar-
tially summarized, and the respondent 
was asked to check the one he favored: 

Percet 
King-Anderson bill---------------------- 9 
Bow bill------------------------------- 16 
Curtis-Herlong eldercare bill ------------ 47 
No Federal participation---------------- 20 
No answer -------------------------- 8 

It is obvious from the foregoing fig-
ures that less than 10 percent of my con-
stituents who responded subscribe to a 
compulsory Government hospitalization 
program. And, frankly, I am inclined 
to believe that the percentage would be 
even smaller if all those who favor this 
approach realized the ramifications of 
this far-reaching welfare proposal-
chief of which are the inevitable regi-
mnentation of medicine, possible deteri-

oration of 'the quality of health care 
judging from past experience In other 
countries, and soaring costs. 

I would also like to point out that I 
think it is particularly significant that 
one-fifth of *the respondents favor no 
Federal participation in this field. 

Their reasoning is no doubt predi-
cated on the fact that where you have 
Federal .participation you risk Federal 
interference. In an attempt to mollify
those who do not want bureaucrats in 
Washington running their lives, the 
drafters of the legislation insert a state-
ment that any Federal interference is 
prohibited.- If you Only read to page 9 
of the bill where the prohibition against
Federal interterence appears, you might
believe this. But if you read the next 70 
pages, you will see how the Federal (3ov-
ermnent plans to run the show. 

In place of the Ways and Means Coin-
mittee bill, the minority Members offer 
us a substitute measure which would be 
voluntary rather than compulsory, pro-
vide more comprehensive benefits, and 
would be financed partly from general 
revenues and partly by payments by
those participating. No compulsion. NO 
threat to the integrity of social security
cash benefits. No discriminatory eligi-
bility provisions.

I support the concept that adequate 
health insurance should be made avail-
able to the aged at a reasonable cost. 
But I believe such a program should be 

nored those not on social security. Now, 
virtually all older Americans are in
cluded in the bill. 

It was charged that doctor bills would 
not be covered. Now, the bill includes a 
voluntary plan to cover doctor services. 

It was charged that doctors would be 
placed under the bureaucratic direction 
of the Social Security Administration. 
Now, the bill finances all doctor services 
through existing Private insurance or
ganizations such as Blue Cross. 

It was charged that medicare might
someday bankrupt the social security 
trust fund and jeopardize future retire
ment benefits. Now, the bill sets up a 
separate trust fund for hospital care. 
Both are actuarily sound. 

It was charged that medicare ignored
the existing Kerr-Mills program of aid 
to the needy. Now, the bill expands and 
improves the Kerr-Mills program as a 
supplement to health care for all elderly
citizens. 

Mr. Chairman, I think every Member 
of Congress will agree that we have a 
serious problem in providing for the 
health of our elderly citizens, and I am 
sure that every Member wants to do 
something about it. What are the di
mensions of this problem?

Teeae1 ilo epeoe 5 
about 10prenm of our teotalepover a
aoto-n thepercentageou s incrasipopug
Motiof-n thes peoplentare pooinr.asThe 
averag Inomhee feorpnldearly ouplTei 

voluntary. Therefore, I will support theavrginoefrnelrycupes
motion to recommit the committee bill 
with'ntutos o usiuei 
place the Republican bill, H.R. 7057. 
This bill would make all the improve-
ments in the social security system pro-
posed in the administration bill but 
would' substitute a voluntary prga
of health insurance for the compulsory
plan. 

r YTS Mr. Chairl i 2edil 
has a subject received a more searching 
or extended examination than the sub-
ject of health care for the aged. Thbis 
issue has been talked about, discussed, 
analyzed, debated, and argued in every 
part of our country. Numerous bills 
have been Introduced in previous ses-
sions of Congress and some were nearly
enacted. The volumes of testimony 
taken during the congressional hearings
Into this subject would ifill a small i-
brnary. 

During this long period many of us 
were impatient over what seemed to be 
an endless series of roadblocks and de~-
lays. And finally today, the drive of a 
decade is nearing its goal as we are about 
to pass a truly historic bill which will 
protect the health and dignity of our 
elderly citizens, 

If It takes a decade to perfect a inedi-
care bill, then I say it has been a decade 
well spent, for the bill before us today is 
a remarkable example of legislative
craftsmanship. Perhaps the Roman 
poet Ovid was right when he wrote "De-
lay matures the tender grapes and 
ripens grass into lusty crops." One by 
one, the criticisms and charges leveled 
against Previous medicare bills have 
fallen by the wayside. 

It was once charged that medicare ig-

about $2,500 a year--or below the pov
erty level of $3,000 established in the 
antipoverty program. One-third of the 
hav eoples thaveno$1,000.ne-al 
hv esta 100 

The medical needs of older people are 
greater. They go to the hospital three 
times as often as younger people, and 
they stay twice as long. 

Moto hseedry Peie do riot 
have adequate incomes or savings to pro
vide for the health care they need. Al
though private insurance is available, 
most elderly citizens cannot afford comn
prehensive coverage. 

Mr. Chairman, I believe the bill before 
us, H.R. 6675, Is an effective answer to 
these problems. The distinguished
chairman and members of the Commit
tee on Ways and Means are to be coin-
mended for reporting it to the House. it 
is a reasonable and carefully designed
proposal which combines the best fea
tures of the original administration bill,
the AMA-sponsored eldercare bill, and 
the bill sponsored by the gentleman from 
Wisconsin [Mr. BYRNES].

The bill will provide up to 60 days of 
full hospital care per illness for virtually
all Americans over 65. This part of the 
Program will be financed through a sepa
rate payroll tax similar to social security.

Secondly, it provides all persons over 
65 with a voluntary plan covering phy
sicians and surgical services: care in 
mental hospitals; home health services 
and other medical services. Persons who 
choose to Participate will pay premiums
of $3 a month which are matched by the 
Federal Government. The plan will pay
80 Percent of all bills in excess of an 
annual deductible of $50. 
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The third part of the bill expands and 

improves the existing Kerr-Mills pro-
gram. It extends coverage to needy 
persons who are handicapped and re-
quires the States to offer a minimum 
level of services and to establish a flexi-
ble income test. 

And finally the bill improves the exist-
ing social security program and raises 
benefits by 7 percent.

What will this bill mean to the aver-
age citizen? It will mean that for the 
first time in our history, Americans will 
be able to live out their declining years 
free from the worry of crushing medical 
expenses. No longer will they need to 
live with the haunting fear that tomor-
row may bring an illness Which Will 
sweep away their small savings, their 
home, their security, and compel them, 
for the first time in their lives, to apply 
for relief, 

Younger people with elderly parents
will not be burdened with heavy medical 
bills at a time when their own family 
expenses are greatest. Many of our 
younger people have had to make severe 
financial sacrifIces in order to meet their 
parents' medical expenses. All too often, 
funds diligently saved up for a college 
education or new home disappear over-
night to meet the unexpected and catas-
trophic medical bills on an aging parent.

But this bill provides dignity as well 
as dollars. The hospital care portion
financed through the social security 
system is a form of insurance and not 
charity. Each person pays into the fund 
during his productive years and is en-
titled-as a matter of right-to adequate
hospital care in his later years. He need 
not pass a degrading means test or go 
on relief to prove his eligibility,

Mr. Chairman, I have received a good 
deal of mail on the so-called eldercare 
plan sponsored by the American Medical 
Association. 

The principal criticism advanced by
the eldercare advocates was that the ad-
ministration bill covered only hospital 
expenses and did not cover doctor bills. 
I am glad to see that this defect has been 
remedied. The bill now before us con-
tains a voluntary plan for doctor serv-
ices at a price which elderly people can 
afford. 

However, many of the other claims 
advanced during the AMA's campaign 
on behalf of eldrircare did not make 
sense. For example, they would have us 
believe that somehow, by some financial 
sleight of hand, eldercare would provide 
more benefits at less cost. How can this 
be possible? A medical expense is a 
medical expense and it is going to cost 
the same regardless of the financing 
method. There is, no magical s~iortcut 
to cheap medical care. Actually, the ad-
ministration's social security approach
is somewhat cheaper because it costs less 
to administer, 

Equally misleading were the glowing 
descriptions of the benefits available un-
der the eldercare bill. Even the sponsor 
of the bill had to publicly complain 
about some of the misleading advertis-
ing which was put out in behalf of elder-
care. These benefits would depend upon 
a State's decision to participate. Most 
States simply do not have the money, 

And so, Mr. Chairman, we are about 
to embark upon a new era in meeting
the needs of our elderly citizens. 

We are about to extend its time-tested 
principles to the field of hospital insur-
ance. I anticipate that within a few 
years, hospital insurance through social 
security will also achieve the near uni-
versal support the social security pro-
gram-that is old-age and survivors dis-
ability insurance-now enjoys. 

Mr. McGRATH. Mr. Chairman, pass-
age today by the House of Representa-
tive of this medical care measure will 
be a giant step toward the most compre-
hensive program of medical assistance 
to senior citizens anywhere in the world. 

The bill which we can adopt today 
provides far wider coverage than we 
dared hope for when the 89th Congress 
convened in January. Combining the 
best features of medicare and eldercare 
in its provisions, the bill's passage will be 
considered a rod-letter day for our Na-
tion's elderly citizens. 

Furthermore, liberalization of social 
security benefits included in the meas-
ure's provisions will be a boon to all 
Americans, particularly the section pro-
viding a 7-percent hike in social security 
payments. 

I am proud to be a Member of this 
Congress, which has moved toward frui-
tion a much-needed health-care plan
which has been debated for some four 
decades. 

I, therefore, urge all Members to vote 
against recommittal of this bill and to 
vote for final passage of this great medi-
care bill.. 

Mr. RONAN. Mr. Chairnan, I take 
particular pleasure in supporting the 
provision of H.R. 6675 under which 
benefits will be paid to children age 18 to 
22 who are in full-time school attend-
ance. This is an especially fine and for-
ward-looking provision. It will extend 
the survivorship protection 'f the social 
security program and enhance the edu-
cational opportunities we offer our young 
people.

A child who has lost parental support
through the retirement, disability or 
death of his mother or father is con-
sidered dependent under the present so-
cial security prog'ramn if he is under age
18 or if he has a disability which began 
before he reached age 18. I strongly 
concur in the committee's view that a 
child who is in full-time school attend-
ance after reaching age 18 is similarly 
dependent. It is simply not realistic 
today to stop a child's benefits on his 
18th birthday and tell him that he is now 
presumed to be able to go to work and 
to support himself. While some children 
can and do become economically inde-
pendent by the time they are 18, most 
children cannot be financially independ-
ent at 18 because they have not finished 
high school, and they must look for a 
living to an economy that has little use 
for the untrained, unskilled, and unedu-
cated worker. It is time we recognize
that this is the situation, that this situa-
tion will continue, and that a child who 
has reached age 18 and Is still continuing
his education is as dependent on social 
security benefits to replace lost parental 
support as he was when he was younger. 

Under the bill about 295,000 children. 
age 18 to 22 would get benefits this Sep
tember, when the school year begins. 
Many of these youngsters would not be 
able to continue their education without 
the benefits this bill will provide. It will 
mean a great deal to them and to their 
parents, so many of whom have written 
to us asking that the benefits be con
tinued. 

Mr. ST GERMAIN. Mr. Chairman, I 
am more than proud today to speak in 
support of the Social Security Amend
ments of 1965. 

My predecessor, Aime Forand, was the 
pioneer in this field. It was he who in 
1956, first introduced legislation provid
ing for medicare for our senior citizens. 
He retired from the Congress prior to its 
passage, but he left a legacy to his suc
cessors and this is his crowning achieve
ment. 

The principle embodied in his original
legislation is carried through in the leg
islation we are considering today. When 
he first introduced the measure, he knew 
that it would undergo a great deal of 
amendment. He knew the fight would be 
long and hard. He knew that the oppo
sition would be strong and that oppo
nents of the legislation would fight right 
to the end of the line. But, he also knew 
that the principle of medicare for our 
senior citizens was desired by the people
of the United States, because it was, and 
is an absolute necessity. 

The legislation we are to vote on to
day, fortunately goes further than the 
original measure in many respects, and 
unfortunately does not go as far in 
others. 

This legislation is a tribute to the 
members of the House Ways and Means 
Committee who worked so hard and dili
gently. It is a tribute to Aime Forand, 
to the late President John Fitzgerald 
Kennedy, and to President Lyndon
Balnes Johnson, each of whom put all 
the weight of their offices and all the 
strength at their command behind it. 

It is a tribute to the people of Amer
ica-the thousands upon thousands-
the millions-who took time, year after 
year, to write their Members of Congress
and inform them of their burning desire 
and keen interest in this legislation. 

This legislation goes beyond providing
for medicare and the voluntary insur
ance program-it also embodies many
improvements to the social security sys
tem. 

The Ways and Means Committee and 
its staff have gone to great lengths to in
sure that these benefits will accrue to -the 
people for whom they are intended. 
do hope and pray that as a result of 
these increased benefits the individual 
States will not attempt to take advan
tage of these people who need additional 
help by effecting decreases in the help 
now being provided. The legislation 
has beeu carefully drafted to avoid any
such occurrenue, for we have seen it 
happen in the past. I realize there are 
those who may seek- loopholes--but let 
there not be any loopholes. 

The Great Society continues to move 
forward and this legislation, in my
opinion, and in the opinion of many 

I 
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Americans, is the greatest stride it has 
taken to date. 

Mr. DENT. Mr. Chairman, I am hon-
ored to rise today in support of H.R. 
6675, the Social Security Amendments 
of 1965. My sincere congratulations go 
to the gentleman from Arkansas and 
his able committe for presenting the 
House with a bill upon which all parties 
interested in the welfare of the elderly 
may securely stand. It is not only a 
milestone in our legislative delibera-
tions, but is also a masterpiece of equity 
and compassion. 

Mr. Chairman, It is entirely appropri-
ate for me to note that the great major-
ity of mall coming into my office con-
cerns the very subject of health care for 
the elderly. The medicare versus elder-
care controversy will probably be re-
membered by all of us-as one of the most 
heated within memory's reach. It is not 
only a credit to the gentleman from 
Arkansas and the committee on Ways
and Means, but a credit to the Congress
that this bill embodies the best features 
of both proposals. It Is difficult for me 
to recall in my experiences, any other 
legislation, either before the House or 
the legislature in my own State, which 
has been worked on more diligently and 
which considers the vast differences of 
opinion on the necessary character of 
the legislation than does this legislation,

The bill before us is referred to as the 
Social Security Amendments of 1965. 
This package includes long-overdue and 
well-needed increases in OASDI bene-
fits. Its main thrust, however, is obvi-
ously in the provisions for health care 

insuanc. I Ugt o thi, Iwoud lkeinsuanc.ths, I liht owold lke 
to address the remainder of my remarks 
to this new feature of our social security
Program, 

Mr. Chairman, it is not the responsi-
bility of the Federal Government to look 
throughout our society in search Of 

potetiaThsreponibiitywuldnot 
potnly albesontrary itoyoueThire systemnof 

onlybentirontaryto ursytemof
government, but especially contrary to 
our great and lasting Constitution. It 
is the responsibility of the Federal Gov-
eminent, however, to satisfy a need-in 
this instance a physical and social 
need-when such need is not presently 
nor properly being met. It is further 
evident that the individual States can-
not meet the problems of the elderly as 
regards basic health protection. It is 
therefore incumbent upon the Federal 
Government, and in accord with our tra-
ditions, to provide relief for those who 
suffer through no or little fault of their 
own. This is not a giveaway program, 
nor is it per se a welfare program. It Is 
an insurance program, much of which 
is voluntary, 

This program does not demand a state-
ment or confession of desperate finan-
cial inability or the familiar "means 
test"~-and it properly should not. We 
have already had an experience with 
that force and found It practically use-
less. No self-respecting citizen, despite
the financial strains upon him, would 
think of placing himself at the doorstep
of welfare and acknowledging his des-
perate condition before a public entity.

Mr. Chairman, we are a proud and 
self-respecting people, I daresay that 

our pride and self-respect is more im-
portant to us than most else In life, 
including our physical condition and 
social status. This bill will do nothing 
to provide more individual virtue; but 
it will, on the other hand, not force many
to sacrifice individual virtue. The alter-
native proposal would do exactly that. 
They would force a man to swallow hard 
and lay open his private business for all 
to see. They. would force him to plead 
poverty and ask for help. The bill before 
us asks no such sacrifice. 

Although it is true that many who 
can afford basic hospitalization charges
will nonetheless be eligible for these new 
social security benefits. It is also true 
that millions more who cannot afford 
such charges will likewise be'eligible,
These millions are the rightful concern 
of the Federal Government, and the leg-
islation before us recognizes that con-
cern and accomodates it. 

Mr. Chairman, approximately one-
tenth of our citizens are over 65. In my 
own district, some 35,000 good people are 
aged 65 or over. I am concerned be-
cause they have contributed so much to 
our country in its development 'and 
progress and in the defense of its ideals, 
They are entitled to anticipate their 
later years with hope and a feeling of 
security. They should not have to live 
their years in fear or despondency and 
drift. I therefore ask the House to 
acknowledge these citizens and their 
problems with compassion and under-
standing. Let us rise as one and re-
mind them, as well as ourselves, that we 
do recognize their contribution as well 

rather to provide some solid evidence that 
the medical needs of the people are pres
ently being met in a superior manner. 

For more than a year I have conducted 
In my home district a continuing survey
of medical needs. I have done it through
what I describe as my medical care re
ferral service. 

This service has convinced me that the 
medical needs 'of the 445,000 people in 
my district are being adequately met on 
surprisingly complete basis. 

The drunifire of publicity in behalf of 
the King-Anderson approach to medical 
care for the elderly has been continuous 
during the 4 Years I have served in the 
House of Representatives. 

One result of all publicity, I am sure, 
was to widen the illusion that the health 
needs of elderly citizens are not being 
met adequately. The Kerr-Mills pro
gram never got the attention it deserved. 

In Illinois, for example, my experience
indicates that few people ever heard of 
Kerr-Mills, and most of those who have 
heard about it have misconceptions con
cerning it and the way It is administered. 

On February 26 of last year; I began 
my medical care referral service, in
tended mainly to provide information to 
constituents about the Kerr-Mills pro
gram In Illinois and to assist them in get
ting medical care if cases of inadequate 
care were found to exist. 

My announcement was-carried widely
by Press wire services. The text follows: 

WAsHZNoron.-AnI Illinois Congressman
today announced his own medicare program. 
Representative PAUL FImEry, Republican of 
Ilinois, has promised prompt medical at-

s thir eed; ad lt usris asoneandtention to any constituent who Is not gets teirneed; ad lt u ris asoneandting adequate medical care.
play our role in their future security. He said, "Doctors in each major commu-

Mr. FINDLEY. Mr. Chairman, this nity have assured me of their funl coopera
legislation is so completely centered on tion in making this possible." Explaining
methods of financing for medieal serv- his new service in a Rt~temm'1t. I-i ~ 
ices, that an Important, plain fact is day to constituents, FINDLEY said, 
almost obscured from sight. "All Americans should receive the medical 

hatfac isthi: Te mdicl nedscare they need, regardless of personal finan
ofhou elderl cisthizes: are bedinglmeteds cial circumstances. This is a principle to

f or edery ciizes ae bingmetto-which I heartily subscribe, and one that is
day in a, superior manner. Those who 
go without needed medical care are rare 
exceptions. I have substantial evidence 
in support of that statement, 

Our private medical care system doe 
serve well the needs of the American 
pol.I srgre stebs the peope.i regrdet asthe est e
world has ever known. It can and should 
be improved still more, but let us give
credit where It is merited, 

To the best of my knowledge, no one 
has contended that the total effect of 
this legislation will make medical care 
In the United States still better. It wirn 
make for a substantial change in paper-
work, and in the methods of financing 
medical bills, but it will not increase the 
number of doctors. It is not apt to make 
the medical profession more appealing 
for young people planning careers. So 
far as I know, it will not add one single 
additional hospital bed, 

On the other hand, It may have an ad-
verse effect on medical care, Judging
from the experience of Britain with a 
similar system, we will have difficulty 
maintaining our present doctor-patient
ratio, 

However, my purpose at this moment 
Is not to argue the effect of this legisla-
tion on the level of medical care, but 

Well rooted In our way of life. 
"If you know of anyone In the 20th District 

who is not getting adequate medical care, 
please let me know. 

"A number of medical service programs
both public and private, a-re available to help
needy citizens. The most recent in Illinoisdperhaps the least known-is the Kerr
aMIlls program, which provides full reimn
bursement of all medical expenses to those 
over 65 who are In need. 

"Unfortunately, many people are not aware 
of what is available, and perhaps occasionally 
some will go without needed medical care 
for lack of Information. My referral serv-
Ice is intended to meet this problem." 

In preparation I had consulted several 
times with Newton DuPuy, M.D., an offi
cial of the Illinois State Medical Society
and an outstanding member of the medi
cal profession in Quincy, Il. He supplied 
me with the names of doctors in each 
community who were willing and anxious-
to cooperate in a referral service. Twelve 
of the fourteen counties were represented
in this list of physicians. The two excep
tions were small and sparsely populated, 
served largely by nearby medical centers. 

From the date of announcement to 
this date, I have had 382 individual x6
sponses, almost all of them let~ters. Other 
Congressmen n Ilnlinois have had inquir



7111 April 8, 1965 CONGRESSIONAL RECORD - HOUSE 
ies, I might add, because news of my 
referral service appeared in newspapers
throughout the State. Several of them 
asked me for details on how I have han-
died this service. 

During the first 4 months, I referred 
ea~ch letter immediately and directly to 
the doctor on my referral list located 
nearest to the person involved. This was 
done regardless of the content of the 
letter. 

My aknoledmentleter eadas fl-
lo aknwedmntlttrr:da 

lows 
Thank you for writing to me concerning 

your medical care problem. I am transmit-
ting your letter immediately to a medical 
doctor who is cooperating in this service, and 
I am sure you will be contacted soon. 

Thanks for giving me this opportunity to
be of serviceic 

If the letter concerned the medical 
problem of someone else, the first sen-
tence was altered accordingly. 

At the same time this transmittal note 
was sent to the doctor selected from my 
referral list: 

Thanks very much for cooperating In the 
meialcrerferlsevce s o ko,

in announcing the service I1 asked to be lin 
formed of anyone in the 20th Congressional
District who is not presently getting adequate 
medical cae 

The enclosed letter is a response tomy an-

is adequately settled by telephone. In 
other cases, personal interview with a 
nearby physician is arranged. 

Of the 382 letters only 6 cases sug-
gested the possibility that someone was 
not getting adequate medical care. 

In many cases, the person contacted 
felt better, with a more confident mental 
outlook. Many of them had never heard 
of the Kerr-Mills program, and were 
comforted to know that such a program
xised wethr tey hemsive qull-

Jersey County: 215 South Jefferson Street. 
JTerseyville. 

McDonough County: 1241/2 North Lafayettestreet, Macomnb.
Macoupinl County: 213 North East Street. 

Carlinville. 
Morgan County: 205 West State Street, 

Jacksonvile. 
Pike County: American Legion Building, 

Pittsfield. 
Sangamon County: 628 East Adams Street, 

Springfield.
Schuyler County: 213 West Washington

xsedat noeyt.fol- ethatieor sv ul-Street, Box ill, Rtushville.
fie atthattim or ot.Scott County: 128 West Cherry Street,

Several qualified for assistance under Winchester. 
this program as the direct result of the D. rINANCInq
referral service. I do not know the exact Federal Government provides 50 percent of 
number, because I have had no reason the cost of operating Kerr-Mills in Illinois 
nor desire to pry into details. and the rest is State funds. 

Snecagn
chngn todiect contact with Similar benefits are available to those

the Illinois State Medical Society, I have who qualify for public welfare. For in-
begun to supply information on Kerr- formation, contact the IllinoisPublic Aid 
Mills directly in the cases where infor-Cmisoofcenyuront.I 
mation seems clearly to be the only need. Cmanycuntion offisace insou county.l In, 
The information I supply is duplicated, manye harssistceirustavaiabecontis t 
as follows: hrship,thosewn uevsr.Frircumstancesnb 

ILLINOIS MEDICAL CARX INFORMATION,

KERAMLL5 


This is a system of Federal matching 
grants to provide medical care to the near-
needy aged. It helps those who are otherwise 
self-supporting but unable to pay medical 
bills. It became effective in Illinois on Au-
gust 1. 1961. 

another medical doctor does so-and to do 
whatever you Consider to be warranted. 

I would appreciate a note from you indicat-
ing ultimate disposition, together with any
impressions or suggestions you may have, 

Your fine cooperation is deeply appreciated. 

Copies of correspondence were sent to 
the Illinois State Medical Society office 
in Springfield. 

You will note that my announcement 
did not concern the medical problems of 
the elderly only. Constituents were in-
vited to notify me of anyone not getting 
adequate medical care. The invitation 
was intentionally broad. You will note 
also that the payment aspect of medical 
care was not mentioned in any way. 

Since making the initial announce-
ment, I have repeated the same basic 
information in speeches throughout the 
district, and in several newsletters to 
coiistituents. I will continue to publi-
cize it as widely and as frequently as I 
can. 

The response was much smaller than 
I had anticipated, especially so In view 
of the broad character of the invitation. 

After 4 months of direct contact with 
physicians, I changed somewhat the re-
ferral procedure. AUl responses are now 
transmitted directly to the Springfield 
office of the Illinois State Medical So-
ciety, where Harold Widmer does the 
Initial checking. 

The change was made in the interest 
of efficiency for all concerned, to make 
possible maximum speed in processing 
and to make the load as easy as possible

on.~hehooctrsre oopratng.onh otrh r oprtn.
Mr. Widmer usually makes a telephone

call to the Department of Public Assist- 
ance, usually checking directly with the 
county office nearest the person involved. 
The check turns up any case history
which may be on file. Usually, he will 
then telephone the person whose medi-
cal care Is Involved. Sometimes, the case 

noluncement. I will count on you to get inA.SRIEPOVDDmprat
touch with the person involved-or see thatA.svcsPovn 

1. In-patient hospital services, 
2. Physicians' service during hospitaliza-

tion. 
3. Physicians' visits for 30 days after 

hospitalization.
4. Drugs and medications for 30 days after 

hospitalization.
5. 90 days nursing home care (convalescent 

or rehabilitation) following hospitalization, 
including physicians' services and necessary 
drugs. 

B. GENERAL ELIGIBILrrY REQUInREMENTS 
A resident of Illinois. 65 years of age or 

older, is entitled to benefits when: 
1. Annual income from all sources doss 

not exceed: 
Single person-------------------- $1, 800 
2 persons (spouse and dependent).. -$2, 400 

(Add $600 for each dependent.) 
2. Cash and marketable assets do not 

exceed: 
Single person--------------------*i1, ao 
2 persons (spouse and dependent)-- $2,400 

(Add $400 for each additional dependent.) 
In determining amount of marketable as-

sets, do not count: 
1. Homestead and contiguous real estate, 
2. Automobiles, household furnishings, 

clothing, 
3. Life insurance with cash value up to 

$1,000. 
inom. npouigi 

cm' C. ADBUNISTRATlON 
Administered by the Illinois Public Aid 

Commission through its County departments 
of public aid. Those in the 20th Congres-. 
sional District include: 

Adams County: 640 Hampshire Street, 
Quincy.myblutyborwnfomheakad

Brown County: 233 West South Street,Mount Sterling. 

contact your county clerk. War veterans 
a eeiil o mdclcr n e 

habilitation. For information, contact 

the Illinois Veterans Commission, your
nearest American Legion post, or Vet
erans of Foreign Wars post, or the Vet
erans' Administration, Washington, D.C. 

Whn osil wes 
Iprat Whn opilcreI

needed, application must be made be
fore or immediately after entering hos
pital. This must be done. 

All letters which give even the slightest
Indication that someone may not be get
ting adequate medical care-or which 
peetseit nomto rbes
peetseii nomto rbes 
are referred immediately to the Illinois 
State Medical Society.

Our referral service has been developed
by trial and error. It is now functioning 
Smoothly and helping a number of peo
ple to get the information and assistance 
they need, thanks to the splendid co
operation by the Illinois State Medical 
Society, Dr. DuPuy and the associates 
he has selected, and thanks also to the 
truly constructive, efficient, and enthusi
atcspotb fiil fteIlni 
Department of Public Assistance, the 
agency which administers the Kerr-Mills 
program. 

Now, a look at the responses. The 
quotations are directly from the letters. 
The facts and allegations are not veri-
fled. 

Six letters suggested a lack of medical 
care due to inability to pay medical ex
penses. Two were directly from the per
snseigt akmdclcr.Hr 
1esnlpoet5sea quote from one of these two letters: 

I am writing about information on the 
Kerr-Mills medical assistance for the aged 
program as I am on the low-income social 
security. I was in the hospital 9 days last 
July with pneumonia-had to go back for a 
recheck. The ~Co. paid a part of 

the help of my sister, the hospitalbut I have been unable to pay my billdoc-is 
'paid, 

Calhoun County: 308 South County Road, 
Hardin. 

aasS County: 209 West Second Street. 
Beardlstown. 

Greene County: 425 South F~Ifth Street, 
Carrollton. 

Hancock County: 526 East Locust Street,
Carthage. 

tor bill up to date, so I have not been doc-
toning, as I want to pay on doctor bill first. 
Please let me know if I have any assistance 
as there is, always none left on $40-a-month 
social security. 

Four letters were from friends or rela-. 
tives., Here are three typical quotes:

A minister wrote: 
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A lady from our church and from your dis-

trict recently had major surgery. She had a 
little hospitalization insurance but not 
enough to cover the bill by any means. She 
didn't want the surgery because she didn't 
know how she would pay the bill, In fact she 
left the hospital the first time and then had 
to be taken back and have the surgery. MY concern and question is, Would the Kerr-
Mills program be able to help Mrs. 
with her medical bill? 

From. Adams County: 
My wife's ,father was in need of a doctor.

He called one and the doctor very plainly 
tolse him. if haheno ncsh hould t icometse _i.Ifnthesoldmt ioffice. Mr. - did not have the money
and the doctor would not come. At this time 
he is In need of medical care. I know of oth-
er people right near here that cannot afford 
to go to the doctor-they just can't pay the 
charges. 

From Springfield: 

ago andtbrok bar lef hip. Shel ibounow2yans
ago hend letrok hi. Se i no anletInvalid who suffers very much and ls in gen-

erally poor health. I love my mother dearly,
b14t we can't afford her medical expenses and 
right now she needs a doctor and medicine.
We do everything else for her that we 
cal wexpaens Thne laste tiome sheowas sick 
Icalledxtenss oThe opulict aidebut was sie-
fusaledanyhelp Thfieref more wshownpbis merc 
oure animaels, w heeustshoot themybutour 
eldrl aremlslef jutoscommt suciem ort wourse 

doesn't necessarily qualify under this bill. 
Whatever medical bills are paid by the coun-
ty, a lien is taken against the house, , and 
the bills are only paid as a loan. The man 
who saved nothing, who doesn't own a home,
he is more qualified to receive this aid. Am 
I right? 

Twenty letters were in response to my 

announcement, but merely took the op-
portunity to criticize a variety of things,
such as the social security program, the
public aid commission, doctors' fees, 

Here are typical quotes:
I also know a doctor who came to___ 

approximately 5 years ago, broke and not even enough money for a dowvnpayment on a car. Today, he owns two homes plus two 
large farms and is considering buying a third,
I am in favor of people getting adequate
medical attention, but I also believe if the 
"squeeze" were put on these nickel-grabbing
doctors, people would be able to pay theirweesttotmihrbynefte 

patient need. The doctors must surely take 
their share of the blame for these increases 
and for the need for OASI coverage for 
some sort of a medical plan. It's easy to 
see why many doctors fight this--they have 
really made money In fllinois under the plan 
now in effect-many of the hospitals favor 
King-Anderson or a similar bill.

Again I want to say I'm most interested 
in the needs of poor people and that they 
can get medical care needed and still keep
their pride. The AMA and their lobby need 
no one.to speak for them. 

The largest category of letters--327 
in all-were from people who seem to bereceiving adequate medical attention butwho are struggling to repay hospital and 
doctor bills, or are trying to pay their 
parents' bill while Supporting their own 
family. 

Letters giving Kerr-Mills information 

eftto reeldely ommt sicie o wose.eligible. The denial may be due to the factTwenty-nine letters asked for general that I own my own small home and haveinformation on the Kerr-Mills program, mrinimum social security ($40). Perhaps
wihot tain pobem. e- I do not understand details of plan, but MYsecfi 

eral of them sharply questioned certaincopanisKr-lsfistoivupopvionoftepormfoexmlcommitments. 

own medical bills. 

If you ever hear they cut Blue Cross pleaseme know, as you know there are lots of poor people who can't afford it and probably
would lose what they put In Blue Cross--I 
don't want to cause any trouble, but I wish 
te ol utriigI l h ie
thywulautrasnnil hetm. 

Very unfortunately, on April 17 of this 
year. I suffered a hip fracture. Knowing 
my hospitalization would be large. I had the 
temerity to ask for some help through our 
office here. Very quickly I was voted in-

contending they would risk losing their
homes by accepting Kerr-Mills assist-
ance. This, of course, was erroneous and 
suggests that misinformation about the 
program is widespread, 

Here are typical quotes: 
la regard to your recent letter whilch we

received-thank you for answering it, but 
we have decided not to bother about it. We 
own our home and pay taxes. We don't think 
it right to take the home property for medi-
cal care. We are paying for the medical aid
and pension for aged people that haven't 
any home of- their own. I am 73 years old 
and cannot get medical help or pension be-
cause we own our home, 

I mmdown,
Ia most grateful for the help you have 

given me in trying to get a doctor and some
medicine. I received a letter from Dr. 
but I do not understand the Kerr-mills pro-ga-I did not write or contact him be-grame

cuehe mentioned the State public aid 
office. I had been told to go to them for 
help quite some time ago, which I did,
However, they sent some case worker toInvestigate me and then sent a letter de-
manding that I sell my car. I have a crippled
knee cap (left leg) and walk with a cane,
In fact, I couldn't walk two blocks-even to 
get groceries, 

Ijust can't see about the medical care. 
had a stroke and In the hospital 6 weeks and 
a blood clot. They thought I wasn't going-
to come out of It sand when I did they
thought I would have to be sent to a home
until I could be taken care of. When' I 
got home they came around and wanted us 
to sign our old home over to them for us 
to get home help. So we- knew when our 
home was gone we wouldn't have a place to 
stay. 

It seems to me that the person who has
tried to make his way along In life, saved
omie money and owns his own home, he 

I work for a living and am a Republican
but cannot see voting for something that 
helps some older citizens with their medical 
bills, and then others they will not help at 
at all. 

Now here I am about old enough to die 
and still worrying-69. I just got into the 
lower bracket of' social security $40 per
month, and it doesn't go very far. I under-
stand Canada puts the lower bracket at $60 
which would help a lot. 

Having worked In welfare 18 years (12 In 
Illinois) I feel I know something of the need. 
The Kerr-Mills is a joke and as you know, so 
considered by many States who turned it 

Many, many people who receive social se-
curity even In small amounts try to get
alnadnoapyfrpuicsitne 
because of their pride. They do not have 
money for medical bills so do not go to adoctor. Again their pride keeps them from 
going to P. A. offices and having all their 
family contacted first for help which the 
Kerr-Mills makes necessary.

otn aldco n hsia il 
I otn l otradhsia il 

were paid by the company and everyone who 
did not have the money to pay these bilis 
were taken care of sand it works much better 
than the Kerr-Mills-but I think coverage
under OASI is what these people want and 
net county or public aid which they refuse 
to ask for and yet need medical care~-there 
are poor people and do not have money for a 
lobby like the AMA. 

The doctors sponsor Blue Cross and Blue 
Shield, yet they are starting to defeat their 
purpose. March 1 my bill for this increased 
almost $1 per month. HOW long are Self-
supporting People going to be able to pay
these increases that come all to often. The 
doctors, I realize, are busy, but must they
put everyone In the hospital for a sore toe
if they are insured. Also send them into the
boepital overnight when It's really an out-. 

Physicians, the Illinois State Medical 
Society or myself. In several cases- wereceived word that they did qualify forassistance. In most cases, however, we 
do not know how many followed through
and were ultimately accepted for as
sistance. 

It is apparent that many of them had 
no previous knowledge of Kerr-Mills 
and others had inadequate and Inaccu
rate information. 

Here are typical quotes:
Born in 111inois-have lived here all my life 

and am '74 * .. Am in need of medical help.
I have arthritis and have two shots a week 
and lots of medicine, which amounts to a lot 
of money We have spent our life sayings and sold everything except the house 
we live In. Have two hospitalization Insur
ances but there is always a balance which I 
a trying to Oay now at-hospital, We 
have one daughter that helps us all she can. 

I was cut off all medical aid about 2 years 
ago. I am 73 years old. I never could pay
the doctor and hoepital bills. II liau 'ueen 
more than 10 years. Once in a while I can 
manage a few pain pills. Poor people should 
be executed when they reach the age of 

*0 I need medical help now. 

I sure hope you can help me. I am writing
about my mother. She Is 92 years old and 
has no funds whatsoever * The old age
assistance has notified my mother that after 
this month, she will no longer receive the
pension * * * They said her son had to give
her $70 a month * ** he isn't able to * * 
When the pension office does something like 
ti ohrsest n ore n re lthe tm. I hr sayhn o atm.**I hr sayhn o ado to help her, It would be the answer to her 
prayers. 

Orcoenihosne eia ae 
Orcoenihosne eia ae

The man is 86 and his wife 85. mhay have 
worked hard all their lives. They did own a 
home which they sold a few years ago for 
about $3,000. About 2 years ago she had a 
cancer operation and he has a serious heart 
condition. That operation and their hos-,
pital and doctor bills since that time has just
about taken all of their savings. They are 
trying to keep enough money to take care 
of their funeral expenses. 

My total income is $480 a year. During
1963 I spent $252.70 alone on medicines and 
doctors and $160 on health and life insur
ance. 

My husband was 65 on April 22. On May
9 he had a stroke and was in the hospital
which meant hospital bills plus doctor bills 
and being under a doctor's care for quite 
some time. * He is now forced to retire 
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and go on social security and we would like 
to know if we might be able to receive: xed-
ical assistance. Re is partially paralyzed and 
has not been able to talk since he had the 
stroke. 

My wife has not been in the best of health 
for several years and the medical expenses 
have been a strain on my salary but I have 
managed to keep them paid. However, last 
month, due to anemia and a heart condition, 
she had to be hospitalized. * * * She was al-
lowed to come home from the hospital twice, 
but I had to take her back within 2 or 3 days. 
Now the doctors do not know when she will 
be discharged. As you can imagine, the hos-
pital and doctor bills are mounting rapidly. 
I do not own my home 'and so have nothing 
to mortgage to pay the bills. Iwould deeply 
appreciate any assistance you could give to 
help get these medical bills paid, 

My wife and I have been on social security 
for about 8 years * * * I had a serious oper-
ation during this time which cost plenty-
about $1,000. and am at the present time 
under doctor's care taking medicine every 
day * * * monthly average medical bills ap-
proximately $20 * * * I have no hospitaliza-
tion. * * Trying to make ends meet onS 

$91.70 per month. I entitled to***Am 

medical assistance? 

In mst espets.I ithamplesed
the medical care referral service. I plan 
to continue it. I recommend it to other 
Congressmen as a means of providing
helpful information to constituents. If 
other Congressmen decide to begin the 
referral service, I amn sure the medical 

societes wilcooeratefullyfinancialsocitieswilcooeraefuly.illness. 
Indeed, I strongly urge the medical 

societies to take the initiative by volu~n-
teering to cooperate with any Congress-
men who may be interested. 

If all Congressmen, working in Co-
operation with medical societies, were to 
establish this referral service, thousands 

The Illinois State Register does not ques-
tion the primary motives of Congressman 
FINDLEY in setting up his medicare program. 
Re says he subscribes to the principle that 
all American citizens should receive the 
medical care they need, regardless of per-
sonal financial circumstances. We can only 
assume then that his principal reason for 
establishing a medical referral service is to 
help assure that no one goes without medli-
cal caere for lack of information about avail-
ability of such care. That is a laudable 
motive.ic-prtdhouhonesoalf-

But Congressman FINDLEY is an outspoken 
foe of proposals to establish a program of 
medical care for the elderly under the social 
security system. Could it be that a sec-
ondary motive behind the Congressman's re-
ferral service is to gather ammunition for 
the fight against medical care through social 
security? To be able to say: "Everyone in 
my district is being taken care of. I know 
because I'm seeing to it." 

If this is the case, there is one aspect of 
the medical care situation being ignored 
by the Congressman. It is true that under 
present programns-particularly the Kerr-
Mills program which FINDLzY touts--needy 
people can get medical aid. But the key 
word is needy. And a person becomes needy
only after all his personal funds have been 
exhausted.Mebrofte8tCngs.Ishl

dence that, by and' large, the health 
needs of my constituents are being met 
adequately.

Thsfact should not obscure the op

portunities and responsibilities to make 
still further improvements, in our system
Of private enterprise medical care. 

Unquestionably the United States has 
the best medical system in all the world,
but it can be still better. 

An effective nationwide referral serv

ieoeae hog ogesoa f 
flces-is one possible avenue for improv
lng this great system. To be effective, it 
must be more than just an information 
service-important as information is. It 
must utilize the willingness-indeed the 
desire--of' doctors and hospitals to ren
der medical services without charge in 
toerrecpinl nnue ae 
toerrecpinl nnue ae 
which do not fit any' public assistance 
program. 

Mr.,HANSEN of Iowa. Mr. Chairman,
history was made today. Flew men have 
had the opportunity to participate in 
the performance of such a great and his
toric act as have those of us who are 
Mebrofte8hCngssIsal 

retires with modest saving and a small 
pension, must live in fear of a serious illness, 
because it can wipe out those- savings in a 
hurry. Only after they are gone can he 
apply for assistance in meeting his medical 
bills. But under a Social Security program, 
this same person would have no fear of 

disaster stemming from such an 

These are the people-retired people with-
out medical insurance-who are not sade-
quately provided for Under present programs. 
And no referral service can answer their 
needs, 

But beyond these considerations, we won-
der about other effects of Congressman 

Undr resntlaw, oer 5 holong remember having had this greatprso 
piiee

The Hospitalization and Medical Serv
ices Act passed today is a Clear and posi
tive answer on the part of our Great 
Society to the age-old biblical question 
put by Cain, "Anm I my brother's 
_ee?
keeper?" tymou ocey nths 

United States--is being fully responsive
to the call for the provisions of this biUl 
that have long been heard. The senior 
citizens of our country can now retain 
their dignity even though they may be 
required to undergo major hospital
ization. 

Atln lathepiryojcosAtln lathepiryojcos 
are a reality. We are following the ex
ample and reinstating into practice a 
principle which was set by our pioneer 
ancestors . of three generations ago.
Then it was common for three genera
tinS to b sebe noefml 
to b sebe noefml 
unit-a custom which provided care for 
the aged and housing for the elderly on 
a pay-as-you-go basis. 

In our more complex society, care of 
the senior citizen was being pushed into 
the background. Coming from a State 
where the percentage of persons over 65 
is the highest in the Nation, I am ex
tremely pleased that we have recognized
their individual worth and have pro
tected their dignity through this legis
lation. 

The leadership of the President in 
this positive legislation must not be 
overlooked. With his tremendous abil
ity to clarify and his abundant energy to 

useteam fteGetScey
useteam fteGetScey 

he has helped in putting before the 
American people the needs and benefits 
of this progressive program. 

I am proud to have been a part of 
this historic event. 

Mr. MATSTJNAGA. Mr. Chairman, I 
rise in Support of H.R. 6675, one of the 
truly great pieces of welfare legislation 

euiywseatd3 er 
euiywseatd3 er 

ago.
I do not intend to expound today, in 

the manner in which so many users of 
the U.S. mails have seen fit to write me 

of Aerian toseFINDLEY's referral service.itien&-speialy Congresemencitiens-specilly
In their declining years-would be better business matters in the Nation's capital.
off, mentally if not physically. They This type of &acvity frequently takes as much 
-would have confidence that government or more of a legislator's time than does 
will meet all-not just part--of their actual lawmaking. Adding to thoee duties 
medical expenses if they get in a pinch. the obligation to see that everyone in his 
They would know they can get this aid district Is getting adequate medical care 

of Amrica hose tradlitionally help consituents with personal 

adsilkethihoecaadohrculd prove rather burdensome. 
andstilhei kephoe, arandothr 

essential items1. 
They would know, too, that doctors in 

their community stand ready to provide 
adequate medical care, whether they get 
paid for it or not, 

My referral service attracted wide at-
tention in news columns. It also re-
sulted in this editorial, which appeared 
in the March 2, 1964, issue of the fllinois 
State Register, Springfield, fll.: 
A UNIQuE APR'sOAcn-REPRsszNTAnVE FIND-

LEY'S MEDICAL CARE REERaRAL. SzRVsCE 
U.S. Representative PAuL. PINDLEY, the 

Pittsfield resident who represents this 20th 
District In Congress, has come up with his 
own medicare program, promising PromPt 
attention to any constituent who is not 
getting adequate medical care." This is a 
unique approach to the medical care issue, 
and it also focuses new attention on the 
duties and obligations of a Congressman. 

Lest someone get the wrong idea, we might 
'explain that the Congressman doesn't plan 
to treat the people's medical ills himself-
he's not a physician. Nor does he plan to' 
pick up the tab for anyone's medical treat-
ment. What he is setting up is a referral 
service which will direct constituents to 
agencies which will arrange for care and 
.treatment. He has been promised doctors' 
cooperation In his efforts, 

cFurthermore, where does this type of thing 
stop. Might the logical next step be that 
the Congressman set up a referral service for 
persons who think their education Is mnade-
quatb or those who consider their jobs
inadequate. 

Mr. Chairman, the editorial suggests 
that one reason for the referral service is 
to gather ammunition for the battle 
against medical care for the elderly fi 
nanced under the social security pro-
gramn. 

The primary purpose of the referral 
service is to serve my constituents. I 
fi-eely confess that it is helpful as a 
means of gathering accurate informa-
to ntehat ed fm itit 
to ntehat ed fm itit 

As a result of the referral service, for 
example, I drafted proposed improve-
ments in the Kerr-Mills program pro-
posals which were later embodied in the 
eldercare bill, which I introduced. In 
Illinois, at least, Kerr-Mills needs to be 
Simplified, particularly as it relates to 
family responsibility. Eligibility stand-
ad r o opiae.snesca
ad r o opiaesnesca

But this experience buttressed my con-
fidence 'in the private system of medical 
care as it has developed in this country,
and it has Provided me with strong evi-
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during the past several months, on the 
relative merits or demerits of this bill 
as compared with some alternative pro-
posal. 

Many of the authors of these commu-
nicatlons show a regretful lack of ac-
curate information on the medical pro-
grams being considered by this House. 
It appears that they were writing at the 
behest of another, and the views~ ex-
pressed did not represent the considered 
Judgment of the writers, 

Mr. Chairman, I should like to empha-
size the need that is already well recog-
nized, and to suggest that H.R. 6675 rep-
resents the best available plan, or the 
best combination of available plans, if 
you will, to fill that need. 

We know, of course, that the problems 
our elderly citizens face in financing the 
cost of health care has become serious 
and widespread. We have repeatedly
witnessed the tragic situation where 
older persons are reduced to a state of 
abject poverty after their -modest life 
savings have been wiped out by serious 
illness. More damaging perhaps than 
the disappearing financial resources un-
der such circumstances is the inevitable 
loss of self-reliance and self-respect, 

If today's health cost is admitted to be 
a matter of serious consequence to the 
-elderly,the question then comes to mind: 
Is it a problem of national concern? 

Our Committee on Ways and Means 
has provided us with the answer. It 
estimates that approximately 19 million 
individuals would qualify on .Jiily 1, 96 
under the bill's'basic plan which provides
protection against the costs of hospital
and related care. The problem is not 

These admittedly are not easy criteria 
to meet. We know this. This August
body has in this and prior years con-
sidered many proposed medical pro-
grams. Many contained objectionable
features. Others were illusory in that 
they would have never filled the need. I 
submit that none has proposed to meet 
all of the requirements as well as H.R. 
6675. The historic importance of this 
legislation has led us to study the bill at 
quite some length and in detail. I do not 
Intend, therefore, to recapitulate Its 
provisions. Our able chairman [Mr. 
MILLS] and members of his committee 
have accomplished that task beyond im-
provement. 

Mr. Chairman, the opponents of this 
bill have -alleged that itspassage will 
have dire consequences upon members 
of the medical profession. After listen-
ing to. the debate I am convinced that 
upon gaining an understanding of its 
provisions, the overwhelming majority
of our doctors will approve this legisla-
tion. 

Mr. Chairman, we are today writing 
an epic in American history. This piece
of legislation will mark the boldest and 
most significant step the Congress has 
taken in insuring the health and hap-
piness of ourselves and our posterity, for 
age we all must. 

I urge a resounding defeat of the re-
committal motion and an overwhelming 
vote to pass H.R. 6675. 

Mr. GALLAGHER. Mr. Chairman; I 
am happy to give my full support to the 
medicare bill. Its passage by Congress
will mean a happier and fuller life for 
millions of older Americans now and in 

The second part is voluntary. It covers 
doctor's fees in and out of the hospital.
Aged persons who elect this coverage will 
pay a $3 monthly premium which can be 
deducted from their social security cash 
benefits and this will be matched by a 
similar contribution from the Govern
ment. Hospital and medical benefits 
under these programs will be available 
beginning July 1, 1966. 

The third major section of the bill calls 
for a 7-percent increase In social security
monthly cash benefits. Under this 
provision, no primary beneficiary will get
less than a $4-a-month Increase so all 
of the aged may purchase the optional
medical program with no loss of income. 

Finally, the bill makes many sub
stantial improvements in the Kerr-Mills 
program for the poor and includes more 
liberal fihiancing of health care services 
to needy children, the blind and the dis
abled. It also strengthens and expands
the maternal, child health and crippled
children's programs.

Mr. Speaker, the Nation will not be 
able to measure the effects of this bill In 
cold dollars and cents. How can you set 
a value on a happy, healthy life? Dur-
Ing my lifetime, I have known many older 
citizens who have remained sick rather 
than ask for charity in the way of hos
pital care. Thank God, this will change
that. It will remove most of the fears 
and dread of growing old alone with no 
one to care. It allows one to well meet 
the gathering years with dignity, with 
comfort, and confidence. Let us speed
this bill to the President as fast as we 
can, so the Great Society can begin to 
take shape.

Mr. ROBISON. Mr. Chairman,;I shall 
not take the time of the -Committee to 
detail my position on this measure, because Its pros and cons have been fully
and ably presented and discussed here 
oil this floor both today and on yester
dy

Beyond that, all of us other than the 
newcomers to Congress this year have,
for several years now, had to wrestle with 
the serious and complex policy questions
Inherent in the action it now appears 
we are about to take. I am sure those 
Policy questions-which in many ways 
are vastly more important than the 
mechanical details contained in the bill 
now finally before us-are well under
stood by all of us and by the general pub
lic to whom we bear the ultimate respon
sibility.

This measure contains much of which 
I wholly approve-much which, In the 
past, I have wholeheartedly endorsed-
and, In severeal respects, encompasses
certain legislative proposals I, myself,
have made, either In this or in a prior
Congress, in an effort to improve and to 
update our vastly important social se
curity system which, by now, has devel
oped Into a keystone of our whole eco
nomic structure. 

It is not necessary for me to detail that 
portion of the bill of which I approve,
and which has my full support; I believe 
my position on these matters has been 
fully made known to my constituents 
and is understood by them. 

In the same fashion, I am equally sure 
that my constituents have been made 

ay -neStae 
State orfvnn 

wasloclizd n o een nythe future. Approval of this billlonealeioed Inanyst ine m w part of the great mandate which our 
Hawaii just asmcasiisfudn people gave to President Johnson lasti-s smch is oun inNovember. And I don't need to remind
anyuareait from Mationel to Forida. 
Croupled withthe nacttioalt ceothes 
persoblmns ther6 fact tatgte numbrapoflo 
pncersons over 65 yearsho agestismapidl
increaiong and will. Itihreahan rstiate 
22mattlion byea 1970.Itc i thawepreoriea
muiatter ofgealth uargencthmeiat wesproide
siable health crtoAeiasnthslook 

ag ruwhich 
In selecting the medical program to fill 

this need, we should bear in mind a para-
mount consideration. And that is this, 
to extend to these citizens a medical pro-
gramn which is based on charity would,
if I may use that well-known figure of 
speech, be pouring salt into an open
wound. 

There are of course many other fac-
tors to be considered. For example, the 
medical program which is adopted must 
be placed on a sound actuarial basis. 
Further, while flexibility from the stand-
Point of choice of medical coverage is to 
be desired, the plan must not be so loose 
in Its application that it does little or 
nothing to meet the need for which it is 
intended. Finally, the selected plan must 
lend itself to universal application, that 
.is, it must be administered with equal
effectiveness irrespective of the size and 
geographical characteristics of a pairtic-
ular State. In short, it should do the 
work equally well in Hawaii. as In Call-
fornia, New York, or any other State in 
the Union. 

you that passage of this bill was one of 
the great dreamis of our late beloved 
President Kennedy. I have fought for 
such a measure for a number of years
and was the sponsor of a similar bill to 
this one, 

Someday in the future, Americans will 
back on this moment as a great step, 

can be compared to the adoption
of the Social Security system itself. In 
this bill, we will establish a way that 
young people, in the prime of their work-
Ing life, can set aside modest sums that 
will add up to better health and peace of 
mind in their older years. And so it 
should be. I don't know any American 
who wants a handout because he is old, 
unable to work and in poor health. This 
P~reserves his dignity and enables him to 
help pay his own way. As a result, the 
older man and woman in American 
society will be able to play a more re-
spected and meaningful role. They are 
entitled to that respect and I am pleased
that this bill helps to make it possible.

Mr. Chairman, this legislation is di-
vided into four major parts. First, it 
provides a basic insurance program of 
hospital care. This will be financed in a 
manner similar to the regular social 
security system, by a tax on workers and 
employers. The program will provide up 
to 60 days of hospitalization and related 
nursing home service for all persons
when they reach the age of 65. 
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fully aware of and understand my op-
position---expressed so many times in the 
past--to the financing of any system of 
medicare or hospicare or any program 
involving service benefits as contrasted 
to cash benefits through resort to the 
Payroll tax device which is, and has 
been, and should remain, in my judgment 
at least, free of any possible erosion as 
the future financial foundation on which 
the soundness of that basic social secu-
rity system must continue to rest. 

However, what seems about to happen 
here later on this afternoon will illustrate 
what all of us have surely known; that 
Is, that any real consideration of such 
a viewpoint became as politically ims-
possible as that position of opposition on 
my part became academic once the elec-
torate had made their decisions in the 
presidential and congressional elections 
of last fall, 

Those of us who have so been opposed 
to the adoption of the unfair and re-
gressive payroll tax as the means for 
financing the broadened hospital care 
program now presented us-who have 
tried to point out to all who would listen 
the dimension of the future burden on 
the 	 younger employees, particularly
those just entering the labor force, and 
also on the self-employed person whose 

net arnngsputhiminhe lwereco 
net arnngsputhiminlwerecohe 

nomic categories, that will thus be he-
posed-have done what we could to re-
sist this decision, 

We will make our last effort to prevent 
the seemingly inevitable conclusion to 
this longstanding debate, when the Re-
publican recomittal motion is offered. I 
Intend to support that motion and, even 
though the hour for decision is nearly 
upon us, I still urge all of you to give it 
your most serious and objective consider-
ation, because I deeply believe it offers 
us the soundest and, as time will tell, the 
wisest method of financing "medicare" 
or whatever the program now proposed 
may 	properly be called. That Republi-
can alternative also offers you a better-
or perhaps I should say it offers the in-
tended beneficiaries-a better and more 
comprehensive answer to the health 
needs of our senior citizens; I am con-
fident that if you have given it the 
study this proposal deserves you will be 
inclined to agree that what I have said 
is so. The Republican proposal is partic-
ularly designed, as you will note, to meet 
that 	 continuing problem-unsolved by 
the 	 committee bill--of costly cata-
strophic illness, a problem which, If we 
do not meet it now, will come back to 
haunt us. 

Let us talk figures for a minute. Under 
the committee bill an estimated burden 
of somewhere in excess of $133 billion 
will be placed on that payroll taxing 
mechanism-n%direct tax on the job-
creating segment of our economy at a 
time when more and more businessmen 
and industrialists have had, in part as 
a result of foreign competition, to reluc-
tantly consider automation as the an-
swer to ever-increasing production costs. 
Surely there Is. a limit to what our econ-
omy can carry in the way of such a tax-
and I must caution that we may be about 
to exceed that limit. 

No. 63--4 

Surely, also, there is a limit to what 
we can ask a young worker, just enter-
ing the labor force, at, say age 21, to pay, 
not towards whatever future benefits he 
may hope to receive under the "mnedi-
care" part of this bill, but to finance 
similar benefits for those already retired 
or soon to retire;, and, again, I must 
caution that we may be about to exceed 
that limit, 

We have to ask ourselves about this, 
because the "prepayment" principle 
that we hear, time and time again, with 
respect to the committee bill's approach 
is an utter myth, since not only the basic 
social security trust fund but also the 
new, separate medical-care fund, will 
be operated on what amounts to an an-
nual pay-as-you-go basis. 

The net result of this is, then, that we 
are probably about to Place a ceiling on 
the cash benefits now being paid or, in 
the future, to be paid to retirees and 
dependents under the basic social secu-
rity system. Io do not think we can, by 
recourse to this means of financing, go 
in both directions at once and, while 
this may indeed exert some sort of re-
straining influence on future improve-
ments for medicare, it may well also 
have the effect of preventing our keeping 
that basic cash-benefit system in step 

Mr. DOLE. Mr. Chairman, as debate 
on H.R. 6675 draws to .a close it is aP
parent that the real opposition to the. 
bill stems .from the fact hospitalization 
benefits are to be financed by a compul
sory payroll tax administered by the 
Social Security Administration. 

It is obvious the great majority of 
Members, Republican and Democrat, 
would support H.R. 8875 if it were not 
for this feature. To support this state
ment I remind my colleagues of the ac
tion taken by this body July 29, 1964, 
on H.R. 11865. 

The principal provisions of that bill-
H R. 11865--as taken verbatim from the 
committee report were as folloyws: 
A. 	FM PECN ACROSS-THE-BOARD INCREASE 

InT INSURA-NCE BENEFIT PAYMENTS 
The bill would increase the insurance 

benefdt payments under present law by 5 
percent for all persons now on the benefit 
rolls and for all future b~eneficiaries. 

1. Workers', aepenie~nts', andf sur'vivors' 
benfits 

For workers retiring at age 65 with average 
monthly earnings of $400 or less, monthly 
payments would range from $42 to $133.40 
for primary beneficiaries as compared with 
$40 to $127 under present law. Primary 
benefits ranging up to $143.40 would be pay
able to people who retire and come on the 

wih te ieviabletol ofan nfltioarybenefit rolls in the future as the Increase in
wih te ieviabletol ofan the base that the commnititee Isnfltioary 
economy until some alternative system 
for financing medicare is agreed 
upon-as some day I predict It will have 
to be. 

In the meantime, however, I am today 
faced with a near intolerable decision, 
Under the closed or "gag" rule imposed 
upon us, those of us who are still flash-
ing the red light of caution and concern 
for the dangers we see inherent in the 
decision about to be made, are required 
to weigh what we know is good in this 
bill-much of which, incidentally, has 
been put there by persistent Republican 
efforts to improve the bill before us--
against that which we believe to be bad, 
and then to vote the bill "up"or "1down." 

As I have said, I endorse and support 
and will vote for the Republican recoin-
mital motion. I hope that motion will 
carry and, as of this moment, I believe it 
has a chance. 

However, fully recognizing that there 
Is a very real, unsolved problem with 
respect to the health-care needs of our 
senior citizens-which problem has not 
yet been solved-and fully recognizing 
the need for action, now, on those other 
portions of this bill, the benefits of which 
could have been made available to those 
in need thereof last year except for the 
political decisions that were made, I will, 
with reluctance and with considerable 
reservations, nevertheless vote for this 
bill even if the Republican alternative 
is refused. 

I shall do this with and in the hope 
that this Congress-or perhaps the next 
Congress, as seems more likely-will con-
tinue to give this matter the continuing 
study it urgently requires, and will cor-
rect the fundamental mistake I believe 
we are making by enacting a compulsory 
health-insurance Program financed by a 
regressive and discriminatory payroll 

m 

earnings
recommending makes possible the counting 
of up to $5,400 of annual earnings toward 
benefits along with the 5-percent increase 
in payments. Survivors' and dependents' 
benefits would also be proportionately in
creased. 

2. Family benefits 
Under present law, the ceiling on the 

total amount of family benefits payable ona worker's earnings record ranges from $60 
to $284 a month, depending on the worker's 
average monthly earnings. Under the bill 
the minimum amount of monthly, benefits 
for a family would be raised to $63 and the 
maximum would be $281.20 at the $400 aver
age monthly earnings level, which is the 
highest pcssible under the present $4,800 
earnings base. In the future, maximum 
family benefit amounts up to $300 would be 
pyblea thel $5,400e basctiebearnmes tatnth 
bil would provide becomensrieffectve and0 
averag mnhyeangsrebv$40 
3. Number of benefictaries and effective date 

The 5-percent across-the-board increase 
would be effective for the 20 million bene
ficiaries on the rolls in their benefit pay
ments which are due for the second calendar 
month following the date of enactment. 

For the first full year, 1965, It is esti
mated that $925 million in additional benefit 
amounts would be paid as a result of this 
5-percent increase. 

B. PAYMENT OF BENEITrS TO CERTAIN AGED 
PERSONS 

The bill would provide limited benefits for 
certain aged Individuals who have some social 
security coverage but not enough to meet 
the minimum required by existing law. 

A special provision would liberalize the 
ellgibility requirements so that certain aged 
people who do not meet the work require
ments in present law could qualify for bene
fits on the basis of as few as three quarters 
of coverage. Upon attaining age 72, a worker 
or widow who qualifies under these provisions 
would get a monthly benefit of $35; a wife 
who qualifies would get a benefit of $17.50. 



7116 	 CONGRESSIONAL RECORD - HOUSE April t, 1965 
C. 	PAYMENT OF CHILD'S INSURANCE BENEFITS TO 

CHILDREN AT-rENDING SCHOOL OR COLLEGE 
APTEZ ATTIAINMENST OF AGE 18 AND UP TO( 

AGE 22 amn 

The bill would provide for the payetall


of child's insurance benefits until the child 
reaches age 22, provided the child is attending school, including a vocational school, or 
college as a full-time student after he reaches 
age 18. 

This provision would become effective for 
the month following the month of enact-
ment, or September 1964--whichever is later. 
it is estimated that 275,000 children will 
benefit in the total amount of $175 million 

uDerti proviTSio inR1965.ATAG6 
D.BN~r A OFRw~w G 

The bill would provide for the payment Of 
benefits to widows beginning at age 60 at 
their election, with the benefits payable to
those who claim them before age 62 actu-
arially reduced to take account of the longer
period over which they will be paid. (Under 
present law widow's benefits are payable at 
age 62.) 

This provision would be effective for 
months after the month of enactment. In 
the first full year, 1965. it is estimated that 
prov0 isionwas inbnftits.recivetak0 millintg 

years of age or older, Maine boasts 15 
percent of her population in that-group.

The medicare bill will mean added 
peace of mind and 'a more secure life to 

of the almost 110,000 people in Maine 
who are 65 years of age or older. Wheth-
er or not these people are now receiving
social security, this bill will let them par-
ticipate in the basic hospital program.
And each of these people will also have 
the option of enrolling in the additional,
supplementary voluntary insurance pro-
gram, covering doctors' bills and other 
items.wolonypybwaofrmad 

I believe special commendations are 
in order to the members of the House 
Ways and Means Committee. Their 
study of the bill was one of the most 
thorough ever undertaken in the House. 
The broader bill which emerged from 
that committee reflects the deep concern 
of the members for all the medical and 
economic problems which have plagued
the senior members of our country.

I am pleased to be a Member of the 
Congress which is today making history. 
I am happy to help fulfill one of the 

order to force the membership of this
body into accepting the ill-advised con
cept of using -aregressive payroll tax for 
a hospital room and board program
which many Of' our 18 million senior cit
izens over 65 were led to believe at that 
time was the answer to all of the medical 
care problems.

However, largely because of Republi
can effort-s in the House, who were con
cerned about the more than 25 percent
of the medical health care costs that the 
administration's compulsory program 

board in a hospital, I am pleased to see 
in the bill the Republican recommenda
tions for a voluntary supplementary
health insurance plan providing for 
physicians' and other medical and health 
services that would be financed through
small monthly premiums by individual 
participants. These individual pay
ments would be matched equally by a 
Federal contribution from the general 
revenues in the Treasury.

I 	am also glad to see Kerr-Mills Act 
improvements in the bill which will en
able our State of Illilnois to improve its 
already extensive Kerr-Mills program.

However, I am terribly disappointed
that the committee bill falls far short of 
the Republican bill in far too many im
portant respects. While the Republican
bill would provide far more benefits than 
the committee bill, it would do so with 
joint contributions from individual par
ticipants who would pay only a nominal 
fee with the balance paid for out of 
general revenues in the Treasury. The 
Republican bill would- not use a regres
sive payroll tax. It would not jeopardize
future increases in cash benefits, which 
the committee threatens to do. The 
hospitalization program in the commit
tee bill imposes a $133 billion liability on 
the social security tax structure. 

Amazingly enough, the committee bill
fails to provide for catastrophic illness, 
the largest single factor which might be 
used to justify a program of subsidized 
medical care for those over 65 and which 
concern has been reflected in some of the 
letters that I have received on the sub
ject. The Republican bill on the other 
hand would provide for catastrophic III
nes to the extent of a lifetime maximum 
of $40,000. 

The committee bill excludes pre
scribed drugs while the Republican bill 
would pay for them. 

Duplication of coverage envisioned by
the committee bill will not Provide the 
best protection for the least dollars. It 
will needlessly force duplication of coy
erage for those over 65 who are already
adequately covered at no. cost to them
selves under adequate programs of 
group health insurance, provided by
their employers, their unions or by other 
organizations. These people have no 
need for a governmient program.

There is no deterrent in the commnittee 
bill to excessive utilization of benefits 
on the part of those enrolled. 

Further, the committee bill gives false 
rise to the concept 4of entitiement by
creating the erroneous impression that a 
wage earner is prepaying for his hospital
benefits. A participating individual will 
pay for 44 Years In advance for benefits 

Mr. Chairman, the vote on final pas-
sage in favor of the measure was an 
overwhelming 388 to 8. This bill could 
have been enacted last year if the ad-
ministration had not insisted on addi-
tional provisions financed by a regressive
payroll tax. The point is that nearly 
everyone supports the concept that ade-
quate medical protection should be made 
available to the aged but it should be 
voluntary and should reflect ability to 
pay. 

In conclusion let me restate my sup-
port for those provisions embodied in 
H.R. 11865 last year and now contained 
in H.R. 6675. Let me also state that it 
is unfortunate that the provisions in 
H.R. 6675 relating to compulsory hos-
Ditalization under snrlal seecurit will 

$50proison ndrecivilioninbenfis.President's pledges. I believe the con-
fidence expressed by the people of Maine 
in their overwhelming support-for the 
President last November has been julsti-
fled. 

Mr. ANDERSON of Illinois. Mr. 
Chairman, I firmly believe that it is most 
unfortunate that we are being called 
upon to vote up or down with one vote 
and to be denied the parliamentary op-
portunity to make the social security bill 
before. us into a better bill. Indeed, I 
do sincerely believe It is most unfortu-
nate that while this bill contains features 
which are essentially good and recoin-
mendations that I have made myself 
over the years, that each member of this 
body is being asked to decide with a 
single vote either to accept provisions in 
tii hi1 ,,h1.-. fl-4. .,,1,~-compel many of us to vote against the 

measure. This one provision poses an 
enormous threat to the cash benefit pro-
grams under the social security system
by imposing upon that system a liability 
to finance undetermined future service 
benefits. Therefore, in my opinion, this 
bad feature necessarily outweighs the 
beneficial provisions.

Mr. HATHAWAY. Mr. Chairman, the 
bill before the House today marks an 
historic milestone, as many have noted, 
on America's Journey to fulfill the pledge
In the Preamble to our Constitution to 
"Promote the general welfare." 

As the wealth of our Nation increases, 
we have established the humanitarian 
principle of using some of that great
wealth for the betterment of all our cit-
izens. The medicare bill which we will 
soon enact into law enables all Amer-
iean citizens to hold their heads high-
er, to speak proudly of our commitment 
to our senior citizens, 

I have the privilege of representing 
part of the State of Maine here in Wash-
ington. This legislation is particularly
limportant to my State because of the 
nature of our population, 

Whereas only 9 percent of this coun-
try's population is 65 years of age or 
older, we In Maine have 11 percent of 
our citizens enjoying those golden years.
And while 13 percent of the Nation is 60 

---------- _--- -- l-- " - 
to reject those provisions which are 
highly meritorious and which he favors,

I voted for all the benefits that passed
the House last year such as the provi-
sions to increase monthly benefit pay-
ments to our social security retirees by
7 percent across the board with a $4 min-
imum increase for each retiree, provid-
ing tax exemption for certain religious 
groups, to continue benefits for certain 
children in school to age 22, provide ac
tuarily reduced benefits for widows at-age
60, provide benefits on a transitional 
basis to certain persons currently 72 or 
over who are now ineligible, liberalize 
the definition for disability insurance 
which in many instances the Social Se_. 
curity Administration presently inter-
prets in a manner that is contrary to the 
intent of the original enactment of this 
Provision in the law, as well as modify-
ing the earnings limitation to increase 
the amount an individual can earn 
without suffering full deductions from 
his monthly social security benefits, 

These social security amendments were 
agreed upon by the confidence commit-
tee -in the 88th Congress. They should 
have been enacted into law last year. 
They would have been had it not been 
for the fact that the administration 
wanted to withhold those advantages of 
this bill purely and simply as a bargain-
ing device like the frosting on a cake In 
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afforded to those already 65 and those visions along with those which are not 
reaching 65 before hiJm.. controversial. The administration bill 

When you consider what the commit- reminds me of a line from the popular 
tee bill is going to impose on every wage song: "A Spoonful of Sugar Makes the 
earner In the way of a tax and project, ~Iedicine Go Down." 
this from age 21 to the time such an Mr. Chairman, this is precisely why I 
Individual reaches age 65, it Is shocking voted in the Committee on Rules for an 
to find that the total social security tax open rule. I did not want to see this 
on wage earners is going to rise to the House driven to make the kind of de-
unbelievable height of 11.2 percent. If cision it is being forced to make today. 
this same wage earner were to keep these I have always supported our social secu- 
funds and invest them at an interest rity system insofar as its cash benefit 
rate of 4 percent, compounded semi- provisions are concerned.- Indeed, as I 
annually, which incidentially is today's have already pointed out, last year I 
Prevailing interest rate, this employee's voted to extend and improve the cash 
contribution forcibly taken from him by benefits paid under that system. I 
the Provisions of the committee bill will would so vote today if that were the sole 
amount to the fantastic sum of $81,000. issue before us. However, with the 

Indeed, Mr. Chairman, there are many transmutation of our social security sys-
Inherent advantages in the Republican tem from one which pays cash benefits 
proposal that make it far superior and to one which is now going to provide 
less costly than the committee bill. By medical services we are witnessing merely 
eliminating duplication of coverage and the first step not only toward the ulti-
combining all medical benefits In a sin- mate socialization of the medical profes-
gle comprehensive insurance program, sion but the first step toward what may 
the Republican program will provide be the eventual wrecking of an other-
more protection for less dollars. wise soundly conceived social security 

The Republican proposal would elimi- system. I certainly cannot in good con-
nate need as a basis for qualification science, with so much at stake, give my 
without extending benefits to those who vote of approval to any such ruinous 
are able to pay the full cost of their own course of conduct. 
insurance. It would do this by pro- Mr. CLEVENGER. Mr. Chairman, the 
viding for premium contributions re- 89th Congress will be rememebered, I am 
lated to cash benefits under social secu- sure, for many fine accomplishments. It 
rity, coupled with a tax recoupment of is gratifying to me individually and as 
the subsidy to individuals with incomes a Representative from the 11th District 
over $5,000. of Michigan to have been able to cast my 

When you take note of the foregoing vote along with my colleagues for the 
observations that I have made, I am con- bold and new programs being put to-
fident that one would have to conclude gether here to insure that all of our 
that the Republican program of volun- people have an opportunity to partici-
tary medical health insurance is vastly pate in the growth and vitality Of this 
superior to the one envisioned by the Nation. I look on our action on medi-
committee bill. care as one of the most significant of this 

In my remarks, I must in all justice Congress. 
commend the committee for the other The passage of medicare will climax 
amendments that it saw fit to incorpo- a long struggle on behalf of our senior 
rate into this bill. With the exception citizens for a Program which will help 
of the shortcomings some of which I them provide for themselves adequate 
have enunciated beforehand, I think the health care in their declining years. 
committee has done an admirable job. Under this measure, we have moved 
In other words, I would commend the to ease the burdens of retirement, to 
committee for coming up with a bill with end the fear of a life's savings vanishing 
the exception of the compulsory payroll overnight as a result of serious or pro-
deduction portion, and perfectly frankly longed illness. This program Is equally 
admit that with the exception that I important to our younger families who 
have noted, the bill has broad support often have had to make heavy sacrifices 
among Democrats and Republicans alike, in order to carry the burden of health 

Mr. Chairman, it is obvious I think care for aged parents. 
from what I have already said that many This program is going to mean a great 
Members of this body will face a diffi- deal, not only to the more than 45,000 
cult decision with respect to what they of our senior citizens in the Ilth Dis-
should do if the motion to recommit do-es trict of Michigan, but to all our citizens 
not prevail. I sincerely hope that the in the 11th District, in the State of 
motion to recommit will receive the sup- MciandnthUiedtts. 
port of a majority of this House. For We have many serious economic prob-
as I have already indicated it would lems in the 11th District of Michigan, not 
bring to the American people a vastly the least of which is adequate health care 
superior bill, free of all of the inherent for our older citizens. The right of our 
dangers which lie beneath the surface of older citizens to dignity in their declin-
the administration bill like so many sub- ing years under the assurance that they 
merged icebergs. will have shelter o~ver their heads and 

Mr. Chairman, if the motion to recoin- adequate food and clothing was estab-
mit does not prevail, I cannot in good lished firmly with the adoption of the 
conscience vote for the final passage of social security system. 
the administration bill. I cannot there- - At that time, many of the arguments 
by put my stamp of approval on what we have heard in the last few years about 
Is essentially a blackmailing tactic to medicare were used to raise the fear that 
literally force Members of this House social security would not work; that It 
to swallow unsound and dangerous pro- would be too expensive; that it would 

turn us into a nation of sheep depend
ent on an all-powerful master in the 
form of the Federal Government. This 
was not the case as the history of the 
social security program has demon
strated. 

The medicare program, in my opinion,
adds a new dimension to the principle 
involved in our social security program., 
It is the dimension of insuring during 
our working years that we will have pro
tection against devastating onslaughts of 
illness in our retirement years. It has 
been made clear in the debate-and I 
want to emphasize it again-that this 
medicare program is a pay-as-you-go 
program; it is not charity. It is an in
surance program under which all of us 
will contribute from our earnings to make 
sure that we can meet the health prob
lems of our old age. 

I am pleased to note at the same time 
the proposed increase of 7 percent in 
social security benefits which accom
panics this bill. This Increase in bene
fits is certainly in tune with the needs 
of our retirees and the economic reality 
of the times. 

I am' sure this increase will make it 
possible for many of our older citizens 
to take advantage of the optional part 
of the medicare program which will pro
vide Insurance coverage for up to 80 
percent of doctors' bills for a small 
monthly premium. 

Mr. GROVER. Mr. Chairman, we 
have taken up in 2 days of intensive de
bate one of the Most controversial legis
lative Programs of recent years in H.R. 
6675, the so-called medicare bill. 

There can be no question about the 
needs of many of our senior citizens. 
Inflation, high taxes, competitive em-
Ployment markets, and a variety of fac
tors have caused severe economic hard
ship to settle on many. I have seen the 
severe financial impact of catastrophic 
illness on these people. 

I have in the past and still do find 
the Kerr-Mills approach an excellent 
one, although I ani realistic enough to 
know and admit that Kerr-Mills has not 
been used in many of our States where 
many aged indigents reside and suffer 
without proper, medical and hospital 
care. 

I believe the eldercare and the Byrnes 
approach, with their noncompulsory 
features, their broader coverage and 
means test are preferable to the social 
security vehicle, which Is a regressive 
approach, one which burdens the low-
and middle-income wage earners. 

Thus, insuprigtsresdom
bus bill, I am looking affrmatively to the 
noncompulsory medical coverage and to 
a much-needed increase in benefits and 
earnings limitation, but with cautious 
reservation- on the social security 
approach. 

And so, Mr. Chairman, I caution the 
Congress and urge the Ways and Means 
Committee and other appropriate com
mittees to screen and study the applica
tion and progress of this legislation to 
the end that its shortcomings can be cor
rected and the program improved to 
protect hospital and medical care recipi
ents and to protect the medical profes
sion from the deterioration which the 
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profession has experienced in other coun-
tries where government interference and 
control was excessive. 

We must constantly review from the 
actuarial point of view the vague and 
gray areas which some have referred to 
in the funding of our social security 
system.

We have come a long way since the 
1930's, when the social security system
in this country was conceived and im-
plemented. It has had its critics over 
the years, but few are heard who would 
abolish it. It has become a part of the 
American scene. But something must 
come from something. I feel this new 
program goes as far-and we hope not 
too far-as a sound funded system could 
possibly go. 

I am sure that all of my colleagues 
who express this reservation hope with 

These developments do not, and cannot, would be able to support themselves in 
come cheaply. dignity, independence, self-respect, and 

THE PLIGHT OF THE AGED security, if it 'were not for the single, 
More than any other segment of our devastating factor of serious illness, and 

soiety, the aged have borne the brunt the unbudgetable cost of medical caxe. 
and burden of skyrocketing costs Of Thus, the medicare program, in the 
mdclar.Afwspestttcsbroadest sense, can be considered a great
maedtisa clare Afw t: tstc victory in the Forbeyondldou war against poverty.
make ofi claredyouple havebtotl: n it Is clear thant it will prevent poverty for 
comes of lgess than2,60 hannutoally. -millions of Americans, and relievelthem 

Halfs of agedstersns$0livngualonehav 
income of lgdessothns$1v100 alnnu hally

Abcouts haf ofstage f110amilyuit avey 
liquid assets of less than $1,000: Many 
have none. 

One in six of the aged is hospitalized 
each year. 

Nine out of ten older persons are hos-
pitalized at least once after age 65. 

About half the aged have no hospital 
Insurance. Available coverage is either 

er be realized, 
Mr. SCHEUER. Mr. Chairman, today 

we are finally within sight of an achieve-
ment so important, that if the 89th Con-
gress did nothing more than enact the 
medicare program, it would be remem-
bered in American history as one Of 
the greatest Congresses ever to convene 
in Washington. 

Exactly 30 years ago the monumental 
social security program became law. Its 
highly organized and vocal opponents 
accused President Roosevelt of fascism 
and communism, freely predicted the 

eno private enterprise, individual-
initiative, and the American way of life, 
and promised its repeal. 

Social security has of course proved 
to be one of the most enduring and 
popular laws ever passed in this Nation. 
Today no candidate anywhere on the 
political spectrum would seriously urge
its abandanwment. Sociall seuiy far 
from ending the American way of life, 
has become the American way of life 
itself-a way of life which says to the 
worid that ours is a generous and 
humane society which values and re-
spects human dignity, 

The 89th Congress is now on the point 
of dramatically reaffirming these values 
by enacting a program of medical insur-
ance for the aged which will rival so-
cial. security itself as an example of the 
greatness and compassion of the Ameri-
can society. 

THE SOARING SPIRAL OF MEDICAL COSTS 

The cost of medical care is the fastest 
rising cost of any component of the Con-
sumer Price Index. Hospital care has 
been, by far, the most rapidly advancing 
element of medical care costs. In the 
14-year period, 1950-1964, medical care 
costs increased 63 percent; hospital
daily service charges over the period in-
creased 150 percent. In contrast, the 
total Consumer Price Index rose during 
this period by less than 30 percent. 

The average daily cost of hospital care 
Is nearly $40, and according to the Amer-
ican Hospital Association, we can expect 
an annual increase of about 5 percent
during the next 5 years. 

The spiraling movement in Medical 
costs is only partially due to inflation. it 
also reflects the improved quality of 
medical care-the myriad new lifesav-
ing drugs, techniques, and procedures, 

me ha easor f nsabliy il nv-woefully inadequate or costs more than 
the older person can afford to pay. 

One-third of families considered poor 
are headed by a person above the age 
of 65. Nine out of ten couples, with at 
least one member 65 years or more and 
receiving no public welfare nor help 
from private voluntary agencies, had 
medical costs that averaged $442 in 
1962. One out of four of the couples 
had at least one member hospitalized 
In 1962 and the average medical cost of 
these one out of four couples was $1,200. 
Couples with no hospitalized member 
during the Year had medical costs of 
$1233, on the average. Unmarried aged 
persons had a median income of $1,180, 
and spent $1,000 for an average hospital 
stay. 

In short, millions of our elderly citi-
zens have been Paying the equivalent
of 50 to almost 100 percent of their an-
nual incomes on medical expenses,
These fiue l l 1-fl th 
story of staggering debt and physical 
deprivation on the part of our senior 
citizens that has increasingly been a 
dark blot on Amnerica's conscience.. 

Furthermore, there is no way of being
certain how many of our aged have died 
because they were simply unable to avail 
themselves of the excellent American 
medical care which is available to more 
fortunate Americans. One study in 
Michigan found that 45 percent of the 
people with incomes of less than $1,000 
had one or more untreated symptoms, 
Only 10 percent of people with family 
Incomes of $5,000 and over, had un-
treated symdptoms. A Boston study 
showed that twice as many of the poor 
over 65 had untreated symptoms as the 
well-to-do over 65. 

A VICTORY XIN THE WAR AGAINST POVERTY 

Probably the strongest evidence of the 
need to help the aged meet their medical 
requirements was given by Secretary Of 
Health, Education, and Welfare Cele-
brezze in his testimony at the executive 
hearings of the Ways and Means Coin-
mittee on Medicare: 

some three-fifths of the aged going on 
public assistance-old age (OAA) and mnedi-
cal. assistance for the aged (MAA) together-
do so because of health costs. Today over 
one-third of all public assistance expend.i-
tures for the aged are for health costs,. 

What Secretary Celebrezze's statement 
means Is that most of our aged citizens 

of the indignities of asking for public as
sistance after a lifetime of productive
labor, and independence. 

OPPOSITION DIES HAWD 
Mr. Chairman,in spite of these undis

puted facts, the opposition to medicare 
over the past several years has been 
highly organizej, unremitting, and until 
this moment, all too successful. 

The American Medical Association 
has been almost universally criticized for 
its continuing scare campaign against
health insurance under social security. 
It is an old story, and I will not once more 
detail the AMA's sorry record .of irre
sponsible opposition. 

It is important, however, to see this 
opposition in historical perspective. For 
the truth is that the American Medical 
Association has opposed virtually every
hard-earned inch of progress In social 
welfare for the past three decades. Its 
opposition to medicare is as bankrupt as 
its opposition to social security 30 years 
ago, when it called that program "the 
first step in the breakdown of American 
dm~r~. 

This powerful organization has done 
untold damage to the prospects of the 
medicare program in past years. Today, 
as we are near victory, we can perhaps 
afford a measure of magnanimity In our 
view of the AMA. But surely in the eyes 
of the vast majority of Americans its 

n Ijulng rpnnrd of imrealntirfi- nav_~saytng has 
lost it any legitimate claim to determine 
the means and techniques of disturbing 
medical services in this country. 

OVERWHELMWING APPROVAL HOPED FOR 

Mr. Chairman, it is my hope that this 
body will speedily give H.R. 6675-the 
medicare program-its overwhelming 
approval. After years of hope deferred, 
the aged citizens of this country have a 
right to feel that the Congress Is finally 
heeding their needs. 

I firmly support this program, and It 
is overwhelmingly supported by my con
stituency. I am particularly gratified 
that the bill finally covers those whose 
incomes include cash tips. This corrects 
the gross injustice suffered by retired 
persons who in their working years re
lied heavily on tips for their income-in
come on which they paid Federal taxes. 
Covering tips in social security would 
benefit a million employees and their 
dependents. These employees are esti
mated to receive over $1 billion in tips 
each year. 

ONE UNFORTUNATE EXCEPTION 
The bill as It'stands, with Its combi

nation of basic compulsory coverage of 
the costs of hospital and home care, and 
additional voluntary coverage to cover 
physicians' fees-a combination which is 
a stroke of genius-is a better and 
togrpeeo eilto hnispo 

ponents could have dared hope for even 
a year ago. 
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It has one important deficiency, how-
ever, which the Congress would do well 
to correct. H.R. 6675 would exclude 
from Payment under the basic hospital 
program, the services of radiologists,
Pathologists, psychiatrists, and anesthe-
siologists even if they are employees of 
the hospital or, by arrangement, have 
the hospital collect their fees for them. 

The services of these specialists are 
often included as a routine hospital ex-
pense, a practice which H.R. 6675 as it 
now stands will surely kill, 

The American Hospital Association 
does not want a change in present prac- 
tices. It has been estimated- that the 
services of these specialists account for~tiveafifth or more of the hospital bill, 

It is very likely that these specialists'
fees will rise considerably once they are 
no longer collected by the hospitals with 
which they are associated. If H.R. 6675 
is not amended to remove the exclusion, 
the aged who do not participate in the 
voluntary medical plan will have to bear 
these charges themselves. And to the 

extet tat he olutarsinurace 
extet tat he olutarsinurace 

subscribed to, the Federal Government 
will be made to bear the burden of in-
creased fees. 

I therefore urge the Congress to amend 
H.R. 6675 to cover the services of these 
hospital specialists under the basic hos-
pital Insurance plan as outlined In the 
bill. 

In an historic test case, the Supreme
Court of the United States upheld the 
Social Security Act of 1935 with these 
stirring words, written by Justice Car-

doza actTh hoehewroe,th bhin 
woas "Tohae moen aehnd women fchromthe, 

was to avemenandteome frm
rigors of the poorhouse as well as from 
the haunting fear that such a lot awaits 
them when Journey's end is near." 

Mr. Chairman, the same simple human 
hope inspires the medicare program of 
1965. That hope must be fulfilled. 

Mr. HUOT. Mr. Chairman, I rise in 
support of H.R. 6675, which I1 consider 
one of the most important and needed 
bills to come before the Congress in this 
decade. 

I would also like to take this oppor-
tunity to commend all the members of 
the House Ways and Means Committee 

most 3 in every 10 couples had less than 
$2,000 yearly income, 

Everywhere in this country the costs of 
hospital care and nursing home care 
are rapidly rising. Without this legis-
lation, Mr. Chairman, the earnings and 
savings of a large percentage of our pop- 
ulation may be wiped out with just a 
month of illness requiring a stay in a 
hospital and convalescence in a nursing 
home. 

The basic plan under H.R. 6675 will 
meet these problems which so many of 
our senior citizens face today. The 
average premium of about $19 a year 
which will be paid during their working 
years is indeed cheap enough for the 
sweeping benefits they will receive when 
they attain the age of 65 when these 
benefits are really needed. 

The volluntary supplementary plan en-
ables the person 65 or over to add to 
these .benefits if he feels his income Is 
sufficient to pay the $3 monthly pre-
miums. 

The other sections of thi bill, I be-

It is especially tragic that alternative 
proposals which would have used free 
enterprise insurance coverage and would 
have provided legitimate coverage for 
older citizens truly in need have been 
arbitrarily rejected by this politically 
motivated administration. 

Mr. Chairman, as part of my remarks 
I include a letter from a constituent 
which very effectively states the citizen's 
point of view on this subject: 

CHICAGo HEIGHTS, ILL., 
April 5,1965. 

HOn. EDWARD J. DERWINsKI, 
House of Representatives, 
Washington, D.C. 

DEAR Ma. DEnwmxsnr: As my Representa-In Congress, I urge you, sir, to voteagainst the King-Anderson bill (H.R. 1)
currently before the 89th Congress, corn
monly referred to as medicare, for the fol
lowing reasons: 

1. Social security benefits and the corre
sponding taxes are already reaching the 
saturation point, as far as the middle-income 
taxpayer is concerned. With tax increases 
already scheduled for social security under 

and State obligations to the welfare of 
the American people. 

After careful consideration it is my 
opinion that this legislation does not 
affect the doctor-patient relationship 
necessary to maintain high quality med-
ical care for our senior citizens, 

The society in which we live has of-
fered much in the way of a better life 
for all1. We are a prosperous Nation and 
a country which is fulfilling its obliga-
tion to provide for the common welfare, 

livestrngten he xisingFedralpresent law of 8.25 percent on $4,800 of inhae, tregthn te eistng ledralcome as of January 1, 1966, or $198 per year 
on each employee and employer, and with 
additional taxes (9.6 percent on $5,400 of 
income) and increased benefits contem
plated under the existing social security 
system, I for one, Mr. DERtwINAKi, do not 
want to pay another $16.80 per year for medi
care. If aln these increased welfare taxes gothrough, social security taxes will be pushed
above 10 percent. but will this be the end 
of it? More importantly, can the existing
social security system stand the additional 
load of medicare benefits? As you know 
only too well, this Is only the beginning of 

$2,000. New Hampshire's senior Citizens 
have gone on record in favor of this leg-
islation. 

Mr. Chairman, I urge the Members of 
-the House to join me In voting for H.R. 
6675. 

Mr. DERWINSKI. Mr. Chairman, it 
isoften said that "a politician is a man 
who thinks of the next election while a 
statesman is one who thinks of the next 
generation." In voting, against fina 
Passage of this measure, I am taking
what I believe to be a statesmanlike pos 

itha hgh prcetag ofeldrlyan insatiable drain on the Federal Treas-
Wihos mdan annua iecncome is eldesslha ury, If the recent experiences of France, Italy,

wose edin amua incme s lss hanand other Western European countries with
health care for the aged are any reliable 
indication. 

2. Medicare does not permit; it compels 
every wage earner to participate in the plan.
The wage earner is taxed; he does not con
tribute. 

3. Medicare would call for higher payroll 
taxes on all wage earners to pay for benefits 
for everyone over age 65, the rich and well 
to do as well as the needy. Contrary to the 
current Democratic administration's pro
nouncements, the elderly of this country are 
quite well off. I'm sure that you are aware 
that on the, average the net worth of the 

plan and a voluntary supplementary plan
be established. I believe this bill meets 
the objections of some who say that the 
hospitalization plan was insufficient to 
meet the needs of our senior citizens, 

This bill is needed, and in testimony
I would like to submit a brief argument
regarding the State of New Hampshire 
and what I consider its urgent need for 
this legislation.

New Hampshire has a population of 
a little over 600,000. By 1970 it is pro-
jected that those over the age of 65 will
number over 85,000. As can be seen by 
these figures there is a high population 
of elderly In New Hampshire. 

There are no adequate statistics de-
veloped concerning the average income 

-of persons over 65 in my State. A na-
tional study completed in 1963 on the 

for hei bsiction wih te log-trm nterstsof hreommedatonsthata 
for hei reommedatonstha age 65 is $30,a bsictio, wth te lng-erminteest ofthefamily whose head is at least 

public in mind, rather than the politi-
cally motivated position of the admfinis-
tration which is propelling the bill 
through the House with a minimum of 
debate and review, 

The increases in the social security tax 
found in this bill will impose a constant 
drain on all American wage earners. We 
witness in this bill the fantastic develop-
ment by which a person supporting an 
average-size family and drawing an aver-
age national wage will be paying a larger
social security tax than personal income 
tax. . 

As we look into-the future, we see clear 
signs of rigid governmental control of 
our medical system which can only be 
detrimental to all our citizens. At the 
risk of oversimplification, may I1 state, 
that this bill is a sugar-coated pill that 

'118, considerably higher than the average 
net worth for most younger family age 
groups. Moreover, current statistics tell us 
that 80 percent of 65-plus families own their 
own home free of any mortgage, and 82 per
cent of elderly families owe no installment
debt. Only one-third of the total income
of Americans over age 65 ($35 billion) comes 
from social security and other Government 
retirement programs. 

In view of the above, Mr. DsawiNsKI, is it 
morally right or fiscally sound to tax the 
younger wage earner to pay for the hospital
bills for older people who, In the main, can 
afford to pay their own bills? I for one am 
trying to create or accumulate moneys for my later years, to buy a home, and to send 
my children to college, and I do not think 
it is morally right to have young workers 
pay medicare taxes during their wage earn-
Ing years to pay the heavy medical costs 
of today's beneficiaries. Of course, tomor
row's benefits would have to be paid by to-

he s bengbasi ofa smplng eveaed ollw- walowe inan esy ~shonbutmorrow's taxpayers--my children. My chilhe s bengbasi Ofa smplng ollw-eveaed walowe inan esy ashonbutdren are already going to have to pay formng median annual income for persons its Ill effects will be felt in the ultimate my social security pension out of their taxes,

over 65: married couples, $2,875; non- crippling of our medical services and un- why add my medical bills?

married men, $1,365; nonmarried warranted, regressive tax burden on our .4. Current surveys show that 96 percent

women, $1,015. It was found that al- citizens.' of the elderly people over age 65 do not owe
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any money to a doctor, a dentist, or a hos-
pital, and 60 percent of the elderly already 
have protected themselves against the cost 
of illness through health insurance and other 
prepayment plans.

5. Medicare hits those least able to pay-
people like myself, for example. The $5,600-
a-year worker would be forced to pay as much 
tax as the $56,000-a-year executive, 

6. Medicare In its present form, although 
I understand Mr. WILSun MILLS' House Ways 
and Means Committee has recently rectified 

for benefits. The Republican program 
is voluntary, thereby reducing appre-
ciably the costly duplication of coverage, 
The King-Anderson measure takes every-

one 65 and over and makes them "wards 
of the state" insofar as hospital benefits 
are concerned. To me this is not only 
an insult to the American people, but 
lacking in understanding. The senior 
citizens of this country want to be inde-
pendent and, above all else, they do not 

The certificate could be used to obtain 
the kind of medical care insurance the 
citizen desired. The insurance carrier, 
in turn, would receive payment of the 

premium cost, UP to $150 per person, by 
presenting the certificate to the 
Treasury. 

Also in this regard I think it is note
worthy to mention that there is a grow-
Ing trend in the United States toward the 
purchase of health insurance for retired 

mpyesyfrermlyr.Th
mpyesyfrermlyr.Th 

Harvey bill encourages this practice by 
offering the same $150 credit to the em
ployer who provides health insurance for 
retired employees. As of March 1965, 40 
States and 4 Territories have initiated 
the legislative authority for implementa
tion of the Kerr-Mills program of medi

this to some extent, doss not provide any-wattbeabreontewrigmn
thing for the following: doctors' bills, sur-wattbeabreontewkigmn 
geons' fees, bills for drugs, medicine, medical 
appliances, dentures, eyeglasses, and hear-
ing aids. Medicare would provide only for 
hospitalization care on an inpatient basis 
and some nursing home care for 60 days 
maximum after discharge from the has-

pia. MdcrIfpsewodpemtte
Fedra Goedrnent.asetooexercieran ttdesr 

able degree of direct control over hospitals 
and doctors. Free choice of hospital, nurs-
ing home, and physician would be Impossible 
under medicare in most cases. If a hospital
chosen by the patient was not participating 
unmder the medicare plan, the patient would 

and women of this Nation. The proposal 
offered by the Republican leadership will 
enable these people to make small con-
tributions, which they themselves are 
willing to do to keep their independent 
status. 

Pollsters have stated that over three-
fourths of the total civilian population 
and 60 percent of the aged population, 
had some form of private health insur-
ance as o.' December 31, 1962; and that 
there'-is reason to predict that senior 
citizen's participation in private health 
insurance programs will increase appre-

cal assistance for the aged who are recip
ients of old-age assistance. My proposal 
is intended as a supplement to the Kerr-
Mills law and other programs which as
sist in medical care for senior citizens. 
To a great degree, the provisions in the 
Harvey measure would replace the other 
programs. There would be approxi

mately 14.5 million Americans over 65 
who would be eligible for benefits. Maxi
mum possible cost of the program would 
be 14.5 million multiplied by $150. This 
figure would be reduced somewhat by sev
eral factors, including: (1) the amount 
spent by the Government under othier 
pgrm wudbeeuedprcab,

ol erdcdapeiby 
and (2) there would be a displacement of 
most Income tax deductions now claimed 
for illnesses. First full-year cost esti
mates under King-Anderson are $2.3 bil

sonai physician was not on the staff of a par
ticipating hospital, the elderly patient would 
have to accept another doctor. 

8. Finally, and perhaps most important of 
all, I don't think that the majority of the 
people in this country fully understaiid this 
vital issue. According to a recent Gallup
poUl published In the Nation's newspapers on 
January 4, 1965. 77i percent of the American 
people do not fully understand the provi-

sions and limitations of the medicare ta 

plan. Does this indicate a mandate to the 
current administration to pass this bill, 
when 150 million people don't know what 
they are getting? Is this democracy in ac-
tion? 

What am I for? I am for, and I urge you
to support, either the Herlong-Curtis elder-
care bill (H.R. 3727) or the proposal in-
troduced by Representative Jo~m W. ByRNxs,
Republican, of Wisconsin. I say either bill 
beeause I thInk-elther of these bills, would go 
a long way toward rectifying the many ills 
of the King-Anderson medicare bill listed 
above, and in addition both the eldercare bill
and the Byrnes proposal would utilize Blue 
Cross, Blue Shield, and other private health 
insurance companies, who are experienced 
administrators and operators in this field, 

I thank you, Mr. DEswisxsn, for giving 
this letter whatever attention you could, and 
I urge you, again, to vote against medicare. 

Iation 
Very truly yours, 

JOHN Rt. GLENDINNING. 

Mr. HARVEY of Indiana. Mr. Chafr-
man, although I stand opposed to H.R. 
6675, the administration's medicare blll, 
I would like to point out that this does 

notean hatI am unmindful of the 
problems that prompted this legislation
in the first place. Rather, my concern is 
with how best these problems can be 
solved. Through compulsory payroll tax 
deductions for everybody under social 
security, the authors of "medicare" say 
that the public interest will be'st be 
served. I cannot agree with this. The 
Republican alternative actually offers a 
more comprehensive program of medical 
insurance, financed partly by premium 
contributions, and by the general revenue 
tax system based on ability to pay. 

Under the provisions of King-Anderson 
all people 65 and over would be eligible 

have to go elsewhere. If the patient's per-I ciably in the years ahead. It would 

seem to me that King-Anderson goes 
too far. Actuarial experts have projected 
that a young man -entering the work 
force will have paid into the social secur-
ity fund a staggering amount of money 
by the time he reaches 65. Had this 
money been invested privately and inter-

taciethtoafiueIslgly
etacre h oa iuei lgtyporm 
over $38,000-hardly an insignificant 
sum. Insurance companies in the 
United States have stated a willingness 
to offer more comprehensive coverage 
for less cost. While it is* true that the 'lion. Under the Harvey bill, first full-
administration's bill does have a volun-
tary enrollment provision whereby for a 
salmnhypeimdco' n 
ml otl rmu otrsada 

related services will be paid, the Repub-
lican proposal, at no extra charge, covers 
cases of a catastrophic nature as well as 
doctor's fees and drugs. Last but cer-
tainly not least, among my objections 
are the cost estimates of the program 

under social security.
I do not believe that even the experts 

actually know just how much this pro-
gram is going to cost the American ta~x-
payers. Having recognized the import-
ance and need for constructive legisla-

in this field, in January of this yea 
r reintroduced a bill to provide a corn-
pletely voluntary medical care insurance 
program. I introduced similar propos-
als in the 87th and 88th Congresses, 
It does not require action by State legis-
latures. It contains no "meanis test." 
It Is based upon a completely conflden-
tWs relationship between each individual 
and the Treasury Department, the 
health insurance carrier of choice, the 
doctor, and the hospital. It does not 
discriminate. It is a true free-enterprilse 
plan to help Americans take care of 
themselves, 

Under the provisions of the Harvey bill 
every American who is 65 or over would 
file a Federal income tax return whether 
or not he owed any tax. A simnple, easy.. 
to-file return is recommended. If an in-
dividual or a married couple owed noc 
tax, the Treasury Department would 
give a medical care insurance certificate. 

year cost estimates predict $11 4 billion. 
This amount, however, would not appear 
sa diinlaporainbtrte

a diinlaporainbtrte 
as a reduction In the general revenue. By 
comparison of the two programTrs and the 
effect the King-Anderson bill will have 
on the economy and the social security 
programs, I invite my colleagues to join 
me in opposing this ill-conceived legis

lation. 
Mr. FRASER. Mr. Chairman, the bill 

we are considering today, H.R. 6675, is 
the most significant legislation to Im
prove the quality of living for retired 
Americans since the enactment of the 
social security law. 

I have supported the pripciple of pro
viding hospital Insurance for the elderly 
under social security since I was first 
elected to Congress. In both of my elec
to apin tesdteiprac 
tofnacampingnssrsethe iigAdesnmpocrtne

Kig-neronlmedicar

district strongly support medicare,

ofl.enacing eththte 

In its consideration of the proposals 
on health care for the aged, the Ways 
and Means Committee wisely rejected 
proposals which would have us rely 
solely on welfare programs. Welfare 
programs are very necessary. But they 
should be for those who have come to 
the bottom of the economic ladder. The 
Kerr-Mills program in my own State 
requires an applicant to pass a rather 
rigid means test, even though this test 
Is more liberal than under our old-age 
assistance program. Thus, in the words 
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of our Commissioner of Welfare, "even 
Kerr-Mills is still a program inly for the 
very poor.", 

In the United States we have not been 
satisfied with only welfare programs,
Early in this century we established 
workmen's compensation--our first yen-
ture into social insurance. Then came 
unemployment insurance, followed by so-
cial security. This is the American way. 
We ask Government to provide social in-
surarnce where such insurance will do the 
job better than by leaving each indi-
vidual to his own resources. We do not 
tell the injured workman, or the man 
without a job, or the retired worker, to 
first exhaust his Assets and then go down 
to the welfare office. We have provided 
social insurance benefits as the second 
line of defense, so that a person need 
not exhaust-or nearly exhaust-his 
Personal assets. 

This is why I favor the King-Anderson 
bill. It provides a second line of defense 
against the catastrophic effects of medi-
cal expenses. It is earned as a matter 
of right, and can be taken into account 
by people as they plan for their retired 
years, just as people now plan their re-
tirement around social security. 

H.R. 6675 is an even better bill than 
the original King-Anderson proposal. 
Besides the basic hospital and related 
care for the elderly, it provides for a 
voluntary supplementary plan covering 
physicians' and surgical fees and related 
services. In addition, it makes a number 
of liberalizing changes in the Kerr-Mills 
law, thus improving our basic welfare 
program, 

This bill is a sensible approach to a 
very serious problem. It meets the needs 
of all Americans in the ways best suited 
to the individual. It is also a fiscally 
sound bill and will help immeasurably 
the financial situation of the elderly,
For this reason I urge its adoption. 

Mr. ADDABBO. Mr. Chairman, I rise 
in support of H.R. 6675. In my initial 
campaign for election to the House of 
Representatives in 1960, I pledged my 
support of legislation to provide a pro-
gram of 'medical care for the aged plus 
needed liberalizations in the regular 
social security program. I believe that I 
have lived up to that pledge. I have been 
a 'cosponsor of the King-Anderson bill, 
and I have sponsored many other bills to 
bring needed benefits to the people, 

The Committee on Ways and Means is 
to be commended for its dedicated work 
this Congress to get this measure before 
the House. In my opinion they have 
given us an excellent and comprehensive 
bill and one that will really meet many of 
the needs of our senior citizens. Through 
answers to my questionnaires and 
through direct mail to me, I know that a 
large majority of the citizens of my con-
gressional district enthusiastically sup-
port this Progam. 

In addition to the increase in monthly 
benefits, optional benefits to widows at 
age 60, liberalized eligibility require-
ments for disability and for persons 72 
years of age or older, I was particularly 
pleased that benefits for children will be 
continued to age 22 so long as the child 
is attending an accredited school or col-
lege as a full-time student, legislation 

which I have introduced in every Con-
gress I have been here. 

Mr. Chairman, I could speak at length 
on the merits of this bill, the peace of 
mind it will bring to our senior citizens, 
but it has all been said so well by our 
distinguished chairman of the Commit-
tee on Ways and Means that I will only 
say that I support H.R. 6675 wholeheart-
edly and I urge my colleagues to do the 
Same. 

Mr. CULVER. Mr. Chairman, the 
passage of the medical care insurance 
bill by the House of Representatives to-
day represents a historic pledge by a 
nation to uphold the honor and dignity 
of its elderly citizens. This is particu-
larly significant in Iowa where our 343.-
000 Persons of retirement age represent 
the largest percentage of elderly found 
in any State. 

The bill provides a wide range of in-
surance programs to assist in meeting 
the medical and hospitalization require-
ments of our older citizens. In this re-
spect it combines many of the best fea-
tures of the medicare, eldercare and 
Byrnes proposals and represents a rea-
sonable legislative compromise in the 
finest sense of the word. Of equal im-
portance, it is financed in a manner 
which will enable an individual to con- 
tribute substantially to the cost of his 
own Protection; yet at the same time, 
the bill maintains the fiscal soundness of 
our social security program, 

I feel that this bill successfully com-
bines the abilities and resources of the 
Federal and State Governments, the 
medical Profession, and private insur-
ance organizations in a most desirable 
manner, to insure the independence of 
our medical profession and the personal 
dignity of our senior citizens. 

Mr. RUMSFELD. Mr. Chairman, I 
have repeatedly voiced my support of 
the Social security system, and during 
the 88th Congress, supported the Social 
Security Act Amendments of 1964 which 
regretably never became law. Accord-
inig to the chairman of the House Ways 
and Means Committee, the gentleman 
from Arkansas [Mr. MILLS], the pro-
visions of that bill are now encompassed 
by the bill we consider today, H.R. 6675, 
with but one minor exception.

Further, I have repeatedly voiced my 
deep desire to see that Individuals In 
need of health care assistance receive 
that aid. Certainly, at this point In time, 
few in our country would suggest that 

on this. Finally, the issue is not whether 
or not we should pass a measure to Pro
vide some assistance to help defray ever-
mounting hospital expenses for the 
elderly. Most Members have demon
strated agreement on this. So, there is 
no real debate on roughly three-quarters 
of this bill. 

The only real issue before the House 
today in the minds of the vast majority 
of the Members, and certainly in MY 
mind, is which approach to this prob
lem of hospitalization costs for elder 
citizens is better-that which is con
tained in title I of the committee bill, 
commonly called "medicare." or that 
which has been proposed in the Byrnes 
bill and which will be offered in the mo
tion to recommit with instructions. 

This bill is being considered under a 
closed rule, with no opportunity for 
amendment. The motion to recommit 
with instructions is the minority party's 
only opportunity to gain a record vote 
on any alternative proposal other than 
the whole omnuibus bill which is voted on 
at final passage. 

In brief, the Byrnes' motion to re
commit encompasses the following pro
visions which are- also in the commit
tee bill: 

First. The Social Security Act amend
ments and benefit increases as provided 
by the bill which passed the House dur
ing the 88th Congress, and which I sup
ported, to strengthen, improve, and ex
pand this program; 

Second. Certain Curtis-Herlong "el
dercare" proposals to amend, expand, 
and strengthen the existing Kerr-Mills 
Program which I support; 

Third. Some concepts of the Bow bill 
providing tax deductions for the cost of 
certain health care insurance, which I 
support; and 

Fourth. The Byrnes proposal for a 
voluntary enrollment program covering 
supplemental medical services-doctor's 
and related charges--financed partly by 
a monthly premium and partly by gen
eral revenues which I also support. 

Thus, each of these sections of the 
committee bill, which I support and 
which, I believe, a majority of the mem
bers of both parties support, are con
tained in the Byrnes motion to recoin
mit with instructions. 

Teol ao ifrneI h 
Byres bill vejrsu thfermmtene bIll ise 
titlesI rellatingsto the comethodeo binnc
titlg hsItarlcaren forthe agethd.oiac 

those of our fellow citizens in need ofinhoptlcrfrteagd 
medical attention should be denied that 
aid for lack of funds. 

The real issue before the House today 
is not whether or not we should pass 
the social security benefit increases and 
amendments. Certainly, the vast ma-
jority of Members agree on these. The 
issue is not whether or not the Kerr-
Mills Act should be strengthened and 
improved as proposed by the eldercare 
bill proposals. Most Members are in 
agreement on this. The issue Is not 
whether the Byrnes proposal as adopted 
by the Committee should pass and there-
by provide a voluntary insurance pro-
gram covering doctor's bills and related 
charges for all citizens over 65 years of 
age. Most Members are in agreement 

The committee bill provides for a com
pulsory program of hospital and related 
benefits, financed under the social se
curity system by the regressive payroll 
tax. 

The Byrnes proposal, to be offered by 
Representative JOHN BYRNES, the rank
ing minority member on the House Ways 
and Means Committee, is for a voluntary 
comprehensive program of medical in
surance financed partly by premium 
contributions and partly by general rev
enues and which would in fact Provide 
broader benefits than the related section 
in the committee bill. 

Following is a summary description of 
the relative advantages of the Byrnes 
proposal for health insurance for the 
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aged prepared by the Minority staff of as encompassed In the motion to recoin- benefits under social security could well be 
the House Ways and Means Committee: mit with instructions. In addition to jeopardized in the future.

1. Voluntary: The basic hospitalization the above comments, It should be em-
bll ns thexenddprogam comiteepasizd tat-The 

progambll ns th comiteepasizd tat-beexendd 
2. This approach is Unfair to Workers. 

cost of the hospitalization program Will
paid for by those flow working. Benefits 

for those no0w over 65, Who will not pay for 
an - of the cost, will eventually total $35 

okrerig$,0 nuly
zin okrerig$,0 nuly
with a wife and children to support, will pay
$250 in income and social security taxes in
1966. Inlludling $18 hospitali-zat-lon tax. Acouple with $3,600 income will receive
the Protection Paid for by the young worker, 

automatically and compulsorily to all eligi-
ble persops over age 65. The Byrne. pro-
gram would be wholly voluntary. When
coupled with the payment of a premium
contribution, this reduces the duplication
of coverage for those already covered under 
private Programs. It preserves the insurance 

-.conetiuoy 
concpt.

omitebil 

First. The alternative proposal offers 
broader benefits for those in need. For 
eape h omte-ilde o r-blin 
eape h omte ilde o jo
vide for one of the worst disasters that 
can strike a family today, namely, catas-
troPlic Illness, whereas 'the alternativeropoal des.retired
prh eoposal does. v ha h igiyo 

the hospital program is extended to all Per-' 
sons presently over age 65 (except certain 
Federal employees) at no cost. The Byrnes 
program requires the participants, includ-
Ing those presently over age 65, to make a 
contribution toward the cost of their in-
surance. This reduces the cost which under 
the committee bill must be borne by tax-
payers under age 65. It also acts as a deter-
rent to excessive utilization of benefits on the 
part of those enrolled, 

3. Not payroll financed:, The hospitallza-
tion program in the committee bill is, In

-fact, a part of the social security tax system., 
An additional liability of upwards of $100 
billion Is Imposed on the social security tax 
structure by the adoption of that program,
The Myrnes program is financed out of the 
general revenues, wholly apart from the 
social security system. This reliance o
general revenues utilizes the general tax 

-i. ontibuory Inthecommtte belevetha th dinit ofyet, with lower living costs, will pay no inbil, ecod. 
the indivldual citizen reqiuires that those 
who can afford to pay should Pay for 
teeepne.Hwvr ne hs
teeepne.Hwvr ne hs 
compulsory system, there is no choice,
Even those fortunate citizens now ade-
quately covered by personal, wealth or 

- buines,nionorpriatehealhpobuiesanonrrpiaeeelhp 
grams Will be covered, 

Third. The committee bill's regressive
payroll tax will hit hardest at those least 
able to pay whereas the general fund 
financing of the alternative proposal
would not,. 

Further, if the motion to recommit 
fails, It Is my Intention to oppose the 
bill on final passage. Admittedly, the 
committee bill is neither all bad nor all 
good. In fact, It is considerably better 
no hnwe h dinsrto n 

come tax, no social security tax, no hospitall
zation tax.

3 ersietxht hs es bet
3 ersietxht hs es bet 

pay the hardest and the payroll tax is one 
of the most regressive taxes known. it ap-
Plies to the first dollar of earnings. There 
arentio norexmpinusufor dexpendens, nodexpendens, no dexusionexemforounusual dedu-on 
and no tax credits. There Is no considera
tion Of ability to pay. The president of a 
corporation pays the same amount as his 
worker. A m-an with good health and no 

family Pays the same as a man with a large
family and heavy doctor bills. 

Mr. Chairman, some of the elder citi
zens of this Nation need assistance with 
the costs of health care. It is my hope
that the Byrnes proposal will pass,
thereby providing those individuals a 

oecopeesv eiso beefts 

on a voluntary rather than compulsory
basis, at less total taxpayer cost, and 
financed not by the regressive payroll 
tax but by general revenues. 

Mr. SKUBITZ. Mr. Chairman, the 
technique which the majority intends 
to follow In promoting its Great Society

Program is now apparent. It now ap

pears that henceforth, the majority will

draft legislation, and when the wheels

have been properly greased, measures

will be presented to us on a "take it or

leave It" basis.


On three different occasions, I have 
h-r VC~slJhp5y 'adcs

this body, quote from verse 18 of chap

ter I of the Book of Isaiah, "Come now

and let us reason together." I presume

that I have been somewhat naive in as

suming that what the President intended


a htti h raetdlbrtv 
on earth would, after free and frank

dsusoatmtt eov t ifr 
usoatmtt eov t ifr 

ences. 
But what are the facts? This bill has 

come before us under a closed rule. It 
permits 10 hours of discussion but de
nies to any Member the right to amend

htgo a oefo
of dicusionwh ifthe righ tomfre


m ove sobje ictinusrvsionsf clarifyt am-


system, based on ability to pay. It avoidsno thnwethadiitaini-MrCmphnsvsresfbnft,
the regressve payroll tax and doss not jeopar-
dize future increases in cash benefits, 

4. Flexibility: In financing the hoepitaliza-
tion programn through the payroll tax, as a 
part of the social security system, the coin-
mittee bill gives rise to the concept of "en-
titlement." It creates the erroneous Impres
sion that the wage earner is "prepaying" for 
a specific hospital benefit. This precludes 
revision of benefits In the future, except to 
incresse the scope of the program. The 
Byrnes program preserves the ability to re-
vise the programs as conditions dictate. 
When the insured Is required .to pay a prem-
ium for the benefits, both premiums and
benefits can be modified, as the need arises, 

U. MVore Ocanprehensive: Benefits of the
combined hospitalization program and medi-
cal services program in the committee bill 
fall short of the benefits provided for in the 
Byrnes program. The committee bill doss 
not meet the problem of the catastrophic ill-
ness. The Byrnes program covers the catas-

troduced it, in that, as mentioned above, 
a variety of improvements have been 
added to It In committee such as those 
sponsored Mr. BYRNES, Mr. CURTIS, Mr. 
HERLONG, and Mr. Bow. 

I would suspect that, because of the 
many fine, necessary provisions in this 
bill, many Members after supporting the 
alternative proposal, and if It is defeated,
will vote for the bill. Just as the now-
popular song from "Mary Poppins" says, 
"a spoonful of Sugar helps the medicine 
go down." Indeed, there is a good deal 
of "sugar" in the bill. 

Th prole 4, tlI n,c 4,
munications. To support the alternative 
and then vote yes could be interpreted as 
being for the undesirable aspects of the 
bill even though the real intent was 
simply that the individual was for three-
futso h iladaantoe 

$40,000 Byrnes 
-covers prescribed d~rugs while the commit-
tee bill excludes this item, 

6. Lower cost: The Byrnes program pro.-
vides these more extensive benefits at a 
lesser cost. By eliminating duplication of 
coverage and combining all medical benefits 
In a single comprehensive Insurance pro-
gram, it will provide more protection for 
less dollar. fr 

7. Needs test recognized: The committee 
bill offers hospital and medical service bene-
fits to the aged without regard to need. The 
Byrnes Proposal provides for Premium con-
tributions related to cash benefits under so-
cial security, coupled with a tax recoupmnent 

axiumtropic llnss pf -bodyt a lfetmein benefits. The bill also fourth. 
Conversely, to support the alternative 

and then oppose the committee bill on 
final passage could be interpreted as 
being against all aspects of the bill. To 
avoid any such misinterpretation, I am 
stating categorically that this is not the 
cs.mn.Iak 

s10hours 
Mr. Chairman, I am strongly in favor 

Of most of this bill. I am equally bigitesorjoadd aroieindmns, whaich the 
strongly opposed to the parts of title I majorityes fee migh hctheamnmpoent bli 
which provide for a compulsory program ajrt elmgtipoetebli 
of hospitalization benefits under the re-dee? 
gressive payroll tax of the social security Yesterday, while chatting with one of
ste.TimthdofnacgwllMY good friends on the other side of the 

with incomes over $5,000. Tielmntsprove, 
"need" as a basis for qualification without 
extending benefits to those who are, in fac, 
able to pay the full cost of their insurance. 

8. Itecognition of eldercare: The. Byrnes 
proposal also incorporates the underlying
principles proposed in the eldercare bills, It 
makes specific the right of the States to enter 
Into private contracts of health insurance 
for those eligible under the State-admin-

-istered old-age assistance and medical as-
sistance for the aged programs. 

Mr. haimanitis y itenion
Mr CaimnItism itet ont 

support the Byrnes alternative proposal 

of the subsidy attributable to individualssytm Ths ehoofin cngwl
I believe, to be a bad mistake for aisle, I suggested that perhaps we should 

the following reasons, as has been stated alhedPsintJno'sfvre 
in the minority views and by the rank- Biblical quotation, "Come now and let us 
Ing minority member of the committee, reason together." He laughed and re-
Mr. BYRNES of Wisconsin: 'Plied, "You're right, we should reason to

1. This approach threatens social security.
For the first time, a service benefit rather 
than a cash benefit would be tied to payroll 
tax under social security. The future costs 
of service benefits are Impossible to estimate; 
we do know they are constantly rising in the 
medical field. There is a limit to the money 
which can be extracted from workers through
a payroll tax. If mounting hospital costs 
raise the tax to that limit, adequate cash 

gether on our terms." He suggested that 
I read verse 18 which I did. Now I un
derstand the Majority position thor
oughly, for I found these words: 

If ye be willing and obedient, ye shall eat 
the good of the land. But if ye refuse and 
rebel, ye shall be devoured with the sword. 

The bill that is before us contains 296 
Pages and the report that accompanies 
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it has 264 pages. It is one of the most 
comprehensive bills that has ever been 
presented to this body since I came to 
Congress. Yet open hearings were not 
held upon it. Interested parties were 
not Privileged to come before the com-
inittee and express their views. 

Mr. Chairman, what is wrong with 
open hearings on a measure of this na-
ture which affects the lives of every per-. 
son-young or old? What is wrong with 
letting the people know the ramifications 
of this bill so that they may notify their 
representatives of their views? Why
the big rush? Congress is not adjourn-
Ing. The major provisions of this bill 
do not become effective until July 1966 
and we are talking about a bill that is 
going to cost over $6 billion, 

Mr. Chairman, I know of the mental 
anguish that our aged endure when they 
find themselves living on a fixed income 
while the cost of living continues to go
up and up. I know of the fear that tor-
tures their minds when illness strikes 
and they wonder whether they will be 
able to meet their medical bills and still 
be able to survive without asking for re- 
lief or becoming a drudge upon their 
children. Every Member of this body 
recognized the problem facing our aged
people with respect to proper medical 
care. The real issue before us, therefore, 
Is, how do we take care of those over 65? 
What Is the best method of financing? 
How do we protect ourselves from going
down the road toward socialized medi-
cine? 

Mr. Chairman, as the chairman of the 
Ways and Means Committee has stated, 
this bill can be broken down into four 
parts. First, the part dealing with 
medical care for our aged; second, Pro-
grains for child health, crippled children 
and the mentally retarded; third, im-
provement and revisions in benefit 
coverage for the aged; fourth, expenses
of the public assistance programs, 

Last yea this body passed a bill which 
included most of the provisions of this 
bill with the exception of medical care 
for the aged. H.R. 11865 provided fo 
an increase in social security payments;
continuing benefits for children up to 
22 years of age; liberalized benefits for 
widows at age 60 and assistance to those 
over 72 years of age not previously
covered. I supported this bil. It 
would have been law now if the Senate 
had not attached its version of a medi-
care bill to it. 

The bill before us and the alternative 
proposal by Mr. BYRNES are quite similar 
in every respect. The major differences 
in the two proposals are their treatment 
of hospital care and medical services, 
The administration proposals provide 
for 60 days hospitalization and 20 days 
extended care in an approved facility
during any one "spell of sickness." The 
overall maximum can be extended to 
100 days if fewer days are spent in the 
hospital. Following each "spell of sick-
ness" there must be a 60-day lapse
following a "spell of sickness" before one 
again becomes eligible for hospitaliza-
tion. The administration bill provides
that the costs shall be borne by a pay-
roll tax.- Eligibility begins at age 65 but 

No. 63-5 

the tax becomes applicable to those who 
pay social security. The second part of 
the administration medical package pro-
vides for physicians' care and additional 
home health visits, 

The alternative proposal, by Mr. 
BYRNES, is by far broader and more com-
prehensive than that proposed by the 
administration. The benefits are pat-
terned after the high option plan which 
we have provided for ourselves and all 
Federal employees. It provides for long,
catastrophic illnesses. Not so with the 
administration bill. And how is it fi-
nanced? In the first place, it Is a volun-
tary plan. Those who care to receive it 
make the decision at age 65. There is no 
means test. Those who want it pay an 
average of $6.50 per month and the re-
mainder of the cost is paid by the Federal 
Government out of the general fund, 
Thus, the social security fund is not en-
dangered. 

Yesterday, the distinguished Congress-
man from Wisconsin [Mr. BYRNES] called 
to our attention that last year when the 
committee discussed the 7-percent in-
crease, for social security, to meet the 
increased cost of living the administra-
tion advised that it had to be held to a 5-
percent increase so that medicare could 
be added to social security. Let us keep 
in mind that as living costs go up we are 
going to be asked to increase cash bene-
fits under social security. I agree whole-
heartedly with Mr. BYRNES that if we tie 
medicare to social security then we will 
not have sufficient funds with which to 
make increases in cash benefits, 

It is unfortunate that the administra-
tion has encompassed the provisions of 
H.R. 11865 which we passed last year into 
H.R. 6675 and thus place many of us in a 
Position where we must, in good con-
science, vote against the bill unless, of 
course, the Byrnes alternative is adopted.
For many of us feel that social security 
must be maintained on a sound basis at 
any cost. That medical care must not be 
socialized. That our young people be-
tween the age of 21 and 65 are also en-
titled to some considerations. 

Mr. KEITH. Mr. Chairman, in listen-
ing to the debate by members of the 
Democratic Party, one- might conclude 
that we on this side of the aisle are op-
posed to medical care for the aged. As 
a matter of fact, some of my colleagues 
have tried to imply that we Republicans
have been opposed to social security since 
its inception, and Particularly opposed 
to any innovations. 

I am one of many who resent these 
charges-and the implication that we, as 
a party, are opposed to the inclusion of 
medical care in the social security sys-
tem. 

I would like to remind my colleagues 
on both sides of the aisle that the Repub-
licans have played a Positive and, In 
fact, a leading role in the improvement
and the expansion of the whole social 
security system. It was a Republican
Congress and a Republican President 
who are to be credited with the incor-
poration of disability benefits into the 
social security system. And may I also 
point out that the agency which now ad-
ministers this program and the other 

programs of a social nature that are so 
necessary in this industrial society in 
which we live, namely the Department of 
Health, Education, and Welfare, is the 
product of a Congress and an executive 
branch in which the Republican Party 
was in the position of leadership. And 
certainly, many Republicans in promi
nent places such as the Congress, the 
Cabinet, industry, and the State legisla
tures have consistently sponsored a 
souhfd and reasonable expansion of social 
security. They have been vitally inter
ested in the proposition that the system
be expanded to take care of the unpre
dictable and extraordinarily costly ex
penses of medical care that threaten 
those who are retired under the benefits 
of the Social Security Act. 

I know, of course, that individuals on 
both sides of the aisle have historically 
opposed development of this social se
curity system-and that they have had 
the right and the responsibility to ex
press their sentiments on this subject.
But certainly the public recognizes that 
both parties have, on balance, shared 
this concern and supported the develop
ment of this program.

In recent years, while medical science 
has helped add considerably to our life-
span, the costs of hospital care have in
creased from $4 a day to, in some parts
of the country, $40 a day. And sociolo
gists, both within and without the Gov
ernuent, have been seeking some way to 
help shoulder this prospective burden of 
hospital expenses-a burden which could 
not have been foreseen during the work-
Ing years of those who should now be 
able to enjoy in retirement the fruits 
of their labors. 

More than 3 years ago, in a newsletter 
to my constituents, I discussed this en
tire question. And, Mr. Chairman, for 
the record, I would like to include in my
remarks excerpts from that newsletter of 
March 1962,1I said: 

My studied conviction [is] that social se
curity Is the logical vehicle to finance hos
pital and nursing home care for the elderly. 

Both Political parties are agreed that a 
substantial number of those over 65 have 
inadequate income, insurance, or savings 
to pay for the extensive hospitalization 
or nursing home care which old age
often requires. Recognizing Federal re
sponsibility to meet this need, Congress
acted under the general "welfare" clause 
of the Constitution in 1960. Under Kerr-
Mills, Federal funds were provided to 
match State and local contributions for 
Paying the medical bills of those aged
Persons who cannot afford the care they
need. 

This approach has serious weaknesses. 
Social security financing, however, 
makes it Possible to save during work-
Ing years for the expense of hospital and 
nursing home care during retirement 
years. It enables the costs of the pro
gram to be borne by those who will rem 
ceive the benefits. It is a "user's tax." 
It doss not affect the relationship of doc
tor and patient, nor provide for the.pay
¶aent of doctor bills, so it avoids the 
dangers of socialized medicine--most 
importantly, it would preserve individual 
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responsibility and personal dignity, be-
cause recipients would have made con-
tributions to their own future, 

I went on to say, in conclusion, in 
this newsletter that: 

The issue then is a very simple one; what 
is the proper way to provide for the payment
of our hospital -bills when we are no longer
working and earning a salarv? 

in the years that have intervened sn-Lu-e 
I first becamie involved in this subject, I 
have publicly suggested that the Govern-
ment, the insurance industry and the 
medical profession should get together
and come up with an adequate proposal,
They have failed to do so. 

in my most recent newsletter I had 
this to say about medical care for the 
aged: 

The administration wants a medicare pro-
gram and, controlling Congress as it does 
by a 2-to-1 majority, It will have its way. It 
seems settled now that financing will be on 
a pay-as-you-go basis, with contributions 
coming from both the employer and em-
ployee.lainwhcgosfrtwrmetn

It's quite possible the final plan will not 
be as elaborate as. the administration pro-
posal-and will provide only for hospital 
care. This protection will be paid for during
the employee's working years.

To supplement this basic program, if the 
plan is enacted as I have projected, the
individual could buy (hopefully for a very
modest premium) coverage from an insur-
ance company or through Blue Shield. 
(Such coverage would pay doctors, and sur-
geons' fees, as well as extra hospital ex-
penses.) Those unable to pay these pre-
miums, or unable to pay medical costs out of 
pocket, could stili obtain help from. medtical 
assistance for the aged under currently
existing State-Federal programs, 

But the Ways and Means Commnittee 
did not stay with the original and basic 
proposal. Largely under the stimulus of 
the American Medical Association they
added two layers of frosting to a cake 
that was, in my opinion, adequate to do 
the job in the first instance. And, in 
so doing, they have made the plan much 
more extensive than Is necessary.

My objections to the committee's bill 
concern the second and third layers of 
the medical care "cake." Like the Byrnes
plan, they involve a very significant de-
parture from the principle of social in-
surance' This optional plan should be 
opposed because the Government is, in 
effect, subsidizing the insurance industry,
This could lead to Government intrusion 
on a large scale-ending Possible in a 
Federal insurance plan whereby a person
could choose to buy insurance from either 
the Governmient or a private company.
This has happened in other parts of the 
world. 

in addition, this portion of the bill 
presents the possible threat of eventual 
socialization of the medical profession-
although this program is the outgrowth
of the Proposals advanced by the AMA 
under their eldercare bill, 

In my view, it would have been much 
better had we adopted the original medi-
care proposal and built on that with pri-
vate insurance plans. 

However, in conclusion, Mr. Chairman, 
the basic proposal of the original bill-
that hospital costs be financed through
the social security system-is still a ma-
jor part of the legislation being debated. 

It gives the American people the oppor-
tunity to finance hospital care for the 
aged in accordance with sound fiscal 
principles. On balance, therefore, tak-
ing the bad with the good, I shall support
the Ways and Means Committee's pro-
posal.

I must say, however, Mr. Chairman,
that it is my hope that the Senate will 
reviewMA this legisalatio and thae dAebate 
which has taken place in the House. 
With the more open rules of that body,
it is hoped that a bill will be perfected
that will solve the basic problem of 
providing for the hospital costs of our 
aged citizens. At the same time, this 
legislation should assure that necessary
supplemental protection be achieved in a 
way that will allow more flexibility and 
freedom of choice than that contained 
in the proposal which will be passed by
the House today,

Mrs. MINK. Mr. Chairman, it is with 
sincere enthusiasm that I rise to sup-
port this most progressive piece of legis-
ltheneed ofic gour cii neldrlyoar ens. 
teneso u lel iies 

For many years now, the country has 
debated its national responsibility for 
providing our senior citizens that kind 
of hospital care which is both dignified
and adequate. At first, its opponents
calne h ed ae hyamte
calne h ed ae hyamte
the-need but argued that a means test 
was necessary and, further, that the 
Program should be voluntary,

We have tried to solve this serious 
problem by permitting the means test 
to be set by the States, but this provided
help for only a somall percentage of the 
elderly. As this crisis worsened, private 
voluntary plans groped and yet failed 
to meet the growing needs on a realistic 
basis. 

This bill, which I am confident will be- 
come law, meets this challenge of pro-
viding the elderiy adequate medical care 
in sound and fiscally responsible manner, 

First, virtually all of the, 19 million 
Persons now over age 65 can be assured 
of reasonable hospital care under this 
basic plan of Protection. It Provides 
benefits including 60 days of hospital
inpatient services for each spell of ill-
ness, of which $40 is payable by the bene-
ficiary; from 20 to 100 days of posthos-
Pital extended care in a facility having 
an agreement with a hospital to provide
such services; outpatient diagnostic
services as required, with a $20 deduct-
ible Provision which is credited against
the hospitalization deduction if the pa-
tient is hospitalized within 20 days after 
undergoing a diagnostic study; and up to 
100 Posthospital home health service viz-
its after discharge from a hospital or 
extended-care facility, 

This program would be financed the 
first year by a separate insurance pay-
roll tax of 0.35 percent, with the nmaxi-
mum earnings base set at $5,600 through
1970. The same rate would be paid by
employers, employees, and the self-
employed, 

Two million persons not covered now 
by the social security or railroad retire-
ment systems will be covered by this pro-
gramn. 

As the Program matures, virtually 100 
percent of the elderly will come under 

its provisions, and the trust fund will be 
-self-supporting.

Second, a voluntary supplementary
health insurance plan will enable the 
aged to cover the greater part of their 
doctors' and other medical and health 
bills by Payment of a small monthly
premium of $3. It is estimated that 80 to 
95 percent of those eligible, or 15.2 to 18 
Million1- individuals, -willavail theimsel-ves-5 
of this provision.

Benefits, after a $50 annual deduct
ible provision, will include 80 percent of 
a patient's bill for the following serv
ices: Physicians' and surgeons' fees in 
hospital, home, or office; up to 60 days'
mental hospital care per mental illness, 
up to a lifetime maximum of 180 days; 
up to 100 days of home health services, 
whether or not the patient is hospital
ized; such medical services as X-rays and 
lab tests, dressings, splints, and certain 
ambulance and medical equipment costs,
and up to $250 worth of mental, psycho
neurotic, and Personality disorder treat
metotiehstl. 

t outfinane thispitlans ntilerole 
ofnneti ln nta nole 

would pay a premium of $3 a month, to 
be matched by Governmient contribu
tions. Premium costs would be fully met 
by an increase in social security benefits. 

To encourage the purchase of hospital
nuac yaltxaes e a 
nuac yaltxaes e a 
deduction will be permitted of half the 
cost of hospital insurance premiums,
whether or not these are in excess of the 
3 Percent floor on medical expenses, if 
the taxpayer itemizes deductions. 

Additionally the bill provides that the 
States will receive additional Federal 
aid, not only for the aged but for the 
blind, the disabled and dependent chil
dren programs.

It is estimated that the new program
will increase the Federal Government's 
contributions by about $200 million over 
existing Programs in the first full year
of operation. -This increase could rise to 
an estimated $238 million If all States 
take full advantage of the program.

The bill also includes several exten
sions and improvements of basic social 
security provisions. It is estimated that 
20 million persons will benefit from the 7 
percent-$4 minimum-increase in cash 
benefits. The maximum payable bene
fit for a family would rise from the pres
ent $254 to $286.80. It is estimated the 
7-percent increase will result in $1.2 bil
lion in additionai benefits in 1965 and 
$1.4 billion in 1966. 

Another Provision increases the dura-. 
tion of dependent chijdren's benefits up 
to 22 years of age if they are enrolled 
in full-time educational programs. Cur
rently these dependent children's bene
fits are cut off at age 18. For most chil
dren, this will mean the continuation of 
these benefits for the time it takes to 
complete a 4-year college course. 

Still another provision of the bill will 
allow widows to qualify for benefits at 
age 60. At present, widows are eligible
for survivors' benefits at age 62. Under 
this provision, they- can elect to take re
duced benefits at age 60. 

The bill also has several other liber
alizing Provisions, among them one al
lowing Payment of a wife's or widow's 
benefits for certain divorced women who 
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had been married at least 20 years be-
fore the divorce. 

The bill also includes a noteworthy
child health program, including a new 
provision establishing a five-year pro-
gram of comprehensive health care for 
children of preschool and school age, 
with emphasis on those from low- income 
families, 

A total of $185 million would be au-
thorized for this new and forward look-
ing diagnosis and treatment program.
In addition, the bill would: Boost author-
izations for existing maternal and child 
services by $5 million in each of the next 
3 years and $10 million annually there-
after; boost authorizations for existing
crippled children's services by the same 
amounts; authorize appropriations of 
$15 million in the first 2 years and $17.5 
million annually thereafter to pay for 
training of professional persons to work 
with crippled children including the men-
tally retarded, and authorize Payment
for hospital expenses of beneficiaries 
under the maternal, child health and 
crippled children's programs. Also au-
thorized is a $5.5 million, 2-year program
Of mental retardation planning. 

Surely, there can be no greater goal
than that of L.healthy mind in a healthy 
body. I am particularly happy to point 
out that the role of the physician as our 
chief and guiding light is recognized and 
upheld in the provisions of the bill. Not 
only is the Federal Government specifl-
cally prohibited from exercising control 
over the practice of medicine and opera-
tion of medical facilities, but the physi-
clan is acknowledged as the determinant 
of treatment needs. 

Mr. Chairman, this bill can go far to 
supplement the efforts already started to 
provide all of our Nation, young and old 
alike, with the fullest measure of the 
benefits of the advances of medical 
science, 

Mr. Chairman, this bill is a landmark 
of enlightened legislation. It provides, 
on a sound financial basis, a comprehen-
sive and farseeing approach to solving 
one of the most vexing problems of our 
society, to wit adequate medical care. I 
strongly urge my colleagues to support It. 

Mvr. TUNNEY. Mr. Chairman, today,
I am giving my full support to a bill 
which will give our 18 million senior citi-
zens protection against the high costs 
of medical care. 

No Issue facing our country at this 
time shows more clearly the work that 
must be done before we can truly fulfill 
the dream of a great society. The fact 
that we are Presently voting on this mat-
ter shows that we are progressing to-
ward a society which adequately meets 
the medical needs of its citizens, 

Not since the days of Franklin D. 
Roosevelt have so many people fought 
so hard and displayed such great sup-
port for a single piece of legislation. At 
that earlier time a social security insur-
ance program was enacted to enable a 
person during his productive years to 
set aside a small amount of his wages 
so that he would have a. guaranteed in-
come upon disability or retirement. The 
Social Security Act is one of the great
landmarks of American history. 

Today we are entering the second stage
in this long fight by expanding social 
security to insure care for the medical 
needs of our senior citizens, 

How can we stand idly by while seri-
ous illness wipes out retirement savings 
of many of the aged. 

The war on poverty will reach a new 
level of intensity with the passage of 
this medical care bill, 

I am sure that we all want a society 
which protects its citizens against pov-
erty and gives them the best opportuni-
ties for advancement, 

The medical care bill we are consider- 
ing today will be amongst this genera-
tion's greatest contributions to the well-
being of Americans and I am proud and 
humble to stand beside those who wi'll 
cast their votes in its favor, 

Mr. CLEVELAND. Mr. Chairman, the 
Republican medical-care proposal to be 
offered as the Byrnes amendment, is far 
superior and much fairer than the ad-
ministration's medical care plan, which 
is included as part of H.R;' 6675, the 
Social Security Amendments Act of 1965. 

I shall vote for the Republican amend-
ment and I urge the House to accept it 
in place of the administration's bill. If 
the Republican amendment is not 
adopted then I shall vote for H.R. 6675 
but with some reluctance. 

While I1am glad that Congress Is about 
to enact an improved program of medi-
cal care for the aged, I am sorry that it 
has chosen what I consider a less satis-
factory plan than some of these which 
have been proposed. It is regrettable 
that the issue of medical care for the 
aged is not presented to the House as a 
separate bill rather than as part of a 
massive program of social security re-
forms which includes many areas not 
related to medical care problems. This 
method of mixing a variety of major 
issues in one bill may be clever politics 
but it is a bad way to legislate. It is 
indeed regretable that a bill 296 pages
in length has not been scrutinized at 
public hearings, 

MANY IMPROVEMENTS IN BILL 
The bill contains many improvements 

which I have urged since I came to Con-
gress. I am in accord with amendments 
in the bill which would increase benefits 
by 7 percent across the board with a $4 
minimum increase for a worker although
I do not consider these Increases enough 
for those in greatest need. I am also in 
accord with amendments to continue 
benefits to age 22 for certain children 
while they are in school, provide tax-
exemption for certain reigious groups, 
such as the Amish, liberalize and clarify 
the definition for disability insurance 
benefits, and increase the amount an in-
dividual is permitted to earn without 
suffering full deductions from benefits. 
I voted for all of these improvements 
that were offered in last year's bill, and 
have urged adoption of the others. The 
monthly increase in benefits to the very 
needy, however, are far too low as I have 
indicated., 

The minimum benefit that a person 
can now receive under social security is 
$40 a month. This blll would raise that 
te the "munificent" sum of $44. This 

does not begin to touch the amount 
needed to make up for the increasing cost 
of living caused by the lowered buying 
power of the dollar-in other words in
flation. 

GOP PLAN BROADER AND SOUNDER 

If the Republican medical care Pro
gram were adopted instead of the, plan
that is in this bill, additional funds 
would be available to bring these 
monthly benefits to a realistic level. 
That is because the Republican program
would cost less at the start and would not; 
become the great burden on the social 
security system which the administra
tion program will be. 

It is unsound to lock the medical care 
program into the social security Program. 
This means the imposition of a heavy 
payroll tax that is scheduled to be in
creased over the years and which may 
well have to be raised far beyond present 
expectations.

A payroll tax is the harshest kind of 
tax. It is paid by rich and poor in equal 
amounts. It falls lightly on the rich but 
presses heavily upon those of modest 
means, and is bad for small business. 
The president of a corporation pays the 
sam~e as the employee and both will usu
ally receive the same benefits. 

ONLY LIMITED FUNDS AVAILABLE 

There is oniy so much money avail
able for medical care. Every drain on 
the total pool for unnecessary purposes
lowers the amount available for vital 
purposes--that is, helping those that are 
in real need. Yet, under the admiriis
tration's bilL, large sums will be allocated 
to those who can pay their own bills. 
Other basic Federal programs recognize
this and are geared to place their bene
fits where they are most needed. Federal 
housing, veterans pensions, student 
loans, old-age assistance, aid to depend
ent children, and others help those in 
need but cannot be used to enrich those 
who are not. 

Furthermore, the new schedule of pay
roll taxes imposed by the bill threatens 
to wipe out the benefits of the income 
tax reductions for many. 

OTHER GOOD AMENDMENTS INI BILL 

There are other amendments in this 
bill which I have supported in the past; 
providing for medical aid to dependent 
children, the blind, and the disabled; 
services for maternal and child health, 
crippled children, and the mentally re
tarded; and a 5-year program of special 
grants for health services for children. I 
fully support these amendments. 

I also support the system of voluntary 
insurance that will supplement the basic 
medical care provisions. We Republicans 
have consistently pointed out the mnade
quacies of that basic program and I wish 
only that Republican principles had been 
adopted for the entire plan. 

The Republican program would be fin
anced wholly apart from the social se
curity system and would never threaten 
the ability of the system to meet. future 
increases in cash payments. Under the 
Republican Program, a participating in
dividual would pay only when he reached 
the age of 65, not for up to 44 years in 
advance. It would be voluntary and 
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would reduce or eliminate the duplica-
tion of coverage for those who already 
have private programs. 

The administration bill does not meet 
the problem of catastrophic illness. The 
Republican bill covers catastrophic ill-
ness up to a lifetime maximumn of $40,000. 
Drugs and physicians' costs also are in-

bill omits these. 
The Republican bill is flexible and 

could be opened up or changed with rela-
tive ease in the future. The administra-
tion's bill is rigid and will not be easy to 
alter. 

it is well to enact a medical care pro-
gram, Mr. Speaker, but let us do it wisely.,
We are building something permanent 
for all the foreseeable future. Let us do 
it right at the outset. 

Mr. PUCINSKI. Mr. Chairman, I rise 
in support of this historic legislation
which will give our Nation's senior citi-
zens a new lease on hope and confidence 
during their major illnesses In old age, 

This undoubtedly is the most signifi-
cant piece of legislation to come before 
the Congress of the United States in this 
decade. 

The provisions of this historic bill are 
sweeping in scope, but they have been 
carefully designed to provide the highest 
degree of protection for the complete
freedom of the American medical profes-
sion, while at the same time giving our 
senior citizens full access to their hospi-
tal and surgical needs in old age, 

I have never been more proud to cast 
my vote for any legislation than I am 
today in support of this medicare bill, 

Th1is bill also provides for our senior 
citizens a 7-percent across-the-board in-
crease in their monthly benefits, with a 
$4 a month minimum for those who have 
retired at age 65 or older, 

It provides continuing benenits to age
22 for children attending school. It also 
provides actuarially reduced benefits for 
widows at age 60. 

This bill also liberalizes the definition 
and waiting period of disability insur-
ance benefits, thus providing a new 
source of assistance to those heretofore 
denied disability benefits under social 
security. 

It also provides for the payment of 
benefits on a transitional basis to per-
sons currently 72 years of age or older 
who are now ineligible, 

This bill also increases the amount 
an individual is permitted to earn with-
out losing social security benefits, 

*fhis bill also, for the first time, brings 
under its coverage self-employed physi-
cians, waiters and waitresses, and other 
people whose main source of income 
comes from cash tips. 

The mnedicare amendments and other 
amendments being proposed here today 
constitute the most sweeping overhauling 
of the Social Security Act since its adop-
tion some 30 years ago, 

Every one of these amendments has 
been carefully considered in the light of 
the good it will do for the people of 
America. 

Mr. Chairman, I think it is significant 
to see how many people will benefit from 
each of the categories provided in this 
bill, 

More than 17 million senior citizens 
who are now drawing social security ben-
efits, and 2 million additional old people 
who are not under social security will 
qualify for extended hospital coverage 
beginning July 1, 1966. 

These senior citizens will be able to se-
lect their own doctor and the hospital of 

this bill. 
A similar number of Americans will be 

able to purchase additional coverage to 
include all surgical care through the doc-
tor of their own personal choice for the 
modest sumn of $3.a month. 

Also, Mr. Chairman, 20 million Amer-
icans now receiving social security bene-
fits will receive the 7-percent increase in 
monthly benefits. In the case of a hus-
band and wife who are on social security,
the 7-percent increase will apply to each 
individual, 

More than 295,000 children will con-
tinue to draw social security benefits up 
to the age of 22 if they are in school. 

More than 185,000 widows will come 
under social security coverage through
the reduced age for widows in this bill. 

An additional 355,000 persons will be 
able to benefit from social security pay-
ments under the reduction in eligibility 
requirements for certain persons age 72 
or over under the bill before us today, 

Finally, Mr. Chairman, an additional 
155,000 workers and dependents will be 
able -to qualify for social security bene-
fits under the liberalized requirements 
for disability,

Throughout my district, Mr. Chair-
man, tens of, thousands of my constitu-
ents will find increased benefits under 
the bill we are about to approve today. 

Mr. Chairman, I think it is important 
to note the additional cost of these bene-
fits to all wage earners effective Janu-
ary 1, 1966. 

Under the provisions of this 'bill the 
average American worker will contribute 
an additional $20 in 1966 for the ex-
tended hospital benefits to senior citi-
zens. In 1967 the figure will go up to 
$28 a year. In 1971 It will go up to $33 
a year. By 1975 it will go up to $36 a 
year.

This additional money will be placed 
into a special health benefits, fund and 
will not be commingled with the rest Of 
the social security funds from which 
senior citizens draw their monthly re-
tirement benefits. 

I am confident that when those who 
oppose mnedicare become fully familiar-
ized with the provisions of this legisla-
tion and especially the unequivocal guar-
antees against any socialization of the 
American medical profession, they will 
be satisfied that this is very worthy leg-
islation. 

Mr. DUNCAN of Oregon. Mr. Chair-
man, one of the great rewards of legis-
lative service is to watch the growth of 
a great legislative concept. From its 
birth as an idea of the mind, perhaps,
of a single citizen, through the long years 
of tempering, in the forge of public 
opinion and legislative debate, to its ma-
turity, as the law of the land. 

The course is frequently a stormy and 
tortuous one, it is seldom a straight one, 
it is often a long one. And on this voyage 

the child gets stronger and stronger, 
sometimes appearing to go under but 
always reappearing. 

With respect to these major concepts 
one knows, or one senses, that time is on 
their side. They will, ultimately, pre-
Vail. And there inevitably comes a time 
when they must prevail, because they 

ketplace of ideas into adulthood. 
Along this tempestuous course many

contributions are made to the vitality of 
this idea. Some contributions come from 
friends, some from foes; each adds to Its 
strength.

So with medical care to the aged. ,The 
time is ripe. The idea whose time has 
come and, than which there is no 
stronger force, is upon us. It has thrived 
on praise and, even more, on. criticism 
for from its severest critics have come its 
most -vigorous attributes. 

I have been criticized for saying that 
I hoped ultimately out of this crucible 
would come a bill which would enjoy 
the support of all. There were those 
who wrote and said that anything the 
doctors were for they were against, for 
the doctors had been the most vigorous
of miedicare's enemies. With these peo
ple I -disagreed, for upon the medical 
profession depends so much the success 
or failure of this great innovation in 
American life-for these people, are the 
practitioners of the healing arts who 
have made in our time progress far ex
ceeding our fondest dreams. Without 
their cooperation, tacitly or otherwise, 
this bill cannot succeed. I am confident 
it will have their support for the will of 
the majority will today speak. And the 
Nation will enjoy, as always, their whole
hearted cooperation.

And while this bill does not today yet
enjoy the vocal support of the medical 
profession, It will tomorrow. Today this 
great legislative concept is ripening into 
maturity and no group has made a 
greater contribution toward its ultimate 
shape than has the medical profession 
albeit unwillingly and perhaps unwit
tingly. 

The doctors' greatest fear has been 
not that King-Anderson included them 
within its bounds for it did not. They 
feared rather their eventual inclusion in 
prbposals still to come which they feared 
would destroy their freedom and their 
historic patient-doctor relationship. I 
have consistently advocated that provi
sions for the handling of doctors' bills be 
fr~ozen at the outset into the private sec
tor of our economy-handled through 
private insurers--so as to obviate that 
fear and so as to broaden the coverage. 
Today we have accomplished this. To
morrow the medical profession will laud 
our wisdom. 

We have further insisted upon a de
ductible provision, to guarantee, as near 
we can, against abuses, though we have 
still another guarantee; namely, the in
tegrity of the medical profession who 
will, I know, require hospitalization for 
none who do not need it, but who Will be 
able to prescribe solely for medical rea
sons, rather than having their Judgment 
contaminated by economical considera
tions unrelated to the requirements of 
the infirmifty. 
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In effect today we free the medical 
profession in the treatment of the aged 
from shackles forged from dollar signs. 

The integrity of the old-age and sur-
vivors insurance fund and the disability 
fund is preserved. Traditional social 
security benefits and an improved Kerr-
Mills is made more workable. In short, 
many of the valid criticisms levelled at 
the King-A~nderson proposal have been 
silenced. 

Costs, we were told, are high. There 
is no change in the costs. The need ex-
ists as everyone now admits. We will 
either fail to meet that need-which no 
one advocates-or we will pay it one way 
or the other-by private charity, by 
service rendered free of charge by the 
doctors themselves, or by an insurance 
program paid for by those who use it, 
making contributions during the pro-
ductive years of their lives, that they 
may have security and care during their 
nonproductive years. There is no cheap 
way-neither the way we are now inade-
quately meeting the'need, nor the al-
ternate Byrnes proposal, nor to what we 
will this day do. We chcose today only 
between methods and are choosing one 
which will render service with dignity, 
and which will permit the medical pro-
fession, to which we owe so much, to 
continue to practice with freedom and 
with dignity. I would, as would all of us, 
prefer that this problem would have 
been handled by the private insurers, 
But they have not and, I am convinced, 
cannot, 

Today our elder citizens will thank us, 
tomorrow the medical profession and 
the entire country will thank us. 

Mr. RANDALL. Mr. Chairman, in just 
a few moments we are going to be asked 
to vote on the substitue proposal of 
the gentleman from Wisconsin [Mr. 
BYRNESil. As we deliberate whether to 
accept the substitute, is is important to 
keep firmly in mind the general Provi-
sions of the main bill as reported by the 
committee. Therefore, let me recapitu-
late briefly a few salient points about the 
basic structure of the committee pro-
posal. 

In addition to the health care package 
contained in H.R. 6675, the committee 
bill provides for improvement and ex-
pansion of benefits in the social secu-
rity system and for certain other im-
provements in child care and public as-
sistance Programs. These provisions do 
not seem to be contested on either side 
of the center aisle, but they are never-
theless important. 

The old-age, survivors, and disability 
insurance program will be improved in 
several important respects. First, the 
beneficiaries of the social security pro-
gram will receive an across-the-board in-
crease in benefits of '7 percent, with a 
minimum increase of $4 per month, 
Second, payment eligibility requirements 
will be liberalized to permit assistance 
to some 990,000 new beneficiaries-
295,000 dependent children will benefit 
by receiving benefits when they continue 
in school up to age 22; 185,000 widows 
will be able to participate in the program 
at age 60 by receiving actuarially reduced 
benefits; 355,000 persons '72 years and 
older will be able to receive transitional 

social security benefits for the first time. 
FInally, 155,000 workers and dependents 
will receive eligibility as a result of much 
needed changes in definitions under the 
disability benefit program, 

The medical package contained in the 
Social Security Amendments of 1965 is 
divided into three separate, but comn-
plementary, packages. They are first, 
a basic plan of hospitalization and nurs- 
ing care insurance; second, an optional 
program to pay for doctors' fees and 
other specialized health care; and third, 
improvements of existing medical pro-
gramns under the social security and 
Kerr-Mills programs. It is here that 
the controversy centers, for these are the 
provisions which would be changed under 
the Byrnes substitute. 

The first part of the medical package 
is establishment of a separate social se-
curity trust fund, financed through a 
separate payroll tax, to provide protec-
tion against the cost of hospital and 
nursing care. With certain revisions to 
protect further the independence of 
specialized medical personnel, this part 
of the package is similar to the so-called 
King-Anderson proposal. Persons en-
titled to benefits under the plan would 
be eligible to have payments made for 
inpatient hospital care and for impor-
tant additional benefits covering Post-
hospital extended care, posthospital 
home health services, and certain out-
patient hospital diagnostic studies. 
Over the long run, virtually all citizens 
who have attained the age of 65 will earn 
entitlement for this program. 

The second part of the medical pack-
age is a supplementary and voluntary 
program providing money for the pay-
ment of physicians' fees and other medi-
cal and health services over and above 
those contained in the first part. This 
program of voluntary insurance would 
cover physicians' services, additional 
home health visits, care in psychiatric 
hospitals and a variety of medical and 
other services not covered in the basic 
hospital insurance plan. The plan will 
pay for 80 percent of the cost of such 
services above an initial $50 deductible. 

This optional program will be financed 
through, $3 monthly contributions from 
individual participants, matched by $3 
per participant paid from general Fed-
eral revenues. Since the minimum in-
crease in social security payments Will 
be $4, most older citizens will have addi-
tional income available to make pay-
ments. However, changes have been 
made in the Kerr-Mills program to per-
mit the States to make a $3 payment on 
behalf of any individuals who for finan-
cial reasons would be unable to enroll 
In the plan. 

Mr. Chairman, inclusion of this sup-
plementary option in the committee bill 
has met one of the major criteria on 
which I have previously conditioned my 
support for medical care to the aged. I 
have always believed that once the most 
basic and most expensive medical needs 
have been guaranteed, the. Congress 
should permit the individual to decide 
for himself the extent to which he fur-
ther desires to receive federally supported 
medical care. Now, under this bill, the 
citizen will not only have an option re-

specting payment of physicians' services, 
but he will also get an additional tax 
break on any private health insurance 
program in which he might wish to 
enroll. 

I might also point out that provisions 
relating to payment of doctors' fees un
der this section of the bill are almost 
identical to provisions governing pay
ment of doctor bills in the Republican 
substitute motion. Physicians are given 
identical treatment in both proposals. As 
Chairman MILLS so eloquently pointed 
out in yesterday's debate, there is not 
one solitary thing in this committee bill 
that carries any threat to the medical 
profession of this country that could not 
also be said of the bill offered in the form 
of a substitute by the gentleman from 
Wisconsin. 

Both bills deal only indirectly with 
physicians. Both bills permit the physi
cian to make his own payment arrange
ments with patients if so desired. And 
both bills leave the choice of physician 
up to the individual enrollee. Moreover, 
both bills have strong provisions giving 
physicians, through their professional 
associations, a large role in establishing 
standards for quality medical care., 

A third part of the medical package 
In the committee bill is a group of re
visions which improve existing provi
sions of the Kerr-Mills program, by 
which generous Federal matching grants 
enable the States to provide medical 
care on behalf of aged persons having 
enough income for their basic mainte
nance, but not enough income for medi
cal care costs. These changes will have 
at least three beneficial effects. 

First, they guarantee that if State 
medical care is given to the needy, it will 
at least provide for payment of deduc
tibles under basic hospital insurance 
provisions of the main bill. Such de
ductibles amount to the first $40 of in
patient hospital care, for each spell of 
illness, and $20 for outpatient diagnostic 
services. 

Second, all needy persons receiving 
medical benefits under current provisions 
of the Social Security Act will receive 
equal treatment from the States under 
the new law. No State plan will be per
mitted to discriminate in eligibility re
quirements or in amount, scope, or dura
tion of medical assistance among differ
ent groups of the needy recognized by 
State or Federal laws. Thus the most 
needy in a State having a Kerr-Mills type 
program will receive no less comprehen
sive care than those who are not as 
needy. The blind, the permanently dis
abled, the dependent children, and the 
elderly who now receive medical aid un
der existing social security provisions 
would be made an integral and equal part 
of any Kerr-Mills program of aid to the 
needy. 

Third, the Kerr-Mills changes include 
certain minimum program standards de
signed to eliminate inequities in some 
State programs, as revealed in recent 
House and Senate testimony. The most 
important of these standards relate to 
eligibility requirements for participation 
in State programs. Under existing law, 
several States have been permitted to 
establish so-called means tests, setting a 
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hard and arbitrary cutoff Point for med-
ical assistance related solely -to personal 
income. Henceforth under the changed 
committee bill, any financial eligibility 
tests will have to take into account the 
financial burden caused by the illness 
itself, in addition to the regular income 
of the recipient. Thus in no instance 
may a State require the use of income or 
resources which would bring the indi-
vidual below the test of eligibility under 
the State plan. For instance, if the test 
of eligibility should be $2,000 a year, an 
individual with income in excess of that 
amount shall not be required to use his 
income to the extent he has remaining 
less than $2,000. This simple change 
makes the Kerr-Mills program far more 
workable and equitable than it was as 
originally written. 

What does the gentleman from Wis-
consin propose to substitute for the pro-
gram I have just outlined? The 
gentleman would preserve intact all pro-
visions relating to social security revi-
sions and public welfare. He and his 
colleagues would even accept as bene-
fcical the Kerr-Mills' changes, despite 
traditional Republican dissent from pre-
vious Democratic critiques of its inade-
quacies. But in place of the two 
separate programs to provide adequately 
and conservatively financed medical 
care to the aged, he would substitute a 
single voluntary insurance program fi-
nanced by recipient payments and from 
general Federal revenues. 

Mr. Chairman, I am opposed to this 
substitute proposal. I am not only 
opposed to the false claims that it would 
treat the doctor-patient relationship
differently than the administration bill, 
but I also reject the absurd claim that 
somehow the Republican substitute can 
provide more care for less money. There 
are only two ways that the substitute 
plan could cost less, and Provide more 
benefits. One would be to use different 
and less conservative assumptions about 
the expected cost of medical services. 
The other would be to pass the costs on 
to the elderly themselves. The first 
,would be fraudulent, and the second 
would be cruel, 

But Mr. Chairman, we can take the 
gentleman's cost estimates at face value, 
The big argument still remains that the 
Republican proposal will be paid for Out 
of tax funds, whereas the cormmittee bill 
will be based on a payroll deduction 
which would be an element of cost and 
absorbed as a part of production. Those 
who are really sincere about deficit fi-
nancmng and those who are honestly con-
cerned about the size of our national 
debt should be genuinely concerned 
about the Byrnes proposal to increase 
our national debt by $3 billion. Not only 
will the proposal lead to an initial debt 
increase, but it will also be more likely to 
expand rapildy than a program based on 
payroll taxes. 

I hazarded a prediction in debate 
earlier today that when the present op-
ponents find out what the real content 
of this measure is, they would change 
and become its strongest proponents. 

I am going to be brave enough to make 
a second prediction. It is that this bill 
will become increasingly acceptable to 
the medical profession. Over the years 

ahead physicians will look upon the plan 
with enthusiasm along with all the re-
cipients as they see the plan in operation. 

Today is a historic day in this House. 
The scene here is quite dramatic because 
with-in the past 10 days this House of 
Representatives will have passed two his-
toric measures--the .bill to provide for 
Federal assistance to elementary and 
secondary education, 'and this great 
health bill. If there Was ever an instance 
of democracy at work in a constructive 
manner and in a cycle of dynamic action, 
it has been in the last 2 weeks in this 
House of Representatives.

Mr. QUIE. Mr. Chairman, I have Just 
had to make the most difficult decision 
of my political career. 

There are many portions of this bill to 
provide medical care for the aged whiAch 
I support. Many of these portions I have 
long advocated and I must admit that it 
is with great regret that they are united 
in the same bill with such an unwise, un-
sound, and regressive method of taxation 
to finance one portion of this bill as is 
the payroll tax. It is unreasonable in 
the threat which it poses to the entire 
social security system, which is the basic 
retirement system on which millions of 
our elderly people depend. It is unsound 
in that it is unfair to those who are now 
working. It is regressive because it puts 
the heaviest burden on those who are 
least able to pay. 

Mr. Chairman, it is my duty as a Con-
gressman to think not of political bene-
fits, not of Just one segment of our popu- 
lation, but of every citizen. I believe that 
a bill which discriminates against one 
portion of the population in order to give 
vast compulsory benefits to another seg-
ment is unjust and unfair. I think that 
any bill which threatens the future well-
being of any segment of the population 
by threatening the retirement benefits 
for which they have paid throughout 
their working lives Is unjust and unfair. 

If I were to stand alone in my opposi-
tion, I would have to do so, for this is a 
matter of principle and this bill is wrong 
in principle. 

And I regret it, because it applies only 
to one portion of the bill. That is the 
"1hospicare" portion which was originally 
sold to the American people under the 
false label of "medicare." It took the 
energy and devotion to fairness and duty 
of the Republican side of the aise to 
bring this bill as far along the road to 
equity as it has gotten. Unfortunately, 
the last milestone toward reason will 
have been missed if this afternoon's mo-
tion to recommit does not prevail. If 
it does, I can wholeheartediy support 
this measure when it comes back in re-
vised form. 

And what, you ask, do I find wrong 
with the "hospicare" portion of this 
measure? 

First. It is a threat to the entire so-
cial security system. There are over 20 
million Americans drawing social secu-
rity benefits right now. Are we to risk 
their futures for the sake of what started 
out, at best, as a hastily concocted poli-
tical pipedream of the 1962 elections? 

It would risk the entire social security 
system because the future costs of serv-
ice benefits are impossible to accurately
estimate. We do know that the costs 

of hospital services are constantly rising. 
There is a limit to the money that can be 
extracted from the workers through a 
payroll tax. And we do know that both 
of the existing funds-both the disability 
trust fund and the old-age assistance 
trust fund-have been constantsy 
shrinking. If mounting hospital cost~s 
r-aise the of benefits , the enir,,mu,rut 

social security system could well be in 
jeopardy. 

Second. It is unfair to workers because, 
in its regressive nature, it is begun on the 
first dollar earned and continues up to 
$5,600 of earnings, where it stops. In 
other words, the worker on the assembly 
line or~in the office or on the farms pays 
just as much as does the president of the 
corporation. 

As my colleague, the gentleman from 
Wisconsin [Mr. BYRNRs] who has spon
sored such an outstanding alternative to 
this bill has pointed out, a worker earn
ing $3,600 annually, with a wife and two 
children to support, will pay $250 a year 
in income and social security taxes in 
1966 if this bill passes. A retired couple 
with $3,600 income will receive the pro
tectioni paid for by the young worker, 
yet, with lower living costs, will pay no 
income tax, no social security tax, and 
no hospitalization tax. 

Mr. Chairman, I submit that when the 
elderly people of this Nation find out 
what this program is doing to their chil
dren that they will find no justification 
in it. But they will not be able to drop 
it-for it is compulsory. 

As can be seen from the Illustrations 
this regressive tax hits those least able 
to pay the hardest. And I note that 
there are no exemptions for dependents, 
no deductions for unusual expenses, no 
exclusions, and no tax credits. There is 
no consideration of ability to pay. A 
man with good health and no family pays 
the same as a man with a large family 
and heavy doctor bills. 

Back home in Minnesota, they are now 
debating the merits of a State saes tax. 
The argument is often used by the Dem
ocratic administration of my State that 
a sales tax Is "regressive." Mr. Chair
man, a sales tax pales in comparison to 
the insidious regressiveness of this tax 
which the national Democratic adminis
tration now offers. 

Mr. Chairman, in good conscience can 
I--can any of us-threaten the retire
ment benefits of 20 million Americans, 
place our children and our children's 
children under the grinding yoke of tax
ation which this bill promises and, to 
complete the calumny of the situation, 
take heaviest by comparison from the 
"have-nots" rather than the "haves"? 

Mr. Chairman, my conscience does not 
allow it. If this payroll tax is not re
moved from this bill, I will vote "no." 
would hope that a majority of my col
leagues would do likewise. There is 
nothing sacrosanct about H.R. 1-the 
King-Anderson bill-which heads this 
bill. There is nothing sacrosanct about 
the idea of this being "our No. 1 item of 
business." 

As far as I am concerned, it is still a 
No. 1 item of business-if we can only 
start over and have a reasonable bill. 

In this regard, I would like to com
mend the gentleman from Wisconsin 

I 
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[Mr. BYRuNzsi who has sponsored the Re-
Publican alternative of which I spoke
earlier. It is a fine piece of legislation, 
Some portions of it have been incorpo-
rated Into this bill now before us. 

I should also like to commend the 
American Medical Association for giving 
us the benefit of the eldercare proposal. 

I noe tat ortonseenI hae asoI nte avealsofithatporion ben 
included in the final version. 

If either one of these two pieces of leg-
islation stood before us alone, I could 
support them. Chopped up, tacked to-

gether and imprisoned side by side with 
the regressive features of hospicare they 
are robbed of much of their potency. 
But I predict that if this unwise measure 
gains passage that these two portions of 
the bill are the ones which we shall re-
member as having truly been in the in-
terests of the American people.
f shuldals lik tocom endtheMr.Ishold lsolik tocom endthecom-
mittee and all those responsible for in-
cluding a liberalization of basic social se- 
curity benefits in this bill, although I 
believe they should have been considered 

separately So that all of us could have 
voted in 'favor of them. I have long ad
vocated them. After all, there has been 
no increase in these benefits and no 
liberalization of requirements since 1958 
and the cost of living and many other 
economic factors have changed drasti
cally since that time. 

Chairman, I believe that a comnparison of the Republican substitute with 
the committee bill now before us will 
clearly show why I support this sub
stitute which will be offered by the gen
tleman from Wisconsin [Mr. BYRNES]I. 

Comparison of programs of health insurancefor the aged 

Conmnittee bill (H.R. 6675) 

Hospitalization program 

Eligibility------Persons over age 65 (excluding Federal employees
retired after 1959) without regard to social see-
rity status, and persons reaching age 65 after the 
year 1967 with required social security coverage.

Enrollment-----No enrollment required ------------------------

Cost to the Benefits extended to eligible persons without cost 
insured, to the Insured, 

Benefits ---------- 1. Hospital charges for up to 60odays of hospitaliza-
tion followed by 20 days of nursing home care 
subject to a $40 deductible. Hospital peried 
may be exchanged for nursing home care on a 
1-to-2 ration p to a total of 100 days of nursing
home care. Bnefit limitations apply to a 
11spel of mlless," which continues until lapse
of to consecutive days during which no bene-
fits are received. 

2. Home health services up to 100 visits following a 
period of hospitalization,

8. 	 Hospital outpatient diagnostic services subject 
to a $20 deductible for each 20 days. 

Financing------Payroll tax beginning with a rate of 0.70 percent 
on $5,600 and increasing to a maximum of 1.60 
percent on $6,600, applicable to employers,
employees, and self-employed alike. 

Benefits financed $2,800,000,000, -----------------------
by tax revenues,
1st full year. 

Medical services program 

All persons over age 65 without regard to social 
security coverage, 

Enrollment and payment of premium required.
Premium may be paid by social security
allotment. 

Premium contribution of $3 per month required
of the insured, 

Physicians' and doctors' services, home heslth 
services, limited psychiatric hospitalization
and miscellaneous medical services in and oui 
of medical institutions, subject to a deductible 
of $40, with 20 percent of the charges to be pald
by patient. 

Premium contributions by the insured (W)and 
general revenues ().general 

$560,000,000 based upon 80-percent participa-
tion.' 

Republican substitute (H.R. 7057)-Comprehen

sv nuac rga 

All persons over age 65 without regard to social 
security coverage. 

Enrollment and payment of premium required.
Premium may be paid by social security allot
ment. 

Premium contribution required of insured based on 
cash benefits under social security. Average 
premium about $6.50 per month.

1. Hospital charges for room and hoard up to $1,000 
without a deductible. 

2.All additional hospital charges, including room 
and board subject to a deductible of $25 with 
20 percent to be pald by patient.

3. Any and all other recognizable medical expense,
in or out of the hospital, including physicians, 
surgeons, private nurses, and prescribed drugs. 
Subject to a deductible of $25 to $50 overall,
with the patient paying 20 percent of the 
charges.

4. Benefits are subject to a lifetime maximum of 
$40,000. with restoration of maximum where 
annual benefits do n6t exceed $1,000.

Premium contributions by the insured (~$) and 
revenues (3$). 

$2,000,000,000 based upon §0-percent participa
tion.1 

I Benefit cost will also be offset by savings in other Federal programs and by increased Federal tax revenues. Total offset under combined programs in committee bill and 
under Republican program would be approximately the same-about $300,000,000 to $500,000,000. 

In conclusion, Mr. Chairman, I shall 
vote to recommit this measure so that 
it can be Improved by inclusion of the 
Republican substitute provisions for 
hospital care so that we can have a truly 
equitable and reasonable system In the 
United States, providing medical-surgi-
Cal and hospital care for our elderly
citizens. But If the motion to recommit 
falls, I must follow my conscience and 
vote "no." 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I Yield 1 minute to the 
gentleman from Massachusetts [Mr. 
KEITHJ. 

Mr. KEITH. I wanted to ask the 
gentleman a question. As I attended 
the Rules Committee hearings on this 
bill, the question of participation of State 
employees came up. As I understand it, 
retired State employees can be covered-
in their current status but there is only 
a reopening for a limited period of years 
for currently employed State employees. 
My question is: Can the currently em-
ployed State employees join in just the 
health Portion of this program or must 
they join both? 

Mr. MILLS. They would have to join 
the cash benefit program as well as the 
basic health benefit program, 

Mr. KEITH. Thank you, Mr. Chair-
man. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield 10 minutes to the 
gentleman from California [Mr. UTTn. 

(Mr. UTI' asked and was given per-
mission to revise and extend his re-
marks.)

Mr. UTIT. Mr. Chairman, I take the 
floor at this time to place into the Rzc-
ORD some of the reasons why I oppose the 
bill. I have no idea that I am going to 
influence anybody's vote, but I do be-
lieve the RECORD should be complete on 
some of the areas which I believe have 
been misrepresented, 

I do not happen to be one of those 
who is dazzled by the great majority 
President Johnson obtained last Novem-
ber. It seems that when every biil 
comes up now it is referred to as a man-
date of last November's election-the 
school bill, the medicare bill, the Ap-
palachia bill, and I assume the voting
bill. 

I wish someone were wise enough to 
allocate the number of votes that belongs 
to each one of those programs. The 
President did carry about one-third of 
my district, I would say, and he carried 
it mainly because he was not going to put 
troops in South Vietnam. I should-~like 
to know the number of votes one might 
assign to the President for saying that 
Mr. Goldwater was "trigger happy" and 

might bring on a war, and therefore, "if 
you don't want war, vote for me." 

I remember that back in 1916, the slo
gan was to elect Mr. Wilson, "He kept 
us out of war." 

I remember that 16 years later, some
one said, "I hate war, and Eleanor hates 
war," so we elected another President, 
and almost before he was inaugurated
again, we were in the middle of a big 
war. 

Let us not attach all of the majority 
the President won in the last election to 
a mandate to pass social security amend
ments, medicare, school aid, and these 
other programs. 

I believe we are advancing on three 
false assumptions. 

First, in my estimation, we are say
ing here that everyone over 65 is a pau
per and everyone under 65 is rolling in 
wealth. The young man on a payroll,
working and putting his children 
through school, it is said, can take care 
of his medical expenses. He can dress 
his children, clothes them, and also make 
a great contribution toward Paying med
ical costs of older people. That simply is 
not so. 

A great number of people over 65 have 
their homes paid for. They have in
comes. They are able to take care of 
their own medical expenses. We now 
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have a program to take care of the 
indigent.

So do not believe that all we are doing
here is passing out benefits, because for 
every benefit we give, there is a tax, Do 
not forget that we will pass today a $6 
billion tax bill. Somebody will have to 
pay it. The man who has an income 
will pay and the man on a payroll will 
pyo, n, -- pnyoll, tx. it 4.- not all for 

free. 
I can recall when we talked about a 

tax reduction and what a stimulant that 
was going to be to the country, to plow
$11 or $12 billion back into the economy,
Today, we are taking $6 billion out of 
the economy again, and we will take it 
from one to give it to another. That 
does not create prosperity. It is class 
legislation. It is like taking water out 
of one bucket and putting it in another 
bucket and saying, "We have more 
water." We cannot do it. We do not 
create wealth and do not create pros-
perity by so doing.

This same committee will be before 
us next month seeking a reduction in 
excise taxes. I support it. 

I have not voted in 12 yekrs to con-
tinue the Korean excise taxes. I am 
for a reduction in them. But the. great
argument is that a $2 billion cut in excise 
taxes will immediately help the economy,
If a $2 billion tax cut will help the econ-
omy, what will taking $6 billion out of 
the economy do, exeopt to cause a drag
oni the economy? 

We are going on the assumption that 
this is not socialized' medicine. Let me 
tell you here and now it is socialized 

meiin.Otes r gig otelYOU 
that there will be Intermediaries deter-
mining the costs and benefits to be given,
and in no way Is it socialized. The 
speaker just before me said that we are 
taking our first step today into the Great 

W Wv"M.Wic h 14t Dbmwb. 

As we move on into the area of social-
ized medicine to the extent that Great 
Britain has today, the price tag will be 
in excess of $22 biullin for socialized 
medicine alone. That would mean a 
doubling of the tax rate which we have 
at the present time. Today that -is so 
high that we are hearing rumblings and 
recommendations coming out of the 
White House to the effect that there 
should be a graduated social security [ax
and not a fiat tax. Otherwise, give us a 
$1,000 or $2,000 deduction for the man in 
the low bracket or a man who *has a 
family,~give him exemptions for that,
and immediately it would cause a sky
rocketing of the base so that it would be 
Pald for by those in the high income 
brackets. 

I am supporting a motion to recommit 
on one ground and on that one ground
only, namely, it leaves the practice Of 
medicine in the private segment of our 
economy. The committee bill, with its 
hospitalization and supplemental insur-
ance, puts it exactly into the public se-
tor of our economy. There wiil b 
people who argue that that is not so, but 
let me tell you the difference between 
them. Under the committee bill they
will go to Your hospital and will say,
"We are going to put our patients in 
there at cost." The profit system is 

eliminated. It was the Profit system
which built America. They will go to 
hospital A and say, "What are your
costs?" They will answer that they a-re 
so much per day. Then they will say,
"Well, you have to eliminate your bad 
debt as part of cost. Yox. have to elimi-
nate your charity cases and shift the 
cost of taking care of older people onto 
tlhe yone ep.. A.- a rem.-lt Mer 

* _ U1V
will be no profit and there will be a de-
nia~l of the use of the best hospitals in 
America to these people. They will be 
forced to go to a nonprofit hospital. Let 
me tell you something about that now. 
The daily cost in a nonprofit hospital is 
oftentimes higher than it is in an effi-
ciently operated hospital run for profit.
So I think we should not eliminate profit.
The Byrnes bill provides that you shall 
pay the reasonable going cost in the area. 

Therefore you are allowed to make a 
profit. Profit is the only motivation for 
excellence. We are going to have a de-
clime In the quality and the quantity of 
medicine in America. That Is the thing
which I oppose. I am not worried about 
the doctors. They are pretty smart boys
and are able to take care of themselves. 
But when I have a child or a grandchild
who needs some attention, I want him to 
have it now and not have to go on a 
long waiting list, just as they do in Eng-
land where 200,000 or 300,000 people
will be waiting 2 or 3 years before they 
can go to the hospital, 

Since World War II under the system
Of socialized medicine in Great Britain 
there has been one hospital built. At 
the same time in America, with our pri-
vate system of medicine, we have built 
802 new hospitals. So, make your choice 
as to whether you want good quality
medicine and good quantity of medicine 
or whether you are going to think YOU 
will get something for nothing. because 
if you think you are going to get some-
thing for nothing, you are not going to 
get anything which is very good. Let usE 
not go on the assumption here that we 

Mr. Eddy also was a member of the 
American Legion and the Veterans of 
Foreign Wars, two memberships he cher
ished very dearly.

I wish to express myv sincerest condol
ences to Mr. Eddy's widow, Gertrude, and 
his 4 children, 1 stepchild, 19 grand
children, and 2 great grandchildren.

Mr. Eddy, who would have been 68 
-±t-, - --- - oe yru oiu MIS Mai, was born on Octoe

22, 1897, in North Harpersfleld, N.Y. 
He enlisted on May 17, 1917, In the 

U.S. Navy, at Albany, N.Y., and served 
aboard the U.S.S. Pennsyjlvania, and the 
U.S.S. Canandaigua.

His duty carried him overseas to Scot
land, and he was engaged in mine laying
activities from the North Sea to the Eng
lish Channel, as 'our naval forces tried 
and succeeded in stemming the great
German U-boat threat to our English
allies, and our own shores. 

Mr. Eddy was honorably discharged on 
January 22, 1918, as a yeoman, second 
class. 

His present duties as National Coin
mander of the Veterans of World War I,
date back to his election on September
16, 1964. 

Mr. Eddy, who became Ill -last Decem
ber, had been a salesman for 15 years,
and for the past 22 years before his re
cent retirement, he was associated with 
the Raytheon Co., of Newton and Wal
tham, Mass., as a machinist, toolmaker,
and diemaker. 

For the past 11 years he also was a 
precision inspector of machine parths.

M.Ed' ogsriet i onr 
and vEtera's longsrgaization dats bckutr 
to 1919 when he became a member of 
the North Sea Mine Force Association. 

Since 1956, Mr. Eddy had held elective 
and appointive office in the Veterans of 
World War I. 

.

11t hau served tnis ogmaina 
barracks senior vice commander of his 
own barracks, up through the ranks to 
the position of top national leadership 

are not destroying the quality and theheelatheimofisdt. 
quantity of medicine and that we are 
not socializing medicine, because that is 
exactly what we are doing.

Mr. Chairman, for those reasons I urge
the support of the recommittal motion 
and the adoption of the Byrnes pro-
Posal and a final no vote if the Byrnes
recommittal motion is not passed.

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield 3 minutes to the gen-
tleman from Indiana [Mr. RaUDEBUSH].

(Mr. ROUDEBUSH asked and was giv-
en permission to proceed out of order.) 

THE LATE HON. MELVIN D. EDDY 

Mr. ROUDEBUSH. Mr. Chairman, it 
Is my sad duty today to report to the 
Members of this body that a very dis-
tinguished American has passed away,

I refer to Mr. Melvin D. Eddy, of Bel-
mont, Mass., who was serving as National 
Commander of the Veterans of World 
War I, at the time of his death tod-ay in 
his home community. 

I am sure that many Members of this 
body were well acquainted with Mr. 
Eddy, and are aware of the fine Job he 
performed as national commander of 
the Veterans of World War L 

He also was a charter member and 
helped to organize the Belmont, Mass.,
Barracks No. 457, and served as his bar
racks commander in 1957. 

He subsequently served as national-
aide-de-camp in 1957-58; senior vice 
commander of the department of Mas
sachusetts, 1958; department com
mander, 1958-59; national legislative
commission member, 1958-59; national 
legislative director, 1961-62; national 
junior vice commander, 1962-63, and 
national senior vice commander,
1963-64. 

Mr. Chairman, we have lost a truly 
great American and a distinguished 
veteran. The loss of Commander Eddy
will be felt. 

Commander Eddy will be sorely missed. 
Thank you. 

Mr. MORSE. Mr. Chairman, will the 
gentleman Yield? 

Mr. ROUDEBUSH. I am delighted to 
yield to the gentleman from Massachu
setts. 

Mr. MORSE. Mr. Chairman, I share 
the shock and grief of other Members of 
the House at the passing of Melvin D. 
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Eddy, National Commander of the Vet-
erans of World War I. 

As Deputy Administrator of Veterans 
Affairs and as a Member of Congress, I 
had frequent contacts with Mr. Eddy and 
found him always a gentleman, always
concerned with the welfare of veterans 
Of all wars. Although his primary activ-
ities were on behalf of the Veterans of 
World War I, Mr. Eddy was an active 
member of the American Legion and the 
Veterans of Foreign Wars, 

Long active in Massachusetts veterans 
aff airs, Mr. Eddy was a well-known fig-
ure and his untiring effort on behalf of 
veterans was known all over the Coin-
monwealth. 

I Was proud to call Melvin Eddy my
friend and I share the grief of his wif e 
and family on this sad day. He leaves 
a noble legacy of public service that will 
not be forgotten, 

(Mr. ROUDEBTJSH asked and was 
given permission to revise and extend his 
remarks.) 

Mr. MilLS. Mr. Chairnan, I yield
10 minutes to the gentlewoman from 
Michigan,- [Amr. GRIFFITHS].

(Mrs. GRIFFITHS asked and was 
given Permission to revise and extend 
her remarks.) 

Mrs. GRIFFITIHS. Mr. Chairman, on 
behalf of the Michigan delegation I would 
like to thank the Speaker for inviting
the distinguished gentleman from Mich-
igan [Mr. DINGELL] to preside over the 
Committee of the Whole during the con-
sideration of this social security bill 
which includes medicare. The gentle-
man from Michigan is an arden sup-
Porter of medicare as was his distin-
guished father before him. It is fitting
that the sozq preside over the materializa-
tion of the father's dream, 

on my own I would like to thank the 
gentleman from Arkansas [Mr. MILLS],
the chairnan of this committee, for his 
patient and painstaking effort to produce
this excellent bill which far exceeds in 
benefits at this time the wildest hopes of 
the most devoted supporter of medicare. 

This bill is no rubber stamp to the ad-
ministration. It is a better bill than any
administration ever supported. And yet,
In my opinion, the benefit program is 
conservatively estimated. It has already
been mentioned, but as a Member of the 
majority, I should like to express my
gratitude also to the gentleman from 
Wisconsin, the ranking minority Mem-
ber for this great assistance in the 

drfigohsblchoose 
It has been suggested that when this 

binl goes into effect hospital costs will-rise. 
The answer is, Mr. Chairman, that 
whether this bill goes into effect or not 
hospital costs will rise and the tax levied 
in this bill anticipates that rise and pro-
vides for it. 

At the present time hospital wages are 
less than '70 percent of the meqan average
of industrial wages. Hospitals, as you 
are aware, employ an unusually high per-
centage of women. Many of these, the 
nurses, the technicians, the dietitians, 
are some of the most highly skilled of 
all women. And now I want to make it 
absolutely clear that when I vote for this 
bill I hope these women do get a raise in 
their wages. 

No. 63-O 

The average nurse today, working as a 
nurse, draws $4,000 per year. She is not 
even drawing the social security base pay.
A factory worker, a sweeper on his first 
day at work in .th city of Detroit, makes 
more money than a trained nurse, 

In addition, the factory sweeper in 
most plants is furnished with clean uni-
forms at the expense of the factory. In 
a hospital, insofar as I know, all doctors 
are furnished with clean uniforms. Most 
male orderlies are furnished with clean 
uniforms. However, few hospitals fur-
nish clean uniforms to nurses. 

Mr. Chairman, perhaps, this is why
one-half of the trained nurses no longer
practice their profession. As this bill 
goes into effect, it is time that the ad-
ministrators of hospitals take cognizance
of what industry has known for a long
time; the better trained the work force,
the lower the unit cost. That is, three 
ward orderlies do not really replace one 
trained nurse. They are merely more 
expensive. 

Mr. Chairman, if this bill is effective it 
must employ the skilled services Of 
women. In my judgment they should 
be paid in accordance with their skill,

Mr. Chairman, there is one other thing
which I would like to mention in regard 
to women hospital employees. In this 
bill the Secretary of the Department of 
Health, Education, and Welfare is au-
thorized to set up several advisory com-
mittees. I suggest that since women are 
going to have to do the work that the 
Secretary put some women on these com-
mittees and seek their advice at the 
policymnaking level. 

Mr. Chairnan, I am for this bill. The 
increased cash benefit payment pro-
grams and the medical benefits, will in 
my opinion have a stimulating effect 
upon the economy. It Is not necessary to 
reiterate that those people 65 and over 
seriously need the medical benefit part
of this program. But, even if I were 
opposed on any grounds to the medical 
benefit program-and I assure you I am 
not-as a woman I would still consider 
supporting it. 

Mr. Chairman, the medical benefit 
program is the second social security 
program that pays exactly the same 
benefits whether you a-re a man or a 
woman; that is, the woman does not re-
ceive one-half the benefits of her hus-
band while he lives and 82 percent of 
his benefits when he dies. If you are a 
working wife, you are not permitted to 

between your rights as a worker 
or your rights as a wife or widow and 
select the greater beneifit. 

-In this program, Mr. Chairman, YOU 
may be treated for different diseases, but 
whether you are a man or a woman 
worker, or a wife, a widow or a widower, 
the benefit period is exactly the same. It 
is unlike all other benefit Programs but 
one. In all other Programs the first 
question asked of a beneficiary is this: 
Is the claimant a man or a woman? 

Mr. Chairman, I commend the chair-
man of the Committee on Ways and 
Means for his enlightened approach to 
this program and I heartily recommend 
that all other social security programs be 
hastily amended to Provide benefits in 
the same Maniner, 

The obstacle, of course, to the uni
formity of the benefit Payment has been 
created by time, the mores of our society
and circumstance. 

When the social security bill was first 
passed, approximately 21 percent of the 
labor force was female. Today it is 
34.8 percent. Every young girl can now 
anticipate that she will work 25 years
outside of her home. She will earn her 
own social security rights, but those 
rights are not as good as the rights
earned by a man. Except for this medi
cal programn and one other program, the 
payment required to obtain her smaller 
benefit is the same payment that her 
male contemporary makes to secure a 
larger benefit. 

Mr. Chairman, let me show the mem
bers of the committee how it works. 
Support Mr. X who is Married to a non
working wife pays in on a $4,800 base. At 
retirement he will draw $127 and his 
wife will draw $63.50, for a total of 
$190.50. 

Suppose Mr. Y has a working wife and 
each of them pays in on a $2,400 base? 
Mrs. Y, because she works and pays into 
the program, can draw as a wife or a 
worker but not as both. 

At retirement, although Mr. and Mrs. 
'Y have paid in exactly the same amount 
of tax as Mr. X paid alone-both Mr. 
and Mrs. Y will draw $84 each for a total 
of $168 as opposed to a total of $190.50 
by Mr. and Mrs. X. And if Mr. X and 
Mr. Y die, Mrs. X, the nonworking wife,
will draw $105 and Mrs. Y, $84. 

It is worse if Mrs. X and Mrs. Y die. 
Mr. X will draw $127 and Mr. Y, $84. 
obviously Mrs. Y is helping to subsidize 
Mrs. X. It is also obvious that the social 
security paid by the Y's should be added 
together, and they should be permitted 
to draw on that basis-this would cost 
the social security system $1.8 billion an
nually.

For all of those lovers of means tests,
I would like to show you now the mean
est means test in the whole social-secur
ity program. 

Supposing Mr. Y dies and Mrs. Y, after 
a period of mourning, and a quick look 
at that $84 per month, decides to marry
again. She marries a retired man draw-
Ing $60 a month in veteran's pension.
Naturally she azssumes that since she is 
supplying one-half of the monthly mn
come, her new husband will surely draw 
one-half of her social security. But she 
would be wron. Social security wil i-
quire into the whole circumstances and 
if by chance the new husband owned a 
house they could count the rent of that 
house at $25 a month and deny him the 
social security; but if Mrs. Y dies and 
Mr. Y marries-again, they will ask the 
new Mrs. Y one question: 'Are You draw
ing social security as a worker?" If her 
answer is "No," she gets one-half the 
amount Mr. Y receives, even if she is as 
rich as Doris Duke. 

The original theory of social security,
of course, was that men work and sup
port wives and families, but this is not 
true any more. Women comprise More 
than one-third of the working force. 
They support 10 percent of all families. 
The medical benefits program for the 
second time in social security history has 
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treated women as equals and pays exact-
iy the same benefits to all, for which I 
am most grateful to the gentleman from 
Arkansas. 

Wives have no vested right in social 
security, that is, originally in the social 
security setup, when a man died his 
widow was entitled to social security as 
long as she remained his widow. The 
moment she remarrted shic became 
somebody else's responsibility, and if he 
drew social security, after an appropri-
ate time she drew as his wife. If he 
died and she did not have an established 
claim, she was out. This was corrected 
some time ago to permit her to return 
to her first husband's rights.

But a wife, married for 30 years to a 
man who paid into social security, and 
then divorced by him at a time too late 
to establish her own rights under social 
security, could not claim under the di-
vorced husband. This bill to some ex-
tent corrects that situation-if they were 
married 20 years, and there is a decision 
of support, she can draw, or she can re-
turn to a dead first husband's rights, 

There remain those people drawing so-
cial security and living in sin in racy 
Miami, who have discovered that the so-
cial security payment' for a widow is 
greater than that for a wife--or that 
second marriages 'are penalized by re-
duced payments. The answer to this 
situation, it seems to me, Is that pay-
ments should be on the total amount a 
couple pays into social security, and that 
the right of a wife should be as great 
as that of a widow, 

These are problems that I feel will be 
solved by reexamination of the social se-
curity program in the light of the work 
experience and the need of beneficiaries 
of the last half of the 20th~century, just 
as the medical benefits program has met 
that need in that reality. 

Mr. ]BYRNES of Wisconsin. Mr. 
Chairman, I yield 15 minutes to the 
gentleman from Missouri [Mr. HALL]. 

(Mr. HALL asked and was given per-
mission to revise and extend his re-
marks.) 

Mr. HALL. Mr. Chairman, there are 
sweeteners .in this bill and there are 
sweeteners in the hills of my home, the 
Ozarks. In 1Ggcabin days they used to 
keep a sweetening barrel by the door. 
One time a young man fell headfirst into 
the barrel and he came up licking his 
chops and said, "Oh, Lord, give me the 
tongue for this occasion." 

I make the same prayer, today. 
I come before you today as a physi- 

cian-a member of the profession which 
is deeply and inextricably involved in 
the great issue before us. 

Since coming to Congress, I have 
stood in the well of this House many 
times. Always, I have stood here in 
pride, and in appreciation for the honor 
bestowed on me by my fellow citizens 
who sent me here to represent them, 

Whatever the matter before us on 
those occasions, I have searched with 
you for the answer to the one overriding 
question: 'certain 

"What Is best for the United States of 
America?" 

That is the question we are striving to 
answer today. It is the spirit in which 

I am speaking to you now. Our opinions 
may differ, it' is true, but our aim is the 
same. It must always be so if the noble 
heritage of which we are the trustees, 
is to endure. 

Today, perhaps more than any other, 
I am honored to be standing here. For I 
am speaking not only for my constituents 
but for my profession. I am speaking for-
a system of health care which is uni-
versally recognized as the finest in the 
world. As a physician, I could not have 
a greater opportunity or responsibility, 
As a Representative in Congress, one 
must be delving, perceptive, informed, 
and decide judiciously. 

The members of the medical profes-
sion, of which I am one, believe we have 
a responsibility to call to the attention 
of the public--our Patients-any Pro-
jected development which threatens the 
quality of medicine in this country. 

On us falls the ultimate responsibility 
for treating the sick, overcoming disease, 
and assuring that medicine's achieve-
ments of the last 25 years, will continue 
and multiply to the benefit of all man-
kind. That has been our task through 
our professional lives; it will still be our 
task when the tumult and the shouting 
on this issue dies and Congress turns to 
other questions of the hour, expressed 
in the vast store of bills awaiting its 
consideration. 

The question is not, as stated by one 
who preceded me in this so-called debate, 
the care. of senior citizens, but how best 
to assure them needed quality care. I 
shall vote' for the motion to recommit, 
and against final passage regardless of 
the sweetening. 

We are the ones who will be expected 
to go on providing "only the best" of 
medical care, care tailored to fit Individ-
ual needs, to which Americans are ac-
customed, and which they. properly de-
mand. In the last analysis, we are the 
ones who must contend directly with this 
program and try to make It Work. 

PHYSICIAN-s' %CTrvrizIsUNDERs .H.. 6575 
Page 15, line 20: "(2) a physician certifies 

(and recertifies)., 
Page 16, line 3: "(A) In the case of in-

patient hospital services." 
Page 16, line 10: "(B) in the case of in-

patient tuberculosis."a 
Page 16, lin IS: (C) in th cas of pot 

hospital extended care,. ae"fpotPage 17, line 6: "(D) in thecaeopst
hospital home health services." 

Page 17, line 24: "(E) in the cas of out-
patient hospital diagnostic services." 

Utltization Revtew Plan 
Page 74, line 16: "For such review to be 

made by either (A) a staff committee corn-
posed of two or more physicians." 

Page 75, line 10: "For notification to the 
attending physician of any finding by the 
physician members of (the committed) that' 
any further stay in the institution is not 
medicauly necessary." 

Consequently, we cannot stand idly by 
now, as the Nation Is urged to embark on 
an Ill-conceived adventure in Govern-
ment medicine, the end of which no one 
can see, and from which the patient is 

to be the ultimate sufferer. 
For make no mistake about it: The 

medical profession will never deprive 
the people of high-quality medical care 
and the fruits of progress of medical 

science. That will come when the Gov
ermient begins meddling and interfering 
with medical freedom. 

What are some of the factors which, 
added together, clearly point to a de
terioration of health care under a pro
gram of Government controlled medicine 
for any segment of the population? Let 
me list a few: 

First. The basis for quality medical 
care is the voluntary relationship be
tween the doctor and his patient. This 
would begin to disappear as the Govern
ment supplants the individual as the pur
chaser of health services. 

An obvious attempt has been made in 
this legislation to conceal the grant of 
power which would be extended to the 
Secretary of Health, Education, and Wel
fare to interfere with administration and 
medical practice in participating hospi
tals. But the power is in the bill, and 
its use by Government employees in 
carrying out their responsibilities toward 
the expenditure of Government funds 
cannot be doubted. 

The result would inescapably be third-
party intrusion in the practice of medi
cine. The physician's judgment would 
be open to question by others not respon
sible for the patient's well-being. His 
diagnostic and therapeutic decisions 
would be subject to disapproval by those 
controlling the expenditure of tax 
money. Paradoxically, his cooperation 
is required for proper function and cer
tainly to avoid the abuse factor. 

Second. As the Government fixed 
prices for service rendered-as indeed It 
must to protect the public purse--flnan
cial incentive would begin to melt away. 

Third. The incentive of competition 
with one's peers, invariably the spark 
which ignites the flame of creative prog
ress, would also fade since rivalry would 
be eliminated by virtue of centralized 
direction, be it practiuie or' as-ll- or-ta-nt 
bedside research. 

Fourth. As physicians and health fa
cilities became more and more subject to 
intervention in their work by Govern
ment employees, a decline of profes
sionalism would be certain. 

Fifth. The overutilization and abuse of 
a "free" service to which everyone had 

"right" would result In increasing 
phsca harassment which could not 
fail to lead to a form of medicine abuse 
factor and had occupancy alien to these 
shores-medicine on an assembly-line
basis, 

Sixth. Quality medicine would be dealt 
a further blow by the loss of able en
trants in the health field because young 
men, viewing a profession under partial 
or total Government domination, could 
be expected to seek careers in other fields. 

These things will not happen tomor
row, or the day after, or next week, or 
next month. But as surely as the tides 
move tonight in Chesapeake Bay, they 
will come if this measure is enacted 
into law. 

America today has the finest physi
cians and scientists in the world-a fact 
frequently demonstrated over the last 
decade when the Nobel Prizes have been 
handed out, or by your life'expectancy, 
or by those seeking postgraduate train
ing. These intelllgent, highly trained, 
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superbly skilled men and women will 
continue to serve the health needs of the 
Nation, and because they are profession-
ala, who have devoted their lives to this 
system of ours, they will continue to do 
the best they can, no matter what ad-
verse conditions they are suddenly con-
fronted with, 

But what happens when this seed crop
Is gone? I suggest you look across the 
Atlantic for an answer. The other night
I heard this sentence in a Chet Huntley 
broadcast discussing the current strug-
gle between physicians and the Govern-
ment in the British National Health 
Service: 

Britain has been losing doctors at the rate 
of almost 500 a year. The number of medical 
students is declining, and already below the 
level of 1938. Meanwhile, the population 
grows. 

You see, there are some things which 
cannot be handled by a law. Men bred 
in freedom learn to like the taste of it. 
Few engineers would want a government 
employee telling them how to draw a 
line. Most bookkeepers, I suspect, have 
little desire for advice from Washington 
on how to add a column of figures. I 
have yet to meet a lawyer who has spoken 
of his desire to have the legal profession
brought under the surveillance of the 
Department of Justice. 

It is as simple as that, gentlemen. 
This is not merely a controversy over 
whether Government should tax one 
group of citizens to provide health care 
benefits indiscriminately, regardless of 
need, to another group. This Is not 
merely a disagreement over the best 
means of providing health care for our 
older citizens. Rather, this conflict is 
testing again whether the art and 
science of medicine will be permitted to 
grow and flourish in freedom, or whether 
progress in medicine will be stunted and 
shriveled by an excess of Government 
control, third-party interference. 

Here let me nail down one of the most 
patent falsehoods that has been uttered 
by do-gooder proponents of H.R. 6675 
in their campaign of abuse and villifica-
tion against the whipping-boy medical 
profession. This is the whispered charge 
that doctors are "really against the pro-
gram because it would affect their in-
come: that their fees would somehow be 
reduced by the Government." 

Nothing could be further from reality, 
Doctors' incomes would probably be more 
assured, not less, if this bill is enacted, 
Anyone knows there is more money in 
mass production. It is principle, free-
dom, research, and insurors who will 
suffer. 

Seventeen and a half million older 
citizens would become eligible for hos-
pitalization, nursing home and home 
nursing care, financed from the Federal 
Treasury. Those lured to take advan-
tage of the program by the prospect of 
a "free" benefit would need a physician's 
certificate to enter a hospital. Physi-
cians would be expected to care for them 
while they were in hospitals or nursing
homes. Who can say how many new 
patients physicians would acquire as a 
by-product of this legislation? It is safe 
to say the number would be sizable, 

But that is really beside the point, or 
at least only a tangent. The American 
system of medicine is a system of quality 
medicine, not mass production or as-
sembly-line medicine. It is a system of 
private medicine, practiced by private 
doctors treating private patients, free 
to make decisions based on the patient's
specific medical needs and nothing else, 
except a confidential relation-privi-
leged, if you please.

Forget for a moment the cost of stag-
gering, though uncertain, proportions of 
the program before us. Ignore the ad-
mninistrative problems that it would 
create, and the burden it means for 
wage earners at the low end of the in-
come scale. Neglect the new bureaus 
we are entailing,

Look only at the intrusion of Govern-
ment In the field of medicine, which can-
not be avoided, which goes hand in 
hand with this plan-the regimentation
of hospital admission and discharges,
arbitrary limitations on nursing homes 
available to care for aged patients, and 
the implicit responsibility placed on hos-
pitals and physicians to keep the cost of 
this program under control, 

Bureaucratic regulation cannot be 
mixed with medicine without diluting
the quality of medical care anymore than 
gasoline and sugar in the modern coin-
bustion engine. In this case, further-
more, the availability of medical serv-
ices to the aged would be governed by
the availability of tax money, not by the 
medical needs of these citizens. If 
quantity is thus restrictcd, quality
would inevitably suffer. 

Under our system as we have always
known it, treatment of the individual 
comes first, and financing second. It is 
the patient, in the role of the customer, 
that exacts the utmost from the doctor-
patient relationship through his ability' 
to choose freely, 

The physician, in turn, responds to 
this show of confidence by the exercise 
of his knowledge and skill to his greatest
capacity, guided solely by what is best 
for his patient, 

This is not a public works project of 
stone and steel that we are dealing with, 
or the purchase of overcoats for the 
army. This is a fragile, perishable rela-
tionship, perhaps the most delicate in 
all human ties, and founded on Ameni-
can tradition and principle. It cannot 
withstand third-party tampering with-
out serious harm. Are we to callously
overthrow it by legislative process? 

Standing here, I wish with all my heart 
I could get this point across to you. It 
is fundamental. Someday it will come 
back to haunt our memory, 

Should the government become the 
customer-the outside party striving to 
reconcile the demands of the patient for 
high quality care and the denwpnds of 
the taxpayers for efficient use of tax 
funds-the emphasis must shift from 
quality to cost, The government can re-
solve thesta conflicting demands in only 
one way. It must tighten the reins on 
services to keep them within budgetary
limitations: either that, or the Depart-
ment of Health Education and Welfare 
must be repeatedly pleadings with Con-

gress to ball out the program with 
higher payroll taxes. 

We doctors want to continue to be 
free to give our patients the best advice 
and the best treatment we are capable of 
giving, without the pressure of outside 
considerations that have nothing to do 
with the quality of health care. We op
pose any course of action which threatens 
the professional independence of the 
physician and imperils the wholly volun
tary relationship which now exists be
tween doctor and patient, thereby
striking at the heart of our magnificant 
health care system which has accom
plished so much for mankind in an at
mosphere of freedom. 

If this legislation is enacted, the aged
would be the first to feel its effects on the 
quality of health care. But is it possible
for health care to operate In one way for 
one segment of the population and In a 
different way for everyone else? The 
question answers itself. This is our first 
venture into providing service in lieu of 
cash benefits on a payroll deduction tax 
basis. What of the further effect of de
valued dollars and inflation on these 
senior savers who secured their own fu
ture? 

INFLATION ARGUMENTS 
Mr. Chairman, for every action there 

is a reaction. This fundamental princi
ple in Newton's law of gravity is no less 
true today.

The action we are about to take alleg
ediy will provide Federal aid for persons 
over age 65. But at the same time this 
help is being offered, have we truly con
sidered the ways in which we will be un
dercutting their ability to secure their 
own future? 

The financing provisions of the ad
ministration bill involve a substantial in
crease in both the tax base and the tax 
rate, reaching 11.2 percent of payroll In 
a few years. 

Every cent of this tax increase will 
come from employee and employer. As 
such every cent will be an increase in 
the cost of production of all goods and 
services in the United States. One does 
not have to be an economist to under
stand that every time you increase the 
cost of production you also increase the 
cost of the product.

The employer's contribution under this 
program is not going to come out of the 
pocket, of the employer. It will come out 
of the pockets of those who buy his goods 
and services. 

The employee's contribution under 
this program will come out of his own 
pocket, thus reducing his take home pay,
and correspondingly reducing his pur
chasing power and further detracting 
from the value of his dollar. 

It surely does not take an economist 
to know that the senior citizen and the 
Younger citizen as well will, in 1966, 
when this bill becomes law, have to pay 
a little more for everything he buys in
cluding the very necessities of food, 
clothing, and shelter. How else could It 
be? The additional contributions from 
employers will be added to the cost of 
everything they Produce. 

The millions of older citizens who 
manage to live solely on their social se
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curity earnings, pensions or savings, are 
already in the poverty class if we go by
the strict administration definition of 
poverty as being those who earn less 
than $3,000. But the cost of everything
they buy will go up when the cost of this 
bill becomes reflected in the rising price 
index. 

inflation I,, the crueles~t taxv of' a',1 be-
cause it affects most drastically those 
living on fixed incomes, be it social se-
curity, or pensions, or private retirement 
programs.

Make no mistake. This bill, with Its 
tremendous cost factors, will be in-
flationary. 

Would that we were honest enough
with ourselves to admit it. 

This is no great humanitarian pro-
gram, for it will not take a penny from 
the pockets of those who will take credit 
for It. None of our senior citizens in this 
body will contribute toward the pro-
gram, at least insofar as their congres-
sional salaries are concerned. 

I wish, as this House acts on the bill 
before it, we were honest enough with 
ourselves to recognize that, as these new 
taxes take effect, it will raise the cost 
of every other vital need. And it will 
do it, not only to our senior citizens, but 
to our younger ones as well, including
those just beginning to make their way
in life. 

Inflation and devaluation of saved-
moneys are cruel and treacherous ways
of dealing with an unsuspecting people.

If the quality of care for older citizens 
Is lowered-under the Pressure of over-

"socialized medicine" for every man, 
woman, and child in the country.

At a time when American medicine 
leads the world, we are being asked to 
adopt a system under which one nation 
after another has lost its former leader-
ship in medical science. We are urged 
to start down the same road that has 
been~ traveled by other countr1ie, whose 
health care today is marked by turmoil, 
bureaucratic controls, overburdened fa-
cilities, precarious financing, and dis-
tracted, frustrated doctors, 

It would be impossible to believe if I 
were not here to see it. 

One serious shortcoming in the bill ap-
proved in committee is that the abuse 
factor has not even been considered, 
much less, compensated for. Yet, we 
know now that this factor of abuse is 
what accounts for the severe crisis now 
confronting both the British and French 
systems of government medicine. Many 
more patients will be admitted to hos-
pitals for diagnostic services under this 
bill, far more than ever before. 

The bill apparently will depend on 
doctors to maintain hospital turnover, 
even though they will have less practical
authority to carry out this responsibility,
under the bill. 

We all realize that the average length
of hospital stay under ths bill is certain 
to increase and the sum total will be that 
proportionately fewer and fewer private
patients are going to be admitted as more 
hospital beds are occupied by persons
eligible for free care under this bill. 

Most certainly after this bill becomes 

insofar as they, their professional skill, 
and their ability and willingness to serve 
is concerned. This decision to ignore and 
even belittle the practicing physician 
whether it was made by President Lyn
don Johnson, or Wilbur Cohen, or Mr. 
Celebrezze, or by the majority members-
of the Ways and Means Committee, will 
sztand hin D,,', as -"emot brazen 
act of ommission ever committed on a 
piece of major legislation. It will have 
its reverberations for as long as anyone
of us is privileged to look into the future. 

As one voice in this Chamber, as a 
Physician whose lifetime of service in his 
profession has meant a very great deal 
to him, I can only ask you to pause and 
reflect and weigh this issue with Prayer
ful consideration. It is not a simple 
matter, Of this, we are all aware. 

But on balance, when you cast your 
vote, I hope you will be thinking of the 
next generation of' Americans and all 
those who will come afterwards-and not 
so much about the next election. 

I hope and pray, you will vote at least 
to recommit, *onthe least of two evils. 

Mr. CAHILL. Mr. Chairman, will the 
gentleman yield? 

Mr. HALL. I am delighted to yield.
Mr. CAHIELL. This may not be pre

cisely apropos of what the gentleman
is discussing, but I know the gentleman
is extremely qualified to answer this 
question. I, for one, and I am sure many
of our colleagues in the House, are 
deeply concerned about the number of 
quaified young men and women of this 
country who are anxious to become phy
sicianls and who having scholasticallyuse of facilities, of limitations on avail-efciitwlrqueacaspogm 

able funds, of physician harrassment by
outside intervention-it will be lowered 
for all. 

Further, I believe it can be reasonably 
stated that consideration of this proposal
caa-mal, be imited to its mer-its or uenne1-its 
as it would apply to a single group of Cit-
izens at the outset. We are aware that 
a former distinguished member of the 
House, Mr. Forand, has termed it a foot-
in-the-door program.

The legislation as now written applies 
to all Americans aged 65 or older. But 
the minimum age for retirement is now 
62. Does anyone seriously suggest that 
one of the first proposals after enactment 
of the bill would not be to reduce the age 
to 62 as a starter? 

All the cost estimates and tax rates 
we are now trying to untangle would 
thereupon go out the rrindow. Approx-
imately 2 million more Americans be-
tween the ages of 62 and 65 would become 
eligible for benefits from the Federal 
treasury toward which they had paid
little or nothing in taxes. Costs of the 
program would go up; the potential
burden on our hospitals and other health 
care facilities would be measurably in-
creased; controls would necessarily have 
to be tightened to guard against the 
added danger of saturation of these fa-
cilities by znillions of persons seeking a 
"free" Government service to which they
had a "right." 

What is true of the legislation imme-
diately, would be equally true as It ex-
panded to include the~rest of the popula-
tion. What would begin a. "socialized 
medicine for the elderly," would become 

of hospital construction under Hill-Bur-qulfeinthmlvsnaetour 
ton, as well as another crash program of 
nursing and convalescent homes. 

The $64 question inmost peoples minds 
is bound to be, "will doctors participate?"
Of course, it will take time -toimplement,
and the answer will be partly determined 
by how this is done. A new fee schedule 
and signup of doctors who will partici-
Pate will be a first order of business, 

I Predict that 'American physicians will 
sign up and participate because they ar 
first of all humanitarians, imbued -with 
the mission of serving people, 

Perhaps the most incredible part of 
this whole operation, has been the utter 
disregard of the doctor's viewpoint by 
the social engineers who drafted tih.is 
four-layer cake. This in spite of the 
fact that the program cannot possibly
work without the cooperation of the 
doctors (13th amendment, neglected or 
voided in considerations.) 

It might be compared -to building a 
space satellite without engineers, or de-
veloping a battle plan without consult-
ing the Joint Chiefs of Staff. I cannot 
help but wonder what Walter Reuther 
might say if the doctors should recoin-
mend that collective bargaining agree-
ments be made up by business alone 
without consulting labor, 

That is exactly what we have under 
this bill. Without the doctor, this bill 
is nothing more than 300 pages full of 
words signifying nothing. Yet, at 'no 
time during the week this bill was 
drafted, were the Nation's doctors asked 
to contribute to the deliberations or to 
comment upon the feasibility of the bill 

sue their medical education because of 
the insufficient number of medical 
schools and the inadequacy of seats in 
those medical schools. At the very 
samne tmue all of us recognize that, there 
is in America today a great need for 
more doctors. 

I am wondering if the gentleman can 
say to me what the medical profession
is doing, or what the AMA is doing,
what we are doing, to provide more 
medical facilities to get more' medical 
doctors to, take care of more Americans? 

Mr. HALL. Yes, I think I can; and I 
appreciate the gentlemhan's asking the 
question. If the gentleman heard the 
first part-of my remarks he knows about 
how we have maintained the doctor-
patient ratio of approximately 1:750
I physician to '750 patients--and
certainly the gentleman knows that in 
this day of better communications and 
transportation you can get a patient to 
and adequate workshop-hospital, and 
so forth-under the care of a specialist 
more quickly than we used to be able to 
do it, in the days when we hitched up the 
shay and brought them into town where 
perhaps there were 5 doctors in some 
small community; and he can receive 
much better care. 

As to the second part of the gentle
man's question, I pointed out that the 
medical schools have been increasing in 
number, from 64 at the end of World 
War II to 85 at this time, and there are 
9 more in process of building. They are 
all class A. There are no longer any
substandard schools. And specifically 
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the AMA's Council on Medical Educa-
tion is urging continued building.

Let me put the lie Immediately to the 
bandied-about phrase that these schools 
are inadequate, or that the AMA. is a 
,strong organization that is preventing
the erection of adequate numbers of new 
medical schools. The gentleman will re-
call that only last week I reported on a 
Poll all over the country with reference 
to the preference that young people had 
for certain professions. They were: Su-
preme Court No. 1; physicians No. 2; 
Politicians No. 11; and so on down the 
line. We are doing pretty well, 

The fact is, in answer to the gentle-
man's question that a great number of 
fine Young people at this time would like 
to become physicians, and under our 
Private competitive system of medicine 
are applying at a ratio of about 15 for 
every vacancy in medical schools. But I 
deny that the output Is inadequate for 
the projected need. General elementary
and secondary. educational classroom 
availability for 1960, for instance, was 
Once estimated as being inadequate, but 
local school boards built adequately and 
so will local medical schools and univer-
sities. We do not legislate on "projected
needs," they often care' for themselves 
through local initiative. 

Mr. CAHILL. Mr. Chairman, my
Point is that where there are 15 appli-
cants who are qualified and only 1 of 
those 15 can be accepted In a field where 
admittedly there is an inadequacy of 
practitioners, does the gentleman feel 
we are doing enough?

Mr. HALL. I do not admit that there 
Is an inadequacy of practitioners.

Mr. CAHILL. The gentleman does 
not admit that? 

Mr. HALL. Not if we still have a 
ratio of one doctor to 750 patients that 
we had in 1950, with improved transpor-
tation and communications and the en-
hancement of facilities that we have de-
veloped, to say nothing of the ancillary
aids such as better nursing,

Mr. CAHILL. Does the gentleman
concede that some of our physicians to-
day work less hours than some of our 
physicians used to? 

Mr. HALL. I am sure a lot of them 
do, just as some Congressmen like to 
go home on Thursday night, and not re-
turn until the following Tuesday. But 
this is not the whole medical profession,

Mr. CAHILL. Mr. Chairman, I think 
the gentleman is being not only complete-
ly irrelevant, but completely illogical,
he is not answering my question,

But, the gentleman is being completely
illogical when he refers to the Congress.
The gentleman is not answering my
question. I wish the gentleman would 
answer my question that I have asked. 

Mr. HALL. I certainly do not concede 
that there are not enough physicians,
and I do not believe that simply because 
there are 15 applicants for each vacancy
that, It necessary follows that this con-
stitutes inadequacy. Actually, the point 
to be learned is that we will kill such 
initiative and selectivity, yes-even desire 
to serve people; if we legislate away our 
freedomr1 and competitive enterprise.

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield such time as he may 

consume to the gentleman from New 
Jersey [Mr. CAunmL]. 

(Mr. CAHILL asked and was given per-
mission to revise and extend his re-
marks.) 

Mr. CAHIIlL. Mr. Chairman, the gen-
tleman from Missouri [Dr. HALL.], has in-
dicated in his remarks that the number 
of physicians in relation to the popula-
tion has remained more or less constant. 
While this is a correct statement, the 
gentleman neglected to point out that 
the number of physicians in private
practice per 1,000 has declined from 109 
in 1950 to 97 in 1963. Expressed in an-
other way-the relationship of family
physicians to the potential patient load 
has-changed from 1,300, patients per phy-
sician in 1950 to 1,700 patients per phy-
sician in 1960, and an estimated 2,000 
patients per physician in 1970. Is this 
in actual practice constancy in the rela-
tionship of physicians to population?

I am sure that every Member of this 
House recognizes the need for medical 
care for the elderly and all of our citi-
zens even though there may be some di-
vergency in opinion as to the road to 
travel to obtain the objective. I would 
also say that with very few exceptions, 
every Member of this House would recog-
ruze the insufficiency of medical schools 
in the United States. I have been in-
formed by accredited authorities that in 
the past 10 years, the output of medical 
schools has lagged behind the popula-
tion growth and that in- many areas it 
has only been because of the foreign-
trained doctors that we have been able 
to maintain the performance in any de-
gree in some of our larger hospitals.

Many of these foreign-trained doctors 
who are so desirable in many of our areas 
because of the acute shortage are gradu-
ates of schools which would not be ac-
credited by the American Medical As-
sociation here in the United States. 

For the gentleman from Missouri or 
any other Member of this House to say
that we have sufficient medical schools 
and sufficient doctors is in my judgment 
a, denial of the realities of everyday life. 
I am told that if we are to keep our 
Present physician-patient ratio over the 
next 10 years, it is estimated that we 
must increase our medical school capac-
ity by at least 50 percent.

Irk the year 1963, for example, ap-
proximately 55 percent of all qualified
applicants to medical schools were en-
rolled. In other words, out of approxi-
mately 16,000 applicants, about 9,000 
were accepted. This means that 7,000 
young men and women Of America who 
had a real desire and apparently were 
qualified were denied admission into 
medical schools. What is the reason? 

Obviously there was no room for them 
in the medical schools. What does this 
point out? Clearly that we need 50 per-
cent more medical schools than we have 
in the United States. 

Why do we not have these medical 
schools? Why are we not training all 
of the young men and young women of 
America who want to be doctors? Why 
must we rely upon foreign-trained phy-
siclans to fill the needs Of Our commu.-
nities? Why must we accept men to 
administer to our ill who attend foreign 

medical schools which would not meet 
the requirements here in the United 
States as imposed on our medical schools 
by the medical societies? 

I know from my personal experience 
a number of qualified and outstanding 
young men in my district who have been 
unable to get into a medical school. I 
have interviewed a score or more of these 
young men and can attest to their per
sonal qualifications and their dedicated 
desire to join the medical profession in 
treating the illnesses of our society. It 
has been disheartening for me through
out my Years in public life to-point out 
repeatedly to qualified young men that 
there was, in fact, no real reason for their 
nonacceptance except the insufficiency
of classrooms in our medical schools. 

It is clear to me and I am sure it is 
clear to all Members of this House that 
with the population growth not only will 
the need be greater, but there will be an 
increase in the number of qualified ap
plicants each year. My research indi
cates that in 1959 it was estimated that 
about 3,500 more medical school grad
uates would be needed by the year 1975. 
This would necessitate additional facili
ties equal in size to 35 medical schools 
of average size. 

I would certainly express the hope to
day that the American Medical Society.
instead of restricting the number of en
rollees and the number of medical 
schools, would liberalize their programs
and would take the leadership in Amer
ica to bring new facilities into being and 
to provide new opportunities in the field 
of medicine for the youth of America. 

It is difficult for me to understand why 
we in the Congress and why the men of 
medicine are expending so much money
on medicine In space when some mothers 
are giving birth in this country unat
tended by qualified doctors, when some 
families are being subjected to pioneer
medicine because of the unavailability of 
a physician In their community, when 
families in the dark of the night are un
able because of the demands upon exist
ing Practitioners to obtain the services 
Of a qualified physician.

I do not criticize nor condemn the doc
tors. I know that all of them are serious
ly and genuinely interested in caring for 
the Physical needs of their communities. 
There is only so much, however, that 
one man can do. Doctors, like all other 
men, need time to spend with their fain
ilies; need recreation and change; and 
require a certain amount of sleep.

The Problem is not that the doctors 
are not doing their best. The problem is 
that their best is not enough with the de
mands upon them by the ever-increasing
Patient loads. 

We do not need criticism for the doc
tors. We need more medical schools, 
more hospitals, and more doctors. 

I find it difficult to understand why 
some plan is not conceived utilizing the 
existing collegiate educational facilities 
which abound in the United States. Why 
cannot young men and women start their 
medical career in the colleges of our 
country? Why is it necessary that they
attend, at least for the theory part of 
their education, qualified medical schools 
in existence? It seems to me that many 
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of -the subjects which constitute a medi-
cal cunrriculum can be taught Just as ef-
fectively in an Institution not associated 
with a hospital. Why cannot the theory
be separated from the practice? Thus,
if we were to train our medical students 
in institutions not associated with exist-
ing medical schools, we probably could,
in a reasonable period of time, increase 
appreciably the number of physicians
in the United States. 

-In my State, I am informed that we 
have 143 physicians for each 100,000 pop-
ulation; but that only 109 of these phy-
sicians are in private practice,

How many of us know personally men 
who have devoted a lifetime to medicine 
but who now, because of advanced age,
personal Illness, financial security, or 
some other personal reason, have found 
it possible, desirable, or necessary to de-
vote only a Part of their day and their 
week to the practice of medicine? How 
many of us know men of specialized
skills in the field of medicine who take 
off an entire summer because their in-
come is so high that our tax laws make 
it not worth their while financially on a 
year-round basis? How many of us know 
good doctors in their sixty's who, because 
of some personal physical reason, have 
restricted their practice to 3 or 4 
days a week? How many of us know 
surgeons who operate only on a very
limited basis? In other words while 
some statistics that have been asserted 
here today spell out a sufficiency in doc-
tors, the fact remains that in actual prac-
tice we have a complete scarcity of doc-
tors in almost every area of this country.

Let us rememnber in passing this needed 
legislation helping the aged of our coun-
try, that we cannot provide them with 
the proper riedical care until we have 
a sufficient number of medical Practi-
tioners. Let us riot forget that we cani-

member of the Committee on Ways'and
Means that developed Its provisions,

I commend and congratulate my
chairman, 'the Honorable WILBUR D. 
MILLS, for his leadership in drafting this 
bill in committee, and upon his excellent 
presentation to the HIouse. Chairman 
MILLS has again denrionstrated his abil-
Ity and wisdom in working toward corn-
mnittee approval of legislation needed by
the Nation and desired by the people. I 
associate myself with his remarks in 
every respect.

The year of 1965 will count some no-
table events in the history of social se-
curity in America. Last January we 
completed 25 years of monthly social se-
curity payments. This month-April-
the old-age, survivors, and disability in-
surance system will reach the mark of 
20 million men, women, and children re-
ceiving benefits each month-more than 
1 out of every 10 of our total population.
In August we will be celebrating the 30th 
anniversary of the original Social Secu-
rity Act. Even before this 30th annl-
versary, a fourth historic event will 
undoubtedly be entered on the record-
the enactment of this social security-
hospital insurance bill that has now come 
to the House for discussion, 

I certainly feel that Ha. 6675 Is among
the major bills that-have been debated 
during my tenkire here. I rank~It among
the most far reaching of the bills we 
have considered to meet the needs of our 
people. The President has called it a 
"tremendous step forward" for our senior 
citizens. His special message on health 
benefits earlier this year was the begin-.
ning of our new effort to provide legisla-
tion of this nature. He said: 

We can-and we must strive now to assure 
the availability of and accessibility to the 
best health care for all Americans, regardless
of age or geography or economic status. 

from other sources is too often not avail
able. 

We decided 30 years ago, as the Presi
dent has said, that our citizens' later 
years of life should "not be years of 
despondency and drift." 

We adopted our social security pro
gramn, which has been shaped and modi-
fled both by long-standing traditions 
and by changing economic and social 
conditions. We are making further 
changes today. And, they are all for the 
good.

Details of H.R. 6675 have been clearly
and adequately presented by Chairman 
MILLS. I shall not repreat these. I wish 
to comment, however, on certain sec
tions. 

We have presented a coordinated ap
proach for health Insurance and medical 
care for the aged. It reflects the wish 
of the majority on the Ways and Means 
Committee to provide a program that 
meets the needs. There were several 
Proposals before the committee and 
none of them really provided all that 
was desired. H.R. 6675 has utilized the 
best features of each. 

The "basic" hospital insurance plan-
the first of the three-layers In the pro
posed system-would be established for 
the aged and financed through the 
contributory social security system.
Employees, employers, and the self-
employed would pay the costs. It is esti
mated that more than 18 million persons
would be eligible. This includes those 
receiving social security and railroad 
retirement benefits, and those persons 
not eligible for such benefits, but who 
would be covered under a special ar
rangement to pay costs from the Gov
emninent's general revenues. 

I have long stated that any program
of hospital insurance under social se
curity should be financed from a sepanot have a sufficient number of quali-Iraetutfn.Tiwolpovdth

fied doctors until we increase the number This legislation meets that goal.Iraetutfn.Tiwolpovdthof our medical schools. Let us, there- would propose that my colleagues, who protection needed to maintain a soundfoeheeinth f h Uitdmay question, this bill in any respect, system.Cnres
for, hre heUniedn te ongessofgai rad he We can see immediately where 

States, recognize that if we resdet'smesageofthere were problems with financing.are to prop-agiredtePsdn'smsgeo This has been prvddiHR.67 Ierly and adequately implement the pro-
gram we are discussing today, we must 
do something in the immediate future to
provide more medical schools to train 
more young Americans to become future
doctors so that the aged and all citizens
of this country can enjoy the type Of 
medical service which they deserve and 

to wich heyarentited.more 
I urge all of the Members of this House 

to examine the situation as it exists in 
their own congressional districts and 

last January. No more eloquent state- rvddi .. 67.Iment In support of the bill can be found. is an excellent feature. An earmarked w ca al viualze hehospitalMr.Charma, tax would go Into the separate Mr himn ecnalvsaietehospital trust fund.
need for this legislation on a national 
scale.aTheostatisticsearescitedmintour 
commnittee's report. However, I am cer-
tain that each of my colleagues daily re-
ceive letters from their constituents that

directly and dramatically reveal the 
need for approval of this bill and the 
hope with which it is viewed by millions 
of individuals, 

Tescn ftetrelyr nti 

prga"ol rvd upeetr
"voluntary" health insurance program
for the aged to pay for physicians and
related services not covered in the basic 
program. Again, it Is soundly financed 
with the Government paying one-half 
and the persons electing to take thistourgthento akeappopratestep I avenotonlyhadleters bu I avecoverage Paying one-half.thento ake apropratestes leters bu I ave I am particularly pleased over the In-t ure I avenotonl hathe leaders of medicine of this country 

to join handi-with the leaders of Gev-
ermient in this country to find a way
to Provide these much needed facilities 
at the earliest possible moment. 

Mr. MILLS. Mr. Chairman, I yield
10 minutes to the gentleman from Vir-
ginia [Mr. JzNi~mas]. 

(Mr. JENN~INGS asked and was given
Permission to revise and extend his re-
marks.) 

Mr. JENNINGS. Mr. Chairman, I 
speak today in strong support of H.R. 
6675, the hospital insurance-social- secu-
rity amendment bill we are considering,
This is a most significant piece of legis-
lation. and I am proud to have been a 

had dozens and dozens of conversations 
with my constituents-all outlining their 
needs and stating their only hope as be-
ing under social security. 

These requests come from widows who 
can barely survive on their present bene-
fits, and who deny themselves the hos-
pital and medical care needed. 

These requests from orphan children 
who await the 'ending of their benefits 
with fear and despair, and who would 
continue their educations if minimum 
funds could be provided. 

These requests come from the retired 
and disabled who are caught in an 
economid situation where they cannot 
help themselves, and they find that help 

clusion of coverage for hospital care in 
psychiatric and tuberculosis hospitals.
I favored this provision and proposed it 
during the committee's actions. It meets 
a great need. 

The third layer of the three-part
health insurance program is the ex
panded and improved Kerr-Mills plan. 
This will assist the States in providing 
services for the medically indigent aged,
blind, and disabled persons, dependent 
children and their parents. I hope the 
States accept their responsibilities and 
fully implement the revised plan.

There-is a major section in the bill re
lating to expanded services for material 
and child health, crippled children, and 
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the Mentally retarded, and to establish a 
5-year program of special project grants 
to Provide comprehensive health care and 
services for needy children of school or 
Preschool age. Another section relates to 
the expansion of the programs of public 
assistance through increased Federal 
contributions and elimination of certain 
provisions in the law. Each of these fea-
tures are excellent in their potential 
effects, 

Mr. Chairman, I wish to turn now to 
the revisions that are proposed in the 
benefit and coverage provisions of the 
Federal old-age survivor's and disability 
insurance system. These are oompre-
hensive and will meet many of the re-
Quests that have been presented' to me 
through letters and personal conversa-
tions with my constituents, 

We are providing a 7-percent across-
the-board increase for those now receiv-
ing social security benefits or who will 
Qualify In future years. This would be-
If the bill is passed as reported-retro-
active to January 1, 1965. The minimum 
increase per month Would be $4 for the 
individual and $6 for a couple. An esti-
mated 20 million persons would benefit 
from the increase this year. It is needed. 
It is deserved. It will make the lives of 
many people more enjoyable, because 
they will be able to afford a few more 
necessities for themselves and their 
families. 

The bill provides for the continued 
payment of benefits to children after 
they reach the age of 18-until 22, if they 
remain in school. Children of deceased, 
retired, or disabled workers would be in~-
cluded. I have long advocated such a 
change in the basic law. Only this week 
two of my young constituents, who will 
soon be 18 and who wish to become 
nurses, wrote to me about the ending of 
their social security benefits when they
become 18. They were concerned over 
the lack of opportuinty to further their 
education and to make a contribution to 
our society as nurses. With this new 
provision in the law, plus assistance they
might secure from the institution they 
elect to attend, they can reach their 
goal. This is among the best changes we 
have ever made in the basic coverage of 
the -Social Security Act, and it is a 
monument to this 30th anniversary of 
the system. 

The eligibility age for widows would be 
reduced from 62 to 60. Benefit payments 
for those electing the lower age would be 
actuarially reduced to compensate for 
the costs of this change I regret this 
necessity, but it was clear the financial 
soundness of the whole program was in-
volved. This will be helpful to an esti-
mated 185.000, widows who are now In 
need of their benefits. Particularly, it 
will be helpful in areas of my district 
where coal mining has been the primary 
source of employment. Wives have be-
come widows at lower ages due to the 
nature of their husband's employment. 
There is not always employment for 
widows in this area and the resulting
need for benefits at a lower age is greater, 
I had hoped that even a lower eligibility 
age might be established for Widows. 

Another important feature of this bill 
is to provide benefits for persons 72 and 
over who have a very few quarters of 

coverage. This is an excellent feature 
and will aid many of our senior citizens 
who otherwise would not be eligible. 

These amendments to the social secu-
rity program also provide Important 
changes for the disabled. First, the 
present requirement that a worker's dis-
ability must be expected to result in 
death or to be of long-continued and 
indefinite duration is eliminated. We 
would provide that an insured worker 
would be eligible for disability benefits 
If he has been totally disabled through-
out a continuous period of at least 6 
calendar months. Second, the period 
during which an individual must be un-
der a disability prior to entitlement to 
benefits is reduced by 1 month-from 6 
to 5 months. These are important and 
helpful changes. There are several oth-
ers in the bill which I shall not mention 
in these remarks, 

This legislation makes two significant 
changes in coverage that have long been 
both advocated and opposed. Self-
employed physicians would be covered. 
Employees who receive tips as a part of 
their income would be provided oppor-
tunity to have these tips counted for 
social security and tax purposes. This 
latter extension of coverage has created 
quite a controversy within the restaur-
ant, hotel-motel industry. However, it is 
a needed change in the law and the pro-
cedures established would not-work un-
just hardship on the industry. The re-
sponsibility of reporting tips is placed 
upon the employee. If he does not act 
within a prescribed time, there is no ob-
ligation upon the employer. It is ex-
pected the employers affected can work 
these procedures into their normal pay-
roll operations with a minimum of time 
and expense.

Mr. Chairman, we have a far-reaching 
bill before us today. It is soundly drafted 
and soundly financed. It meets the needs 
of our people in the best American tradi-
tions. It is not "unjust and dangerous" 
as described by the major national or-
ganization in opposition. It i modifica-
tion of our social security system that 
has been warranted for several years. 

We have spent months and weeks in 
consideration of. all features of the pro-
gram that Is proposed. I urge its im-
mediate passage. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield such time as he may 
consume to the gentleman from Cali-
fornia [Mr. DON H. CLAUSEN]. 

Mr. DON H. CLAUSEN. Mr. Chair-
man, yesterday and today, the Members 
of this House have once again been 
granted the privilege of enjoying what 
I consider to be the "greatest show on 
earth." I say this with an affectionate 
tone of respect for the chairman and all 
members of the Ways and Means Coin-
mittee as they present their point of view 
on the legislation before us, H.R. 6675 
by the gentleman from Arkansas [Mr. 
MILLS] and H.R. 7057, by the gentleman 
from Wisconsin [Mr. BYRNES], the al- 
ternative to be presented to the Commit-
tee in the motion to recommit, 

It is interesting to note that H.R. 1, the 
original King-Anderson proposal of the 
administration, has for the greatest part 
been abolished by the Ways and Means 
Committee and we have before us now 

what most appropriately might be called 
the Mills-Byrnes bill, due to their lead 
roles in drafting this legislation. 

Also, it is somewhat ironic that for 
all practical purposes the benefits under 
the two proposals are almost identically 
the sgame, leaving the major issue before 
us on just how the program of benefits 
are to be financed. 

So it can rightfully be said, this is a 
great day for the old folks, particularly 
those in need of medical and hospital 
care, but it can also be said that it's a 
sad day for the young folks. Herein lies 
the major points that divide the Mem
bers on this issue. I believe it would be 
helpful to once again spell out the basic 
differences between the two bills. 

H.R. 7057 contains all of the amend
ments to the social security laws that 
are contained in H.R. 6675 except .for 
parts 1 and 2 of title I, which contain 
the hospitalization program financed 
under social security, the program for 
voluntary supplemental medical insur
ance and the additional payroll tax to 
finance the hospital program. 

For parts 1 and 2, H.R. 7057 substitutes 
a comprehensive program of health in
surance for the aged that is financed 
partly by premium contributions and 
partly by the general revenues. In addi
tion, H.R. 7057 makes even more spe
cific the authority of the State to use 
and implement the eldercare approach. 
The States are specifically authorized to 
set up private health insurance programs
for the aged. 

At this point, I want to specifically go 
on record as being In support of the 
Byrnes proposal, H.R. 7057, and will cast 
my vote accordingly. 

Further, I want to commend the com
mittee and record my support in favor 
of the 7-percent Increase in cash bene
fits for social security recipients, the 
extension of benefits for widows wfth 
children in college to age 22, and permis-
Sion for some to increase their earning
limitations. Incidentally, I believe this 
could have been broadened to permit
those who do not qualify for maximum 
benefits to earn, in addition to the exist-
in~g $1,200 annual income, an amount 
equal to the difference between their 
current social security payment and the 
maximum benefit paid to those who 
qualify as fully insured. Last year I 
introduced a bill to accomplish this and 
while I am pleased with the committee's 
inclusion of this approach in the bill, I 
do not believe they have gone far enough. 
Were it not for the restriction of the 
closed rule on this bill, I would have 
asked that the contents of my bill be4 
amended into this act. This would per
mit those not receiving maximum bene
fits to supplement their earnings with
out jeopardizing or losing their social 
security payments. 

With my position firmly recorded on 
what I am supporting today, I would 
now like to direct a few remarks on why 
I support the general revenue method of 
finance rather than the increase in pay
roll tax approach. 

When I said it was a great day for the 
old folks and a sad day for the young 
folks, I really believe this to be the case, 
with one Possible exception-if I know 
senior citizens, I think they are a very 
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proud lot. I firmly believe they have a rity recipients, you are dealing with Ment would be determined on a sliding scaleburning desire to maintain their dignity known factors.

and elfresectinyers.by 
The amount prescribed 5.ccording to the individual's ability to pay,twiigh hei he ocil seuriy lw i pad uderbased on income tax information supplied byyeas. bythe soial scurit iindividuale the byiea Governmentenand sef-resect intheirtwiliht thenddiverilfaedvethe Byrnes health care proposal gives

these wonderful people the chance to re-
tain their pride by participating in the 
premium payment to the best of their 
ability. The balance will be paid from 
general revenues collected from all the 
people of the United States. This Con-
cept, I might add, is very similar to the 
proposal made by Senator RrIBCOrF, the 
former Secretary of Health, Education,
and Welfare in the Kennedy administra-
tion. 

There is no doubt hin my mind that the 
upward spiraling costs of hospital and 
medical care plus the Inflationary fiscal 
policies of the Federal Government have 
created a health and financial crisis for 
our elder citizens on fixed incomes and 
pensions. It is our obligation to helpthmotohsdlma h udn 

themoutofThhisdilmmabuden
for a solution to this problem must be 
the responsibility of this entire Nation 
and its total tax base-not Just be placed 
on the shoulders of our lower-income 
wage earners. These people can leat 
afford it because of the continuing in-
creases projected for cost of living, edu-
Cation, and other personal family re-

sponibiitis.sponibiitls.
Yes, it Is a sad day when we legislate 

a program that takes away the dignity
and self-respect of our revered senior 
citizens and heap an Increasing burden 
on the Young wage earner who has to 
struggle now to keep his head above 
water financially. It is a sad day because 
an alternate plan is available but this 
young man and woman will not havth hnet ni.Hoe sfred

Heis orcdtheithane t voe oto accept this whether he likes it or not,
I wonder if he has been told what finan-
cial burdens are being voted on his shoul-
ders this week. I wonder what his reac-
tion would be if he were told the truth-
the whole story,

What is the whole story? My abl 
friend, the gentleman from Illinois [Mr.
COLLIER], a member of the Ways and 
Means Committee, has advised the cur-
rent annual cost to workers and em-
Ployers of $174 each will increase in 
Years to $316 each under this new pay-
roll tax. How much of a load can one 
carry? And this Is compulsory-he has 
no choice-you have practically eliminat-
ed the freedom of choice under this sys-
tern of compulsory health care, If one 
Is not satisfied, where is his recourse? 
The self-employed and the small busi-
nessman are really hit the hardest. This 
Is just one more burden for the person
doing his best to take care of himself or 
expand his business to create jobs.

The costs will continue to rise and the 
problems of administration will increase,
Further, I will predict that each Con-
gressman's mall over the next decade Will 
increase tenfold as bhe finds himself in 
the position of claims adjuster for disil-
lusioned and dissatisfied constituents. 

There is a substantial difference be-
tween administering a Program to po

ide ash ocia secrityenefts uder 

clearly defined provisions when the in-boy
sured either reaches the established re-
tirement age-65S and 62, unless dis-
abled-or he or she dies. It is corn-
paratively simple for the actuary toj,,e
consistent in his cost estimates of this 
program because of existing mortality
tables to compute the average life span
beyond 65, both for the annuitant or his 
beneficiary. But yet under the best cir-
cumstances heretofore described, we all 
know the history of demands for in-
creased benefits and costs as inflation 
has cut into the purchasing power of the 
dollar and the cost of living has gone up.
And now in both of these proposals we 
quite Properly have'up for approval the 
7-percent increase in cash benefits to 
further substantiate this point,Wt oeo h rbesascae 

(b) Those of adequate income could pur
chase the same comprehensive plan at the 
lowest Possible cost, because of the mass 
market created by Government participa
tion and the efficiency of the existing private
health industry.

The Insurance plans would be written by
private insurance carriers and other private 
purveyors of medical care. It is the intent
that broad and comprehensive, though practical, definitions of total medical care be
usedi and that acceptable plans coversa mini
mum of 80 percent of total expenses as de
fined in the "Components of an Adequate
Health Insurance Program" of the state 
medical associations. Some element of coin
surance by the insuree, whenever. he is finan
cially able, would be desirab~le in order to 
avoid overutilization. Total medical coverage should be provided when necessary byWithsom oftheprolem asocitedthe responsible agencies of Government bywith comparatively stable factors, just

imagine what we are going to have when 
we add the many variable factors If the 
administration of hospital service and 
medical care programs is placed with 
the Social Security Administration,
Again, Mr. Congressman, do not complain 
as the mail from disenchanted constitu-
ets ncrase in ouroffce.ratioets ncrase in ouroffce.to 

Early in the year, I met with-members 
of the Ways and Means Committee indi-' 
vidually to discuss and present what I 
thought to be an adequate guideline of 
objectives and recommendations for a 
comprehensive health insurance plan for 
all persons 65 and older: 

A plan designed to pool the financial 
resources of the public and private sectoradircthmowdtecetonf 

supplementing the basic Insurance benefits 
with the use of existing health plans and 
facilities and/or by the purchase of addi
tional insurance. 

The moneys for this program would come 
from Federal, State, and county general tax 
funds. There would be Federal reimburse
ment to state governments on a matching

basis according to each State's abilitypay based on the per capita income of
that state. 

Local medical review committees would be 
established and charged with the respon
sibility for maintaining high-quality medi
cal care. Such, review committees would 
review claims and thus prevent abuse and 
overuse of services by both the purveyors of 
medical case and the insurees. 

Regional boards with adequate representation from the health industry, Governmentan diectthe toardthecretio ofand consumer, would be established anda program providing the maximum range
of benefits--a plan that could ultimately
be integrated with existing private inidi-
vidua~l and group hospital service and ha-
buI-allue programs--a plan that, woluld 
someday see all American citizens coy-
ered byblea maximum of benefits at the 
lowest possible cost because of the mass 
market created by this integrated in-
surance concept-a plan that would 
guarantee the same freedom of choice in 
the selection of your doctor, your hos-
pital and your insurance carrier-a plan
designed to minimize the duplications in 
our multiplicity of overlapping Govern-
ment programs. 

For the RECORD and the benefit of my
colleagues, I would like to present a copy
of my projection as presented and cir-
cularized on January 5, 1965. In particu- 
lar, I would like to draw your attention 
to the comparability of this guideline to 
the proposals before us today:

Advances in medical care which extend life 
and Increase the cost of health maintenance 
make it increasingly difficult for the elderly 
to finance their own medical care, in spiteof a significant improvements in their general economic status. Although presently
available plans have taken a great step in 
the proper direction, new methods are need-
ed to assist this group.

I propose a legislative program whereby a 
comprehensive health Insurance plan would 

charged with the responsibility of deter
mining the economic value of medical serv
ices. The regions would be as large as poe
sible and as small as necessary to recognize
tie gmogr1&phic variations that occur in the 
cost of medical care. In those areas where
relative value scales are used the board wouldascertain and utilize the prevailing conver
sion unit. In those areas where the relative 
value scale is not in use, usual, customary
and reasonable fees-would prevail. In such 
areas the board would be advisory to the in
surance Industry to insure that medical ex
penses are proper. There would be provision
that at regular intervals the regional boards 
would review the remunerations for medicalservices and keep them current. 

It is suggested that If the principles em
bodied herein are adopted this type of pro
gra-m might serve as a substitute for some 
existing health care programns and as a model 
o uueGvrmntpriiainsol 

such need arise. 
In closing, Mr. Chairman, I urge the 

Members to carefully weigh the factors 
presented-vote independently on the 
plams before us. Again, the prime Issue 
before us is not the benefits proposed
in the bill-we are In general agreement 
on this-but it is a question of whether 
we want to vote for what amounts to a 
gross income tax increase on those who 
can least afford it. To take more money
out of the pockets of our working peo
pie, to pay for a problem they did not 

enefts uder be made available to all persons 65 or older,spcfalyretinoolyuarbtvide ash ocia secrityregardless of income.spcfal retinoolyuarbtand the administrative requirements for (a) For those of restricted income, Gov- is counter to the basic concepts of soundhospital service and medical care. In ermient would reimburse all or part of the financing under our private enterprisethe case of cash benefits for social sevu- costs of the plan. The amount of reimburse- system. 
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One final thought-I personally advo-

Cate the implementation of a tax struc-
ture revision that would provide more 
incentives and tax credits for people,
employees, employers, self-employed
alike desirous of providing for their own 
hospital and medical needs or that of a 
friend or relative. This would motivate 
the volunteer participation of our peo-
Ple-it would strengthen our voluntary
health Programs instead of destroying
them. This type of effort could conceiv-
ably "show the way" in establishing med-
ical and hospital protection programs for 
the balance of the free world to follow-
designed to provide the security and 
peace of mind as well as the feeling of 
satisfaction and pride that accompanies
that well-known expression, "The abil-
ity to stand on your own two feet," This 
objective can only be accomplished by
taking advantage of the choices offered 
through our private enterprise system-
an objective designed to preserve the dig-
nity and self-respect of our senior citi-
zens-an objective designed to create in-
centives for future generations to become 
self-sufficient in their own right and less 
dependent upon a Federal bureaucracy.
This is the American way,

With this in mind, I urge you to re-
ject the payroll tax increase and adopt
the general fund method of finance as 
recommended by the gentleman from 
Wisconsin [Mr. BYRNES], by adopting
his motion to recommit. The committee 
has accepted most of our recommenda-
tions, now let us complete the job and 
make this a great day for all the Ameri-
can people. 

(Mr. DON H. CLAUSEN asked and was 
given permission to revise and extend 
his remarks.). 

Mr. BYRNES of Wisconsin. Mr. 
Chairmaqn, I yield 5 minutes to the gen-
tleman from Ohio tMr. Bow].

(Mr. BOW asked and was given per-
mission to revise and extend his re-
marks.) 

Mr. BOW. Mr. Chairman, for more 
than 3 years I have insisted that thie 
health needs of our retired citizens de-
mand a program of hospitalization and 
medical services under Federal sponsor-
ship to protect them against the mount-
ing costs of prolonged or very severe ill-
ness. I have done everything in my 
power to convince the medical Profession 
and my Republican colleagues that Kerr-
Mills was not enough and something 
more must be done. I have believed it 
imperative to rescue large numbers of 
middle and lower income senior citizens 
from the threat of indigence caused by
the expenses of modern medical care. 

H.R. 21, my medical care insurance bill, 
was the first and for a long time the only
House Republican proposal to solve this 
problem. I continue to believe it is the 
best, the most simple and the most cer-
tain solution. If I could have convinced 
my medical friends of the inevitability
of health care legislation and If I could 
have obtained their support for my pro-
posal, I believe it could have been en-
acted into law. 

The pending bill requires me to make a 
very difficult decision. Although I have 
long recognized and spoken out about the 

No. 63-'7 

need for action, I have also been one of
the most outspoken critics of a program
financed by social security taxes and ad-
ministered by that agency. I still be-
lieve this is a serious defect and that in 
the long run it will prove inefficient and 
cause much unhappiness,

The question I have had to decide Is 
whether the inclusion of the social secur-
ity basic hospital plan In this bill should 
outweigh all of the meritorious features 
of the bill for which the Republican
members of the House Ways and Means 
Committee are largely responsible. I re-
fer specifically to the voluntary major
medical plan which is so similar in many 
respects to my own bill; the badly needed 
increase In social security retirement 
benefits, and the other adjustments in 
the Social Security Act that I have per-
sonally advocated, including the much-
needed extension of a child's benefits. 

My conclusion Is that the good in the 
bill outweighs the bad. After years of 
talking about health care for the aged,
the time has Come to take action. To 
wait for a bill that is perfect would be 
an injustice to millions of our elderly
citizens for whom the problem becomes 
more pressing every day. I cannot place
myself in the position of opposing this 
solution to their problems simply be-
cause my own solution has not been 
adopted. I will vote for the bill,

Experience has shown that every new 
Federal program has its imperfections.
We are assuming here today a heavy re-
sponsibIlity to follow the development of 
this medical care program very carefully
and to make certain that it does solve 
the problem without bringing about CGov-
ermient-controlled medicine. If expe-
rience shows that it is either too costly 
a burden on wage earners and the self 
employed or that it is too cumbersome 
and restrictive in its administration, I 
will again press for consideration of a 
comprehensive voluntary hospital insur-
ance program based on the principles of 
H.R. 	21-the Bow bill. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, will the gentleman yield?

Mr. BOW. I will be delighted to yield
to the gentleman from Wisconsin. 

Mr. BYRNES of Wisconsin. I think 
that the gentleman from Ohio [Mr. Bow]
deserves a great deal of credit from all 
Members of the House for the interest 
and the work he has done and the con-
cern that he has shown in the problem
which our aged face as'far as their medi-
cal needs are concerned. Certainly as 
one member of the committee and of the 
House, I want to voice my great appre-
ciation for the work he has done and the 
interest he has shown, 

Mr. BOW. I thank the gentleman
from Wisconsin. 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield?

Mr. BOW. Yes. I am glad to yield to 
the chairman, 

Mr. MILLS. Mr. Chairman, I would 
like -to Join my friend from Wisconsin 
in also calling attention to the contri-
bution that the gentleman from Ohio 
[Mr. Bow] has made to a solution of 
the Problem that we are facing and try-
ing to solve here today. The gentleman 

from Ohio has talked to me on numerous 
occasions about his feeling that some
thing additional ought to be done and 
that we had not up to this point ade
quately resolved this problem. He has 
taken the lead in the introduction of 
such legislation on his own. I want to 
commend the gentleman not only for 
this background of constructive effort on 
his part, but I 'want to congratulate him 
also for what he has said on the floor 
here today.

Mr. BOW. I thank the gentleman, the 
chairman of the committee. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield 13 minutes to the 
gentleman from Montana [Mr. BATTIN], 
a member of the committee. 

(Mr. BATTIN asked and was given
permission to revise and extend his re
marks.) 

Mr. BATTIN. Mr. Chairman, cer
tainly, as probably the newest member 
of the Committee on Ways and Means. 
I would be very'remiss if I did not say 
a special thank you to the chairman of 
the committee, for whom I have high
regard, and to our ranking Member, the 
gentleman from Wisconsin [Mr. 
BYRNES]. Actually the programs that 
will be considered here today are more 
than complicated. As a matter of fact,
there are several issues involved. Some 
have been discussed and some are com
pletely new concepts, and from the di
alog which has developed in 'the coun
try thus far are not fully understood. 
It was a week or so ago in the local 
newspapers here in the District of Co
lumbia that an editorial discussed the 
fact that the bill was so comprehensive
that it should be fully debated and full 
hearings should be held. 

As a new member of the Ways and 
Means Committee I have not had the 
opportunity to participate in hearings 
over a number of years as have some of 
my colleagues. I voted at the outset of 
hearings on H.R. 1, the forerunner of 
R.R. 6675, to hold open hearings so 
interested people both for and against
the legislation could express themselves 
on the King-Anderson bill, the Byrnes
bill and the Herlong-Curtis bill. The 
working press of the country could then 
have advised the people of all 50 States 
on what the proposals were, the argu
ments for and against, and then we as 
representatives of the people could have 
had an expression from our constituents 
on their thinking.

The reaction in committee was that 
no public hearings were necessary-full
speed ahead. And ahead we went, run
ning into one pitf all after another,
changing section after section, rewriting
the bill, adopting parts of eldercare and 
the Byrnes bill and keeping the conipul
sory features of social security!

By the end of some 7 weeks, if other 
Members felt as I did, they would have 
come to the conclusion that we perhaps
had had a dose of our own medicine. A 
bill has been reported that can properly
be described as a conglomeration of 
thought, ideas, and, of course, some com-
Promise. It is Part compulsory, part
voluntary, Part Permissive. It covers. 
for the most Part, the entire field of med-' 
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ical and hospital care. it puts the great
insurance industry of the country into 
a "cocked hat" position. What is not 
covered by this bill probably will not be 
covered by private insurance because of 
the cost factors involved. 

What I am trying to express is the 
confusion that prevails, at least in my
mind, and I am sure in the minds of 
others. No one in this House, I am sure, 
wants to do harm or violence to our -hos-
pitals, doctors or insurance companies.
We have an obligation to meet a need 
that exists in the country.

The high cost of medical care both for 
hospital and doctor has its effects on the 
person over 65 and who because of re-
tirement lives on a fixed income. We 
could better help the senior citizen by
attacking the problem at its core. The 
passage of this bill, like the passage of 
pay increase bills for Federal employees
and military personnel, the increase in 
cash benefits to those on social security
and other measures only administer the 
medicine and are not designed to attack 
the disease. They in no way attack the 
problem at Its core. For some reason 
we continue to overlook the basic prob-
lem. 

Let me use an example. A married 
couple in 1939 were talking about re-
tiring in 1954--some 15 years later. 
They were covered by social security and 
would have an annuity from the com-
pany the husband worked for payable on 
retirement. They would have the house 
they lived in paid in full, their children 
would be grown, educated and probably
married. Who could ask for a brighter
future? 

The World War II intervened and the 
country went into an inflationary spiral.
After the war and In 1954 the husband 
died and his widow, my mother, still 
lives. The money from social security 
.. an he i.&.,~-.-e. p.-'-"- ---lo n 99 

has been so eaten up by Inflation that 
the wonderful feeling of security evap-
orates, 

Those who have earned and paid their 
way now suffer the inflation caused by
unbalanced budgets and are convinced 
of the fallacy of the economists who 
Proudly Proclaim we have no debt for 
we owe it to ourselves, 

One of our colleagues yesterday on 
the floor read from history some of the 
positions the Republicans had taken in 
the past on social security, and I was in-
trigued, because if he believes so much 
of what was said in the past maybe we 
should read some more. On January 5, 
1939, a budget message to Congress from 
Franklin Delano Roosevelt, read in 
part-I am sure you all know It and 
remember it well: 

The ordinary expenses of Government 
should continue to be met out of current 
revenues. 

But I also hope that these revenues in 
time of prosperity win provide a supply
which can be applied against the public
debt which the Government must incur in 

lea yar heextaodiar d-bcaue f
mands upon it. 

Mr. Chairman, I wonder if that is the 
approach that is going to be applied, or 
maybe the approach of Harry Hopkins
when he said that he believed in "tax, 
tax, spend, spend, elect, elect." 

If we in Congress could sit down at 
the collective bargaining table and rep-
resent those on fixed retirement income, 
the senior citizen, we could win no better 
concession than to stabilize the purchas-
ing power of the dollar, and this can only
be done by following the procedures of a 
balanced budget, a reduction of our na-
tional debt, and a complete repudiation
of those who think we can spend our-
selves rich. 

The hospitals raise prices because they 
are required to stay in the business of 
caring for the sick. Doctors compete in 
the same society and are entitled to raise 
-their charges as cost pressures apply to 
them, and yes, we should never criticize 
our senior citizens for wanting protec-
tion, because they are caught in the 
mousetrap of Government spending and 
can do little to protect their investments, 

We will continue to pass legislation to 
increase spending on all fronts so long 
as we keep on the merry-go-round of 
inflation, 

The tax increase built into this bill will 
also have its effect on the present gen-
eration and future generations of work-
ers, for they are going to pay heavily on 
their gross incomes to finance the cost 
of this and future programs. It is Par-
ticularly bad, because they need the 
money now to raise a; family. Yet we 
have the planners among us who sin-
cerely believe that all real necessities can 
and should be provided by Government. 

Now I do not want to be m~isunder-
stood. I labor under no delusions that 
my remarks today are going to sway any-
one or change a vote. I am sure the 
press releases are already Placing a great
additional burden on the Post Office 
Department advising the people at home 
that their problems are now taken care 
of and no new worries can be foreseen. 
I wish we were right, but we are not,~ xent vn 

Taking conditions as they are, most 
features of the bill are good and very
helpful. Certainiy those on the Republi-
can side have long advocated many of 
the changes incorporated in the bill. 
Unfortunately, we are not permitted to 
vote on the merit. of each change in the 
law. We have a choice of voting the 
bill up or down, taking all or nothing, 
Some will say that L-nyone who votes 
against the bill is against the senior 
citizen. Yet if someone on the Repub-
lican side votes for the bill these same 
people will question their motives and 
intentions. I have no doubts that a bill 
will pass and I hope that all who are 
interested in the full medical needs of 
the senior citizen will follow the debate 
and pay particular attention to the gen-
tleman from Wisconsin [Mr. BYRNES],
when he further discusses the motion to 
recommit. It was the Honorable Wilbur 
Cohen, Assistant Secretary of HEW, who 
said the Byrnes Proposal was as compre-
hensive a program of medical care as 
offered by any insurance company today,
And it was Mr. Robert Myers, the chief 
actuar:- for the Social Security Adminis-
tratlon who estimated that at least 90 
Percent of the people over 65 would 
subscribe to this voluntary comprehen-
sive medical coverage,

The insurance approach used by Con-
gressman BYRNuSs is patterned after the 

Government employees high option
Policy we make available to Government 
employees. We should do no less for our 
senior citizen. We should vote for the 
motion to recommit so we can pass a 
better bill. It might even be such a good
bill that the other body can just accept
it without a lot of extra work. It will 
not place upon today's worker the re
gre-ssive payroll tax. It will be more 
comprehensive and, yes, even though it 
has been questioned it will give more 
services at less cost than H.R. 6675. 

Mr. KEITH. Mr. Chairman, will the 
gentleman yield?

Mr. BA'FTIN. I yield to the gentle
man from Massachusetts. 

Mr. KEITH. I am very much inter
ested .in this program, and have been 
for some time. In particular have I 
been of the opinion that the social secu
rity approach was the best way to pro
vide the platform for the hospital care 
In this legislation. I -would like to ask, 
with reference to the supplemental serv
ices provided by the doctor or surgeon,
would the gentleman not think it would 
be more advisable for insurance com
panies to do this independently of the 
Government by issuing- a policy for $6,
$8 or $10 a month covering the doctors' 
and surgeons' fees above the hospital?

Mr. BAIT`I1N. And have that as a part
of the program? 

Mr. KEITH. No, Just above the basic 
plan, the so-called King-Anderson plan, 
or the President's original plan, and 
leave the rest of it to the insurance In
dustry to fill a gap at a cost of approxi
mately $10 a month? 

Mr. BATTIN. I am sure the gentle
man knows my opinion. The insurance 
companies have done an excellent job.
I wish the gentleman from Missouri [Mr.
CuRTis], had gone into the number of 
people today that are covered, by private 
medical p~lans. is the gentleman sug
gesting that the program he mentioned 
also be financed from the general fund? 

Mr. KEITH. I am suggesting that the 
legislation would have been better had 
it had solely the social security package
that was proposed historically by the 
King-Anderson and Forand bills. 

The CHAIRMAN. The time of the 
gentleman from Montana has expired. 

Mr. MILLS. Mr. Chairman, I yield
10 minutes to the gentleman from nli
nols [Mdr. RoSTENKowsKI].

'Mr. ROSTENKOWSKI asked and 
was given permission to revise and ex
tend his remarks.)

Mr. ROSTENKOWSKI. Mr. Chair
man, I strongly support H.R. 6675 and 
urge my colleagues to do likewise. 

This legislation will be of inestimable 
benefit to the citizens of our Nation and 
to our economy, both individually and 
collectively. As one of those who has-
been urging enactment of legislation pro
viding for many of the changes which 
are embodied in this bill, I should like 
to commend the chairman of the Coin
mittee on Ways and Mean for hi bil
liant leadership in developing H.R. 6675.
This bill will not only mark the begin
ning of a new era in our social security 
program by providing medical care for 
the aged, but also contains tremendous 
improvements in the existing cash bene
fits program. 
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In the same 30 years since the social 
security program was enacted, it has 
become the principal source of income 
for nearly every American family when 
the wage earner's income is cut off by old 
age, disability, or death. Because so 
many of our people depend upon this pro-
gram for their continued economic well-
being and peace of mind, it is necessary 
that it be kept current with the changing 
times and in tune with changing eco-
nomic conditions, 

As a member of the Committee on 
Ways and Means, I am proud to state to 
the membership that the committee has 
explored in a most painstaking Manner 
every major facet of this legislation and 
I can assure the membership that the 
bill is actually sound and fully financed, 
This is in accord with the tradition which 
the-Committee on Ways and Means has 
established over the years. 

Mr. Chairman, so much was said yes-
terday in debate about the method of 
financing the commnittee bill as compared 
to the so-called Byrnes substitute that I 
feel constrained to nail down several 
issues which I think are very crucial, 
First, let us make it clear exactly how 
the committee bill -s financed, 

The "basic" hospital program is fi-
nanced through a separate payroll tax 
with a separate trust fund. The "supple-
mental" benefits are financed by a con-

triutin fomindividuals matched by a 
contribution in equal amount from the 
general funds. Now why would we pro-
vide a payroll type of financing for the 
"basic" hospitalization program? It is 
quite simple, Mr. Chairman. We did so 

bcuethis is the most expensive part 
of program andbecausethe because Payroll 
financing is the most conservative ap-
proach which could possibly be adopted. 

control; namely, the highway trust fund. 
In 1956, when the greatly expanded high-
way program was enacted, a special trust 
fund was created out of -which the ex-
panded highway program had to be fi-. 
nanced. On several'occasions, because 
of the increase in costs due to inflation, 
and so forth, and because of additions to 
the Interstate System, the Committee on 
Ways and Means has reviewed the fi-
nancing and has provided increased 
funds for the trust fund. I am con-
fident if we had not created such a trust 
fund, there would not have been the 
additional financing provided at the time 
when the costs Increased but on the con-
trary, we would simply have created a 
much greater deficit in the general funds 
of the Treasury thus increasing the pub-
lic debt and deficit financing. The con-
servative way to finance the most costly 
part of this medical care program is to 
do so by the payroll and trust fund 
method. It is ideally suited for this type 
of program. It will enable us to keep 
our eye constantly on the costs. It will 
prevent unsound expansion. It will fore-
close the addition of extravagant bene-
fits unaccompanied by the funds with 
which to pay for them. 

Returning now, Mr. Chairman, to the 
impact of the bill, the cash benefits not 
only affect the people who receive these 
benefits directly but, because they are 
spent on the necessities of life, they are 
of direct benefit to the merchants and 
businesses in the communities where 
these beneficiaries live. In addition to 
that, -the hospital and health insurance 
provisions in this bill will release funds 
that the aged citizens of our country 

tion we are taking now undoubtedly will 
help Prolong the present prosperity. 

While H.R. 6675 will make a significant 
contribution to our Nation's economy, we 
should not overlook for a minute the 
longrun effect that this bill will have. 
I point out the economic benefits as only 
another favorable aspect of these amend
ments, because these changes certainly 
stand on their own merits. In fact it 
would be easy to underestimate the effect 
of these amendments on our older cit
izens. We should not forget that social 
security cash benefits are practically the 
only source of regular income for many 
millions of our retired citizens. About 
one-half of the aged social security ben
eficiaries- have less than $12.50 a month 
in continuing retirement income other 
than their social security benefits. So 
when we talk about social security ben
efits pfiid to these people we are talking 
about the wherewithal for food, shelter, 
clothing, and the other necessities of life. 

I am, especially pleased that the in
crease in benefits will be retroactive to 
January. Last summer this House 
passed a general benefit increase and 
the other body also provided for: a gen
eral increase in benefits. But because 
the conference committee could not agree 
on matters 'unrelated to a benefit in
crease the 20 million people who live on 
these payments did not get improved 
benefits. H.R. 6675 will correct this sit
proviion. aswanver heresoniblyedreathion
poisiam plasavedrt resphadbl acpation. 

Iormuplating thiprgam. Wedtookr int 
fruaigti rga.W okit 
account not only the impact of the fine 
benefits under this program, but also 

~of heth ecnmcefeto tescalscrthave not felt free to spend because oftetrus fuonds.c Ourec ommittesca hsecas-t 
threat of costly illness. The 19 million rsre that thsOreseresmille not buil 
aged Americans over age 65 will have suprin thetnhear ftrestortes extenot thatd 

It s oneratvebeaue assured and they would hurt consumer demand andhebeeftsbaichopialinsurance 
cannot be increased without a considera- have the opportunity to enroll voluntar-thNainseomy Oucmite 
tion at the same time by the same com- ily In a plan providing supplemental 
mittee of the Congress of the cost of any health insurance. Safeguards have been 

inreseinbneit. heeor, enfisincluded so that there can be no inter-
are tied directly to cost and must neces- ference in the practice of medicine, 
sarily be related to cost and must neces- H.R. 6675 is a milestone in the history 
sarily be considered at the same time that of social legislation. The impact of the 
cost is considered. Those of us who have improvements made by this bill will be 
been in the Congress even for just a few felt for many years to come. One mil-

yersrconzehw as t swhnge-lion people not now getting benefits 
eral fund financing is used for a program will become eligible for monthly bene-
to Increase authorizations through one fits. Twenty million people who now 

comiten tenotanalliori-get benefits will have their benefits 

'the Nalson'provienory suomemeitefeo 
thes asel-eployied byr smakn ftrele in
creases in the contribution rates for 
self-employed people less than the 11/2 
times the employee rate as under present 
law. 

Mr. Chairman, the speakers who have 
peee e nldn h xrml 
able chairman of the Committee on Ways
and Means, the distinguished gentleman 
from Arkansas, have explained in detail 
the provisions of this legislation. I 

tions from another committee. This type increased. Many thousands in the Statewddh evrlietponutaa
ofr topertion bscannotpitake placerwit ren- of Illinois and the city of Chicago 
garondto thesbaiclopal pora.n will benefit directly. The across-the-
viIone iaen thisbi, o heCm board increase along with the basic so-
mittehaoen thean histor ofn the cam- cial security hospital insurance and the 

mittever oeneWays andcMeanse winthregr cas voluntary supplemental health insurance 
ofevrybeeitinrese it rgad owill be worth $20 a month to the average 

other example of the assistance which 
this legislation will give to the people in 
the State of Illinois the changes which 
were made in the pulic assistance medical 
vendor provisions. The table on page 75 
of the report shows that without the ex
penditure of a single additional cent of 
money the State of Illinois will, by spend
ing the same amount it is presently 
spending on medical payments under 
public assistance, receive more than 18 
milion dollars over and above what it is 
now receiving. This obviously will be 

of considerable and lasting benefit to our 
needy citizens. 

The provisions of H.R. 6675 are going 
to benefit the entire country, Mr. Chair
man. These monthly checks go to every 
part of every city, to every village and 
hamlet, and they are a continuing source 

the cash benefit program, that tax rate 
increases are provided in the same legis-
lation at the same time. I am confident 
this would not have been true had the 
cash benefits been financed out of the 
general funds. Fiscal control is much 
greater over any system where the 

juisdictiong ofdthebeeisam reomitteeofe 
theisdctongress. am omiteeo 

In addition to the social security trust 
fund from which social security cash 
benefits are paid, we also have another 
example of the manner in which trust 
funds and dedicated taxes provide fiscal 

retired worker, and $36 a month to the 
marriel worker whose wife is age 65. 
Many thousands of children in Illinois 
and in the city of Chicago will be able 
to complete their education by virtue of 
the provision in the bill continuing 
child's benefits to age 22 while in school. 

The changes provided for by H.R. 6675 
make the social security system more 
flexible and, as a result, more responsive 
to the economic needs of our citizens, 
Mr. Chairman, I believe this program to 
be one of the important stabilizers in 
our economy, and I believe that the RC-
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of income coming in every month. In 
my opinion our committee has reported 
a very fine bill and it deserves your 
support.

I certainly would like to make the ob-
servation that while I am a somewhat 
new member of the Committee on Ways 
and Means, I have never had the pleas-
ure before off seeirng gentlemen work in-
a committee in such accord for the bene-
fit of the people of this country, and I 
certainly would be remiss if I did not 
commend every individual on that com-
mittee for making the outstanding 
contribution that they have made, par-
ticularly Mr. BYRNE, who was most con-
structive in his observations on this leg-
islation. 

The CHAIRMAN. The time of the 
gentleman has expired. 

Mr. KLUCZYNSKI. Mr. Chairman, In 
the 15 years I have been privileged to 
serve in the House of Representatives. 
we have had before us many measures 
of vital-often urgent-importance to 
this great Nation of ours. We have 
worked diligently, and I believe success-
fully, to meet and deal with the increas-
Ingly complex domestic and interna-
tional problems that have confronted us 
in the 20 years since the end of World 
War II. 

We take pride, and justly, in the legis-
lative achievements that have contrib-
uted so much to the work toward world 
peace, to the struggles for Independence 
and advancement around the world, to 
the magnificent--often almost incred-
ible-advances in scientific and technical 
fields, and to the upward progressive 
march of our own culture and economy. 

With all this, though, I do not believe 
we have enacted any legislation that 
reaches deeper into the hearts of our 
people than does the measure before us 
today. In one form or another we have 
been reaching for this goal throughout 
the years I have served here. I have ac-
tively supported all the efforts that bear 
fruit here today, and it is a very real 
personal satisfaction to me, as I am sure 
it is to all of us, that we are at last meet-
Ing our obligation to the people who 
have made us what we are, 

Our senior citizens are the people who 
built this great country of ours. They 
came from all over the world; they 
worked in the fields and the factories 
and in the mines and the mills; theirs 
was the labor that constructed the foun-
dation of our splendid standard of liv-
ing, theirs the toil that educated the 
children who now sustain this country 
In its world leadership. They gave us 
the opportunity to become great. Now, 
having realized so much of that oppor-
tunity, and with so much more before 
us, it is our responsibility to Insure that 
their twilight years shall be years of 
peace and contentment. It is to our 
parents and grandparents, the senior 
citizens of today, that we owe the tradi-
tion of determined individual Independ- 
ence that is the cornerstone of our na-
tional life. We would be unworthy of 
their untold gifts to us if we failed now 
to make it possible for them to maintain 
that independence in their remaining 
years. 

Through the program we enact today, 
our senior citizens will be able to face 
the future without the haunting fear of 
crushing debt, or the humiliation of de- 
pendence upon their children, that all 
too often comes with the Illnesses of age, 
And we do it, not only for the senior 
citizens of today, but for those of our 
own generation and the generatIons to 
come. And by so doing, we help to in- 
sure not only that our older people will 
be more secure, but that our younger 
people will be more free to raise new 
families with fewer burdens and achieve 
greater and greater things, 

Most of what has been written and 
said about this legislation has been con-
cerned, and rightly so, with the medical 
care it provides. I am equally pleased, 
however, that it also provides the long 
overdue increase in general social se-
curity benefits, that it extends its pro-
tection to widows, to dependent children, 
and to the disabled. There is probably 
no legislative field that affects more di-
rectly the needs of our people as in-
dividuals and reaches into the American 
family to sustain it. 

It was not planned to happen this 
way, of course, but I think it is fitting that 
we have this legislation before us at this 
time. The winter is behind us and our 
earth renews itself once more. And in 
this season we again renew our dedica-
tion to humanity. We could not demon-
strate that dedication more surely than 
we do now in this program. 

Mr. ANNUNZIO. Mr. Chairman, I 
rise in support of H.R. 6675. I am proud 
to have the opportunity to take part in 
this historic debate. There can be no 
doubt in anyone's mind as to the result 
of our deliberation here this afternoon. 
At long last, Congress is about to enact 
a sound program for assuring America's 
senior citizens adequate medical care. 

Proposals to provide medical care for 
the elderly have been under considera-
tion for 10 long years. As time has 
passed, the problem has grown in scope-
the need for the program has become 
increasingly urgent. 

We all know what the miracles of mod-
ern medical science have accomplished. 
Infant mortality has been reduced, 
dozens of fatal and crippling diseases 
have been eliminated, the life span of 
the average American citizen has been 
extended by decades. 

What we have been slow to recognize 
is that these very successes have created 
new problems in place of the old. The 
most advanced technology is of little 
value unless its benefits are available to 
those whose need is greatest. Extra 
years of life are a dubious gift unless 
they can be lived in dignity. 

Yet, consider the circumstances which 
confront America's elderly. Past their 
peak earning years, people over 65 must 
live on pensions, social security pay-
ments, and whatever savings they have 
been lucky enough to accumulate. Gen-
erally these sources produce an income 
that is hardly enough to meet their daily 
needs, 

At the same time, older people face 
drastically Increasing medical expenses, 
Older people get sicker more often, have 

to enter hospitals more frequently, must 
stay In hospitals for longer periods, and 
require more treatment than persons who 
have not borne the burdens of life for .so 
many years. Pully 80 percent of the 17l 
million Americans over 65 years of age 
have some chronic diseases for which 
they desperately need medical treatment. 

The problems involved in paying for 
this treatment out of an already meager 
income have been compounded in recent 
years by a startling increase in medical 
costs. The fact is that the cost of good 
health has been going up drastically-
faster than almost any other cost factor 
of daily living. Over the last decade, the 
consumer price Index has increased by 
some 12 percent-a Ireasonable increase 
in a growing, vibrant economy. But the 
cost of medical care has gone up by 36 
percent and the cost of hospital care by 
65 percent in the same period of time. 
And these are costs that retired people 
not only must meet out of a fixed income 
but out of an income that was fixed by 
retirement plans based on the lower earn
ings and the lower prices that prevailed 
in past years. 

People living on $2,000 or $3,000 
a year simply cannot afford $35 a 
day for hospitalization. Yet that is the 
average cost today. Nor can they look 
with much hope to private health insur
ance plans; for the premiums, even when 
coverage is available, are prohibitive, to 
people in this Income group. The inevi
table result is that millions of elderly 
Americans face the prospect of choosing 
between pain and poverty and all too 
often they suffer both. 

The program we are about to enact 
recognizes that such a state of affairs is 
intolerable. It also recognizes that the 
only feasible way to come to grips with 
the. problem Is through a program of 
health insurance financed under the 
social security system. 

We have examined many other alter
native solutions. We have given the 
Kerr-Mills program, which was enacted 
over the objections of those who foresaw 
that it could not meet the need, a fair 
trial; it has proven to be Inadequate. 
Only 25 States have chosen to participate 
in Kerr-Mills and the extent and quality 
of coverage varies from State to State. 

So now the time has come to place 
medical care-fQr the elderly where it be
longs-under the uniform and universal 
provisions of social security. This is the 
logical extension of the system of com
pulsory social insurance that was en
acted 30 years ago. 

Just as opponents of social security 
focused their criticism three decades ago 
on the compulsory elements of the sys
tem, so the enemies of H.R. 66'75 try to 
convince us now that such a health in
surance plan denies Americans the free
dom of choice. 

But clearly the American people have 
made their choice. They made it at the 
polls-most recently and most over
whelmingly last November. Perhaps no 
other single issue lost so many votes for 
the Republican Party as the issue of 
placing social security on a so-called 
voluntary basis. For the American peo
ple know that in the end this would 
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destroy the system, rob the aged of 
earned benefits, and place an intolerable 
strain on the welfare resources of the 
Nation. 

We can enact this bill as it stands to-
day, confident in the knowledge that 
historians of the future will mark this 
day as the time when we took one more 
giant step toward the Great Society.

Mr. Chairman, I want to take this op-
POrtunity to commend the great chair-
man of the Ways and Means Committee,
the Honorable WILBUR MILLS, of Ar-
kansas, for the tremendous skill he has 
displayed in bringing before this House 
a bill that is designed to serve the needs 
and wants of all Americans. 

I also want to commend the members 
of the Ways and Means Committee for 
their support of the chairman of this 
great committee, 

Mr. Chairman, I am proud to support
this bill, H.R. 6675, and to vote for its 
enactment because it represents a new 
day, a new era in the behalf of the 
people of America. 

Mr. HELSTOSKI. Mr. Chairman,
this will long be remembered as the day 
upon which our senior citizens and their 
families were freed from the specter of 
financial ruin caused by major Illness,

The elderly of our Nation-and indeed 
all citizens-owe a debt of gratitude to 
Representative WILBUR MILLS and his 
committee for their determined and 
tireless work. This labor, it is certain,
will result in final passage of this vital 
legislation. The committee's persever-
ance, under the inspiring leadership of 
Mr. MILLS, and its recognition of the 
needs of the great majority of our senior 
citizens will be looked upon with grati-
tude and blessings across the Nation, 

Voluminous testimony has proved be-
yond doubt the great need for old-age
health insurance. Its passage will cor-
rect what must be considered one of our 
national shortcomings-the fact that 
this Nation, 30 Years after establishing
the social security system, still has not 
enacted a similar program extending
health care to the elderly. It is almost 
unbellevable that we have let so many
of our aged, and their children upon
whom they depend, face financial catas-
trophe in times of illness during the past
three decades, 

Statistics tell the story, Mr. Chairman,
Four out of five persons 65 or older have 
some type of serious illness. They spend
twice as much time in hospitals as young
people, so it costs them twice as much,
And because these older people in most 
cases are no longer employed and are 
ineligible for employer-employee health 
plans, almost half of them have not a 
penny of health Insurance, 

More than 3.500 constituents of the 
Ninth New Jersey District previously in-
dicated by their letters and personal calls 
to me their concern over this legislation,
These communications, received before 
our proposal emerged in its present form, 
indicated that 67 percent were in favor 
of medicare. The evolution of the legis-
lation as now proposed, with its supple-
mnentary voluntary health insurance, 
program, has brought an even more fa-
vorable response. Since this new pro-
gram was announced I have received 480 
letters commnenting on its value. Mr. 

Chairman, 80 percent of these people
urged me to support this legislation,

Furthermore, spokesmen for several 
senior citizens organizations have visited 
my district office, urging support of this 
bill. Their pleas carry much weight, for 
they know best the day-to-day threat 
illness imposes upon the pensioner living 
on a fixed income, 

Mr. MILLS' committee has taken many
arguments and objections under con-
sideration and has included in its pro-
posal recommendations made by the ad-
ministration as well as those of the 
American Medical Association and Re-
publican committee members, 

This legislation represents a solution 
based on logic--no argument over-
shadows the commonsense of putting
pennies away while you are employed in 
order to be able to pay big dollars out in 
medical costs when you are beyond work-
ing age, 

Freedom from medical bankruptcy will 
be achieved through the basic hospital
insurance programs. Further protection
will be afforded at nominal cost by the 
optional supplementary medical program
providing physicians' services. To-
gether, these two programs will free* 
older citizens to become participating
members of society. Secure from finan-
cial worries, they can become useful vol-
unteers in their communities. And since 
this hospital care will have been Pur-
chased during their working years there 
will be no stigma of accepting charity.
They will be getting only what they have 
already earned. 

And as a further aid to our pensioners,
who find it increasingly difficult to keep 
up with today's rising costs of living and 
property taxes, the legislation includes a 
7-percent increase in social security
benefits. 

Medical help for the aged is long over-
due. I welcome the opportunity to come 
to the aid of our senior citizens and 
pledge my wholehearted support of this 
program, 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield such time as he may
require to the gentleman from Virginia
[Mr. BROYHILL]. 

Mr. BROYHILL of Virginia. Mr. 
Chairman, the House membership is at-
tempting to resolve a medical problem
which is complicated, as evidenced by
tht bill before you of nearly 300 pages,
by the committee report of some 264 
pages, which includes the report of the 
majority and the report of the minority,
To those of you who have not had the 
opportunity of sitting with the House 
Ways and Means Committee for the past
nearly 3 months, let me attempt to give 
you my impression in summary fashion 
of the real problem that is before us. 

First of all, no one denies that some 
of our senior citizens have difficulty in 
meeting the expense of illness. in at-
tempting to solve the problem for them,
there are three considerations which 
can each be treated in the alternative,
They are as follows: 

First. Do we attempt to Provide medi-
cal care to every aged person who has 
difficulty in meeting the expense of ill-
ness or do we Provide medical care for 
all aged persons? 

Second. Should we make whatever 

program which is decided upon a part
of our social security, system or is the 
better course to keep it entirely separate,
using general revenue for financing?

Third. In setting up a program, should 
we best assign the administration of 
whatever program we decide upon to 
the States, which are closest to the 
problems, or do we use a bureau of the 
Federal Government? 

After having listened to several hun
dreds of hours of testimony and reading 
reams of tables and statistics, this fairly
junior member of the Ways and Means 
Committee has reached a decision in each 
of these three areas. It is my considered 
opinion that it is far more preferable
for Government to provide total medical 
care for every person who needs it rather 
than to give less than total care to every 
person in the aged class. In reaching
this decision, I see that my thinking is 
in accord with past decisions of the Con
gress in the more than 20 Federal wel
fare programs which are presently on 
the books. 

These programs include low-cost hous
ing, tuition under the Federal Defense 
Education Act, the four categorical pub
lic assistance programs, the many vet
erans programs and even the cash 
benefits program of the Social Security
Act, to name but a few. 

In the housing program we do not 
provide housing for all persons--of 
course not. We provide housing for the 
families with inadequate levels of in
come. 

In the Defense Education Act we do 
not provide tuition for all students;
rather, only those good students whose 
families cannot afford the cost 'of pro
viding their bright child a college educa
tion. 

The four categorical programs all are 
for those who cannot fend for them
selves. 

And so it goes down the list. 
The second consideration, as to 

whether we establish a program closely
associated with social security or apart
from it and using general funds, I re
solved in favor of avoiding any connec
tion with social security-and I mean 
any. I am aware that you are being
told that there is a safety factor because 
we have a separate trust fund and I 
know from examining the record that 
this is an illusionary safety factor, be
cause in 1956, when Congress established 
a separate trust fund for the disability 
program, it was claimed that this would 
safeguard any inroads on the cash benie
fits insurance program and the record 
clearly shows that within 10 years, or by
1966, this fund would have been bank
rupt or will be bankrupt but for the 50 
percent increase provided in the real
location of social security tax income,
which reallocation is a part of the ad
ministration's bill which You are 
Presently considering. I know that too 
many people are depending upon our 
social security insurance system to un
dergird their retirement program,
Many people, with the help Of commer
cial insurance companies, have built a 
retirement plan using social security as 
a base or foundation, and I, for one, do 
not choose to be a party to any legisla
tion which will endanger the solvency 
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and actuarial soundness of that founda-
tion- stone of retirement of millions of 
American people.

The third consideration which I men-
tioned earlier is whether Congress should 
in any legislation which is passed assign
the Job of administering the program
t6 State governments, or to a bureau of 
the Federal Government. I am certain 
that the closer we get to the people and 
the problems which they have, the more 
realistic and more efficient system will be 
produced. But I- am not unyielding in 
my views and I would even forego and, in 
fact, have foregone this third objection 
which I have to the administration's 
measure when I signed the minority
views and thereby supported the Republi-
can alternative health plan,

But I am unyielding on the first two 
points. I cannot for the life of me 
change my thinking this late in the game 
as to espouse any legislation which in-
volves the Federal Government in pro-
viding goods or services to any segment
of the population which can itself make 
provision from its own assets. Nor can I 
be yielding, as I have said earlier, in any 
threat to the social security insurance 
system In the face of the many failures 
which are aroi.~nd us everywhere in the 
world, including the recent experiences
in England, France, Italy, Belgium, and 
Japan-to name but a few. 

Let us look briefly at the experience of 

Many other nations-Italy, Belgium,
Mexico, Japan, to name a few-have 
been plagued by protest demonstrations 
by physicians and allied health care 
personnel. 

A frustrated and unhappy profession
does not produce the kind of high quality 
care we Americans have come to expect.

A frustrated and unhappy profession
does not attract the outstanding young
students who seek and deserve a de-
manding intellectual and physical chal-
lenge and the just rewards of overcom-
ing such challenges. 

Let us give this some thought, 
The experts from the Department of 

Health, Education, and Welfare enjoy 
one of the rarest privileges accorded to 
any department employees. These men 
are permitted, with a concurrence of the 
majority of the House Ways and Means 
Committee, to sit daily with the commit-
tee throughout every session. They have 
the right to comment on the testimony
of witnesses whto are called before the 
committee. The Department's actuary
always seems to have the last word, 

In the administration's bill, which is 
before you, at present day cost figures
and with the Department's advice, the 
committee's majority has attempted to 
put into the program approximately $12 
per month for every aged person for 
those portions of the bill covered by-
social security and also $6 a month into 

The insurance industry estimate was 
1.38 percent of payroll. Those estimates 
will be found on page 437 of volume I of 
the printed executive hearings.

-But the estimates of the Social Se
curity Administration, which take into 
account a very small factor for overuse 
simply because the program becomes 
free, misses the mark completely when 
you compare the anticipated utilization 
of health facilities under a government 
program with actual use, the closest ex
ample to us in point of geography being
the 20-year experience that the Province 
of Saskatchewan has had, wherein hos
pitalization utilization rose almost 300 
percent in the first 13 years of that pro
gram's experience. A repetition of that 
experience would certainly play havoc 
with the soundness of the social security 
system. 

But, then, we are told to disregard the 
actual experiences of other countries be
cause this country will be different. I 
am afraid we are going to have to disre
gard a lot of experience and good advice 
if the majority of the members of this 
body vote to adopt the administration's 
bill. We are going to have to disregard 
as well the advice of the two groups most 
expert in the provision and payment of 
medical care; that is, the physicians of 
this country and the health insurance 
industry of this country.

Asoefthorgnl3spsrsf 
the eldercare bill, I believe It to be far 

to the so-called medicare ap-

Iwould also emphasize that the medi
cal profession has thrown its support
behind the eldercare bill, and that Con
gress has been deluged by a flood of 

soe fths frig nton hihhaethat portion of the bill not covered by
adventured into the heady brew of gov- social security, which was borrowed from
ermient medicine. Here is whatt the teRpbiaproalfrattlofsuperior 
NBC News Commentator Chet Huntley approximately $18 per month. Now, of 
had to say on March 23, 1965, about the course, figures that we use on today's
23,000 general practitioners who recently market and the goods and services that 
made threats to quit the British National these dollars buy may not be too mean-
Health Service: ingful in the future, but you must under- 

The row, however, began when doctors stand that the committee rvddltesspotigteedraecnetMa
asked for a pay increase. well, as hot as the a package for about $180 a year per aged My preference for the eldercare ap

mony issue is, that issn't all of it. -PtjeribU-- th~e De-p~alrtment ofHa h uroach over the medicare plan is basedwhen1-
The general practitioner In Britain claims Education, and Welfare Itself furnise on the fact that the eldercare proposal

that he Is simply too overworked, too Illaodiopusomnmieieea
equipped, and that he is forced to live under us with the average cost of medical serv avoidsecmpuion n, minimizes Feoderalg
a kind of new tyranny exercised by the pa- Ices for every aged person as being $360rgmnainadalw ra ag
tients, who now feel that health care and per year.
doctor's attention are theirs by right. You may properly ask, what has the

Britain has been losing doctors at the rate committee done? Have they provided
of almost 500 a year. The number of medi- half of the average proper health services
cal students is declining, and already below fo ahproo aete rvddafor
the level of 1938. Meanwhile, the popula- good medical bersnefitsvehepro ram vwichd a 
tion grows. *00go eia eeispormwihi

Well, the program simply has not done well, only- 50 percent fully financed? And 
So, there is genuinely a lot of dissatisfaction that Is a good question, because for the 
with the British National Health Service, but really needy person With a major Illess,
it might be of some profit to us to know and It does not avail us to provide him with
understand precisely what the complaints 50-percent recovery or 50 percent of his 
are, now that we axe about to step gentlyneddhatsrvc.
into the area of public health care.neddhatsrvc. Let e nil helthownthis$36 

Amen., Chet, Amen. Lendture perl yearwn thes partofath ex 
Now, what about France? agend.tuHeWpe least esimtethepaverage.h
U.S. News &World Report carried this cost. foHEW person oers65mate the bvergin

item in its September 28, 1964, issue: nong fof 1962 aeso bvein $35 annuallygin 
De Gaulle has a new problem, and he can't Since that time, they have been apply-

seem to locate the answer in the back of ing a 5 percent per year compounded in-
the book. Problem, familiar to Americantilinheognascaleurybl. 

of benefits under State-administered 
programs.

Under eldercare, the extend of aid to 
the recipient would be based on his need 

Government assistance, thus making
the best possible use of tax dollars. 

I have maintained that the quality of 
medical care and medical science would 
deteriorate under a Government-oper
ated health care system. While it is 
true that the health care benefits under 
H.R. 6675 are provided principally for 
the elderly, it is unrealistic to believe 
that the program will not expand.

It Is difficult to realize that the mod
ern history of attempts to provide health 
care through a federalized system began 
30 years ago when there were some rec
ommendations for a health insurance 

taxpayers, is the rising cost of social secu-
rity. * * scaseuiysseprpsaverage 

Ptance's scaseuiysseprps
world's most extensive, is for the first time 
running In the red. Deficit now is a modest 
$250 million. Deficit expected in 1970 is put
at $3.4 billion-almost as much as De Gaulle 
now spends on defense. * * * But: Costs axe going up. Medicainsur 
ance bills have more than doubled in past
5 Years, now amount to about a bilion. 

And: Social security coverage keeps
expanding. 

crease in cost. This, then, produces antilinheognascaleurybl.
cost of approximately $360. 

In the executive hearings, which, as 
you know, began in January and did'not 
end until about a week ago, testimony 
was taken from many witnesses. The 
Health Insurance Association of 
America brought several actuaries be-
fore our committee and left us with a 
warning that HEW's estimate of level 
cost-0.96 percent of payroll-missed
its mark by some 0.42 percent of payroll, 

In 1939, Senator Robert F. Wagner in
troduced a bill which included a national 
health program, one of Federal grants
Increasing over a 10-year period.

A few years later, the Wagner-Mur
ray-Dingell bill proposed a compulsory 
national health service system for most 
citizenls. 

Public appeal for the Wagner-Murray-
Dingell type of legislation diminished in 
the 1950's and compulsory programs for 
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the general population failed to become 
a Major legislative issue. 

Then, in 1957, Congressman Aime For-
and introduced a bill which would have 
Provided broad hospital, surgical and 
nursing home benefits under the social 
security system for all those eligible 
for the old-age and survivors benefits. 

The 1957 Forand bill didn't get any-
where and neither did a similar proposal
in the following 86th Congress.

In16,teKr-Mills bill establish-
Ing a Federal-State program to help 
the needy and near-needy elderly obtain 
health care was passed into law. 

But this did not have the effect of 
slowing down the efforts of the propon-
ents of social security financing, 

A series of King-Anderson bills-
watered down versions of the Forand 
bill-were introduced in succeeding 
Congresses.

The avowed aim-to open the door to 
social security medicine. 

Let us give this some thought, 
Now, here we are 'today, pondering 

a three-layer cake, providing the biggest 
and costliest welfare program since so-
cial security itself began.

It is going to cost us $6 billion a year 
in 1967..wod th 

And it wudrietemxmms-tals 
cial security payroll tax from the pres-
ent $174 to $252 in 1967--a $78 jump. 

Mr. Chairman, the debate on this 
measure is not to be construed as involv-
ing the question of who is for the old 
folks; it is not concerned with any ques- 
tions of compassion for those who have 
need of Government assistance. We are 
all for helping the aged and we would al 
like to do even more than is proposed to 
be done here. But as a businessman I 
can tell you that a significant part Of 
this debate involves the question of how 
best to finance whatever it is that we do 
in the way of providing benefits, 

For a number of reasons I am opposed 
to financing any health service-type 
benefits by means of a payroll tax withinn

thefraewok seurty.I hveorf scia 

Mr. Chairman, as a part of my supple-
menta-ry individual views that begin on 
page 258 of the committee report, I in-
cluded at the end of those views six tables 
which my esteemed colleague, the gen-
tleman from Missouri [Mr. CURTIS], and 
I requested the able staff of the Joint 
Committee on Internal Revenue Taxa-
tion to prepare. I would like to direct 
your attention to these tables which are 
set forth on pages 262 through 264 of the 
report and comment briefly on them. I 
will use rounded figures for ease of refer-
ence. 

As I proceed, bear in mind that these 
tax rates and these tax burdens apply to 
individuals and employers alike. In 
combination, they tend to reduce take-
home pay, increase the cost of goods and 
services, reduce return on investments, 
and discourage the creation of employ- 
ment opportunities-hardly the pro
fessed objectives of the Great Society. 

In table 1 we see that in the year 1965 
a rate of 3% percent is applied to a tax-
able wage base of $4,800 to produce a 
tax on'the employee of $174, which is 
matched by a similar tax on his employ-
er to total $348. Next year this combined 
tax will increase by $100 if the employee 
earns as much as $5,600. And these to-

are only for the cash benefit part of 
the program and assume no future lib-
eralizations in the program; they do not 
include the so-called basic health inur 
ance program. Beginning on January 
1, 1973, the combined employer-employee 
tax for only cash benefits will be $635. 

Table 2 relates to the self-employed
and shows similar data as I have de-
scribed with respect to employed indi-
viduals in table 1. 

Table 3 sets forth the, tax rates and 
amounts applicable to individuals and 
employers for the basic program of 
health benefits. These are over and 
above the rates and amounts delineated 
in tables 1 and -2. As you can see, even 
under the proposed bill these tax in 
creases continue going up for 22 years

until 1987, and if I am correct in my 

the data presented in that table. The 
first of these is contained in the major
ity views of the report by the Joint Eco
nomic Committee on the President's Eco
nomic Report. On page 9 of Joint Eco
nomic Committee report, the following 
expression appears: 

The committee is concerned, however, over 
the possible repercussions of the rise in so
cial security contribution rates scheduled 
for January 1, 1966. and urges that the Fed-
action if the forward progress of the econ
omy is checked. 

The second comment to which I will 
refer is a remark made by the recently 
retired Secretary of the Treasury, the 
Honorable Douglas Dillon, before a group 
meeting under the auspices of the Amer
ican. Bankers Association a few weeks 
ago in Washington, D.C. At that time, 
Mr. Dillon asserted that taxes imposed 
on our low-income citizens are too high 
and need to be reduced. Mr. Chairman, 
I agree with the observation by the Joint 
Economic Committee majority and I 
agree with Mr. Dillon. The tax impact 
of this bill is in conflict with the majority 
Of the Joint Economic Committee and 
with the concern expressed by Mr. Dillon. 

Table 5 on page 264 of the committee 
report shows that the combined tax rate 
under the committee's bill ultimately 
reaches 11.2 percent applicable to a tax
able wage base of $6,600. It is to be re
membered that this rate applies before 
deductions and exemptions. It is in 
effect closely akin to a gross income tax. 

Table 6 reveals the total tax to be paid 
with respect to an employee and we learn 
that it reaches an ultimate level of $740. 
I remfind you that this ultimate tax rate 
and this ultimate tax burden are only
for the social security program as it will 
be modified by the bill now before us. 
If we want to liberalize benefits in the 
future or add to the health care pro
gram, we will have to add taxes on top 
of the taxes we propose to add under 
H.R. 6675.

Mr. Chairman, it is easy to vote for 
greater benefits but, as we do, we must 
remember that the benefits we propose 
must be offset by the taxes we impose.
The Government can giveth only if the 
Government taketh first. 

Although there are many Provisions in 
H.R. 6675 which I believe to be meritori
ous, the dangers in the compulsory
health care features of the bill are so 
serious that I must oppose the bill as 
reported by the committee. 

I have repeatedly stated that one of 
the major Problems of the elderly is to 
see that social security cash benefits keep 
up in some measure With the rising cost 
Of living. 

-Accordingly, I am in favor of the 7
percent increase in social security pen
S1012s. 

At the same time, I wish to point out 
that the hospital and nursing home care 
benefits, supported by social security tax 
dollars, will mean that there will be less 
funds available to provide cash increases 
in the future. We may even Preclude 
forever the opportunity to raise cash 
benefits. 

I would also point out that Part of the 
frosting on the committee's three-layer 

threadframework ofnsciaecrity.Iha vebigtconcern about this progam being under-
already expresseduitconcern that service- financed, this is just the beginning, 
igthpebeeisocialeuiy sysirthem frograserice 
atype o mayimpatirn programshbenefits -the 
abileityst Mee itsnobigatiosnoto playe cas 
bhensbefits. gM iseprt allyd byconcer nta 

th sbtrfgeofaeprae axan ain 
soleparthe trstm fundam have txwhewe 

vove hesmeprgam hesae 
payers, the same employers, the same re-~ 
cipients, and the same Government 
agency. The sameness is there in the 
eyes of the people even though we go 
tivoug th sls etr flgsa

tiey preselibing different labels, 
The payroll tax that the majority pro- 

poses as a means of financing its coi-
pulsory Medicare Program constitutes the 
most regressive type of taxation. in this 
case it will strike hardest at those least 
able to afford it. Service-type benefits 
under the system will not be wage related. 
Benefits will be paid with respect to many 
Of our aged who have no need for Gov-
ermient subsidy and these benefits will 
be paid for by increased taxes-for the 
most Part on Persons who are raising
families and seeking to educate their 
children. 

Table 4 Particularly merits the atten-
tion of those of us who are working to 
sustain and expand the economic growth 
of our free enterprise society. This table 

terms of billions of dollars indicates 
the total tax burden on individuals and 
;6mloyers--for the years 1965 through

1972 under Present law and the pend-
ing bill. In 1965 total social security 
taxes will amount to $17.2 billion and 
next year, if H.R. 6675 is enacted, the 
oa f such taxes will amount to $21.9 

billion--or an increase of $4.7 billion, 
In 7 years the tax burden will nearly 
double to an aggregate amount in ex-
cess of $33 billion. Now, all of this in-
crease is not solely attributable to H.R. 
6675, but I submit to you that in their 
effect on the economy it makes no dif-. 
ference whether the tax increases occur 
as a result of existing law or because of 
the bill now before US. A tax Increase 
is a tax increase by any other name. 

Dwelling a bit further' on table 4, I 
would like' to call Your attention to two 
recent comments of concern over' taxa-
tion that bear on the significance of 



7146 CONGRESSIONAL RECORD - HOUSE April 8, 1965 
cake would include physicians under the 
social security system.

This is plainly another slap at a pro-
fession which has served us so nobly and 
so well. 

The other professions, such as law and 
dentistry, were given an option to elect 
social security coverage.

Physicians, who have steadfastly voted 
asa rfesonaais scal~u 

coverage, should be accorded the same 
privilege. Physicians in my district tell 
me that most doctors do not retire at age
65 and, therefore, do not need and do not 
want social security coverage. Further-
more, a substantial portion of the doctors 
are in private practice and would be sub-
ject to the self-employment tax, which 
is equivalent to 156 percent of the em-
ployee social security tax. 

Moreover, it it ironic that H.R. 6675 
would allow the Amish and members of 
other religious sects which oppose social 
security to withdraw from this program 
at their option. 

Gentlemen, we have been given an 
awesome responsibility,

Will we be known as the body which 
admitted its hasty actions and came to 
honest grips with the problem?

Or will we be known as the House 
which opened the door to a new concept
of welfarism which slowly but Inexor-
ably eroded the vitality of a great na-
tion? 

Certainly we can go along with what 
we mistakenly believe to be the majority
view. 

But will our consciences go with us? 
I submit that the people have given us 

a mandate-not on specific legislation-
but to use our minds for the best inter-
est of our N~ation. 

In the past several months, I have de-
tected a certain disdain among my col-
leagues regarding the views of the medi-
cal profession on this important mat-
ter. 

Flushed with the November bounty,
they have scarcely heeded the warnlngs
of Physicians regarding the inherent dan-
ger of social security medicine, 

,The medical profession-especially In 
the past 29 years--has brought us Into 
a virtual "golden age of medicine." In-
deed, there is general agreement that 
"there has been more medical progress
in the past two decades than In the pre-
vious two centuries." 

American Physicians--educated in a 
tradition of freedom and excellence-
have been the architects of this golden 
age. 

Are we now-as in that childhood 
story-about to kill the goose that lays
the golden egg?

Let us give this some thought,
Mr. BYRNES of Wisconsin. Mr. 

Chairman, I yield such time as he may
require to the gentleman from New York 
[Mr. Li1NDSAY]. 

(Mr. LINDSAY asked and was given
Permission to revise and extend his re-
marks.) 

Mr. LINDSAY. Mr. Chairman, Con-
gressmen who introduce bills on subjects
they consider exceptionally important
often find themselves in a dilemmia when 
the tune comes to vote-not on their bill, 
but on a bill directed toward the same 
goal. 

Rarely does the bill meet all of the 
Congressman's expectations when meas-
ured against his own legislation. The 
question is whether the right course Is'to 
accept a somewhat different approach or 
to hold fast to one's own ideals of how 
the legislation should be constituted. 

Many of us must make that decision 
today. 

XUr years thi cuntr1y hasb been at,
odds over how it should help its elderly
citizens protect themselves against the 
high cost of illness. 

As early as 1935, responsible groups 
were asking the President and Congress 
to develop a national health insurance 
plan which would be workable and fair. 

Mounting costs of hospital and nurs-
ing care, coupled with a steady increase 
in our elderly population, have made 
health protection for the aged a major
national problem. 

The need is plain as the figures and 
the cases increasingly demonstrate, 
More and more, we hear of an entire 
family's savings wiped away by the high 
cost of hospital or nursing home care. 
Science and the medical profession have 
made wonderful advances in making it 
possible for people to live longer,

As a result this country's population 
over age 65 is increasing at the rate of 
1,000 a day. This year, it passes the 18 
million mark. By 1980, the census tells 
us, our aged will number 24,458,000-an 
increase of more than a third in the next 
15 years. 

Almost one-half of the over-65 Popu-
lation in the Unlted States must live on 
income of less than $2,500 a year. Worse,
nearly half of the aged who live alone 
have incomes of less than $1,000 a year.
One-half have liquid assets of less than 
$1,000. About 40 percent have less than 
$5,000 total assets, including homes, 

Added to the problem of scarce funds 
is the fact that one-half of our over-65 
citizens have no health insurance. Many 
more have grossly inadequate coverage.

Yet four out of five have a chronic all-
ment. With this high tendency to illness, 
our over-65 citizens need three times as 
much hospital care as younger people.
And the aged are the primary users of 
nursing homes and chronlc disease hos-
pitals. In New York City alone, there are 
nearly 11,000 nursing homes, 

And the cost of hospitalization is ris-
ing rapidly. Even in 1961, the latest 
complete figures we have, the average 
cost of each day in the hospital was $35. 

The total cost of health care for per-
sons over 65 is estimated at more than $5 
billion a year. Nearly half of this goes
into hospital and nursing home care, in-
cluding custodial and mental hospital 
care. 

The facts are before us: The growing
number of elderly citizens, the financial 
problems many of them face, the high 
cost of and therefore the lack of insur-
ance, the tendency of the aged to 
chronlc ailments, and the increased cost 
of hospital care. 

The basic question we face as a nation 
Is how best to help our aged meet this 
Problem. I suggest that a broad-scale 
health insurance program for all of our 
aged, financed through a payroll tax, is 
the best kind of help we can give,

The payroll tax-the same financial 

source that the social security program 
uses--can be applied to most of the work
ing force of our Nation; has a wide base; 
is easily collected, and does not fluctu
ate as much as the income tax. Flurther, 
we could not load a broad program of 
hospital care for the aged onto the pro
gressive income tax or the corporate in
come -tax. Higher rates in those areas 
would, in my opinion, have a serious im
pact on our incentive to increase profits
and income through growth.

Some years ago, then consistent with 
these principles, I introduced proposed
legislation that would provide a broad 
program of hospital care financed by a 
measured pay-as-you-go system-the
broad-based payroll tax. I believe the 
payroll tax is fair-it Is shared 50-50 by
employers and employees, and is paid by
the self-employed during their working 
years. It creates an insurance fund 
financed by the broadest possible tax 
base. Some would argue that a hospital
plan should be financed totally by gen
eral revenues. It is argued that this 
would remove the involuntary feature of 
the payroll, or social security tax. But 
I know- nothing voluntary about the in
come taxes that we pay to make up the 
U.S. Government's general revenues. 

MY bill differed from H.R. 6675 chief
ly in its option feature. Under this op
tion in the Lindsay-Tupper bill a bene
ficiary could convert the value of his in
terest in the fund at age 65 into cash 
to be applied to the premiums of a quai
fied private health insurance program.
H.R. 6675, on the other hand, provides 
a different option. It adds a voluntary
insurance program for nonhospitaliza
tion medical costs. I cannot say that the 
difference is so great as to make me vote 
against the provision in H.R. 6675. Both 
methods will encourage the growth and 
development of Private health insurance 
and voluntary prepayment plans, par
ticularly in the field of catastrophic ill
ness. This I believe is desirable. 

I note with satisfaction that H.R. 
6675 establishes a separate health--or 
hospital-insurance trust fund. I be
lieve that my original proposal was the 
first to have drafted in it this separa
tion. 

Thus, plan A of the bill before us is 
very similar in content and scope to the 
Lindsay-Tupper bill, as it Is known, and 
I think represents a step forward. The 
option feature of the Lindsay-Tupper
bill was designed to create flexibility and 
to encourage the private sector. I believe 
this feature has been substantially satis
fled by plan B3 in the bill before us, the 
voluntary, contributory insurance plan.

One may ask, why not a total bill made 
up of plan B, as has been proposed in 
somewhat different form? The answer 
is that it is too costly and too much to 
load on general revenues. Eventually, I 
am sure, it would require an increase in 
the income tax. Hospitalization, as I 
pointed out, is by far the highest cost 
factor of the medical problems of people 
over 65. They also happen to be the 
"1mechanical" costs; that is to say, they
have nothing whatever to do with the 
Practice of medicine as such. I am firm
ly convinced, then, that the sound way 
to finance such a program is throu,,h
the broad-based payroll tax. 
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Now then, Mr. Chairman, let me talk 

more specifically about H.R. 6675. Un-
der the rule of procedure under which 
We are operating, no amendments are 
Permitted. So we must talk about the 
bill as it stands. Features of the Lind-
saY-Tupper bill not already adopted are 
no longer possible of inclusion, 

First, it need hardly be said that this 
bill represents one of the most significant 
Pieces of legislation to come before Con-
gress since I have been a Member of the 
House. 

The bill is an effort to insure that no 
American who is 65 or older will go with-
out basic hospital care during a time of 
illness because of need. it further offers 
a voluntary insurance program which 
would-among other benefits-pay the 
fees of physicians and surgeons. Per-
sons 65 or over may participate in the 
plan or not, as they wish. The premiums 
are, reasonable. one of the current 
problems, of course, is the unreasonable-
ness of premiums for persons over 65, if 
they are insurable at all. 

The basic plan, which is the hospitali-
zation part, would be financed by a sep-
arate payroll tax, as is the existing soial 
security system. It is known as plan A. 
The proceeds of the tax, which would be 
carried equally by employers and em-
ployees, would be paid into a hospital 
insurance trust fund in the Treasury 
Department. The program is to be ad1-
ministered by the Department of Health, 
Education, and Welfare. 

Plan A, the basic hospitalization plan, 
does not exclude those persons who are 
not receiving social security benefits, 
They are covered automatically if they
presently are age 65 or more, or if they 
will be 65 before 1968. 

Plan A Is to go into effect July 1, 1966, 
except for extended case services, which 
are to be allowable July 1, 1967. The 

supeeta lnoutayisrac
surpplemeintal sevoluntand eranceplains 

all maximum for posthospital extended 
care would then be 100 days in each spell 
of illness; 

Third. Outpatient hospital diagnostic
services with the patient paying a $20 
deductible amount for each diagnostic 
study-that is, for diagnostic services 
furnished to him by the same hospital 
during a 20-day period; if, within 20 
days after receiving such services, the 
individual is hospitalized as an inpatient 
in the same hospital, the deductible he 
paid for outpatient diagnostic services-
up to $20-would be credited against 
the inpatient hospital deductible--$40, 
andlaeyarsodInesetebe 

Fourth. Posthospital home health 
services for up to 100 visits, after cdis 
charge from a hospital-after at least 
a 3-day stay-or extended. care facility 
and before the beginning of a new spell 
Of illness. Such a person must be in 
the care of a physician and under a plan 
established within 14 days of discharge 
by a physician ca~lling for such services, 
These services would include intermit-
tent nursing care, therapy, and the part-. 
time services of a home health-aid. The 
patient must be homebound, except that 
when eciuipment is used the individual 
could be taken to a hospital or extended 
care facility to receive some of these 
covered home health services in order to 
get advantage of the necessary equip-
ment. 

No service would be covered as post-
hospital extended care or a,%outpatient 
diagnostic or posthospital home health 
services if it is of a kind that could not 
be covered if it were furnished to a 
patient in a hospital.

A spell of illness would be considered 
to begin when the individual enters a 
hospital or extended care facility and to 
end when he has not been an Inpatient 
of a hospital or extended care facility for
60 consecutive days.

The deductible amounts for inpatient 

Percent 
1908------------------------------1967-72---------------------------- 0.55.50
1937 ---------------------------- .55 
1978-79---------------------------- .60 
1980-86 --------------------------- .70 
1987 and thereafter ------------------ .80 

The taxable earnings base for the 
health insurance tax would be $5,600 a 
year for 1966 through 1970 and would 
thereafter be increased to $6,600 a year. 

The schedule of contribution rates is 
based on estimates -of cost which assume 
that the earnings base will not be in
creased above $6,600. If Congress, In 

above $6,600, the tax rates established 
can be reduced under these assumptions. 

The cost of providing basic hospital
and related benefits to people who are 
not social security or railroad retirement 
beneficiaries would be met from general 
revenues. This is expected to cost about 
$200 million per year at the outset of the 
Program.

The supplemental voluntary program,
sometimes referred to as plan B, would 
be financed through the payments of 
Premiums by those individuals over 65 
who desire the insurance. The initial 
Premium would be $3 per month,, de
ducted, when applicable, from social se
curity or railroad retirement benefits. 
The Government would match the pre
miumi with $3 paid from general fund 
revenues. The minimum increase in 
cash social security benefits for retired 
workers, as provided elsewhere in H.R. 
6675, is $4 per month, or $6 per month 
for a man and wife receiving benefits 
based on the same earnings record. 
Thus the benefit increases would fully 
Cover the amount of monthly premiums. 
The premiums would be deducted from 
social security or railroad retirement 
benefits.

The Procedure for enrolling in t~he 
supplemental plan is as follows: 

Persons aged 65 before January 1,
1966, will have an opportunity to enroll 
in an enrollment period which begins on 
the first day of the second month which 
begins after enactment and ends March 
30, 1966. 

Persons attaining age 65 subsequent 
to December 31, 1965, will have enroll
ment periods of 7 months beginning 3 
months before attaining 65. 

In the future general enrollment pe
niods will be from October to December 
31, in each odd year. The first such 
period will be October 1 to December 31, 
1967. 

No Person may enroll more than 3 
Years after close of first enrollment pe
riod hin which he could have enrolled. 

There will be only one chance to re
enroll for persons who are in the plan 
but drop out and that must be made 
within 3 years of termination of previous 
enrollment. 

Coverage may be terminated first, by 
the individual fiing notice during en
rollment period, or second, by the Gov
ermient, for nonpayment of premiums. 

A State would be able to buy in for its 
public assistance recipients who are re-~ 
ceiving cash assistance. 

cal expenses also provides that benefits 
be paid starting July 1, 1966. 

The benefit schedule under the basic 
Plan A, is as follows: 

The services for which payment would 
be made Include-

First. Inpatient hospital services for 
up to 60 days in each spell of illness with 
the patient paying a $40 deductible 
amount; hospital services would Include 
all those ordinarily furnished by a hospi-
tal for its Inpatients; however, payment
would not be made for private duty 
nursing or for the hospital services of 
physicians except services provided by
interns or residents in training under ap-
proved teaching programs; 

Second. Posthospital extended care-
in a facility having an arrangement 
with a hospital for the timely transfer 
of patients and for furnishing medical 
information about Patients-after the 
patient is transferred from a hospital-
after at least a 3-day stay-for up to 
20 days in each spell of illness; 2 Indi-
vidual days will be added to the 20 days 
for each day that the person's hospital 
stay was less than 60 days-up to a max-
imum of 80 additional days-the over-

No. 63---8 

fo pyicas'srvce ndohe ed-hospital and outpatient hospital diag-
nostic services would be increased if nec-
essaxy to keep pace with increases in hos-
pital costs, but no such increase would 
be made before 1969. For reasons of 
administrative simplicity, increases in 
the hospital deductible will be made only 
when a $5 change is called for and the 
outpatient deductible will change in 
$2.50 steps.

Basis of reimbursement: Payment of 
bills under the basic plan would be made 
to the providers of service on the basis 
of the "reasonable cost" incurred In pro-
viding care for beneficiaries. 

The basic plan would be financed as 
follows: 

Separate payroll taxes to finance the 
basic plan, paid by employers, employ- 
ees, and self-employed persons, would 
be earmarked in a separate hospital in- 
surance trust fund established in the 
Treasury. The amount of earnings 
(wage base) subject to the new payroll 
taxes would be the same as for purposes 
of financing social security cash benefits. 
The same contribution rate would apply 
equally to employers, employees, and 
self-employed persons and would be as 
follows: 
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Benefits to be provided in the supple-

mental insurance plan are as follows: 
The supplementary plan would cover 

physicians' services, home health serv-
ices, hospital services in psychiatric in-
stitutions, and numerous other medical 
and health services in and out of medi-
cal institutions, 

There would be an annual deductible of 
$50. Then the plan would cover 80 per-
cent of the patient's bill-above the de-
ductible-of the following services: 

First. Physicians' and surgical serv-
ices, whether furnished in a hospital,
clinic, office, or In the home; 

Second. Hospital care for 60 days in a 
spell of illness in a mental hospital-180-
day lifetime maximum; 

Third. Home health services (without
regard to hospitalization) for up to 100 
visits during each calendar year:

Fourth.- Additional medical and health 
services, whether provided In or out of a 
medical institution, including the fol-
lowing: Diagnostic X-ray and laboratory 
tests, electrocardiograms, basal metab-
olism readings, electroencepholograms,

an -oherdiagnostic tests; X-ray, ra-
dium, and radioactive isotope therapy;
ambulance services-under limited con-
ditions; and surgical dressings and 
splints, casts, and other devices for re-
duction of fractures and dislocations; 
rental of durable medical equipment
such as iron lungs, oxygen tents, hospital
beds, and wheelchairs used in the pa-
tient's home; prosthetic devices--other 
than dental-which replace all or part of 
an internal body organ; braces and ar-
tificial legs, arms, eyes, and so forth. 

There would be a special limitation on 
outside-the-hospital treatment of men-
tal, psychoneurotic, and personality dis-
orders. Payment for such treatment 
during any calendar year would be lim-
ited, in effect, to $250 or 50 percent of 
the expenses, whiichever is g-aller

I wish to point out two largely unpub-
licized aspects of the bill which I think 
will prove to be of considerable concern 
to older people.

The first is that persons 65 and older 
will no longer be able to deduct all of 
their medical expenses on their Federal 
income tax returns. H.R. 6675 would 
amend the Internal Revenue Code so 
that these persons, like all persons under 
65 in present law, may deduct only those 
medical expenses exceeding 3 percent
of their adjusted gross incomes, and only
those expenses for drugs and medicines 
which exceed 1 percent of their adjusted 
gross incomes, 

Second, the bill would amend the 
code so that all taxpayers-Irrespective
of age-will no longer be allowed to de-
duct all of their expenses for health in-
surance. The bill would limit the deduc-
tion for medical insurance premiums to 
one-half the amount paid during the 
tax year, up to a maximum of $250. 

I don't think that either of these pro-
visions should have been included in the 
bill. They place the Congress in the 
position of bestowing a health insurance 
Program with the one hand, while with 
the other repossessing part of what it 
earlier had given, 

Since, as I have said, we are prevented
by the rules from offering an amend-

ment, I can only express the hope that 
if and when the bill goes into conference 
with the Senate the section will be elim-
inated. I agree with the general pri-
ciple that, the jerry-built scheme of de-. 
ductions and exemptions in the Internal 
Revenue Code should be reformed. I 
submit, however, that this is no way to 
attain that end. 

H.R. 6675 is not solely concerned with 
health insurance; it makes dramatic 
changes in other sections of the social 
security program. 

First, the bill provides a 7-percent
across-the-board increase in benefits to 
social security recipients, retroactive 
from January 1, 1965. The minimum 
increase for retired workers at age 65 
will be $4 per month. These increases 
will affect some 20 million beneficiaries, 

Monthly benefits for workers who re-
tire at 65 or older would be increased to 
a new minimumi of $44 and to a maxi-
mum of $135.90. The present figures are 
$40 and $127. 

To finance these increases, the so-
cial security taxes paid by employers and
employees will be increased In steps to 
4.8 percent for the year 1973 and years
thereafter. The taxable earnings base 
would be increased from $4,800 to $6,600 
between January 1, 1966 and 1971. 

The bill also provides that social se-
curity recipients may earn more without 
suffering reductions in their benefits. 
The bill provides that the States may
double the present $10 exemption for a 
recipient's monthly earnings. Also, the 
States may exempt one-half of the next 
$60 earned. The present exemption is 
one-half of $40. These provisions could 
go into effect January 1, 1966. 

While I shall not attempt to list all the 
effects of what is an extremely complex
and comprehensive piece of legislation, I 
should mention that cash tips received 
by all employee ai-e to be reported for 
purposes of social security payroll tax 
deductions and later, social security
benefits. The bill provides for employer
withholding of such taxes on tips em-
ployees report. This coverage would 
commence next January 1' 

In conclusion, I have sedulously com-
pared my health insurance bill with the 
legislation before us. I find that H.R. 
6675 will accomplish much that my bill 
was intended to achieve. It incorporates 
two of the fundamental procedures set 
forth in my bill: Financing of hospital-
ization Insurance through the payroll 
tax-a sound and responsible method of 
financing such a program and the estab-
lishment of a basic hospital plan for 
which the need is immediate and great,
I believe the bill should be enacted and 
I intend to vote for it. 

Mr. KEOGH. Mr. Chairman, I yield
10 minutes to the gentleman from Geor-
gia [Mr. LANDRUM]. 

Mr. LANDRUM. Mr. Chairman, I be-. 
lieve that no one hin the House of Repre-
sentatives-and I am sure no member 
of the Committee on Ways and Means--
wishes to do anything which would take 
away the opportunity of the people over 
65 years of age to have their medical 
needs taken care of, when required, after 
they are in retirement. 

In the study I was privileged to par-

ticipate in as a new member of the Ways
and Means Committee, I would have to 
say that every member of that commit
tee studied diligently the question of 
solving this quite complex problem, al
ways keeping in mind not only the desire 
to solve it but the very great need to do 
the job without having any degree of 
Federal interference in the administra
tion of our hospitals or any invasion Into 
the practice of medicine by the Federal 
Government. 

Certainly, I believe that all of us have 
striven to avoid the genesis of state 
medicine. 

The chief bone of contention -then 
comes not on whether to do what we are 
trying to do--that Is, to solve the prob
lem of medical needs of the aged-but
how to do it. 

My distinguished, learned, and able 
friend from Wisconsin [Mr. BYRNEqS] has 
suggested that we do this by a device 
which he has labeled a completely volun
tarY Program but which would be sub.
sidized to a great extent, about two-
thirds, from the general revenues of the
Treasury. I diinhspa ol 
put a very heavy burden on the partici
pants after they passed through their 
best earning years requiring a contribu
tion from the retired people on an aver
age of about $6.50 a month according to 
Mr. BYRNES. 

The gentleman said yesterday in the 
debate, in which he participitated in an 
able and eloquent way-I quote from 
page 6966

But may I point this out, Mr. Chairman? 
My objection to the committee bill Is not 
onl the basis of the cost. My objection is to 
the means used to flnance the benefits; 
namely, the payroll ta~x. 

It is with that feature I wish to deal 
very briefly.

Let us see exactly what H.R. 6675 does 
with the general funds. It takes $275 
million per year from the general funds 
to blanket in,-so to speak, those 2 mIl
lion uninsured people for hospital bene
fits under the basic hospital program.

H.R. 6675 also requires about $600 
million per year to support the voluntary
plan for those who would come under the 
Program and take the supplementary
benefits. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, will the gentleman yield?

Mr. LANDRUM. I Yield to tpie gentle
man from Wisconsin. 

Mr. BYRNES of Wisconsin. At that 
point I believe we should have an under
standing. 

As to the general funds which are used 
to finance part of the hospitalization
costs.-and this Is directed toward the 
costs of those people who today are not 
eligible for old-age and survivors insur
ance cash bene~fits-can the gentleman
tell me the rationale for making the dis
tinction of financing their benefits of the 
general fund but of financing the- bene
fits of other people over 65 who are me-
tired today out of the payroll tax. 

I think it would be interesting if we 
could have an explanation as to why that 
distinction Is made and these people, are 
put into two different categories. 

Mr. LANDRUM. I think that distinc
tion was made yesterday in the colloquy 
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between the gentleman from Wisconsin 
and the gentleman from Arkansas [Mr. 
MILLS] but I will try to address myself 
to that briefly before I close my remarks, 
if time permits. 

Now, this makes a total of $875 million 
from the general fund for the first year's 
operation for the hospital insurance and 
supplementary health insurance benefit 
Programs of H.R. 6675. Now, for H.R. 
7057, Mr. BYRNESs' substitute, $2.86 billion 
would be taken the first year from the 
general fund on the same assumptions 
that H.R. 6675 takes $875 million, 

Now let us look just a little bit at the 
Philosophy of this question which has 
bothered people all over the country just 
as it has bothered Members of the Con-
gress and as it has bothered me over the 
last several years. 

Our principal aim, as I have said, has 
been to resolve this problem without go-
ing down the road to socialized medi-
cine. W wattreov itwtuthim 
having any invasion into the practice of 
medicine by the Federal Government. 
We do not want the Federal Government 
in the operation of hospitals. Now, I ask 
you, Which is the swifter more certain 
path to a complete and total socialized 
program? Is it financing this program 
out of general revenues or financ-
Ing it with a prepaid program and limit-
Ing the general fund contribution to the 
very minimum required to support the 
voluntary program in H.R. 6675? There 
is only one way to get money out of the 
general fund, and that is through the 
legislative branch of the Government 
exercising its authority to appropriate. 

that saved their profession from the 
socialization they, rightly fear. All 
reasonable men can fully appreciate the 
apprehension and concern of the men 
and women of the medical profession for 
the preservation of the high ethical 
standards the profession enjoys and the 
close and Intimate, confidential rela-
tionship that exists between the doctor 
and his patient. We. do nothing in 
H.R. 6675 to invade or distrub those 
standards and relationships. 

Mr. Chairman, now I want to make 
one additional point that concerns me 
greatly about this motion to recommit, 
I heard yesterday, as I have heard today 
and as I have heard over the few weeks 
that I have been privileged to be a mem-
ber of this great Committee, statements 
of great admiration and respect for the 
Chief Actuary of the Social Security
Administration, Mr. Robert Myers. 
Upon having a question propounded to 

about H.R. 7057, he provided a 
memorandum dated April 6 about the 
actuarial balance of the OASDI system 
under H.R. 7057, the proposed substitute 
in the motion to recommit. I would like 
to read this statement from Mr. Myers: 

H.R. 7057, Introduced by Mr. BYRNES of 
Apr11 1, would establish a prga of volUn-
tary, comprehensive health insurance for all 
persons aged 65 and over-

And get this now-
and would also modify the OASDI system in 
the same manner as H.R. 6075. However-

ThtwrNHwve"cvroosfIbleewe 
Ta od"oee"cvr oso 

things.
However, H.R. 7057 would significantly affect 

are for or against the comm~ittee bill 
should not influence your attitude about 
this motion to recommit. You cannot 
be for this motion to recommit and ex~ 
pect to keep your OASDI system in ap
propriate actuarial balance. 

The Chief Actuary of the Social Secu
rity Administration tells us-and I heard 
the gentleman from Wisconsin [Mr. 
BYRINES] yesterday express his deep ad
miration and respect for Mr. Myers, and 
I agree with him, and I heard the chair
man express the same admiration and 
respect for Mr. Myers--that we cannot 
accept H.R. 7057 as a substitute if we 
want to keep the OASDI system in ap
propriate actuarial balance. That is, re
gardless of how you feel about the comn
mittee bill. So I say if you are con
cerned, as I have heard many say they 
are concerned about the actuarial sound
ness of this social security system, and I 
am not concerned-I think It is sound, 
I think it has been proven to be-but if 
you are as I have heard many say they 
are, concerned about it then you cannot, 
support the motion to recommit, with 
instructions. I say that without regard 
to how you may feel toward the passage 

th omte il n t ncmn 
into law. 

Now, I yield to the gentleman from 
Wisconsin. 
taeMy owRNEtime Thacnksyo.Iwl 

Mr.emyonDRime. Thank you, i. 
Now, MANR.Chair anke meureitrate 

will thakeman setmep todayrastsig
eiv ewl aease oa ssg 

nifcant as the step that was taken 30 
Years ago when the social security sys-

Th lgilaie o heGoer-the cost of the OASDI system because the tem was enacted into law.emer I heard Some
mhen approprtiateMmoneyrbseo nwhatoern premium for the Voluntary health insurance of our Political leaders of that day say

mentapprprite ase on hatwould be paid from the OASI trust fund and as a matter of fact I joined in somemney
the people of the country require and with respect to insured workers aged 65 and o httikn-httesca eu 
need. When we say we want to avoid over who are not receiving cash benefits be-oththikn tathesclscu 
socialized medicine and when we say that cause of the retirement test. In other words, 
we want to avoid deficit financing, how H.R. 7057 includes a further liberalization 
can we support a motion to recommit of the retirement test over that provided by 
which furnishes the asphalt to pv h HJR. 6675. The cost of this change Is es-

rodfuterit dfci piancng toe timated at 0.07 percent of taxabie payroll
roa inofuthedfict fnaning toand, accordingly, affects the actuarial bal-

rity system as it was enacted would take 
us into socialism. I have heard the 
Same People 30 years later. say it was 
that system, it has been that social secu
rity system, that has prevented us from
going into socialism. It has saved us 
from becoming a complete welfare state. 

Mr. Chairman, I say today that by
taking the step we are about to take, 
while disagreed to by many at the pres
ent, that in the days to come the people,
the doctors, all Americans everywhere,
will sing the praises of those who had the 
cuae ndtefrshtosad 

gis-tesbttueadenc a 
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pave the road into a socalized medical 
structure? We are not, under H.R. 6675, 
saying to any hospital who can come in 
and who must be kept out. We are not 
saying to any person what doctor he must 
use or what doctor he must not use. All 

we re i thtayig w wat aproram
we re ayig tht w wataprorami

available when our earning years are 
over so that we will not be a drain on the 
general revenues and so that we will not 
year after year have to increase this ini-
tial $2.86 billion that the motion 'to re-
commit calls for. That motion calling 
f or $2.86 billion this year can be ex-
pected to increase and perhaps to double 
within the next decade, for as our peo-
ple over 65 increase in numbers and the 
chances for them to achieve the capacity 
to meet their medical needs on their own 
resources decreases, then greater and 
greater demands will be made on the 
general revenues and greater and great- 
er pressures will be brought to bear on 
the members of the legislative branch 'of 
the Government to appropriate to meet 
the needs. When you do that you will, 
as I have said, pave the road to social-
Ized medicine. 

The day will come when the.great men 
and women of the medical profession 
today will hail H.R. 6675 as the device 

ance of the program, 
Under H.R. 6675, there is a small lack of 

actuarial balance of the OASDI system
amounting to .08 percent of taxable payroll, 
which is less than the established iimit of 
0.10 percent of taxable~ payroll as the maxi-
mum actuarial imbalance that can be pres-
ent. for the system to be said to be sufficiently
close to actuarial balance. Under HR. 
the lack of actuarial balance would be in 
creased 0.15 percent of taxable payroll or 
beyond the acceptable limit. On ~this basistawilPervthhghtican 
it would seem that H.R. 7057 should carry
additional financing, such as having an 
ultimate combined employer-employee coi-; 
tribution rate of 9.7 percent beginning In 
1973. 

Now, then, we have under the comit-
tee bill only 9.6 percent for 1973. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, will the gentleman yield? 

Mr. LANDRUM. Not at this point, 
please. I shall in a minute. 

Mr. BYRNES of Wisconsin. I thought 
I would yield the~gentleman additional 
time.I 

Mr. LANDRUM. I shall yieldIn just 
a moment, please. 

Mr. BYRNES of Wisconsin. I do not 
care whether You do or not, 

Mr. LANDRUM. What I amn trying 
to say at this point is this. Whether-you, 

lofty standards established by the great 
men and women who make up the medi
cal profession of this country. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield myself 2 minutes.. 

Mr. Chairman, I asked the gentleman 
to yield in order to save time, possibly, 
to report to him and to the other Mem
bers of the House that the motion to 
recommit will revise that section to 
which he was alluding and to which he 
referred that does have an effect on the 
old-age survivors disability insurance 
fund. I think the method used in bill 
H.R. 7057 is agood method. 

As the gentleman pointed out, it is a 
relaxation of the work clause. However, 
the basic bill provides some relaxation 
in the work clause which I think is a 
salutary move. This would have been a 
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little further move in the relaxation of 
the work clause. I would point out, 
however, that the cost of the proposal 
to the social security system would have 
been seven one-hundredths of a percent 
of payroll. 

The social security trust fund today 
is out of balance by eight one-
hundredths of 1 percent after this bill is 
enacted, as reported by the committee. 
Another seven one-hundredths percent 
would not put it in the danger area. We 
have been advised by the actuary of the 
Social Security Administration that we 
need not become exercised as long as we 
kept the imbalance, as far as their esti-
mates are concerned, within a tolerance 
of twenty-five one-hundredths of 1 per-
cent out of balance. So even if this is in 
the bill it would not be of any great 
moment, I would suggest to the gentle-
man from Georgia. But because of the 
fact that there is some concern that 
maybe this does make an exception as 
far as the use of social security funds are 
concerned, the decision has been made 
that bill H.R. 7057 would be amended so 
what we will use in the case of the ad-
justment necessary for these people who 
are over 65 but still working is the same 
method of adjustment as is contained in 
the committee bill with reference to the 
adjustments that have to be made to 
these same people under the voluntary
portion of the committee plan. It will be 
identical in that respect in the motion 
to recommit. 

The CHAIRMAN. The time of the 
gentleman from Wisconsin has, expired,

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield 10 minutes to the gen-
tleman from Kentucky [Mr. CARTER]. 

(Mr. CARTER asked and was given
permission to revise and extend his re-
marks.) 

Mr. CARTER. mr. Chairman, I speak 
to you concerning H.R. 6675. The die is 
cast; the Rubicon is almost crossed. 

Since I hail from Appalachia, where 
it seems now they always have the blues, 
I thought today I might recount a short 
history of medical practice in one of 
these depressed and desolate areas-the 
medical history of the county of Mon-
roe-referred to by Kentucky's leading 
newspaper as the scrubs hills county of 
Monroe. 

After World War II two relatively 
young physicians entered the practice of 
medicine in this hill county. The near-
est hospital was 26 miles away. So these 
physicians, country doctors if you will, 
were forced to do much surgery in their 
offices and in homes. A Jeep was a 
necessary instrument of that practice. 
So far as I know, no one was turned 
away from the physician's doors. Calls 
were made into the hills and on two oc-
casions patient's husbands lost their 
ways in taking the physicians to their 
homes. 

In 1952 this impoverished people, by 
public conscription and a bond issue and 
with Hill-Burton funds, started a hos-
pital which was completed in 1953. Since 
that time no Patient has been turned 
away because of lack of funds or for any
Other reason. After the hospital was 
built patients from Monroe and adjacent 

counties came in increasing numbers. 
Instead of two active Physicians, there 
are now eight in this county,

The first bond Issue was paid off in 10 
years and a 24-bed addition was com-
pleted in 1964 with a second bond Issue 
and a second Hill-Burton grant, 

Two small group practices now flour-
ish in this county whose average indi-
vidual income is approximately $1,400. 
They are housed in modern clinics with 
excellent X-ray and laboratory facilities. 
And both were constructed without Fed-
eral aid, 

The nonprofit hospital has accumu-
lated operating capital of, $15,000 to 
$20,000-part of which was used in a 
recent modernization of the portion con-
structed in 1953. 

It is acknowledged that the Kerr-
Mills Program has been extremely
helpful. 

Gentlemen, this is an example of what 
the free and unfettered practice of med-
icine can do, even in Impoverished Ap-
Palachia. How do I know this? It hap-
Pens, gentlemen, that at the age of 54 
I am the oldest physician in this county, 

We now are embarking on a new ad-
venture in medical Practice, one in which 
the rich will enjoy the same free medical 
care we have always given the poor. I 
would ask if the expenditure of these 
vast sums of money is necessary to help
the rich instead of the poor who really 
need the help. I. would ask if medical 
Practice will remain free of the fetters 
of Federal control. I would ask if our 
Young People desire to increase their 
already heavy burden of taxation. 

As one of the la-St country doctors, I 
am not here to criticize medical care for 
the aged, but rather to support it. 

I ask my colleagues, who along with 

For myself, I will continue in such 
time allotted to me for the practice of 
medicine and surgery with the motto 
learned may years ago of "service before 
self." And as good citizens, come what 
may, we will always comply with the 
law of the land. 

Mr. KEOGH. Mr. Chairman, I yield
10 minutes to the gentleman from Penn
sylvania [Mr. RHODES]. . 

Mr. RHODES of Pennsylvania. Mr. 
Chairman, every Member of this House, 
as Dr. HALL, Our distinguished colleague 
suggested, will make their decision on 
this legislation based on what is believed 
best for our country and its people. 

Everyone is Interested in quality medi
cal service and there is no intent to harm 
in any. way the medical profession. In 
fact some of the Nation's most dedi
cated and able physicians see the neces
sity for this legislation. 

Mr. Chairman, enactment of the legis
lation now under consideration will be 
a historic decision. It has been haifled 
as the biggest social security bill in his
tory and the most Important and far-
reaching step forward since the start 
of the program during the New Deal ad
ministration of Franklin D. Roosevelt. 

I wish to commend the gentleman 
from Arkansas, the Honorable WILBUR D. 
MILLS, the distinguished chairman of 
our House Ways and Means Committee, 
for his leadership In bringing this corn
prehensive social security bill to the 
House floor for a decision. No one in the 
Nation is better informed on this ques
tion than our distinguished chairman. 
Under his able leadership, it was possible 
to bring forth a bill which I believe has 
widespread public support and-approval. 
it is a privilege to serve with him as a 
member of his commitee. I know I speak 

me have given this proposal seriousfoalcmitemmbrinomnd 
study, to vote to recommit H.R. 6675 a 
bill which will within a few years crueuy 
Overburden the social security system 
and the Young workers with growing
families, who will be forced to pay higher 
-and higher social security taxes. By
Providing aid on the basis of need, the 
Byrnes proposal would assure that both 
Federal and State dollars were providing
the greatest amount of care where they 
are the most needed, 

Under the Byrnes proposal, the Gov-
ermient would have no reason to inter-
vene in the practice of medicine. Pro-
tected by his insurance policy, the citi-
zen's freedom of choice of doctor, hos-
Pital, or nursing home would remain the 
samne as it has always been. 

Returned questionnaires which I have 
just sent out from my office indicate that 
an overwhelming majority of the people
of my district prefer this approach over 
medicare. Let us not be inveigled into 
blindly supporting the medicare program 
under social security when, with a longer 
view, we can see a better plan to help our 
needy, elderly citizens meet their doctor 
and hospital bills. 

I humbly ask your consideration of 
recommittal of this bill and your consid-
eration of the Byrnes proposal, which 
was formulated with the assistance of 
physicians who are most exeprienced 
in the needs of our Ill and infirm. 

ing him for his fairness, as well as for 
his devoted and dedicated leadership. 

This legislation will mean much in 
meeting the needs of our aged and re
tired citizens, This advance in social 
security is part of President Johnson's 
effort for a Great Society. It is part of 
the war against poverty. It is a recogni
tion of the responsibility of government 
to bring adequate medical and hospital 
care within the reach of all of our aged
citizens, without, as in many cases, ex
hausting all their assets and life savings. 
It gives the elderly the oportunity to 
benefit from the marvels and advances 
made in medical science. 

The enactment of this bill will result 
in a better balance in our economy. It 
will add to the economic strength and 
well-being of our Nation. Improved con
sumer purchasing power through in
creased social security benefits will cre
ate additional Job opportunities for many 
workers who are being displaced by auto
mation, and for young folks who leave 
school each year to enter the labor mar
ket. 

Congressional aproval of this legisla
tion will be a recognition, by this ad
ministration, of thle overwhelming man
date which the voters of the Nation gave 
in electing as President and Vice Presi
dent, Lyndon B. Johnson and HUBERT H. 
HUMPHREY, and a Democratic Congress. 
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It will be the redemption of a platform 
pledge by those of us who made this a 
campaign issue last year.

There will be those who will oppose 
this bill, Mr. Chairman, just as there 
were bitter opponents who fought 
against social security when It was first 
enacted, and against every advance that 
has since been made. Just as predictions
of national bankruptcy, regimentation 
and the loss 'of freedom were made in 
bygone years, so will voices of fear and 
reaction be raised again, by enemies of 
social and economic progress. We hear 
repeated requests for delay, for further 
Study and more time for debate, but ev-
eryone here knows we would hear these 

wornut rguent eveifthedecsiowornutifthedecsiorguent eve 
was Postponed a week, or even another 
year. But there will be others, who will 
see the need of further improvements to 
make the social security program more 
adequate in meeting the needs and prob-
lems of the aged, the disabled and the 

s. esptelessforunae amngtelessfrtunat billn reprDesents, the 
progress that this blrersnsth 
new minimum cash benefit will be but 
$66 a month for a retired couple. This 
is far from enough to meet basic needs 
today.

There are other inadequacies which 
require amendments for further im-
provements. In this age of automation, 

just tax burden on low-income wage 
earners. It would finance a needed in-
crease in benefits, a reduction of retire-
ment age to 60. disability benefits after 
1 year of coverage, and other needed im1-. 
provements. 

Such an expansion in the social secur-
ity program would further provide Job 
opportunities for young peopleasmr
older folks retire. The economy would 
be strengthened through the increase in 
purchasing power that would follow. 

Expansion of social security is essen-
tial in the building of the Great Society 
and for a better and more fair distribu-
tion of the national income, wealth, and 
prosperity. The advance of automation, 

With permission of the House already 
granted, I include the Senator's address 
with my remarks: 
ADDRESS D3YSENATOR ROBERT P'. KENNEDY AT 

THE OL.LIE A. RANDALL AWARD AND DINNER 

14TH ANNUAL MEETING, THE NATIONAL 

CnORNCIL ONTHEL WAGINGTARHN, 1965, 
SOEA HTL AHIGODC 

Mr, Sahelley, adr distio.uPresden Mueyer, 
Mrsamatleasenad istingouistheddob guestss 

metnpleased Ntionbe wihCouni at this yAr'sg 
Since its founding in 1950, the Council has 
played a leading role in the effort to help 
older people lead more comfortable, more 
complete, more dignified lives. Your work 
has ranged over the whole spectrum of prob
lems of the elderly-housing and employ

theshu-don o obslet inustialment, retraining and retirement, medicaltheshu-don o obslet inustialcare and medical indigency. For all, you
plants and out-dated government instal-
lations require prompt and favorable ac-
tion on this type of legislation, as well as 
on other administration proposals for 
a full employment economy.

In most of the advanced democracies,
prtiulary i Weter EurpetheFedearaclaGvrlinmWentcontEribues t theFd 
erlGvrmn coriustotea 
financing of the social security and med-
ical assistance programs. 

Even conservative critics, of the legis-
lation now before us, make a good case 
for Federal contributions when they 
point to the heavy burden of social se-
curity taxes on wage earners, 

have contributed substantially to the search 
for constructive solutions. I therefore feel 
especilaly honored that you have asked me 
to address you. 

And it is especilaly appropriate that we 
meet today. This year, as we mark the 30th 
anniversary of the passage of the Social Security Act, we will enact the mnedicare bill-

charter of freedom from undue fear of 
illness and injury-into which President 
Kennedy put so much of his energies and 
efforts. 

I need not dwell here on the significance
of medicare. The costs of hospital and re
lated care for the elderly have risen sharply 
as time has passed, and with each rise in 

Th rigt Mnloemplymet oporuniieswillconinu exrem Foum ub-cost, an Increasing number of 'older Anmeriemplymet oporuniieswillconinu exrem Mnio Foum ub-cams are unable to afford adequate medicalTh rigt 
to decline for persons 45 years of age lication, in Its most recent issue, makes a care. We all know that medicare does not 
and over. AR of which points to the good case for my proposal for Federal solve all the medical-coet problems of the 
need for a reduction in the social security contributions. In their criticism of the aged. But It is a significant first step-and 
retirement age, present social security tax, Dean Manion it is an imperative step. 

A number of bills have been introduced Said, and I quote: I would like to talk this evening about 
to lower the age requirements for full re- The person who has been paying social what comes next-about a thorough evalu
tirement benefits to 60 years. This pro- security taxes for years gets no more service ation of the basic structure of the social 
posal, I believe, deserves first priority in and attention under medicare than the per- security system. Social security was de

makngaditonl mprveens n heson who has never paid any social security signed to give our elderly a hope for decentmakigaditona inthetaxes at a very wealthy life in retirement, a new chance to live outimpoveent all, and this may be 
program. person whose income is derived entirely from their days in dignity and peace instead of 

There is also the need for liberaliza- rentals, interest, and dividends, poverty and despair. When Franklin Roose
tion of the disability provision, which Th enyvnaMdclSceyvelt transmitted the original social security

The ennslvana Socetybill to the he pointed out thatMdica Congress, 
now requires 40 quarters of social secu- was critical of financing improvements 
rity coverage to be eligible for benefits. in the present bill with increased pay-
When crippling disability strikes a young roll taxes whereby they say, and correctly 
worker, it frequently leads to years of sthat "a 5600 aya oke woud 
economic distress for him and his fam-hv payas muc-a-earworerso, woxasth 
ily. Bills which have been introducedhaetpyasmcmdirea ste 
to lower the requirements for disability $75,000-a-year executive." 

deevrop osleain Unintentionally these conservative
benefits deev rmtcnieainforces make a good case to place some 
and favorable action, of the social security costs on high in-

The social security program should comes and on interest and dividends 
also be amended, as the distinguisheid which escape this tax, as Dean Manion 
gentleman from Florida [Mr. PEPPER] adis 
said yesterday-to provide benefits to It seems to me that there should be 

the Nation had a plain duty to establish a 
sound means of averting the dreadful con
sequence of economic insecurity. The bill, 
he said, was directed "toward a greater fu
ture economic security of the American peo
ple." I think it Is time we took a careful 
look to see whether social security is now 
fulfilling that purpose--and what we must 
do to insure that it does afford our older 
citizens the measure of protection which 
they need and deserve In their lest years. 

I do not wish to minimize the importance 
of other, related problems. We face equally 
great challenges In finding ways to utilize 

nesses. It is social injustice to ignore 
the plight of families, who have a tre-
mendous expense and a heavy financial 
burden, in addition to the suffering and 
hardships associated with such illnesses. 

Iam confident, Mr. Chairman, that 
eventually these changes will come. But 
they are not possible unless we give more 
serious thought and attention to flnanc- 
Ing additional improvements. 

For ths reason, I believe the Federal 
Government should contribute to the so-
cial security fund, matching payments 
by employees and employers. A one-
third Federal contribution would in-
crease social security fund reserves by 
50 percent. This would strengthen the 
fund and make possible badly needed 
improvements without an additional un-

withcatstrphi abilities, the experience andil- a eilng stalised o parol taes.the skills and
families stricken wihctsrpi -aciigetbihdo arl aeknowledge of our older citizens; In providing

When the individual tax reaches 6 per-
cent it is time to consider additional 
means of support for the social security 
fund. 

One of the Nation's best-known and 
most popular statesmen has recently 
suggested that consideration be given 
to Federal contributions. 

I speak of the distinguished junior 
Senator from New York, the brother of 
our late President, John P. Kennedy, who 
has contributed so much to the progress 
of the legislation we expect to approve 
today. The gentleman from New York 
made the suggestion at the 14th annual 
meeting of the National Council on the 
Aging at the Shoreham Hotel in Wash- 
ington, D.C., on March 2, 1965, only a 
few weeks ago. 

adequate housing for the aged: and in ex
panding research into the causes and pre
vention of the Illnesses and diseases asso
ciated with the aging process. But my 
major subject this evening is the economic 
security--or lack of it-which the socialsecurity system gives our retired citizens.

ThbaifatstaInhemdtou
preedente prot sperity our older citizens-iv 
In poverty. The Bureau of Labor Statistics 
estimates that it costs about $3,000 for a re
tired couple to live at a modest but adequate 
level in a big city, and $2,500 in a smaller 
community. Yet in 1962, half of the 5,
400,000 aged couples in this country had in
comes of less than $2,875, and 30 percent had
incomes less than $2,000. 'he modest but
adequate level for retired individuals is 
$1,800. and two-thirds of, the 8.700.000 peo
pie in this category had less than this 
amlount. Half had less than $1,130. 
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These shocking and shameful income fig-

ures are closely related to the level of social 
security benefits. For more than a third of 
its Individual beneficiaries, and nearly 20 
percent of couples receiving benefits, social 
security is the sole source of income. But 
in 1964, the benefits paid to retired individ-
uals averaged $74 a month-just $888 a year.
Benefits for aged couples averaged $130 
monthly--$1,560 annually. Those millions 
who depend on social security for their en-
tire support live in poverty, 

We have, to paraphrase President Ken-
nedy, continued to add to the years of life;
but we have not yet met our responsibility 
to add new life to those years. Social secu-
rity may provide a floor of protection to our 
elderly. But it is a floor without a carpet;
and the nails come through.

We have always relied on Individual say-
ings and pensions to supplement social se-
curity. But for too many, there are no ade-
quate supplements. This is by definition 
the case for the millions of elderly people
who live in poverty. These are the people
whose lives have' always been a struggle, the 
people who were never able to save signifi-. 
cant sums, the people who never worked for 
a firn which had a private pension plan,
For these millions the sole hope upon retire-
ment is an adequate pension under social 
security, 

We have a long way to go.
The figures I have cited demonstrate that 

increases of 100 percent or more are needed 
for the lowest-income groups if we are to 
provide them with adequate benefits. We 
must recognize that this is going to be a 
costly proposition. How, then, are we going
to foot the bill? 

Within the present scheme, there are two 
ways of getting greater contributions-raise 
the payroll-tax contribution rates, and in-
crease the maximum earnings base subject 
to contributions and creditable for benefits 

Theent oesemtobetoomuh oo 
left for doing the former. Many are reluc 

tat oherae uc oer10pecnaie 
for the employer and employee combined, and 
increases already projected will bring us to 
around that level. Increasing the maximum 
earnings base will hp. of srvpIA heir, Tf f-,,
example, the base were increased to $7,200, as 
this year's Advisory Council report recoin-
mended, individuals who earn $400 a month 
on the average would get benefits of $144 
monthly instead of $127. Couples with those 
earnings would get $226 a month In benefits 
instead of the present $190.50. Some have 
suggested that the maximum earnings bare. 
could realistically be raised as high as $9,000 
or $9,600, but even that would not be enough 
to provide the level of benefits essential to 
a life of modest comfort and dignity,

To provide these benefits, I think we must 
begin to consider a limited use of general 
revenue financing for the system,

Economically, a limited turn to general 
revenues makes a good deal of sense. The 
payroll tax is highly regressive. Its major
justification has been that a payroll tax Is 
basically contributory. In the main, the 
worker gets out during the years of retire-
ment what he put in during the working 
years. 

Yet, to a significant extent, this is no 
longer the case. Considerations of social 
justice have modified the strict relation be-
tween benefits and earnings. We have pro-
vided benefits to poorer and more irregularly
employed workers; to widows and orphans; 
to those disabled by Injury and illness. And 
we have always paid' benefits to workers who 
were too old when the program began to 
make a full contribution for the benefits 
they are receiving. 

In all these ways, the social security system
has responded to genuine social needs. 
Through It, we are now providing benefits 
to deserving people who properly were not 
asked to pay for them. But we are doing so 
out of payroll contributions of others-and 

the payroll tax is highly regressive. That is 
why I say a limited turn to general revenues 
would make a good deal of sense, 

Financing the extra benefits which I have 
mentioned out of the progressive income tax 
instead of the regressive payroll tax would 
greatly ease the burden on middle and lower 
income wage'earners. It would allow a re-. 
turn to use of the payroll tax as a basically
contributory device; and it would free a sub-
stantial sum to be used for the benefit of 
those who had contributed it. 

Nor Is there anything revolutionary In 
suggesting that we must be considering a 
limited use of general revenues in the social 
security system. The first presidentially
appointed Council on Economic Security,
whose report preceded the enactment of the 
Social Security Act, said that Government 
contributions to the system would eventually
be needed, adding prophetically that, "It 
will not be necessary to have actual Govern-
ment contribution until after the system
has been In operation for 30 years."

The 1938 Advisory Council made the same 
recommendation, giving as its reason that 
"the Nation as a whole, independent of the 
bene~ficiaries of the system, will derive a 
benefit from the old-age security pro-
gram. * * *" The Council also said, perti-
nently, that "with the broadening of the 
scope of the protection afforded, governmen-
tal participation in meeting the costs of the 
program is all the more justified. * * *" The 
1938 Council stated the principle to be one 
of distributing the eventual cost of the old-
age Insurance system by means of approxi-
m-ately equal contributions by employers,
employees, and the Government. 

The social security board itself In 1939 
called It "sound public policy to pay part
of the eventual cost of the benefits proosed 

out of taxes other than payroll taxes, pre-
ferably taxes such as income and inheritance 
taxes levied according to ability to pay."
The board added that "the wider the cover-
age, the more extensive this contribution 
from other tax sources might properly be." 

In 1946 the House Ways and Means Coin-
mittee's technical staff recommended a con-
tinuing Federal subsidy up to "aLthird of the 
year's total of benefit and expense payments."
The 1948 Advisory Council called a Gov-
ermient contribution a recognition of the 
interest of the Nation as a whole in the wel-
fare of the aged and of widows and children. 
I might juet add that these advisory councils 
were not composed of wild-eyed radicals,
Both the 1938 end 1948 groups Included such 
highly respected 'names as Edward R. Stet-
tinius, Jr., and Marion B. Folsom. 

There is, therefore, sound historical basis 
for undertaking now to consider utilizinig a 
contribution from general revenues to help
provide adequate benefits for the lowest-
income participants in the social security 
system and to help finance the payments of 
benefits to other beneficiaries who were never 
able to contribute in full for what they are 
now receiving. And there is sound economic 
basis as well. We will, over the next few 
years, have more than sufficient general rev-
enues for a constructive contribution to so-
cial security without any increase In taxes. 
The present growth rate of the economy is 
31/2 percent annually. Some say it will be 
even greater, but even at 3% percent the 
present tax rates will generate an annual 
revenue Increase of $6 billion. By 1970, the 
income tax will be yielding the Federal Gov-
ermient an estimated $30 billion more every 
year than it is today. I think we can cer-
tainly afford to contribute some of this to 
social security. By doing so we will consid-
erably ease the pressure on State and local 
welfare costs which are now skyrocketing.
The dollars we put Into raising social se-
curity benefits for the lowest income retirees 
to an adequate level will directlyr lighten the 
load on public assistance-a load, I might
add, Which is often, financed by regressive 

State and local sales and property taxes. If 
we axe going to deal with the problem, I 
think It makes, a great deal of sense to use 
the income tax to do It. 

I would like now to turn to some specific
items, some particular things which we ought 
to do to improve the overall adequacy of the 
social security system. 

First, specific action Is needed to Improve
the position of the widow under social se
curity. The average widow's payment is now 
only $6'7 a month-$804 a year. Widows 
should receive benefits of the same magnitude 
as their deceased husband's primary benefit. 
Widows deserve disability coverage, too, as 
do disabled wives of retired or disabled work-
era. The lack of coverage in this area rep
resents a significant threat to economic 
security. 

Second, I think it is imperative that we 
modify the retirement test, which causes 
reductions in benefits for workers earning 
over $1,200. As the law now stands, unless 
a man can earn quite a substantial sum, he 
will begin actually losing money as he earns 
over $1,700; at that point his tax-free so
cial security dollar will be replaced by tax
able earned dollars on a 1-for-i basis. It is 
Important to the policies underlying social 
security that there be an earnings test, but 
I think that at present it goes into operation 
at an Inequitably low level, and should be 
raised significantly. 

Third, disability benefits are, In my judg
ment, in need of certain reforms. At present
the law requires that a disability be ex
pected to be of indefinite duration, in effect 
permanent. President Kennedy recoin-
mended In 1961 that the requirement of 
permanence be removed, leaving only the 
requirement that the disability be total. 
Coupled with a provision for payments. !m

mediately upon determination that a total 
disability exists, this would provide the eco
nomic security needed. Further, the require
ment of inability to engage In any substan
tial gainful activity is unduly hard on older 
workers who, though unable to perform their 
usual work could theoretically, though not 
practically, obtain other employment. I 
would liheralive. thA rlpftniHt-on of d~isabilit 
for workers over age 55 so they need not show 
Inability to engage in any and all substan
tial gainful activity, but only in the activity
in which they were previously engaged. 

These things we must do-and we will do 
them. But we must above all not rest con
tent with the achievements of yesterday or 
today. We must continue our concern, and 
our attention for these problems--never al
lowing the passage of time and the change
of circumstances to outmode our solutions. 
We must learn to pay better and more regu
lar attention to the need for increased bene
fits. Even during the past 4 years, during
which we did a good job in holding the line 
against rises in the cost of living, consumer 
prices rose about 5 percent. If we are not 
going to provide any automatic formula for 
increass-as we have done under the civil 
service retirement system and the military
service pension system-we must be prepared 
to legislate regularly to raise benefits, not 
only to keep pace with the cost of living, but 
to allow our elderly to share in the rapid
gains in productivity which we have been ex
periencing. Our inaction doss not leave 
things as they are. It allows them to de
teriorate. 

- But the basic choice is a plain one. Social 
security, for many of our senior citizens, will 
be only a way of keeping partial reliance on 
public assistqnce from turning Into total 
reliance-unless we do whatever is necessary 
to provide an adequate Income for all retired 
Americans. We must insure that "the best is 
yet to be, the last of life, for which the first 
was made." It is up to us. 

Another Proposal for financing needed 
Improvements, Mr. Chairman, comes 
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from an editorial in the Senior Citizens lion in the second half of this year. This gram. The AMA charge that medicare 
Sentinel, Los Angeles, Calif. The Sen- fiscal stimulus, coming at a time when the was inadequate because it was confined 
tinel is the voice of the National League growth of private expenditures may be taper-lagy to hospital and related care 
Of Senior Citizens headed by Mr. George ing off, is most welcome, But unless the

Mc~an, ne Ntio's oreostKing-Anderson bill Is carefully amended. theMc~ai,off on tehe Naion' formosteconomy may be rudely jolted by the $5 bil-
larogely pot o omrhniv il
bruht supportht fodrcacmrehensiprveill.Tecamta lecr ol rvd 
broader coverage than King-Anderson
helped to influence the decision to in
dlude additional benefits through sub
sidized voluntary health insurance. 

A difference of opinion among physi
cians was quite evident. Many of them 

supported medicare and requested the 

leaders of Senior Citizens. The Sen-
tinlel editorial follows: 

BRING IT up To DATE 
For 25 years millions of Americans have 

been receiving monthly social security checks, 
Yet, there are still more people who find this 
reality hard to accept, who appear to believe 
the system is only a transient, radical idea 
destined to be abolished just as soon as we 
can teach people the simple virtues of thrift 
and foresight, 

Certainly anyone in touch with social real-
ity knows that social security is here to stay
said that its promise of security for every 
American family is also realistic in our' teh-
nologically developed economy. This wa the 
intent of the original legislation. And the 
only thing holding back this promise Is the 
failure of our lawmakers to keep the system 
up to date, to provide new financing for ris 
ing living standards of retired people, and 
to Make up the losses caused by inflation,

There axe those who have deliberately tried 
to make the payroll tax deduction as bur-
densoMe as possible in order to disillusion 
the average worker with the whale idea of 
social security, playing on his fears of big-
ger and bigger tax bites to finance the bane-

fit.no Btncesart i toconine tx-
ing the small wage earner, 

Instead of raising the percentage on a low 
tax base, which is now a maximum of $480 
the tax base itsel~f should be raised. Tax bas 
is the taxable portion of a worker's income. 
When social security first started in 193 it 

lion increase in social security taxes that 
will become effective on January 1, 1968. 

If this sharp rise in payroll taxes Is not 
cushioned, the economy may again bd 
plagued by a fiscal drag. By suddenly boost-
Ing social security taxes, the full employ-
ment surplus-the budgetary surplus that 
would obtain if the economy were oper-

will be increased. And with a higher full-
employment surplus, greater diversions of 
taxes from the income stream will dampen
economic activity, 

The fiscal threat Inherent in the planned 
tax hikes may be easily averted - without 
weakening the social security trust funds,.
Congress should defer any increase In pay-voe
roll taxes until the end of 1966, and begin-
ning in 1967, the tax should, be raised in a 
series of small steps. -Shortfalls in meeting
social security claims can be paid out of 
general tax revenues. But, given the growth
of social security receipts at current tax rates, 
these contributions would not be large. And 
as the scheduled increases in tax rates were 
effected, the need for Treasury contributions 
to the trust funds Would be rapidly 
diminished. 

The need for cushioning the impact of a 
os nsca security payroll taxes is ur-

gent. But Congress should also consider 
other deficiencies of the present social secu-

ating with only 4 percent unemployment--icuonfphsiasndrteoil
security Program.

Mr.. Chairman, H.R. 6675, the Social 
Security Amendments of 1965 had my
full support in committee. I will vote 
for the legislation today and I hope and 
believe it will pass by an overwhelming

ot 

Finally, Mr. Chairman, I want to pay 
a personal tribute to some of the 
pioneers whose efforts have helped pave
the way for enactment of this legislation. 

The Nation's senior citizens owe a debt 
of gratitude to these pioneers. Among
them is our distinguished colleague from 

California, the Honorable CECIL R. KING, 
a cosponsor of the King-Anderson bill. 
He has been a target for reactionary at
tacks because of the leadership he gave 
in fighting for ths legislation. To men
tion a few others, I also include our 
former colleague, Aime Forand, who back 

rity system. By limiting the increase In thein15beathcmpgnyinrd
payroll tax base to $5,600, the King-Andersonin15beathcmpgnyitrd 

was$3,00ndin D65itis til oly 4,80.providing adequate retirement incomes. The 
It has not kept pace with rising wages in th Advisory Council on Social Security pro.-
inflationary spiral. A base of $14,600 now poses a $7,200 income base, a level which 
would be comparable to $3,000 In 1935, coy- would permit a lowering Of payroll tax rates 
ering 95 percent of total covered earnings, and opportunity to Increase the benefits con-

The tax base should be raised now to at ferred upon those in the lowest income
leaswihou$7500chagin th pecenagegroups.lest$750, hagig hepecetae should be to lift theitou Steps also taken 

oparldeuto.It still wouldn't catch limitation on earnings by retired persons. 
up with inflation. But it would provide addi- If social security benefits are an earned 
tional revenue with which Congress could right, paid for by the insured during their 
raise benefits by as much as 60 percent. The 

reorf h AvsoyCouncil o ci working years. no means test should bereportthe ofAdvisoryl Se-interposed,.oe
curity. recently released, confirms the sound-loelaePsintJh 

bill consigns social security a minor role in ing the Forand Medicare bill. The de
ceased father of our distinguished col
league, JOHN DINGELL, Jr., who has 
presided as Chairman in the Committee 
of the Whole during debate on this his
toric legislation, was another courageous 
leader in this fight. A former chairman 
of the House Education and Labor coin
mittee, John, senior, was one of the 
original sponsors of legislation such as 
we expect to pass in this House today. 

Much credit, too, belongs to our beaePeietJh .Kney
P.K ndy 

one of our most brilliant Chief Execu
tives. His efforts for this legislation has 
been a substantial contribution to the 
as fsca utc n ua rg

e and theia Jsucces tatdseemsneviden 
resndheucssttsesevet 
when the House decision is made today.

Mr. BYRNE of Pennsylvania. Mr. 
Chairman, this is a day to remember. I 
know that our citizens over 65, who have 
been Praying for inexpensive hlealth in
surance for so many years, will see the 
introduction of this bill, the Social Se
curitY Act of 1965, as a sign that the 
future holds new hope, new freedom 
fr'om the constant fear of catastrophic
illness. A wise man once said, "It is not 
the end of joy that makes old age so sad, 
u h n fhp. fe thsbe 
u h n fhp. fe thsbe 

illness which has caused the end of hope
for our senior citizens. Their financial 
resources painfully accumulated over 
many Years have disappeared and they
face a growing apprehension that the 
future will only bring larger medical bills 
and no way to pay them.

TeSca euiyAto 95 hc 
TeSca crtyAto195wih

I am Proud to support, will establish a
basic hospital insurance plan to Provide 
Protection against the costs of hospital,
skilled nursing home care, home health 
visits, and outpatient diagnostic services 
for individuals 65 or older. Benefits 

ness and necessity of adjusting the taxable 
base upward to a realistic level so that the 
burden will be shared by higher income 
groups. As President Johnson said, in con-
nection with other legislation, Congress must 
not "'delay, hesitate, or compromise our pur-

pose.say 

Another interesting editorial was pub-
lished in the Washington Post of Feb-
ruary 25, 1965. It pertains to the sharp
rise in social security payroll taxes and 
the financing of social security improve-
ments. The Post editorial follows: 

FINANCING SOCIAL SECURITY 
There is now a broad consensus in Con-

gress on social security legislation. Rletire-
ment benefits are to be substantially in-
creased this year, and, barring an unlikely
political upset. Congress will establish a 
modest program of hospital insurance A 
great deal of attention has been given to 
expanding social security benefits,but the 
important question of how they are to be 
financed has been neglected. And therein 
lies a danger. By adhering to the maxim 
that benefits must be paid out of current
payroll taxes, the economy may be dealt 
a severe deflationary blow.tinee 

Under the administration's King-Ander-

Mr. Chairman, these editorials and 
remarks by the junior Senator from New 
York deserve most serious consideration 
b h oges

InteCocuon ness. Chirauesm 
IncnlsoM.Caraltm 

that the new social security bill which 
is now on its way to final enactment, Was 
approved by the Ways and Means Comn-
mittee after many months and even years 
of study and debate. Volumes of testi-
mony have been Printed and distributed 
expressing all points of View presented
by every interested group.

During the last few weeks, before the 
decision was made, the committee in-
vited testimony again from interested 
parties. Dr. Donovan F. Ward, President 
o h mrcnMdclAscain p 
o h mrcnMdclAscain p
peared before our committee with two 
aids. Among other expert witnesses 
who testified in recent weeks were repre-
sentatives of hospitals, nurses, nursing
homes, group health organizations, doc-
tors favoring Medicare, senior citizens,
and other groups, Few Pieces of legisla-
to vrla uhlntyhaig. 

a suhlntyhaig.
The issue has been widely debated and

inreula scurtydiscussed 
retirement benefits would be made retroac- the Nation, 
tive to January 1. and assuming its passage Proponents of "eldercare" Influenced 
by July 1, net benefits payments, measued support for the voluntary health insur-
at annual rates, would incerase by $2.6 WIl- ance feature Of the medical care pro-

sonbil Icrese scia in Congress and throughout 
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would be financed through a separate 
payroll tax and separate trust fund. 
Those aged individuals who are not cur-
rently social security or railroad retire-
ment beneficiaries will be covered 
through payments made from general 
revenue. It is estimated that a total of 
19 million citizens over 65 will be helped
by this basic health insurance plan.

Basic health insurance is supplemented
by a voluntary plan which provides bene-
fits to pay for physicians' and other 
medical and health services. This plan 
is financed through monthly premiums
of $3 by individuals, matched equally by
Federal Government revenue contribu-
tions. Probably more than 80 percent of 
the elderly would participate in this sup-
plemental plan: the payments of $3 a 
month will be more than covered by the 
7-percent across-the-board increase in 
social security benefits which is also pro-
vided in the bill under discussion. Cer-
tainly these two plans, which comple-
ment each other beautifully, will give the 
elderly the financial security they so des-
perately need. They will be able to plan
better ways to spend their small incomes, 
when they are not hampered by the fear 
of Illness. Too often today they must 
use money which should go for necessi-
ties to pay health insurance premiums
designed for younger folk who are still 
working and can afford to pay the cost 
of adequate insurance coverage. We 
must enact this legislation now: hearings
have been held, and never has a measure 
received such detailed and careful con-
sideration as have the health insurance 
provisions of the Social Security Act of 
1965. 

The bill also reforms many aspects of 
existing welfare legislation, and improves
the general structure of the social se-
curity system by increasing benefits, con-
tinuing benefits up to age 22 for children 

"'n 'ol-ol,-providingreduced be-nefits for 
widows at age 60, liberalizing the retire-
ment test and extending coverage to 
more of our working population. 

Not only the aged, but all of us will be 
helped by this measure. Our social se-
curity system will be brought up to date 
and made a part of our prosperous
America which has not forgotten its debt 
to senior citizens. The bill also expresses 
our concern for the problems of those 
who are less fortunate, and recognizes 
that the Kerr-Mills program should be 
extended to other needy groups besides 
the aged. This bill is an illustration of 
the American way of solving social prob-
lems: thoughtfully, with slow delibera-
tion, but with final action which will re-
sult in immediate and long-range imk-
provements. 

of our older citizens. Through the years 
I have consistently worked to Improve
the social security system and to broaden 
its coverage and benefits. I always have 
been guided by the desire to make the 
program one of maximum usefulness so 
long as its basic fiscal soundness is not 
impaired. As for the increase in social 
security benefits, this increase also Is 
included in the substitute bill. I voted 
for an increase in social security last 
year as did most Members of this body
but the realization of this increase was 
blocked by the administration. 

We could with proper legislation make 
great progress in bettering the medical 
and hospital service for our elder citizens 
but the bill before us today unfortunately 
strikes at the future solvency of the so~-
cial security system. It also would 
threaten to place our medical profession 
In a quagmire of governmental bureau-
cratic control and inefficiency and defeat 
the very purpose that we are attempting 
to attain, 

It also is unfortunate that the coin-
mittee did not propose a voluntary sys
tem such as that embodied in the sub-
stitute bill which will be offered. It Is 
regrettable that the committee bill does 
not involve a contributory feature for 
those over 65, for this means that the 
total burden of this program will be born 
by taxpayers under 65. While I believe 
in giving assistance where It is needed 
I think it. is totally unrealistic to make 
these benefits completely available to all 
persons regardless of income. The sub-
stitute offers a deductIble feature for per-
soswith icmsin excess of $5,000 per 
year.

The substitute bill offers greater bene-
fits and includes most of the principles 
of the so-called eldercare. The substi-
tute also includes coverage of cata-
strophic Illness, at a lesser cot. 

M~r. Chairman, 1 amsryta the 
Committee on Ways and Means did not 
see fit to have full public hearings th'is 
year on this very important legislation. 

I regret the fact that we will not have 
an opportunity to vote on individual fea-. 
tures of this legislation but will merely 
be able to vote for or against it after the 
substitute is accepted or rejected, 

In other words, I am far from satisfied 
with the form in which this question is 
presented to us for it leaves me no choice 
but to vote against the bill unless the 
substitute bill prevails. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield to the gentleman from 
Illinois [Mr. COLLIER], a member of the 
committee, 10 minutes. 

(Mr. COLLIER asked and was given 
Permission to revise and extend his re-

Let there be no understanding that 
the Kerr-Mills program which was the 
target of constant attack by the propo
nents of the King-Anderson bill will in 
any manner be eliminated. Rather it 
will be expanded and will undoubtedly
embrace wider participation than in any
of the previous years since its adoption.
I should make it clear that I am not in 
oppositon to this phase of the bill but 
merely make this observation as neces
sary to the legislative history of it. 

The legislation with' which we are 
dealing has been substantially improved
but could stand a great deal more im
provement. It leaves much to be de
sired, particularly because it further bur
dens the social security system through 
increased payroll tax which I believe is 
neither necessary nor wise. 

I shall not, however, indulge in any 
discussion on the philosophy of compul
sory participation nor the alternate pro-
Posals. I would leave it to others who 
have and will explore all of the facets of 
this during the many hours of debate. 

First let me state as I did on the 
opening day of consideration of this 
bill before the House Ways and Means 
Committee that I believe that title InI 
of the bill should have been a separate
and distinct item of legislation. In fact, 
it could have been passed weeks ago
because this is the section which deals 
with the increase in old-age, survivors, 
and disability benefits and certain other 
changes in the existing law which were 
substantially those we Passed by an over
wheligmjrity in the 88th Congress. 

The fact of the matter is that it should 
have been law so that the elder citizens 
would already have been receiving an 
increase in benefits had the other body 
not insisted on mnedicare In conference a 
year ago and thus temporarily scuttled 
the entire bill. 

I say that this should be separate leg-
Islation because the medicare provisions
introduce a whole new concept into our 
social security structure, and I agree
with Representative Tom CURTIS in stat
Ing9 that this portion should have been 
handled In public hearings. It is my
understanding that the other body would 
not hear to separating the two distinctly
different portions of the bill; undoubted
ly because the sweeteners in title III were 
presumed the Provide Pressures for Mem
bers to vote for the whole package re
gardless of the fact that they might wcll 
have been wholeheartedly for the pro
visions of title III and not so enthusiastic 
about the face-lifted sections of the other 
titles. 

For years social security has been a 
bargain at the price tag it carried for 
millions of retired citizens. But it cer
tainly will not be a bargain for those 
who will be entering the labor market tomorrow or in the years ahead. In fact,.
I think that many workers today will 
be somewhat disenchanted as the whole 
story of the social security payroll tax is 
unfolded. If you look briefly at the so
cial security system, you get some idea 
of what I mean in dollars and cents. 
trust that as a supporter of the principle
of social security, I will not be charged
with tearing up a social security card in 
the next election. 

Mr CaimaIrg al ycolegusmarks.)
Mr. Chtaairmnt Ihurgecallmyitacolagueso Mr. COLLIER. Mr. Chairman, few 

topvottheaginslhercmmta.adt bills that have reached the floor of this 
Mr BRNSf isonin M.House have undergone greater legislativeMr. YRNSWiconin.Mr.surgery or subsequent transformationo 

Chairman, I yield such time as he may
require to the gentleman from Indiana 
[Mr. BRAY]. 

i~Mr. BRAY asked and was given per-
mission to revise and extend his re-
marks.) 

Mr. BRAY. Mr. Chairman, it is with 
great reluctance that I must oppose this 
legislation, which admittedly is aimed 
at relieving some of the financial burdens 

than the-bill before us today. In fact 
the original measure which we recoin-
mended by the administration was to-
tally inadequate to meet the very needs 
which its proponents declared were so 
demanding of attention. In some areas 
the present bill does not even remove the 
arguments for the type of hospital insur-
ance program which requires the exten-
sion of the Kerr-Mills concept, 

I 
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Here are a few basic facts and figures

which are, I believe, indeed revealing. 
In 1939 an employee earning $550 a 
ra~onth paid $30 per year into the social 
security trust fund and his employer
paid a like sum. At that time the maxi-
nium. monthly benefit was $58 and the 
survivor family benefit $85. By 1950 the 
same employee paid $45 a year and his 
employer paid $45, and the maximum 
single benefit was $80 and the maximum 
family survivors benefit $150. 

This year the same employee paid
$174, making the combined annual con-
tribution $348, with single maximum 
benefits at $127 and family survivor bene-
fits at $254. Now bear in mind that I 
am taking the maximum benefits in each 
instance. 

But by 1973, an employee with the 
same monthly earnings will pay $353.10, 
so that the combined payment will be 
$706.20, and the benefits $167 on the in-
dividual maximum and $368 on the sur-
vivors family benefits, 

This means that we have seen an in-
crease of more than 480 percent in the 
amount the worker is'paying from the 
inception of the program to the present,
while his maximum benefits have in-
creased only 119 percent. Now here is 
-a really significant figure: As the bill 
before us is written, the worker's pay-
ment Into the fund will show an increase 
from its inception of over 1,000 percent,
with his retirement benefits by 1973 in-
creasing 189 percent.

Now, of course, those arguing the case 
for expansion of social security will 
point to the many other provisional 
benefits which have been aded to the 
program, Including disability benefits 
and other broadening programs apply-
ing to orphan children, increased wid-
ow's benefits, and so forth. This poses 
a formidable argument in fact but not 
in figures. 

However,. the perpetual disparity in 
respect to new entrants between the 
value of tax and the value of benefits 
constantly, arises. This is because in-
creased payroll taxes must be sufficient 
not only to pay future benefits for new 
entrants but also to provide income 
which is the equivalent of interest on a 
nonexistent reserve fund, 

Whether You agree or disagree with 
the need to do this, the fact remains 
that social security, as I stated before, 
was indeed a bargain for the pricetag 
it carried for many years, but I don't 
think it is a bargain for those entering 
the labor market right now. . 

Perhaps the best way to emphasize 
this point is to take the 'example of a 
young man who Is entering the labor 
market next January first at the age 
of 21 Years. Let us assume that he were 
to deposit each year the contribution 
that he will be paying as a payroll tax in 
any financial institution with an interest 
rate of 41/ percent per annum, 

Do Yrou realize that at the age of 65 
he would have $42,000? Now add there-
to another $42,000, which is the match-
ing sum his employer or employers would 
pay in~to the trust fund over the dura-
tion of his pre-retirement years, and you 
come up with a figure of $84,139. 

No. 63-9 

If both he and his wife live to be 77 
years of age and draw the maximum 
social security benefits for a married 
couple for each year from the date of 
his retirement, he stands to draw in 
total retirement benefits $8,000 less than 
his own interest-compounded contribu-
tion and more than $48,000 less than the 
interest-compounded, combined contri-
bution of he and his employer.

If you would like to figure out what 
the self-employed person under the same 
conditions would get, you will find a 
much greater disparity.

You might respond by saying, "Look 
at the protection he has under this pro-
gram all these years," but I submit that 
every protection provided under the so-
ciar-security program could be purchased 
privately and leave this young man with 
a very substantial balance at the age
of 65, which he of course could leave 
in a savings account to draw interest 
while using oniy the funds he needed 
to live comfortably in his retirement 
years. I submit that these figures have 
been based upon no further changes In 
the social security law beyond those 
which are before us today; no further 
increase in benefits; no further liberal-
ization and no further increase in pay-
roll taxes. But then you and I know 
that it has become almost standard pro-
cedure to increase social security bene-
fits from time to time out of need 
through increased cost of living, as well 
as a smattering of political expediency 
or motivation. 

I cite these figures and examples to re-
stress the fact that unless there Is rea, 
sonable discretion used in burdening the 
social security program, particularly 
when needs can be met without doing so, 
that we place in jeopardy the goose that 
laid the golden egg, or, better yet, reach 
the point where the, system Is one of 
diminishing returns. 

Certainly we have an obligation to im-
prove the program for those already in 
retirement and those soon to reach re-
tirement, but it seems to me that we 
also have-some responsibility to the gen-
erations Yet to come, millions of whom 
may be paying more in the payroll tax 
under social security than they pay in 
income taxes, even though they will, of 
course, in many cases be paying an in-
come tax upon the social security pay-
roll tax withheld, 

Separate fund or no separate fund, the 
manner in which the social security pro-
gram is being expanded in every direc-
tion is going, to reestablish the age-old
fact that -youcannot get 3 Pounds of rice 
out of a 2-pound bag; and you are likely 
to have many future workers urging
Members of Congress not to do anything 
more for them in this area because they
Just will not be able to afford it. 

Mr. MILLS. Mr. Chairman, I yield 10 
minutes to the distinguished gentleman
from Ohio [Mr. VANiK]. 

Mr. VANIK. Mr. Chairman, first of 
all, I want to express my appreciation of 
the vigorous leadership--of our distin-
guished chairman, the Honorable WILBUR 
MILLS. As our chairman, he encouraged
the analysis of every viewpoint, weighed 
every recommendation, utilized every 

Suitable suggestion, to develop the best 
possible result, I am proud to have had 
a part in the drafting of this bill. 

There are those who may find imper
fections in our work, and imperfections
there may be, but when related to the 
tremendous, far-reaching scope of the 
work, they become much less significant.
This is a ",good" law, a needful enact
ment motivated by high purposes for the 
general welfare of the elderly, the near-
elderly and the elderly of the future. 

I consider this bill the best improve
ment to social security sincei-its enact
ment 30 years ago. Long overdue, this 
measure is designed-to effectively remove 
the fear o'T "old age" which was the in
tent and promise of the original legisla
tion. 

In my district, and it is reasonably
representative of a large urban district, 
there are over 100,000 people who live on 
social security benefits, actually and fully
retired. 

The question is raised as to how they 
manage. Those who have been reason
ably provident and fortunate-have 
managed. Those who have suffered ill
ness are indeed in a dreadful plight.

When the late President Roosevelt 
first talked about our freedoms he 
omitted a reference to the freedom of 
fear from illness. With the passing years
the skyrocketing cost of hospital and 
medical care have multiplied this inher
ent fear of our elderly into a persistent 
nightmare.

In my community, the last oppor
tunity for those over 65 to enroll under 
Blue Cross occurred almost 2 years ago. 
The rate for 70 days hospitalization in
surance on that occasion was $.95 per 
month. The rate was not related to 
costs and imposed tremendous burden 
upon the younger groups to subsidize 
the coverage for the elderly.

Since that time, the only available 
coverage occurred under- the Ohio 65 
plan which was sold for $12.50 a month 
and paid hospital bills up to $15 per day 
for a period of 31 days. The cruel fact 
of this offering was that there were no 
hospital rooms available in the conmnu
nity under $38 per day thus leaving the 
so-called assured exposed to the colossal 
expenses not included in the coverage.
A comprehensive policy under the Ohio 
65 plan with substantial deductions was 
offered at $23 per month or $276 per 
year. 

With average benefits totalling $88.50 
per month, just how would the average
social security beneficiary be capable of 
paying for coverage which under many
circumstances would cost 26 Percent of 
his income. At these prices, adequate
health insurance could only be acquired 
by reducing expenditure for other essen
tials such as food, shelter, and clothing. 

A great deal is said about the cost of 
subsidizing hospital care of the aged
through the payroll taxes of those who 
are working and the subsidizing of the 
medical care of the aged through gen
eral revenues. The simple fact is that 
the Immense cost of this burden must be 
subsidized one way or the other. If 
these responsibilities are not handled 
through this type of a program, they 
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must be undertaken by citizens individ-
ually. There Is no doubt that this is 
the most preferable Way to meet this 
critical problem. 

There is another important consider-
ation. One of the prime purposes of 
social security is the creation of induce-
ments to retirement. There are 11/4 mil-
lion people in America today who con-
tinue in their jobs and who have not 
taken advantage of their retirement 
benefits although they are fully eligible, 
Hundreds of thousands of these work-
ers who are eligible for retirement are 
reluctant to retire because of their grave 
concern of their capacity to pay for 
medical and hospital needs. This bill 
may provide the needed incentive for 
their retirement. It is possible that this 
bill could encourage the retirement of 
300,000 or 400,000 persons who now hold 
job billets which are needed by others 
coming along, 

The Government's cost of this pro-
gram is minute when related to these in-
creased job opportunities which this leg-
islation may generate. Other agencies 
and other job-creating programs spend 
as much as $5,000 to $35,000 per job 
created. This bill can create these job 
billets at a fraction of the Goverment 
cost in other programs. These are per-
manent jobs and the billets will be cre-
ated every year as workers are encour-
aged into a retirement where health and 
medical needs are assured. 

In my community as in others 
throughout America, we will need addi-
tional hospital facilities. Inl my comn-
munity at the present time there are 
no extended care facilities. We will have 
to undergo extensive construction Pro-
grams to provide adequate extended care 
and hospital facilities. It is high time 
that America commenced an extensive 

No one can dispute the need for this 
program or the high purposes which im-
Pel its adoption. With early diagnosis 
and treatment, there Is. hope that good 
health in later life can be extended to 
the same degree that modern science has 
extended life itself. The senior health 
sciences will indeed be stimulated by 
this program which may ultimately pro-
vide every citizen with a longer, healthier 
expectancy. The years of good health 
we add to life, may indeed be our own. 

Mr. BETTS. Mr. Chairman, I yield 8 
minutes to the gentleman from Ala-
bama [Mr. MARTIN]. 

Mr. MARTIN of Alabama. Mr. Chair-
man, at the outset of my brief remarks I 
would like to commend the Chairman 
and other members of the Committee on 
Ways and Means for the very able work 
they have done in preparing the Social 
Security Amendments of 1965. I would 
also commend them for the leadership 
they have lent to this debate. It is quite 
evident that we are not all in accord 
on how best to deal with the health care 
problems of the aged but no one can, 

Deny the responsible and constructive 
manner in which this matter is now 
being considered. 

As one who is not an expert in social 
security matters, I would have preferred 
that hearings be held on the specific 
legislative proposals now before us so 
that I could study that record. How-
ever, the committee report I think is 
most informative-both the majority 
and the minority views-and I commend 

continue some working activity in the 
interest of advancing their own well
being and the change in the retirement 
test will make that possible. Also, this 
retirement test improvement will in
crease the equity of the social security 
program as it applies to our individual 
citizens. 

Mr. Chairman, I would like to corn-
mend 'the membership of the Committee 
on Ways and Means for including in this 
bill a provision continuing cash benefits 
with respect to children up to age 22 who 
are attending school. To the extent 
that this modification enables our young 
citizens to continue their education it 
will serve a very meritorious purpose. 
The provisions of the bill that strength
en the Kerr-Mills program of health 
care for our medically indigent are also 
very desirable and I am particularly 
pleased that the elder~are concept has 
been adopted by these changes. 

But, Mr. Chairman,-all is not good in 
this bill. There are some changes pro
posed in H.R. 6675 that I wish the comn
mittee had not proposed or I wish that 
the committee had decided to deal with 
in another way. An example of a change 
that I would like to see deleted is that 
provision which includes cash tips in the 
taxable wage base. My concern over this 
provision is that the administrative comn
plexity it involves will outweigh the 
other considerations that prompted the 
committee to include it in the bill. 

Mr. Chairman, I am opposed to the 

those responsible for its preparation.cmusr eiae rvsoso R 
My Republican colleague from Virginia: 6615. As one of the stonsors of the 
FMr. BROYHILL] merits special commen- eldercare bill I fully subscribe to the 
dation for his additional separate views views of the gentleman from Virginia 
in which he comments on the'reasonis [Mr. BROYHILL] as they are set forth in 
why he considers the eldercare approach the committee report. I object to mnedi
superior to the medicare approach in care because it is needlessly compulsory 

o povie teseprovdinand deqateproram fo th heath eed ofourand because it is financed by a regres
an rgadqae o rvd heepoiingfo th hatnedofursive payroll tax that will reduce the take 

facil'ities. This1 constrUctin vd"n create senior: citizens. . Chairman, -s one hm a fmn epewocno 
jobs and contribute to the betterment of 
general economic conditions. 

At the present time, the antipoverty 
program is shaping up throughout Amer-
ica to train and prepare the million of 
disadvantaged Americans who search for 
opportunities-to work, This bill and its 
incentives will provide an area and need 
for trained hospital and medical staff 
workers who can be trained in the anti-
poverty program to do needful and nec-
essary things for the aged and the infirm 
who need this care. No more worthy 
program could be developed. Now is 
the time to prepare these people for hos-
pital and medical work. This bill there-
fore provides new areas for utilizing the 
antipoverty program and developing 
skills and manpower where they are most 
urgently needed, 

The impact of this new bill will be 
far reaching. In the early stages, we 
must expect that the administration of 
this program will be difficult and per-
haps disappointing. The success of the 
program will depend in great extent upon 
the cooperation of the medical profession 
which must ultimately develop policies 
directed toward the most effective hos-
pital utilization and the most efficient 
and economical utilization of medical 
and nursing services, 

who was privileged to be a cosponrsor afford to pay additional taxes. Medicare 
of the eldercare bill, I am grateful to threatens to involve our health services, 
my Virginia colleague for setting forthouhelhpfsinadoragdn 
for the record his very significant state-
ment. 

Mr. Chairman, I would next like to 
comment briefly on some of the sub-
stantial provisions of this bill, 

I1approve of the increase in cash bene-
fits provided under the bill. As I under- 
stand the matter, the last general bene-
fit level increase occurred in 1958 and in 
the intervening period the cost of living 
has increased so that the OASDI recip-
ients need this adjustment in their 
benefits. I would have preferred to see 
the minimum benefit raised somewhat 
higher than is proposed in this bill but 
I recognize the limitations that are im-
posed on any benefit increases by the 
requirements of actuarial soundness and 
restraint in use of the taxing power. I 
will have more to say on the tax aspects 
of this bill later in these remarks. 

Another provision in the bill that I 
consider particularly meritorious con-
cerns the liberalization of the retirement 
test so as to give greater discretion and 
flexibility to our aged in combining pe-
niods of retirement and periods of some 
work. I have always believed that our 
elder citizens should be encouraged to 

imagedtin 
qaiyo u ainshg eia 
qualitydof ou Natio'shr thig miedical 
pestadarods.y tals shae theuio vie exv
pressyed todayttha theincluionlo serit
program may impair the ability to meet 
future cash benefit obligations. I will 
not belabor the point by reiterating the 
dangers and disadvantages that are in
herent in the mnedicare approach to the 
problem of assuring that our aged citi
zens receive adequate health care. Suffice 
it to say that H.R. 6675 would risk these 
dangers and impose these disadvantages 
needlessly. There is a better way and 
that better way is clearly provided by 
the alternative being offered by the Re
publican members of the Commiitee on 
Ways and Means. I1 support that al
ternative and urge others to do so be
cause of the many superior features this 
alternative approach provides. It is vol
untary, more comprehensive in cover
age, recognizes the principal of ability to 
pay, and is not financed by regressive 
payroll taxes. 

Mr. Chairman, I am a businessman 
and have worked all by adult life in the 
competitive world of our free enterprise 

ougrhealth proessions,tand ourl 
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system. I am also an employer. I know 
first hand what mounting tax burdens do 
to stifle the growth potential of business 
and the employment opportunities a 
growing business provides. It is in part 
because of my business background that 
I am gravely concerned over the payroll 
tax burdens that will result from this 
bill. We are proposing to tak-e almost $5 
billion more in taxes next year just for 
social security purposes. The present $1'? 
billion that we now collect in social se-
curity taxes will almost double by 1972 
and the total will continue to mount after 
that. Mr. Chairman, that is another 
reason why I am concerned over using 
the social security mechanism to finance 
medicare. I submit to my colleague 
there is a better way and we should adopt 
it. I will vote in favor of the motion to 
recommit H.R. 6675 with instructions to 
the Committee on Ways and Means to 
report the bill back to the House with 
that better way included, 

Mr. MILLS. Mr. Chairman, I yield 3 
minutes to the distinguished gentleman 
from Tennessee [Mr. FULTON]. 

Mr. FULTON of Tennessee. Mr. 
Chairman, during my campaign for the 
Congress In 1962 one of the most 'im-
portant pledges I made to the people of 
Tennessee's Fifth Congressional bistrict 
was a promise to vote for the medical 
care for the elderly program. The year 
was 1962. 

Last year, In 1964, it was necessary to 
renew that pledge because the House of 
Representatives had not had the oppor-
tunity to consider this program. 

As a candidate it was my belief that 
commitment to this program was all I 
could offer. 

However, it was also my belief that as 
a Member of this body I could contribute 
to enactment of this program in a more 
positive way if given the opportunity.
On January 7, of this year, my Demo- 
cratic colleagues gave me that opportu-
nity by honoring me with a seat on the 
House Ways and Means Committee. 

In the past several weeks it has been a 
privilege to sit with all the members of 
this committee in the deliberations which 
led to the writing of the bill now before 
US. 

As a result of those deliberations, 
guided by the skilled and very able lead-
ership of Mr. Chairman MILLs-with a 
rather surprising assist from some very
unexpected quarters-the committee has 
reported this bill which goes much fur-
ther in meeting health needs of our sen- 
Ior citizens as well as providing for their 
general welfare than any previously 
considered, 

We also must recognize the contribu-
tions made to this bill by such organiza-
tions as the Senior Citizens, the AFL-
cio, HEW, and the millions of Amer-
icans who have lent their. support by
word, letter, and deed. 

Members of the medical profession, 
hospital administrators, insurers, and 
other groups rendered constructive as-
sistance by providing the committee with 
very useful information, facts and data, 

it is a privilege and honor for me to 
rise in support of H.R. 6675. The pro-
grams and benefits in this legislation will 
contribute significantly to the solution 

of one of the major social concerns of our 
time, the needs of the elderly. In ad-
dition, it will provide that priceless
ingredient so important to secure retire-
ment with peace of mind by eliminating 
fear of economic deprivation through 
major illness and medical expense which 
constantly nags at the hearts of millions 
of Americans who are 65 or older. This 
bill will also free' millions of young 
Americans from the heavy financial 
burden they are forced to carry in 
financing the medical care of aged par-
ents and relatives, 

The CHAIRMAN. The time of the 
gentleman from Tennessee has expired. 

Mr. MILLS. Mr. Chairman, I Yield 
the gentleman 2 additional minutes. 

Mr. FULTON of Tennessee. Mr. 
Chairman, some 2 years ago, there were 
three major programs which I supported
in my campaign for Congress. Of those 
three programs one was the medical care 
for the elderly under social security, one 
was Federal aid to education, and one 
was equal opportunity for all of our citi- 
zens of the United States. Last year I 
had the pleasure of casting a vote for one 
of those major programs, namely, to give 
to every American equal opportunity,
Only 2 weeks ago I had the pleasure of 
voting for another of those major pro-
grams in my campaign, that is, a bill to 
give Federal aid to education, and today 
I am looking forward, as we close debate 
on this bill, to casting a vote on the third 
major program which I promised the 
voter in 1962. 

Mr. Chairman, once again it is an 
honor and a privilege for me to rise in 
support of this bill. 

Mr. BETTS. Mr. Chairman, I yield 
10 minutes to the gentleman from New 
York [Mr. HALPERN]. 

Mr. HALPERN. Mr. Chairman, I. rise 
to support the comprehensive legisla-
tion for health care now before the 
House. 

I believe without hesitation that 
passage of this bill as it stands reflects 
the opinion of the overwhelming major
ity of Americans. We are all familiar 

and beloved gentleman from Rhode Is
land, Aime Forand, in the sponsorship of 
legislation that pioneered the bill be
fore us. I have participated in the con
tinuing effort to win an effective health 
care program for the elderly. I cannot 
help but feel how thrilled our friend, 
Aime Forand, must feel today to see the 
cause he led so gallantly for years finally 
come within near realization. And it is 
significant to point out with the passing 
of time since the legislation's original 
Introduction the urgency of realistically
meeting the medical needs of elderly 
citizens has grown. 

I dare say the bulk of testimony and 
record that has accumulated on this one 
issue probably outweighs any other. We 
know that today only one-half -of the 
Nation's elderly hold hospital insurance; 
this percentage consists predominantly
of the very old, those In poor health, the 
unemployed, and those with the lowest 
incomes. 

And for those who are enrolled in 
commercial plans, the coverage is wholly 
inadequate to meet spiraling medical 
costs. The Special Committee on Aging 
of the Senate reported in July 1964 that 
only 1 in 4 older people hold insur
ance which the American Hospital As
sociation claims as adequate. 

A Bureau of the Census survey indi
cated that where one or both spouses
had been hospitalized during 1962, cou
ples had total medical expenses approx
imating $1,200, of which $600 represent
ed hospital costs. By this accounting,
hl ftemdclepne fteae 
are nonhospital items, and coincidental
ly, these items are precisely those which 
are inadequately covered through com
mercial plans. 

Thus the supplementary and volun
tary approach for nonhospital services 
in H.R. 6675 is appropriate and neces
sary.' The committee estimates that 
above the annual $50 deductible, the plan
will cover 80 percent of the patient's 
nonhospital treatment. 

We know that hospital costs represent 
with the many years of debate which has~ a substantial portion of the retiree's 
preceded floor consideration today, and medical expenses. The average cost per
I would hope that we are about to reach day for inpatient care, including room, 
a conclusive determination, boadcatind miscelanheos labororryoand 

I do not wish to detail the various ele- medpicatio fexpnes, reahesri$40aort more. 
ments of the bill, with which I am sureHoptleenshaerenbut7e
my colleagues are familiar. The legisla- 
tion offers four approaches: First, a hos- 
pital care program financed through 
increased payroll taxes; second, a volun
tary plan covering physicians' surgical 
expenses and other health services; 
third, an extension of the Kerr-Mills pro-
gram; fourth, improvements in the old-
age, survivors, and disability insurance 
program, 

The provisions are far reaching, 
There is no doubt that we are recog-
nizing a Federal responsibility toward 
the medical care of the elderly, though it 
is clear that this responsibility was al-
ready established through Kerr-Mills. 

Mr. Chairman, I have been privileged 
to sponsor and testify in behalf of like 
legislat~ion through the years of my serv-
Ice in the Congress. Since 1959, when 
I was privileged to be associated with 
our former colleague, the distinguished 

cent every year during the 1960's. The 
elderly use hospitals about three times 
otherc anagelbackes. yugrpepei 

Mr. Chairman, in summary, we are 
dealing with an age bracket wherein the 
need for health, care is most acute, but 
where the resources to meet the need are 
most lacking. In most cases, medical 
care represents an overwhelmingly large 
slice of their annual budgeting. And we 
are similarly aware that millions of peo
ple are unable to afford the kind of treat
ment they need. 

In 1960, 45 percent of those over 65 had 
an annual income of less than $1,500. In 
this bracket there Is almost a total lack 
of alternative financial resource in case 
Of emergency. 

There are endless statistics indicating
the stringent demands of the elderly for 
health care they simply cannot afford. 



7158 CONGRESSIONAL RECORD - HOUSE April 8, 1965 

H.R. 6675 similarly raises the benefits 
to a minimum $4, and also increases the 
permissible outside earnings for those 
receiving benefits. Widows at age 60 
would become eligible for actuarially re-
duced benefits. 

I am especially pleased that the bill 
contains a provision extending child's 
insurance benefits to age 22 to c'hildrp 
attending school or college beyond the 
age of 18. Last year and additionally in 
the present Congress I introduced 
amending legislation to accomplish this 
just objective, and it will greatly assist 
young widows with children who are 
faced with financing higher education; 
we know the ever-expanding urgency of 
education as a prelude to employability. 
This provision will take effect on Janu-
ary 1, 1965, and approximately 295,000 
children will become eligible for these 
education benefits. 

H.R. 6675 additionally corrects an in- 
equity which has long burdened an im-
portant employee segment of the econo-
my. Tips paid an employee have always 
constituted taxable income; yet the So-
cial Security Administration has been 
reluctant to consider tips as wages for 
social security Purposes. Since a waiter's 
salary is depreciated in adjusting to tips, 
he has found himself in the lowest so-
cial security scale. H.R. 6675 rectifies 
this injustice by providing for the re-
porting of tips for social security pur-
poses. 

In returning momentarily to the 
health. care portions of the bill, H.R. 
6675 additionally authorizes $5 mil-
lion for fiscal 1966 for child health 
and maternal services; amounts are au-
thorized for crippled children's service 
and for grants to educational institu-
tions to train professional personnel in 
the care and health of disadvantaged, 

particuarly-rtarded, H"-h-ldrn. 

is authorized to initiate a 5-year pro-
gram, in cooperation with State health 
authorities, for projects providing broad 
health care to children of especially low-
income f amilies, 

Mr. Chairman, this is comprehensive 
legislation offering the Nation's elderly
the whole panorama of health care so 
that they may live out their lives in 
reasonable comfort and dignity. I am 
convinced that the bill does not jeop-
ardize the valued and important doctor-
patient relationship; the choice of doctor 
is left completely to the enrolee. The 
bill does give the aged the necessary re-
sources to secure needed medical care, 
and I do not believe this violates any 
professional or private ethic. 

This Nation has advanced momen-
tously in the field of medical science. No 
other people can boast of comparable 
knowledge and facilities. The cost of 
this expertise is steadily increasing. Does 
this mean that only the well-to-do, only 
those with sustained income in their 
later years, are eligible to receive health 
services? Illness does not discriminate 
between rich and poor, though we do 
know statistically that lower income 
-families are more susceptible to almost 
every kind of sickness. 

Medical attention, I must insist, is not 
a common retail commodity. In the 
final analysis we are dealing with peo-
ples' livps, and with the health of the 

body politic. This is the real issue. We 
have amassed steadily distressing evi-
dence that the overwhelming majority
of older people cannot afford proper care 
when illness and emergency strike, and 
this is a legitimate interest of the na-
tional government. 

The system prescribed in H.R. 6675 
can work if we apply it intel1igently anid 
with prudence. I urge the House to take 
this necessary step and pass this legis-
lation. 

Mr. HORTON. Mr. Chairman, will 
the gentleman yield? 

Mr. HALPERN. I am Pleased to yield 
to my distinguished colleague, the gen-
tleman from New York. 

Mr. HORTON. Mr. Chairman, I take 
this opportunity to rise to commend the 
chairman of the committee and the 
members of the Committee on Ways and 
Means for the excellent work they have 
done on this bill and also to take this 
opportunity to indicate my support for 
H.R. 6675. 

THE PROBLEM 

The primary problem of America's 
senior citizens is how to meet the costs 
of health care at a time when income is 
lowest and potential or actual disability 
is highest. 

Two factors are present in this prob-
lem. First, the aged population of our 
country is growing considerably; there 
now are approximately 18 niiliion people 
in the United States who are over the 
age of 65. Second, rapid progress in 
medical science has not been paralleled 
by the economic progress of older citi-
zens; they are caught in an increasing 
squeeze between sharply reduced income 
in retirement years and increased medi-
cal expenses. 

Let us look for a moment at the di-
mensions of this second factor, namely, 
Elie heavy medical costs of old age when 
incomes typically are low, 

Based on comparable family circum-
stances, income for the over-65 age 
group is less than half that earned by 
younger people; yet, health costs for the 
older Americans are twice as much. 
Fully half of the aged couples have 'in-. 
comes of under $2,800 annually. The 
average senior citizen living alone-and 
one out of every four over 65 does-has 
little more than $1,200 a year. 

On the other hand, medical care costs 
have doubled since 1947. Daily hospital 

Statistical evidence reveals that four 
out of five people over 65 have a disa
bling or chronic condition. Further, 
they go to the hospital more frequently 
and stay twice as long as those in the 
under-65 population. 

Among the aged of this country, there 
is very little freedom from the fear that 
serious ilUncss will wipe out their finan
cial resources. The choice is between 
going without needed medical attention 
or exhausting their, savings for it and 
then living out their lives dependent on 
others or as public charges. I think we 
can agree this is not a desirable choice. 

PROPOSED SOLUTIONS 
For the past 20 years, there have been 

proposals before Congress to establish 
some system for national health care. 

In 1950, the Social Security Act was 
amended to authorize Federal participa
tion in the cost of medical care benefits 
made available to the needy aged under 
State and local welfare programs. Sev
eral times since then Congress has 
extended and expanded Federal support 
of these programs. 

The most significant of these improve
ments was the Kerr-Mills Act of 1960. 
This authorizes matching payments to 
the States to aid in financing medical 
care for aged persons. An individual's 
eligibility is based on a means test and 
administration is through public assist
ance agencies. These two elements of 
Kerr-Mills are considered its Chief 
stumbling block. 

Therefore, proposals for a national 
health insurance program financed by 
payroll deductions, similar to social se
curity, have been heard more and more. 

These measures for a health care pro
gram financed under social security 
commonly are called medicare. But 
while the name is the same, their legis
lative language over the years has varied 
widely. Since 1961, this kind of legisla
tion, also, ha's carried the name King-
Anderson, after its two principal con
gressional sponsors. 

THE PENDING POPOSAL 
While H.R. 6675 has medicare in it, it 

also is much more. In fact, the bill is a 
five-part measure. 

Tefrtpr el ihhsia n 
nursfing t aitihoepartealforhourseldely 
znusin These baenefits wourldberlpaidtou 
zn.Teebnft ol epi u 
of a separate trust fund to which pay-

service charges have tripled durin thatmet would be made from payroll de-
same postwar period. Additionally, 
hospitalization insurance premiums 
have shown a 100-percent increase since 
1952, an increase greater than any other 
Impratie nth osmrpiethis 
index. 

The reasons for these higher costs are 
real.. New advances in the healing 
arts-new medical techniques, new 
drugs, new progress in therapy-have 
multiplied man's ability to control an 
conquer disease. Still, these strides 
have been expensive and 'part of the 
expense must be borne by the bene-
ficiaries. 

As would be the expected result of this 
imbalance between science and economn-
ics, the impact of higher medical costs is 
felt most heavily by the aged. They re-
quire more medical services than the 
younger population and for longer times. 

dcin.It is strictly a hospital insur
ance program. No doctors' bills or other 
related medical services are included in 
the benefit provisions made available by 

part. 
The second part of the bill offers older 

people the opportunity to participate in 
a medical insurance program to help 
them p~ay physicians for the cost of treat
ment. This is voluntary. If a person 
wants this coverage, he signs up for it, 
pays a monthly premium, and the Fed
eral Government matches his contribu
tion from general revenues. 

The third part revises and improves 
the benefit and coverage provisions of 
the present social security old-age, sur
vivors, and disability program. 

The fourth part expands existing pro
visions of medical assistance for the 
needy aged. It will bring better benefits 
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to more people through Federal-State 
cooperation. 

The fifth and final part deals with 
added amounts of money to be provided
the States from the Federal Treasury 
to serve mentally retarded, maternal and 
child health, and crippled children pro-
grams, 

At this point, I would like to high-
light the principal provisions of each 
part. 

PART I-BASIC HOSPrTAL INSURANCE 

The plan would pay for-
Inpatient hospital services for up toI 

60 days for each period of illness, with 
the patient paying the first $40. All 
Services usually furnished by a hospital 
are covered; 

Posthospital care for up to 20 days 
per illness after a minimum of 3 days
in the hospital. For every day the per-
son's hospital'stay was less than the 60 
days, he would be eligible for 2additional 
days of this nursing home care, up to a 
maximum of 80 days.

Outpatient hospital diagnostic serv-
ices. The patient would pay the first 
$20 for these services provided by the 
same hospital during a 20-day period.
If within 20 days of his receiving such 
services, he should become a hospitalized
patient, the $20 would be credited against
the first $40 requirement.

Up to 100 home visits for health care 
by a visiting nurse or similar specialist 
after the patient was discharged from a 
hospital or nursing home, 

Under the terms of the bill, the hos-
pital benefits would become effective on 
July 1, 1966, and -the other benefits on 
January 1, 1967. 

The financing of the program would 
come from a payroll tax levied uniformly 
on employers, employees, and the self-
employed, 

It would begin at 0.35 percent in 1966 
and increase to 0.80 percent by 1987. 
Additionally, the earnings base to which 
the tax would apply is increased from the 
present $4,800 to $5,600* a year in 1966 
to $6,600 In 1971. 

For those not covered by social security 
or railroad retirement, general revenue 
would support the system.

The payroll taxes and general revenues 
go to a separate hospital insurance fund 
in the Treasury.

Administration of the plan would be 
by the Health, Education, and Welfare 
Secretary with assistance from the 
States and private organizations and ad-
vice from an Advisory Council created-by
the-bill. 

PART 2--SUPPLEMENTAL MEDICAL INSURANCE 

This is a voluntary plan to provide
physicians and other medical and health 
services. Three-dollar monthly premium 
payments by individual participants 
would be matched equally by the Federal 
Government out of general revenues, and 
after an annual deduction of $50, would 
pay for 80 percent of these costs-

Doctors' and surgeons' services pro-
vided in the hospital, clinic, office, or 
home. 

other medical and health services, in 
or out of an institution, including X-rays,
laboratory tests, EKG's basal metabol-
ism readings, radium and isotope
therapy, surgical dressings and casts, 

artificial limbs and eyes, certain am-
bulance services, and certain equipment
rentals. 

Hospital care for mental illness up to 
60 days per confinement, with a maxi-
mum lifetime benefit of 180 days.

UP to 100 home visits each year with 
no prior hospitalization requirement.

A social security allotment is au-
thorized for payment of the individual's 
$3 monthly premium payment. 

The bill sets up periods for enrollment 
In each odd-numbered year from October 

to December 31. Special periods also 
are' established at the start of the pro-
gram. The benefits would become effec-
tive on July 1, 1966. 

Again, the Secretary of Health, Educa-
tion, and*Welfare would be responsible
for administration of the program.
Private insurance carriers, under con-
tract, would carry out the major aimin-
istrative functions, such as determining 

6675 are very comparable to those I of
fered on February 17 with my introduc
tion of H.R. 5039. These provisions in 
many respects are based on the bill we 
passed here in the House during the 88th 
Congress and which also cleared the Sen
ate in the last Congress. Of course, that 
measure never left conference owing to 
the disagreement over the Senate's addi
tion of a health benefits amendment. 

PART 4-KERR-MILLS 

Another principal section of this bill 
extends and expands the existing Kerr-
Mills program of Federal assistance to 
State programs providing medical help 
to needy older people. This enlargement
will be used to increase the Federal 
matching share from the present maxi
mum of 80 to 83 percent, and also to 
cover medical costs for the needy who 
nwrciehl ne h eedn 
nowldreceiv helpndunde thabed dpendents
chilRen blind,HAndH diAblD progrCAmSS.AC

rates of payment and fund disbursement.PAT5CIDELTANPBICSITNE 
A separate section of the supplemental

Plan also affords a tax deduction for tax-
payers of all ages amounting to one-half 
the cost of premium for medical care in-
surance. This would be in addition to 
presently permitted deductions-' for 
medical costs, 

PART 3-SOCIAL SECURITY 

The 30.-year-old social security pro-
gram of monthly benefits for those-who 
are retired, disabled, or survivors is im-
proved under H.R. 6675. Benefits are 
increased across-the-board for some 20 
million people. They would be made 
retroactive to January 1, 1965. 

In terms of dollars, the monthly bene-
fit range for 1965 would go from the pre-
sent $40 to $127 to a new $44 to $135.90. 
In 1966, the maximum monthly payment
would increase to $149.90. In 1971, it 
would be $167.90. 

Additionally, the bill sets these new 
benefit-s-

Continuation to age 22 for covered 
children where the beneficiary attends 
school full time. The present age limit 
is 18. 

Widows' eligibility beginning at age
60, rather than 62. 

Disability coverage if a covered work-
er has been totally disabled for 6 con-
secutive months. 

Reduction of minimum covered work 
requirement for people 72 and older or 
their widows, 

Increased outside earnings limitation 
and the exemption of certain income for 
determining earnings,

Coverage for divorced wives or widows 
if married to an eligible Worker for at 
least 20 years. 

New coverages also are added in the 
bill. These take in self-employed physi-
cians, farmers, and those employees re-
ceiving tip Income, 

The bill revises the rate schedule for 
employer-employee contributory flnanc-
Ing in graduated steps from the present
3.6 to 4.8 percent by 1973. In line with 
the basic hospital insurance section, the 
annual earnings base for computation of 
payroll deductions is enlarged from the 
present $4,800 to $5,600 on January 1,
1966, and to $6,600 in 1971. 

I want to point out that the provisions
in this social security section of H.R. 

The bill provides more Federal funds 
for a number of child health programs
presently authorized and also adds new 
care and services for youngsters from 
low-income families. The Federal share 
for all State public assistance programs
is increased. Further, the present lim
itation on Federal participation in pub
lic programs aiding patients in tuber
culosis and mental hospitals is removed. 

COMMITI'EE ACTION 

The Ways and Means Committee 
brought forth H.R. 6675 as a more coin
prehensive measure than any one of the 
single legislative proposals which had 
been introduced for Committee consider
ation. Arid, there were many proposals.

In some senses, H.R. 6675 borrowed 
from a number of the plans proposed for 
aged health care. 

The Byrnes bill to establish a national 
health insurance program for hospital
and medical care is found in the supple
mental system of insurance for doctors' 
services. While this bill also sought a 
similar system for hospital care costs, the 
committee chose a payroll tax for this 
area. 

Thus, a dual approach is in H.R. 6675: 
basic hospital care is financed by a pay
roll tax to let a person in his working 
years pay into a trust fund; and for sup
plemental medical care, the individual 
can elect to contribute into an insurance 
fund when he gets to be 65, putting up 
one half the cost of premiums and hav
ing the Federal Government match that 
from general revenues. 

I understand the committee also con
sidered the eldercare proposal for a 
health insurance program in which gen
eral revenue funds from the Federal 
Government could be used to match 
State grants to buy private insurance 
Coverage. This plan requires the indi
vidual to participate in the premium pay
ments based on his means. 

But, eldercare is not before the 
House for a vote, save for its suggestions 
on Kerr-Mills expansion to the needy
aged. These, as I have outlined, are very 
much a part of H.R. 6675. 

Other programs, too, that came before 
the committee are not up for debate and 
decision. The question then is whether 
H.R. 6675 shall be accepted or rejected. 
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CLOSED RULE 

This "take it or leave it" situation is 
the, result of the pariamentary Proce-
dure customarily employed for House 
consideration of tax, tariff, and social 
security legislation. In order to ward 
off piecemeal amendments that could 
threaten the overall structure of such 
complex bills-and H.R. 6675 runs 296 
pages-the rule allows no amendments. 

There is, in the -so-called motion to 
recommit, one opportunity to alter a bill 
considered under a closed rule, 

In this instance, the motion to recoin-
mit would substitute in place of the 
basic hospital insurance plan-which
H.R. 6675 finances via a payroll tax-the 
type of financing found in the bill's sup-
plemental plan; namely, premium pay-
ments by those over 65 to be matehed 
from the Treasury and on a voluntary
participation basis, 

Because the basic plan is intended as 
as minimal benefits plan-a floor of coy-
erage-I believe the bill's basis is sound 
and sensible. It is not comparable with
the supplemental medical insurance sec-
tion and should not be intermixed, 

As I pointed out earlier, there is a pri-
ority need to set a minimum standard 
for basic hospital care 'available to all 
older Americans. Because it is so funda-
mental, I believe it clearly fits our con-
cept of providing Government-protected
insurance, financed during working years

forseurtyinreirmet eas.part
Prolonged hospitalization impvosing a 

despairing drain on personal anid family 
resources is the one single threat to our 
present pensioners which to date we have 
not solved satisfactorily. To insure their 
independence, I feel it is appropriate and 
accurate to build this floor of coverage
through the formula of payroll deduc-

to represent, on the opposite side of each 
one of those three issues, and we are both 
here. So that does not prove a thing.

Mr. Chairman, the provisions of this 
bill have been pretty well covered both 
pro and con in the debate and anything
that I will say will certainly, at least to a 
degree,,be repetitive,

Mr. Chairman, my Problem with ref- 
erence to. this bill is not one of whether 
we should' go into a program of medical 
and hospital assistance. Even though it 
is going to be an expensive program, I 
believe it is necessary. -Any doubts that 
I have about this bill stem from the 
method of financing the hospital care 
Portion Of it. 

Mr. Chairman, I have never believed 
that hospital care should be financed 
truhsca euiytxs I have 
had some very illustrious company in 
my beliefs, including the beloved and 
distinguished chairman of our committee. 
This bill sets up a slightly different ap-
proach in that there is a separate trust 
fund and the tax is not called a social
security tax. What name is bears, how-
ever, does not make any difference. It 
is, as is social security, a payroll tax and 
as such bears more heavily in proportion 
to income against people in the lower 

mittees, that they have the votes to 
demand and receive the "gag" rules they 
want from the Rules Committee for the 
consideration of any bills, and that they
have the votes to pass any legislation-
in the form they decree-they want to 
pass. These matters were decided in a 
majority of the congressional districts by
the electorate in those districts last 
November. However, in making this 
decision, I doubt very seriously whether 
they voted for this Housa to abdicate its 
responsibility to at least properly con
sider and amend legislation before 
"rubberstamping" it. 

Certainly the American people will 
long remember the procedure being used 
t asti oploy iie optl
ization plancoftenoryreferred aosp"medi
care." Every working man and woman 
wilrmmech hapicessi o 
cial security taxeshcalldporincr this bill.o 
Thelsecugood paeopl wllbed asking-aisbil 
amesason teoday-whyl the adming-stra
tio asknd oaywy backernstwrehemdiae 
to n h eiaebceswr
afraid to let this so-called mnedicare part 
by titseblf-ore under per-eato lheas af rule 
byisl-o tinme lenasunde be voted uper
mitnut mnmnt-adbevtdu 
the afrai of? meits. suhat goodIfs this 

many people who are in these lower 
brackets could be sold on the idea that 
they should pay a proportionately larger

of the bill, especially when a part of 
their money will be used for the purpose
of paying hospital bills for people who 
are well able to Pay these bills them-
selves. This simply cannot be justified 
to the workingman back home-and I 
for one do niot believe that the majority
of them do favor this method of financ-
in.which 

income brackets. I do not see how sothyariofItisssuhagd
plan, it could have withstood House 
scrutiny and amendment, Instead, med
icare has been made a part of a com
prehensive three-part bill labeled the 
"Social Security Amendments of 1965,"
making it necessary for a Congressman 
to vote yes on medicare in order to be re
corded as voting yes on the other two 
parts of this bill and Presented to us 
uner a no-amendment rule. 

Personally, I favor the title in this bill 
amends the existing Social Secu

ity Act and increases benefits. The 
Hous-e passed a bill, las-t Seson.hil 
Supported containing most of the amend
ments provided for under this title. Un
fortunately, these benefits were demied our social security recipients last year
when the bill died in the conference after 
the administration insisted on attaching 
medicare to it. -In fact, I favor a greater
increase in social 'security benefits than
the 7-percent increase with a $4 minimum as provided for under the bill we 
are now considering. However, the "gag"
rule which has been imposed upon us 
by the Democrat majority precludes us 
from even attempting to increase these 
benefits. Now, may I ask how much good
will a4amoth increase be to a social 
security recipient in these inflationary
times? Anyone who has been to the grocery store lately can answer this question. 

I also favor the other title in this bill 
which incorporates the Republican plan
to permit our senior citizens to subscribe 
to a voluntary insurance program to pay
physicians' and other medical and 
health services at a cost of $3 per month. 
Why the administration has agreed to a 
voluntary medical program-the cost of 
which is not placed on the working men 
and women through increased social 
security taxes and has steadfastly in
sisted on a compulsory hospital plan~
financed by higher social security taxes 
is more than I can understand. 

tions into a separate and distinct insur - Ifteei rbe nti ra n 
ance fund, there is, itis a problem of all the people

FINAL PASSAGE in this country, and It should be paid for 
Mr. Chairman, I believe in the merits by all of the taxpayers in this country.

of hismeaureelive ts assgeI am in favor of theI 
adcnitsipassag across-the-boardoftis mreasure Ibelieve social security increases. I am in favor

nwil scureatea clmateiand conditnionro of most of the other social security pro-
nmewicasecrt fo iloso eirvisions that have been added to the bill, 

The enactment of H.R. 6675 will estai-
lish a meaningful program of hospital

and edicl fr elerlisurace te an mdca frthnsrnc ldry 
aendral serie of othr betineft frteof 
generalfood, of ourl Nati on.t nwr 

for its strength .and soundness in the 
days to come, 

(Mr. HORTON asked and was given
permission to revise and extend his re-
marks.)

Mr. MILLS. Mr. Chalrman, I yield 5 
minutes to the distinguished gentleman
from Florida [Mr. HERLONG]. 

(Mr. HERLONG asked and was given
permission to revise and extend uis 
remarks.) 

Mr. HERLONG. Mr. Chairman, I had 
not intended to speak on this bill and 
I do so even now with some reluctance. 

Mr. Chairman, I certainly do not mind 
speaking out what I think on a matter, 
and with' reference to the statement 
made by the gentleman from Tennessee 
[Mr. FULTON] a few mnoments, ago as to 
the measures on which he campaigned, I 
must say that I campaigned in the con-
gressional district, which it Is my honor 

I like the voluntary insurance program
and expansion of the Kerr-Mills pro-
gram that are included, but I still do notlike the very unfair payroll tax method 

paying for hospital benefits. 
I therefore expect to vote for the mo-

tion to recommit, which gives all the 
benefits I favor, but does not include the 
payroll tax method of financing, 

Mr. BETTS. Mr. Chairman, I yield 10 
minutes to the gentleman from Ohio 
[Mr. LATTA]. 

(Mr. LATTA asked and was given per-
mission to revise and extend his 
remarks.) 

Mr. LATITA. Mr. Chairman, H.R. 
6675 is a three-part bill and this House 
should have been permitted to have 
worked its will on each one of its parts,
For this House to be denied the oppor-
tunity to amend such a comprehensive
bill-denied even the opportunity to, 
strike one of its titles--is beyond belief, 
The Democratic-minded American peo-
ple will never believe it. I well realize 
that our Democrat friends hold more 
than a 2-to-i majority in this House, that 
they have a 2-to-i majority on all corn-
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Mr. Chairman, I have just sent a ques- 
tionnaire into my district posing ques-
tions on this legislation and I can say 
without a shadow of doubt that a great
majority of the people in the Fifth Dis-
trict of Ohio do not favor a compulsory
hospitalization plan financed by in-
creased social security taxes. In fact, 
of the more than 15,000 questionnaires
already returned to our office, not quite
20 Percent of those voting in favor of a 
hospitalization plan favored medicare. 
When one considers that almost 43 per-
cent of those returning questionnaires 
to date indicated they did not favor 
any interference by the Federal Govern-
ment into this field, you can readily
comprehend how little support there 
is in the district for this compulsory
medicare plan. Now, why do they ob-
ject? First, the people of the Fifth 
District of Ohio dislike compulsion. 
Second, the working men and women 
object to the increase in social security 
taxes. Third, the people of the district 
fear that mnedicare will lead to socialized 
medicine and a decrease in the quality
and availability of medical and hospital
services. Mr. Chairman. I could com-
ment at length on each of these objec-
tions but the time allotted me will not 
permit. Let it suffice then for me to say
that I know how much it costs to main-
tamn a family and I know that a family 
man making $5,600 annually cannot af-
ford the overall $69.60 increase in his 
social security taxes next year as called 
for in this bill. Neither will he be able 
to pay $323.40 in social security taxes 
in 1971 if his earnings reach $6,600. 

If this administration is bound and 
determined to saddle the country with 
its mnedicare plan, the least it could do 
would be to find some other method of 
financing it instead of putting it on the 
backs of our working men and women 
and those responsible for their jobs.
The administration could even do the 
unexpected and call a halt to some of 
its wasteful spending and finance it out 
of current revenues, 

Mr. Chairman, I am deeply sorry that 
the parliamentary situation under which 
we are operating will not permit a vote 
on the eldercare bill by this House. The 
people in my District voting for a hos-
pitalization plan overwhelmingly favored 
eldercare over medicare. I would have 
liked the opportunity to cast my vote for 
eldercare. This opportunity will not 
present itself today. I, therefore, intend 
to support the motion to recommit this 
bil to the Ways and Means Committee 
with instructions to substitute the vol-
untary Byrnes hospitalization plan for 
the medicare title and to include the 
other two titles of H.R. 6675. Everyone
in this House is well aware of the fact 
that the motion to recommnit will be the 
crucial vote on this bill. The vote on 
final passage will be anticlimactic as-
this bill is going to pass-with or without 
my vote. Believing as I do that mnedi-
care is the first step towards socialized 
medicine in America, I intend to vote 
"no" on final passage. I do so with 
great reluctance as I am in favor of the 
other two titles in this bill but the "gag"
rule under which we are considering this 
bill has made it impossible for me to cast 

my "yea" votes for them. To do so by
voting for medicare, is a condition I re-
fuse to accept. 

Mr. Mills. Mr. Chairman, I yield
such time as he may require to the 
gentleman from Ohio [Mr. FEIGHANJ1. 

Mr. FEIGHAN. Mr. Chairman, I con-
gratulate the very able and distinguished 
chairman, the gentleman from Arkansas 
[Mr. MILLS], and the members of the 
Ways and Means Committee for bringing
H.R. 6675 before the House for action. 

This legislation results from many
months of public hearings and thorough
study of all the issues invovled in meeting
the most urgent medical needs of the 
aged. To say that the purposes of this 
legislation have been the subject of long, 
at at times, bitter controversy, is to un-
derstate the case. To say that the legis-
lation now before the House represents
substantial improvements in actual bene-
fits, over and above the proposals set 
forth in the medicare bill, is a fair state- 
ment of the case. 

The able chairman of the committee, 
Mr. WILBUR MILLS, deserves the gratitude
of millions of Americans whose need for 
the medical services provided for in this 
legislation is well known. They have 
Waited long for this action by Congress, 
and they have worked diligently to turn 
the spotlight of truth on all aspects of 
the problem. Their patience and their 
labors are about to be rewarded by enact-
ment of forward-looking legislation
Pointed at providing a remedy for the 
most urgent medical needs of our senior 
citizens, 

H.R. 6675 provides for a coordinated 
approach for health insurance and med-
ical care for the aged under our time-
proven Social Security Act. The basic 
plan gives the aged protection against
the costs of hospital and related care. 
This is supplemented by a voluntary 
plan which provides payments for phy- 
sicians and other medical and health 
services. Through this method the indi-
vidual has a free choice as to the extent 
of medical insurance desired while at the 
same time being protected against the 
basic and larger costs of hospitalization
and related care. 

The bill also provides for expanded
medical assistance programs for the 
needy, including the aged, blind, dis-. 
abled, and families with dependent chil-
dren. 

These Provisions alone argue for the 
passage of H.R. 6675. Some 17 million 
insured individuals and 2 million un-
insured will qualify for the basic bene- 
fits involved by July 1, 1966. Further, 
an estimated 8 million needy persons
will qualify for new or increased medical 
assistance, through the revised Kerr-
Mills program, 

H.R. 6675 provides other benefits 
through long overdue changes in key
provisions of the Social Security Act. 
During the 88th Congress and again in 
this Congress I have introduced specific
legislation to: 

First. Increase widow's benefits and 
benefits to surviving children of deceased 
insured workers, 

Second. Permit Payments of child's in-
surance benefits after the age of 18 years
in the case of a child attending school. 

Third. Increase allowable earned in
come by retired workers. 

Fourth. Increase old-age survivors 
and disability insurance benefits. 

H.R. 6675 incorporates these changes 
which I have sponsored. It provides for 
an across the board increase of 7 per
cent in benefits to widows and surviving 
children and to old-age survivors and 
disabled persons. It is estimated that 
20 minlion Americans will be the bene
ficiaries of this increase in monthly 
payments. The change authorizing pay
ments of child's insurance benefits after 
18 years and up to the 22d year, for those 
attending school, is expected to help
295,000 surviving children of deceased 
workers. By raising the ceiling on allow
able earned income of retired workers, 
conditions of life for many of our aged
citizens will be Substantially improved. 

I thank the committee for its favor
able action on these amendments to the 
basic provisions of the Social Security 
Act. They are in tune with the times, 
they are realistic in terms of the needs 
of our people, and they deserve enact
ment by this Congress. 

For these reasons I will vote for and 
urge passage of H.R. 6675. 

Mr. MILLS. Mr. Chairman, I yield 
such time as he may desire to the gentle
man from Missouri [Mr. RANDALL). 

(Mr. RANDALL asked and was given
permission to revise and extend his 
remarks.) 

Mr. RANDALL. Mr. Chairman, I rise 
in support of H.R. 6675 as reported by
the Conmmittee on Ways and Means. 

Before proceeding further, I wish to 
express my appreciation on being given 
this time to express some thoughts in 
connection with this measure. First, I 
think our great chairman of the Coin
mittee on Ways and Means deserves the 
commendation of everyone because of 
the leadership he has exhibited these last 
few days and because of the years of 
hard work he has devoted to hearings 
upon the several different proposals for 
hospitalization insurance and medical 
care for our senior citizens. Compli
ments are also due every member of the 
Committee on Ways and Means for the 
several months of hard work they have 
just finished. They have reported a bill 
that most Members will find it possible 
to support. 

Correspondence on the general subject
of medical care for the elderly has been 
coming into my office in substantial 
volume during eac hof the 6 years I 
have been a Member of the Congress 
starting with the Forand bill back in 
1959. This mail has not simply been in 
an amount of hundreds but in the vol
ume of thousands of letters. In answer 
to this large volume of correspondence 
I have tried to be consistent over the 
years when I have repeated I would not 
blindly oppose legislation of this type
because in my opinion its passage was 
inevitable. Instead, I have said I would 
try to contribute to an improvement o& 
these measures in a way or manner that 
would be acceptable to those who had 
written in opposition. In most of this 
mall I pointed out I thought there was 
some room for an improved plan of ad
ministration and that there should by 
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all means be some alternatives, choices 
or options left to the recipient and the 
entire Plan should not be compulsory 
without the benefit of some preference
of selection or latitude as to choices.. As 
the hearings of the last 2 muonths pro-
gressed, it became apparent that the 
committee would request a closed rule 
and that this would mean Members 
would be cut off from offering amend-
ments to the bill when it reached the 
floor of the House. Knowing this might
be the case, the only avenue that re-
mained was to urge the members of the 
Ways and Means Committee to set up
alternatives or choices within the frame-
work of the legislation, before finally re-
porting it from committee. 

over the past weeks I have made re-
peated contacts with members of the 
committee urging such optional plans.
It is my belief that dozens of other Mem-
hers of the House followed this same pro-
cedure. Anyway, the Ways and Means 
Committee finally camne up with a bill 
that provided not only for basic hos-
pitalization program but also set up an 
optional or voluntary supplementary 
medical program which was made avail-
able on a purely voluntary basis regard-
less of whether or not a person were 
eligible for social security or railroad re-
tirement or other benefits. 

While the cost to the individual was 
established by actuaries to be $3 per
month a person was left free to partici-
pate in this program or refuse it and cer-
tainly there was nothing about this part
of the plan that was in any way compul-
sory or involuntary. Under the supple-
mentary plan, the Secretary of the De-
partm~ent of Health, Education, and Wel-
fare is authorized to enter into an agree-
ment with any State before July 1, 1967. 
The bill provides that either a State 
agency may act as a carrier in the State 
with respect to this supplementary plan 
or may enter into an agreement provid-
ing for another carrier so that insurance 
benefits, coinsurance and other items 
can be paid under the benefits provided
in the supplementary plan. 

I am sure that all of you who had pre-
ferred the inclusion of alternatives are 
thankful and grateful to the, committee 
for the form and content of the measure 
they reported, 

Almost any proponent would admit the 
bill is not perfect. As a matter of fact 
that is true of nearly everything in the 
world. There are not very many dia-
monds that are exactly perfect. Just 
about every one of them has some kind 
of a flaw. Our brilliant sun which is 
the center of our solar system is not per-
feet. It has its sun spots. There is so 
much good in this bill that it is like a 
large piece of gold surrounded by some 
of the baser metals. The gold will never 
rust. It will always be there to shine 
through. In like manner, the great mer-
its of this bill will always shine through
its slight imperfections. 

In some recent c orrespondence I re-
ceived in my office writers have sug-
gested I had already reached a decision 
and it was useless to write in opposition.
Well, as I have stated over the years, I 
favored some kind of a workable plan,
But my mind was never Made up until 

this bill was finally reported and until 
after I had an opportunity to study all 
of it and in particular its three princi-
pal parts including the basic hospitaliza-
tion program; the optional supplemen-
tary medical program and the other 
provisions including increased social 
security benefits and liberalized disabil-
ity benefits as well as improvement in 
the Kerr-Mills program. But after a 
clean bill was filed as H.R. 6675 and the 
accompanying report was printed the 
longer I studied it with its many, many
beneficial provisions the better it seemed 
to become, 

Mr. Chairman, one wonders quite fre-
quently whether any of the debate here 
in the Committee of the Whole ever 
changes the viewpoint of a single Mem-
ber. Yet I have a feeling this bill might
be an exception because I know I have 
talked to several Members who are sort 
of on the fence or wavering whether to 
vote for or against this bill on final pas-
sage. Many of them would prefer to be 
in favor of the bill but their mail has 
been so heavy in recent weeks against
the committee report and in favor of 

workers; increase maternal and child 
health services and for crippled chil
dren's service. Even the Kerr-Mills pro
gram was extended and expanded to in
clude not only the indigent aging but 
added the requirement that States pro
vide a flexible income test for eligibility. 

Yes, Mr. Chairman, when more people
become more familiar with the multiplic
ity of benefits contained within the sev
eral parts of this bill all of which con
tribute to supplementing its major
provisions, I would say to those Members 
who may be harboring the thought of 
voting against this bill You will be held 
accountable or responsible for partici
pating in an effort to deny to the people
all of these good things. 

It is my considered opinion that before 
too long the present opponents will wake 
up to the good things they have not been 
told about in this bill and when they do 
they will never forgive those Members 
who are against this bill today. 

Mr. MILLS. Mr. Chairman, I yield
such time as he May require to the gen
tleman from California [Mr. CAMERON]. 

Mr. CAMERON. Mr. Chairman, I 
what ha's been called eldercare or in ~want to join with my many colleagues
favor of the Byrnes substitute that they
have considered opposing the bill on 
final passage, 

Over the years I am certain the ma-
jority of those who corresponded with 
this office have favored some type of 
health plan for the elderly. In recent 
weeks, those in favor have neglected to 
write and our mall has been quite sub-
stantial against this bill. Some have 
freely and frankly admitted they have 
been asked to write by their physician,
Others have Joined in a petition that 
has been circulated by office employees 
or clerks in the offices of physicians,
Some of the letters came from those 
who have been urged to write by their 
physician and state quite candidly and 
freely they have not had a chance to 
become familiar with the entire content 
of the bill but nonetheless went ahead 
to urge our opposition,

Although I have answered all of these 
letters I would like to say for the record 
that it is my opinion that these same 
people who are now opposed because they
have been asked to be opposed by some-
one, will later become more familiar with 
the pro-visions of this bill. After it has 
been fully explained to them, I predict
they will be glad the bill was passed by
the 'Congress. 

I hazard the prediction when these 
very same people who are opposed today 
to the bill because of lack of information 
about it, will in a short while learn about 
the layer after layer of benefits it con-
tains. They will discover there are so 
many good provisions in H.R. 6675 that 
these people who have in recent weeks 
voiced their opposition will in the months 
ahead say that they were wrong and be 
truly grateful that the bill passed this 
body and is on its way to becoming law, 

To enumerate a few of the provisions
these include an increase in social se-
curity benefits by 7 percent; the estab-
lishmeint of a new minimum; the op-
tional benefits for widows at age 60; the 
liberalization of eligibility requirements 
for about 155,000 presently disabled 

who have today paid tribute to the chair-
Man of the Ways and Means Committee, 
the gentleman from Arkansas [Mr.
MILLS]. He and his committee have 
truly brought before the House a monu
mental piece of legislation that will vir
tually enshrine his and his comamittee's 
efforts in the hearts of all Americans. 

I also would like to pay tribute to you,
Mr. Chairman, for the manner in which 
you have conducted this Committee of 
the Whole House, and the honor that 
Your chairmanship pays to your late, 
esteemed father. I remember full well, 
when shortly after I was discharged
from the Marine Corps in 1946, joining 
a speaker's bureau on behalf of similar 
legislation which your father had infrn
duced in this body. I a-m_su~re _th~a~t as 
the Committee rises tonight you will feel 
a sense of satisfaction, knowing that the 
work which your father began over 20 
years ago has finally come to fruition. 

Mr. Chairman, though I am a whole
hearted Supporter of this legislation in 
all of its facets, I would like to call to 
the attention of the House one slight
defect in the measure of which I amn 
aware. My discussions with members 
of the Ways and Means Committee and 
with staff thereof clearly indicated that 
it was the intent of the committee to 
provide appropriate language in each re
quired instance to assure that the Amer
lean people will have the opportunity
of free choice with respect to vision 
care. Throughout this bill, there are a 
number of places where provisions have 
been made to allow the beneficiaries of 
the legislation to determine their choice 
as to disciplines which will meet their 
vision needs. 

Most Members are fully aware, from 
the debate that surrounded H.R. 12 dur
ing the 88th Congress, of the continued 
rivalry between' medical doctors who 
practice opthamology and doctors of 
optometry. In order to assure that the 
American people have a free choice of 
vision care, it has been necessary to 
specifically stipulate in all legislation 
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dealing with health care that benefici-
aries may choose between optometry and 
Medicine for this service. 

Unfortunately, there is an area in H.R. 
6675 that does not make this choice 
clear. The way section 532(b), which 
appears on page 150 of the bill before the 
House,--is drafted precludes this choice 
of vision care for some 10 million school-
children. Certainly, this inadvertency 
is understandable in drafting such a 
monumental piece of legislation. I am 
sorry that It is not possible to make a 
correction of this here on the floor. As 
You know, Mr. chairman, the bill is being 
considered under a closed rule and, there-
fore, it is not possible to amend. I would 
hope, Mr. Chairman, that the clear in-
tent of the committee and the expressed 
will of Congress over the years with re-
sPect to providing this very necessary 
option to all beneficiaries of govern-
mental medical programs would be cor-
rected in the* Senate. Surely, amend-
ments will be made to this bill In Senate 
committee. It seems to me that this 
should be one of the first orders of busi-
ness when the bill reaches the other body, 
I know full well from past history on 
this same subject that there would be no 
hesitancy on the part of this body to 
accept such an amendment coming from 
Senate-House conference, 

Again, Mr. Chairman, I pay tribute to 
You, to the chairman of the Ways and 
Means Committee, to the members of the 
committee and to the staff who have 
today given us the opportunity to vote 
on what will surely be among the most 
significant pieces of legislation enacted 
during the tenure of any Member. 

Mr. MILLS. Mr. Chairman, I yield 
such time as he may require to the 
gentleman from New York [Mr. RYAN]. 

(Mr. RYAN asked and was given per-
mission to revise and extend his re-
marks.) 

Mr. RYAN. Mr. Chairman, this Is 
Indeed an historic day-the day when the 
House will finally approve of hospital 
care for our senior citizens through social 

zens; at least a minimal opportunity to 
the pursuit of health, life, liberty, and 
happiness, 

Mr. Chairman, in 1957, our former 
colleague, Aimee Forand, predicted that 
it would take 10 years for Congress to 
enact medicare legislation. I am confl-
dent now that 1965 will be the year of 
medicare. 

According to a survey made early this 
year by Louis Harris, the American pub-
lic rates the problem of medicare as the 
Nation's No. 1 domestic issue. This is 
readily understandable-the number of 
persons living on a small fixed retire-
ment income continues to increase as do 
their needs for health care and the 
prices they must pay for such care. The 
average cost of 1 day of hospital care 
has risen from $9 to nearly $40 since 
1946. This is compounded by the fact 
that every year, one out of six persons 
over age 65 is hospitalized and, on the 
average, the aged hospital patient spends
three times as long in the hospital as 
does a younger person. 

About 1 out of every 10 Americans 
over the age of 65 lives in New York 
State. Also, about every 10th citizen of 
our State is a senior citizen. 

Let us look for a moment at the finan-
cial situation of our senior citizens. In 
both New York City and in the State 
of New York as a whole, more than one-
fifth of the families with an aged head 
had less than $2,000 a year in Income at 
the time of the last decennial census. 
The situation among the unmarried aged 
was worse. About 45 percent had an in-
come of less than $1,000 a year. These 
figures include social security benefits, 
which at the present time are received 
by 770 persons out of every 1,000 persons 
aged 65 or over in our State. These 
statistics, we must bear in mind, are for 
one of the country's richest States, 

Until it became abundantly clear wit 
this session of Congress that some form 
of medicare bill might be enacted, foes 
of medicare insisted that private health 
mnsurance and the Kerr-Mills program 

Increase premiums for all subscribers. 
It also requested permission to adopt a 
form of experience rating. Under ex
perience rating, premiums are based on 
the frequency with which a person or a 
group is hospitalized so that rates for 
younger persons are lower than for older 
persons rather than all persons or groups 
paying the same premium regardless of 
whether they are low risks or high risks. 
The-Associated Hospital Service of New 
York was granted an increase, effective 
as of July 1, 1964, that averaged about 
32 percent, rather than the 40 percent
it had sought. It was denied its request 
to adopt experience rating which, accord
ing to New York State Senator George 
Metcalf, might have increased premium 
charges to the elderly as much as 100 
percent within 3 years. 

The New York 65 Health Insurance 
Association, made up of private insur
ance companies which have been per
mitted to act in concert in order to offer 
the elderly more protection at lower rates, 
was granted permission to raise its rates 
21 percent, effective as of February 1965. 
A spokesman for the association said 
that between October 1962 and December 
1963 it had run up a deficit of $2 million 
and without the increase its accumulated 
deficit by the end of 1965 would total over 
$5 million. It is interesting to note that 
the spokesman said the program was 
never intended to be the insurance in
dustry's answer to proposals to put medi
cal care for the aged under social se
curi-ty. He called it rather "another 
way" of providing health insurance for 
the aged. 

Even Governor Rockefeller, at the New 
York State Conference on Aging in 1962, 
said: 

I reluctantly came to the conclusion that 
It would not be possible to assure medical 
care for all the aged through the private in
surance route, even though it could give pro
tection for a substantial percentage of senior 
citizens with the financial means. And, at 
the same time, our studies of the possibility 
of a State plan, providing catastrophic health 
insurance for all citizens, also made clear 
that the costs of such a plan would be sohigh, in terms of payroll tax, as to place New

seurty Iwnttojon ncomedigmade it unnecessary. These claims dothecudisty.Inguished chairman cofmtenWyd otsadipncorigtoarpotog 

and Means Committee for his leadership subcommittee of the Senate Special Coin-
on the floor yesterday and today. mittee on Aging, which held. hearings on 

Social security was originallyencd the subject of private health insurance 
30 years ago, and no eeiltinsnacted for older persons, only about half of the 
then has taken such sweeping steps to- aged had hospital insurance and among

wardinsrinNaton' helthandthese,- only one in four had insuranceou 
welfare. I have been fighting for this tat was adequate according to the defi-
kind of legislation throughout my serv- nition of adequacy of the American Hos-
ice in Congress. At the opening of this pital Association. The report main-
session of Congress I joined our distin- tained that Blue Cross plans generally
guished colleague, the gentleman from have come closest to offering adequate

Caliorna[r. ING, i spnsoinghospital insurance but under the pres-

the istngushe charmanotstad u. Acoring o areprt f aYork at a very serious competitive disadofthbWay 

H.R. 1, the well-known King-Anderson
bill. In the 87th Congress I signed a dis-
charge petition in an effort to bring the 
Kilig-Anderson bill to the floor for a vote. 
Now it is here as part of a bill which 
will broaden and improve the whole social 
security Program. H.R. 6675 is, as-Pres-
ident Johnson said, "a tremendous step
forward for our senior citizens." But it 
is more than that. It is a recognition of 
our society's growing awareness that 
with our riches and abilities we can, 
and we must, Insure all American citi-

No. 63- 10-i 

sure of competition, they, too, have had 
to increase premiums or decrease bene-
fits, 

The fact that private health insurance 
cannot offer the aged adequate protec- 
tion at reasonable prices has been amply
demonstrated in New York. 

Last year, the New York Blue Cross 
plan, the Associated Hospital Service of 
New York, on the ground that it was 
paying out monthly $5 million more than 
Its income, asked the New York State 
Insurance Department for permission to 

vantage with other States in the business 
and industrial field. 

Therefore, I reluctantly concluded that 
this was one field in which we would have 
to look to the Federal Government to act on 
a national basis. 

The Kerr-Mills program also is totally
inadequate to meet a need that requires 
a national and uniform approach. The 
program is in its fifth year of operation; 
yet it has not been adopted by all the
States. Because each State sets up Its 
own eligibility requirements and benefit 
Package, Federal money is not used 
equitably for persons in like circum
stances and persons are penalized merely 
because they happen to live in a particu
lar State of the Union. Moreover, appli
cants for ald, and sometimes even their 
relatives, must submit to a humiliating 
means test. 

The eldercare bill that is advertised on 
the commercials of the American Medi
cal Association is little more than an 
extension of the Kerr-Mills program. 
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It has most of the defects of Kerr-Mills 
'as an answer to a national problem, to 
which it adds some of Its own. The in-
tent of eldercare is to encourage States 
to provide medical aid to the aged in 
the form of private insurance protection
by increasing Federal matching by S 
percent over the present Kerr-Mills 
levels for aid furnished this way. Coy-
erage would be open to all persons 65 
years of age or over who are not recipi-
ents of old-age assistance but those with 
incomes above a State-set level would 
be required to pay part or all of the pre-
mium cost, depending upon the degree
to which their income exceeds the level 
set by the State. A serious defect of 
eldercare is that, on the one hand, the 
Income limit set by-the State for its pay-
ment of premium can be so low that no 
new beneficiaries would be added to the 
rolls; at the same time, the bill neither 

sesa limit on premium rates that pri-
vate insurance may charge nor does it 
establish minimum benefits. Therefore,
the extra Federal matching might bene-
fit the profits of the insurance compa-
nies mnore than the health of the aged.
Under eldercare actual benefits would be 
determined by the States. If they have 
not been able to afford them under the 
present Kerr-Mills program, how will 
they'be able to finance an expanded
program? 

H.R. 6675 presently before the House 

ticipants who receive social security or 
railroad retirement benefits would have 
their premiums deducted from these ben-
efit checks. 

Unfortunately, the bill calls for the re-
peal of the medical and drug deduction 
now extended persons 65 or older by the 
Federal income tax law. 

I have long urged that medical and 
dental expenses should be completely de-
ductible for all taxpayers and have in-
troduced H.R. 4656 to accomplish this. 

The bill would permit taxpayers who 
itemize their deductions to deduct half 
of the cost of their health insurance pre-
miums up to $250, regardless of the 3-per-
cent floor on medical deductions. This 
provision would apply to all taxpayers
of all ages.reudtoakacunofhelgr

Mr. Chairman, the combined coverage
Of these two plans will provide protec-
tion of a type that few older people can now afford, If a Person does not choose 
to Participate in the voluntary program,
he still would have hospitalization costs 
covered. I would think, however, that 
most aged persons would participate in 
the voluntary insurance plan. The in-
crease in cash social security benefit pay-
ment provided in the bill will cover the 
monthly premium cost. 

Mr. Chairman, the citizens of this 
country have been most patient, while 
Congress has discussed health insurance 
for the aged. It is time for affirmative 

that it is not realistic to stop such a child's 
benefit at age 18. A child who cannot look 
to a father for support,

Because the father has died, is dis
abled, or is retired-
is at a disadvantage in completing his edu
cation as compared with the child who can 
look to his father for support.

Teaedetfrshocide 
Thel receivmentour whole lheatelspprt.

sol eev u hlhatdspot
Another amendment liberalizing wid

thsbeefdisadvantageed.Undercthise amed-t 
then wisdowstawill receiv anioptindof
reeivng benefis bilegeinnin an'otiage 60. 
Theevbgenefittpaybleginnthos who caim60 
Them benfore pagabe62 willse whctuarial 
rheducedfor take accun ofl the longeral 

period over which they will be paid. Un
der present law, full widow's benefits are 
payable at age 62. The committee esti
mates that 185,009 widows will be able 
tohi ev eeis meitl ne 
thi provision.

Another needed change is the librali
zto fteotieerigpoiin
Under existing law the first $1,200 a year
in earnings is wholly exempted, and 
there is a $1 reduction in benefits for 
each $2 of earnings up to $1,700 and $1 
for $1 above that amount. This bill in
creases the $1 for $2 "band," as It is 
called. It will apply between $1,200 and 
$2,400, with $1 for $1 reductions aboveIn the 88th Congress I intro
duced H.R. 1967 and in the 89th Con
gress I introduced H.R. 3735 both of 
which increased the amount of outside 
earning a secial security recipient could 
receive without a reduction in benefits. 
Inthis Congress my bill increases that
aonto3,600. The bill before us 
toda ovusy falls far short of that 
goal. However, it is a step in the right
direction and deserves our support.I have long advocated legislation to
proide

pviLiahat tIipS r-CuesveuLO uemoe:in the course of his employment may be 
included as part 9f his wages of the pur
pose of old-age, survivors, and disability
insurance. I have urged the adoption of 
such a proposal since my election to 
Congress. My bill this year is H.R. 4183. 
There are millions of employees who 
earn a substantial percent of their in
come from tips.

Under the present law they are not 
permitted to pay into the social security 
system. This presents a particular
hardship as these employees are by in 
large earning less than many other 
Americans. Therefore, they and their 
dependents, are hit hardest by old age
and disability. The bill before you seeks 
to correct this gross injustice. The em
ployer will be required to withhold social 
security taxes on tips reported to him 
within 10 days' after the end of the 
mionth in which they were received. 
The employer would pay over his own 
and the employee's share of the tax on 
these tips and would include them with 
his regular reports of wages. If the em
ployee does not report his tips to his 
employer within 10 days after the end 
of the month involved, the employer
would have no liability. In such a case 
the employee alone would be liable for
the amount of both the employee and 
employer tax. 

provdesfortwocoorinaedealh '$2,400. 
surance plans for persons 65 years of age 
or over-a basic hospital insurance pro-
gram and a related supplementary volun-
tary health insurance program. 

The basic health insurance program
would provide persons 65 years of Age or 
over who are eligible for social security 
or railroad retirement benefits with ben-
efits similar to those contained in the

KingAndrsonbil,KigAdro nmillionil amely inpatient
hemital e-are. nntn.Qnspfnl extendd Par 
homre health servi-ce-s-, an-d-o-u-t-p-ati-e-nt h-os--
pital diagnostic services. The bill, how-
ever, does not cover the services of ra-
diologists, and three other specialists
that, under certain circumstances, would 
have been covered under King-Anderson.
Benefits would be financed by a compul-
sory payroll tax imposed on employers,
employees, and the self-employed who 
are subject to the social security tax or 
the railroad retirement tax and the pro-
ceeds would be placed in a separate trust 
fund. Persons who are not eligible for 
social security or railroad retirement 
Payments but who re.ach 65 within the 
next few years also would be eligible for 
benefits, which would be financed from 
general revenues. 

The voluntary program is intended to 
supplement the benefits offered in' the 
basic program. After an annual deduct-
ible of $50, the insurance would pay
80 Percent of a variety of medical costs,
including Payment for Physician and 
surgeon services regardless of where ren-
dered, electrocardiograms, basal metab-
olism readings, and the rental of iron 
lungs and oxygen tents. Persons who 
enroll in the program would pay a 
monthly Premium of $3, which would be 
mthe edefraGomvterngenerlrveuso

th edrlGoenmn.In order to 
keep collection costs to a minimum, par-

In addition to the health insurance 
Plans, the bill before us provides for the 
first general benefit increase since 1958. 
The bill provides a 7-percent, across-the-
board benefit increase effective retroac-
tively beginning January 1, 1965, with a
minimum increase of $4 for retired work-
ers at age 65. The committee states: 

These Increases will be made for the 20 
terls social security beneficiaries now on 

ro---lls.eplye 
This increase is greatly needed. Since 

1958 per capita disposable personal in-
conie-the spending money after taxes-
has increased from $1,825 to $2,000, an 
increase of 20 percent. The cost of liv-
ing has increased about 8 percent.

The increase of 7 percent is really a 
modest proposal. An increase of at least 
10 percent *ould still give our older citi-
zens only half as much as the average in-
crease for the rest of the population. I 
realize, however, that the social security
system must be kept actuarially sound. 
The 7-percent increase is a welcome up-
dating of a system upon which so many
Americans depend, 

The bill before us makes other changes
in our social security system which are 
urgently needed. I am most pleased that 
it includes a provision to continue to pay 
a child's insurance benefit until the child 
reaches age 22, provided the child is at-
tending public or accredited schools, in-
cluding a vocational school or a college, 
as a full-time student. I have long urged
the adoption of such an amendment and 
introduced H.R. 3732 to accomplish this 
result. 

The committee rightly points out in its 
report: 

A child over age 18 who is attending school
full time is dependent just as a child under 
18 or a disabled older child Is dependent, and 
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Mr. Chairman, another important fea-
ture of the bill is its provision to make 
it easier for a substantial number of our 
older citizens who have not had the op-
Portunity to be covered under social 
security to receive coverage. The pres- 
ent law requires a minimum of six 
quarters of 'coverage for insured status. 
As a result, although the general re-
quirement for insured status is one 
quarter of coverage for each year elaps-
lug after 1950 and up to retirement age, 
people who reached retirement age in 
1956 or earlier must have more than one 
quarter for each year that elapsed after 
1950 to qualify for benefits. This bill 
eliminates this injustice. 

The bill provides that the minimum 
would be three quarters of coverage 
rather than six, and therefore people who 
reached retirement age in 1954, 1955, or 
1956 can qualify for benefits if they had 
one quarter of coverage for' each year 
that elapsed after 1950 and up to retire-
ment age. People who reached retire-
ment age prior to 1954 can qualify if they 
had three quarters of coverage instead of 
six. The committee estimates that 355,-
000 people will immediately become 
eligible for social security payments
under this provision, 

Mr. Chairman, I have outlined the 
highlights of the amendments in H.R. 
6675 which liberalize our present social 
security laws. These provisions com-
bined with the health insurance plans 
make this a truly important piece of 
legislation-a milestone in the field of 
social insurance, 

I urge my colleagues to send H.R. 6675 
to the other body with an overwhelming 
vote. 

Mr. MILLS. Mr. Chairman, I yield 
such time as he may require to the gen-
tleman from Michigan [Mr. FARN-UM]. 

(Mr. FARNUTM asked and was given 
permission to revise and extend his re-
marks.) 

Mr. FARNUM. Mr. Chairman, I rise 
in support of H.R. 6675 and,wish to take 
this opportunity to commnend the gen-
tleman from Arkansas, Chairman WIL-
BUR MILLs, and the other members of 
the ways and Means Committee who 
worked long, hard hours in producing 
this fine piece of legislation. 

No amount of oratory will keep our 
older citizens from getting sick, or will 
put money in the savings accounts of 
retired persons who have exhausted 
their savings and cannot find jobs. I am 
grateful, therefore, to have the privilege 
to vote in this Chamber today for a 
measure which will not only insure ade-
quate medical care for our older citizens 
and retirees, but will also give a long-
overdue increase in social security bene-
fits to them. 

Today, ample proof has been pre-
sented that we have the opportunity, the 
means, and also the will to aid in one 
stroke the ailing iged, students, widows, 
crippled children, and others worthy of 
our serious concern, 

Let us give overwhelming evidence of 
this concern. Let us do what is right 
because It is right. 

Mr. MILLS. Mr. Chairman, I yield 
such time as he may require to the gen-
tleman from West Virginia [M". KzEE. 

Mr. KEE. Mr. Chairman, I rise on the 
floor of the House to pay tribute to 
Chairman WILBUR MinLs of the Ways 
and Means Committee. It Is because of 
his able leadership, his wisdom and his 
judgment that we in the U.S. House of 
Representatives will this afterno1on pass 
this overdue and absolutely essential leg-
islation. 

In conclusion, I should like to say that 
every American citizen, those of us here 
today, our older folks and our children 
and our grandchildren and the genera-
tions yet to come all owe Chairman 
MILLs a debt of deepest gratitude, a debt 
for which we will not be able to adequate-
ly express our appreciation. Because of 
his leadership and because Congress is 
going to enact this legislation, America 
is going to continue to move forward, 

Thank you, Mr. Chairman-I salute 
you, sir, 

Mr. MILLS. Mr. Chairman, I yield 3 
minutes to the gentleman from New Jer-
sey [Mr. MmIisri. 

Mr. MINISH. Mr. Chairman, it seems 
particularly appropriate that the year 
1965 should see the enactment of legis-
lation which is so important right now 
to people who were born at the turn of 
the century, or earlier, and have now 
achieved their 65th birthday. In their 
lifetime they have participated in the 
tremendous. changes in our way of life 
which have occurred during this period, 
They found themselves, in their thirties 
In the midst of the greatest depression 
this country has ever known. In their 
forties they weathered the greatest war 
this country has ever known. In their 
fifties they continued to build the 
'mightiest economy this country has ever 
known. It is altogether fitting and 
proper that, in 1965, they are rewarded 
with the greatest social security bill this 
country has ever known, 

If ever any legislation had a clear 
mandate from the people, the proposal 
to provide medical care for the aged is 
that legislation. It was clearly pressed 
as an issue in the election of 1964, and 
the results are in. But, as President 
Johnson has said, there has been an in-
creasing awareness since World War 3II 
of the fact "that the full value of social 
security would not be realized unless 
provision were made to deal with the 
problems of the costs of illnesses among 
our older citizens." The facts showed 
that four out of five persons 65 or older 
have a disability or chronic disease and 
that people over 65 go to the hospital 
more frequently and stay twice as long as 
younger people. The facts showed that 
health costs for older men and women 
are twice as high as for the younger age 
groups and that almost half of the el-
derly have no health Insurance at all be-
cause they cannot afford it. 

Another poll, in early March Of this 
year, spoke again for the American peo-
ple. The Harris poll of March 8, 1965, 
showed that 62 percent of Americans 
prefer the social security method for 
meeting these health costs over the last-
ditch proposal of the American Medical 
Association, in spite of the expensive 
ads and mountains of "'give-away", 
pamphlets on their so-.called eldercare 
plan. For the people knew that, Just as 

the Kerr-Mills program has been found 
inadequate because it depends upon 
State matching money and a means test, 
eldercare would be subject to the sarp1e 
limitations in spite of the broad claims 
made for it. As the 47-year-old wife of 
a janitor in Buffalo told the pollster, "It 
would be easier If everybody shared the 
load for medical care when people get 
old." And a 39-year-old farmer In Utah 
spoke for his generation when he said, 
"Now it seenms like those who need the 
most get the least. When you're older 
and need the help is when you need the 
money. We all will face that problem 
one day." 

Mr. Chairman, the Committee on 
Ways and Means, after due deliberation, 
has come up with a great bill. It is a 
bill which provides three new programs 
for health insurance and medical care 
for the aged under the Social Security 
Act by establishing, first, a basic hospital 
Insurance plan providing protection 
against the costs of hospital and re
lated care-including home health visits 
and post-hospital care in a skilled nurs
ing home, as well as diagnostic services; 
second, a voluntary "supplementary" 
plan providing physicans' and other 
medical and health services financed 
*through monthly premiums of $3 equally 
matched by Federal funds; and third, 
an expanded Kerr-Mills medical care 
program for the needy and medically 
needy which would combine all existing 
medical programs for this group Into a 
single new title with generous Federal 
matching money. 

I am glad to see that this omnibus bill 
also goes further to modernize and bring 
up to date our existing social security 
and public assistance programs as well. 
The 7-percent increase in cash benefits 
will not only recognize the changes
which have occurred in our economy 
since 1958, when the last across-the
board increase was passed, but will also 
help to finance the cost of the new vol
untary supplementary insurance plan. 
Indeed, one feature of the bill is to allow 
an automatic $3-a-month deduction 
from the social security benefit if the 
Individual chooses such coverage. Other 
features of the bill which are especially' 
important, in my mind, are the continu
ation of benefits for children attending 
school beyond age 18 and up to age 22, 
as well as the liberalization of the earn
ings limitation. All of these changes are 
important. 

But I am particularly glad to have the 
Opportunity to vote in favor of the new 
health insurance programs contained in 
this bill. This is. Indeed, landmark leg
islation. This is a vote I shall brag about 
to my grandchildren and, hopefully, to 
my great-grandchildren. For, as the 
President has said, "Compassion and 
reason dictate that this logical extension 
of our proven social security system will 
supply the Prudent, feasible, and digni
fled way to free the aged from the fear 

of financial hardship in the event of ill
ness." The needy is national, the pe
pie have spoken, and we are at long last 
ready to vote this proposal into law, 

Mr. MILLS. Mr. Chairman, I yield 
Such time as he may consume to the 
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gentleman from Wyoming [Mr. RON-
CA! 0].

Mr. RONCAL10. Mr. Chairman, I 
deem it one of the great honors of my 
life to rise in support of the able and 
great chairman of the Ways and Means 
Committee, the gentleman from Arkan-
sas [Mr. MILLS], and to support this leg-
islation. My vote comes 2.5 years after 
my first associations on Capitol Hill, 
which began as an employee of the Sen-
ate, when I first heard what were the 
beginnings--in 1941-of years and years
of debate, deliberation, and of hearings 
on this vital subject.

(Mr. RONCALIO asked and was given
permission to revise and extend his re-
marks.)

Mr. RONCALIO. Mr. Chairman, to-
day the Congress of the United States, 

dent Roosevelt proposed social security,
ring as hollow now as they did then,
What was questioned then has been 
answered, but the answer has fallen on 
deaf ears. 

The social security system is sound. It 
has fulfilled the promise it held forth in 
those dark days, and it will continue to 

elibible for monthly social security or rail
road retirement benefits. This part of the 
program to be paid for from general revenuesof the Federal Government, not paid for out
of social security trust funds. 

Effective date 
July 1, 1966 (except for services in extended 

care facilities, which will be effective Jan. 1,
fulfill them. These amendments, -dmin- 1967). Enrollment 
istered through the reliable social secur-
ity system and a supplementary volun-
tary private plan, will equally confound 
critics with undeniable success. 

The health care bill we are voting on 
today incorporates the best features Of 
several measures considered by the Coin-
mittee, including the basic plan for hos-
pital, diagnostic, and posthospital health 
services for all persons over age 65, ad-
ministered through the social security 

No enrollment necessary. Coverage is au
tomatic to those eligible.

Cost to the individual 
Benefits extended to eligible persons with

out cost as a matter of right; no "~needs test-,
required. 

Benefits 
(1) Inpatient hospital charges for up to 60 

days of hospitalization in each spell of ill
ness. subject to a $40 deductible amount. 

(2) Twenty days of nursing home care in 
each spell of illness, after transfer from hos-
Pital; 2 additional days of nursing home 
care (if needed) can be added for each day
60 days, to a maximum total of 100 days. 

()Otain optldansi ev
ices, subject to a $20 deductible amount for 
such services furnished by the same hospital
during a 20-day period.

(4) POsthospital home health services for 
UP to 100 visits after discharge from hos
pital or nursing home (when patient is un
der care of physician). 

Financing
Through the social security system-pay

roll taxes from employee, employer, and by
-ifepoydprsons. Taxes paid into 

separae thosptacuralsourancessotrustfudttrustfudtassre thasptacural sourndnesso 
funds and the'entire social security system
is safeguarded. Tax rates for, employee
(matched by employer) will be: 1966, 0.35 
percent; 1967-72. 0.50 percent; 1973-75, 0.55 
percent; 1976-79, 0.60 percent; 1980--86,' 0.70 

These aont98 s would. ber automtcal 
dheduced fromntpayoull che(a autoprset)cll 

inkein h igetan etsystem as provided in the original King-ih 
principles of American democracy, will Anderson bill. H.R. 6675 provides a 
enact 'a piece of legislation that Prom- voluntary supplementary plan covering

isstoflfl fphysicians and surgical fees includingtelngcerseddea 
America's elderly citizens and answer the

moumnalmadteo hr oer. 
House bill H.R. 6675 is a carefully con-

structed and a thoroughiy representative
compromise, geared to give the Amer-
lcan people a program of health and 
hospital care for the aged that meets 
what is now acknowledged as a just and 
worthy need, 

Public concern over the Problems faced 
by our elderly citizens is not new. Leg-
islation to remedy their hardships is not 
new. The halls of Congress have re-
sounded with debute over this issue for 
over 30 years. That Is long enough,

Never before was the issue so, dramati-
cally focused than in the 1964 election 
when the American people were offered a 
choice--and that choice included the 
solution to the crises faced by the elderly
In obtaining medical and hospital care. 

people want a program that could best 
suppyuner tesesericeasoudsupyteesrieSne on YS-

tem. that implements Government par-
ticipation with Private supplementary 
programs, rsne 

The bill Pentdtoday incorporates 
features of many proposed programs,
truly representing the thinking of many
conscientious leaders of both parties who 
recognize the moral and Practical con-
Sidera~tions that made this bill necessary. 

By choosing to meet this moral obliga-
tion through the social security system,
lawmakers have again exposed them-
selves to the critics of social progress wo 

radiology and pathology charges and re-
lated services, to be administered by pri-
vate insurance carriers, as suggested in 
the AMVA-sponsqred "eldercare" and the 
Republican minority bill, sponsored by
JOHN W. BYRNES, of Wisconsin. 

In addition, H.R. 6675 increases soia 
security benefits by 7 Percent and mak~es 
a number of other changes in the Kerr-
Mills law and in the Social Security Act. 
The measure has been carefully designed
to safeguard the actuarial soundness Of 
the social security system and to Protectot 

the inldependence and integrity of the 
professions. Without this assurance for 
the doctors and their colleagues in medi--
cine, I would not support this bill.

The poet Browning said: 
Grow old along with me!I 
The best of life is yet to be,
The last of life, for which the first was made,.o firscte $5,60 eayronines a vk aat~ pliresent) 

Th,~e part of the 89th Congress in the 70 period. Thereafter, they would be based
raliatin o thi poticdrem i ineedon first $6,600 of annual earnings. Programrelzto fti otcdemi ned Will cost each 
"our finest hour." 

Because the people of Wyoming and 
elsewhere will be confronted with the 
question of "how does this legislation 
affect me?"-I ask unanimous consent to 
include at this point in the RECORD a 
brief summary of the major provisions of 
H.R. 6675, consisting of three tables, and 
containing pertinent information on each 
major part of this important bill. 

The analysis is as follows: 
SUMMARY ANALYSIS OF MAJOR PROVISIONS OF 

H.R. 6675: MEDICARE AND SOCIAL SECURITY 

employee, employer only 38 
cents a week, rising to about 54 cents a week 
for each during 1967-72 period.
PART 2-OPTIONAL SUPPLEMENTARY MEDICAL 

PROGRAM (UNDER PRIVATE INSURANCE CAR
'IER') 

Eligibility
All persons age 65 or over, on an optional,

voluntary basis, regardless of whether or not 
they are eligible for social security, railroad 
rtrmno te eeis 

Effective date 
July 1, 1966. 

EnrollmentEnrollment for persons age 65 years or over 
before January 1, 1968, will begin 2 months 
Marchr 31,ten Regular enollingd e1966 peros
tarhereafter.gla erllngprid
teeftr 

Cost to the individual 
If a person chooses to participate in this 

Program, It will Cost him $3 per month. 
Amnount would be automatically deducted 
from monthly benefit check of those persons
receiving social security or railroad retire
ment benefits. Others would pay their con
tribution into special trust fund directly. 

Bnft 
In addition to the benefits listed In part 1,those choosing to participate in the supple

mentary medical Program would be entitled 
to: 

(1) Physicians' and surgical services fur
nished in a hospital, clinic, office, or in the 
home. 

would have the American 
wo AMENDMENTrs OF 1965 

nounce their obligations in 
People rea spirit of (House version-Apr. 1965) 

negative defeatism over what were once This analysis of the Medicare and Social 
considered the Insurmountable ca-security Amendments of 1965 (H.R. 6675),
lenges of Cruel circumstance, hl as acted on by the House is In three parts:(1) a description of the basic hospitalization

A NEW SPIRIT program; (2) a description of the optional 
Today a new spirit leads this land, a supplementary medical program; and (3) a 

spirit that fires hope in the hearts of description of amendments to the social 
those who would otherwise rcniesecurity Act, the Kerr-Mills law, and other

thmeveeotecocs fmsortune miscellaneous provisions, 
they could not control. PART 1-B3ASIC HOSPrrALIZATION PROGRAM 

Today the American people have set (UNDEs SOCIAL SECURITY SYSTEM) 
forth on a road that will not be barred by Eligibility
these forces, and In following this pah All persons aged 65 years or over who arepahnow, or will in the future, be entitled tothey are again harassed by those who monthly social security or rallroad retire-
would resign man to the mercies of his ment benefits (except Federal employees who 
environment, retired after 1959). 
thoeitatrgumenthse,notal iar All persons aged 65 years or over, or whoennfami 

thsrcedtesta alswhnPrs- will reach age 65 before 1968, who are not 



7167 

I 

April 8, 1965 CONGRESSIONAL RECORD - HOUSE 

(2) Hospital care for 60 days in a spell of 
illness in a mental hospital (180-day lifetime 
maximum), 

(3) Home health services (without regtrd 
to hospitalIzation) for up to 100 visits dur-
ing each calendar year. 

(4) Additional medical and health eerv-
ices, provided in or out of a medical institu-
tion, including: diagnostic X-ray and labo-
ratory tests, electrocardiograms, basal me-
tabolism readings, end other diagnostic 
tests; X-ray, radium, and radioactive isotype 
therapy; ambulance services (under limited 
conditions); surgical dressings, splints, 
casts, iron lungs, -oxygen tents, artificial 
limbs, eyes, etc 

Benefits under this program are subject to 
an annual deductible amount of $50. Then 
the program will pay 80 percent of the pa-
tient's bills (above the $50 deductible). 

Financing 
Persons participating in this program will 

pay $3 a month ($38 a year). An additional 
$8 per person, per month will be pald into 
fund by Federal Governmnent out of general 
revenues. 

PART 3--OTHER PROVISIONS 
Social security benefits 

amnmm 
Increases by '7 percent (with amnu 

increase of $4 a month) all old-age, survivors, 
and disability insurance benefits. Increases 
would be retroactive to January 1, 1965. New 
minimum benefit raised from $40 to $44 a
month-.iacn 

improvement of Kerr-Mills program 
Extends the provisions of expanded state 

medical assistance programs not only to the 
indigent aged, but also to needy persons who 
are part of the dependent children, blind, 
and permianently and totally disabled pro
grams. Establishes a single and separate
medical care program to replace the differing 
provisions for the needy in other parts of 
the Social Security Act. Provides a level of 
medical services States must offer to receive 
Federal payments. Requir~s States to pro-
vide a flexible Income test for eligibility, 

Public assistance amendments 
Increases the Federal share of payments 

under all State public assistance programs, 
effective January 1, 1966. Contains other 
amendments providing Federal incentive to 
States to benefit aged persons in tubercular 
and mental institutions. -(Mr. 

Child health program amendments 
IcessFdrlatoitonfrm-tend 

ternal and child health services and for 
crippled children services. Authorizes grants 
to higher education institutions to train pro-
fessional personnel for health and related 
care of crippled children, particularly men-
tally retarded children with multiple handi-
caps. Authorizes a new 5-year program of 
special project grants to provide health care 

I voted for it in the committee and I 
shall vote for it on the floor. 

I should like to say that I have served 
under quite a few committee chairmen 
in the years I have served in the Con

gress-and the years are now getting to 
be quite a few. There have been some 
who were exceptionally good. But 
have never served under a chairman 
who showed the patience, the persever
ance, the knowledge of his subject to 
compare with WILBUYR MILLS. ThiS bill 
and the program following it will be a 
monument to him as long as the memory 
of man continues. It has been a great 
pleasure and a privilege to work with 
him. 

THOMPSON of Texas asked and 
was given permission to revise and ex-

his remarks.) 
M.MLS r himn il 

minutes to the gentleman from New York 
[Mr. BINGHAMe]. 

(Mr. BINGHAM asked and was given 
permission to revise and extend his re
marks.)

Mr. BINGHAM. Mr. Chairman, this 
Is a truly historic occasion and it is a 

end services for children from needy areas.Mebrothsod 
Authorizes grants to help States to imple-
ment mental retardation plans.
Fnnigmpoescal.euiibnfts

mrvdsca euiybnft 

pnivilege to be aMebrothsod 
and to take part in it. 

H.R. 6675 establishes two great prin
ciples:

First, it establishes the principle of 

extending the social security system to 
cover a major portion of the costs of 
mledical care for older people; the cost 
of extended hospitalization. And it does 
this on the same basis as social security
itself-on a uniform, widecoverage ba
sswt h eeisacun sa 
earnedighte bnotehaity.crin sa 

Seconed, thist bill estabishsy hep.n 
cipledththgeneral revenuisesmay prope

cip______ly e usedto heerlp olerveoples meet thoeir-

Chil~s nsurncebeneitsImprovements in the regular. social secu-
Chil's nsurncebeneitsrityprogram and Increased benefits provided 

A child's insurance benefits would con-
tinue to be paid until the person reaches 
age 22 (instead of age 18) if child Is attend-
ing accredited school or college as a full-time 
student after he reaches age 18. Will be ef-
fective as of January 1, 1965 and benefit 
estimated 295.000 young people. 

Optional benefits for widows at age 60 
Widows may have option of receiving social 

security benefits at age 60, with actuarial 
reduction of benefits they would otherwise 
receive at age 62. Effective for second month 
after enactment of bill, benefiting estimated 
185,000 widows. 

Disability insurance amendments 
Liberalizes eligibility requirements and 

walting period for persops covered by dis-
ability insurance provisions of Social Secu-
rity Act. Will benefit estimated 155,000 dis-
abled workers. 

Benefits to persons at age 72 or over 
Liberalizes eligibility requirements by pro-

viding a basic benefit of $35 a month at age 
72 or over to certain persons with a mini-
mum of three quarters of coverage under the 
Social Security Act, acquired at any time 
since the beginning of the program in 1937. 
Will benefit an estimated 355,000 persons.

Retirement test 

Liberalizes the social security earned in-

in the bill would be financed through a re-
vised payroll tax schedule. Taxes on em-
ployees, employers and self-employed per-
sons are paid into social security trust fund 
as in the past 30 years. Rates of tax are 
designed to guarantee the actuarial sound-
ness of the social security system. 

The revised tax schedule and the rates un-
der existing law are-

[Secnt _______ 

[In Percent__ 
EmployeesandtSelf-employed taxplemedicalhcos

major mdcloss without any means 
test. General revenues under this bill 

be used to Pay for the hOSPitaliza
tion of those over 65 who are not under 
social security already and also, to pay 

Government's share of the voluntary
system for coverage of doctors' bills. 

The first legislative act Of my career 
as a Member of Congress was to agree 
to become a sponsor of H.R. 1, the 

King-Anderson bill as it Was 
introduced this year. This was truly an 
honor. This was a good bill, providing 

as it did for hospital and related bene
fits under social security and for sub-
Stantia~l improvement in the basic social 
peroviets wgas. Ampovsong toes incld 
tips as Part Of income for social security 
purposes-as they have been for income 

employer tax rate 
Years (each) 

-__ 

Existing Proposed 
law in bill 

1965---------- 3.625 3.625 
1966-67----- 4.125 4.0
196---------- 4.625 4.0 
1969-72----- 4.625 4.4 
1973 on---- 14.625 14.8 
- _ 

rate 

__ -will 

Existing Proposed 
law in bill 

.the 

5.4 1.4 
6.2 6.o
6.9~ 6. 0 
6.9 6. 6 
6.9 7.0 

___-Original 

As in the past, these amounts would be 
automatically deducted from payroll check, 
Tax would be psaid on first $5,600 (instead of 
present $4,800) during the 1966-70 period. 
Thereafter, they would be paid on first $6,600
of annual earnings. 

Mr. MILLS. Mr. Chairman, I yield 
cm Uittn.Bgnigith 196such time as he may consume to the 

tax year, a person receiving benefits will 
be able to eamn $1,200 a year without having
his benefits reduced; earnings between $1,200 
and $2,400 a year would be subject to a $1 
reduction in benefits for each $2 of earnings 
up to $2,400; a $1 reduction in benefits for 
each $1 of earnings above $2,400 would take 
place. Existing law limits this provision to 
$1,700 instead of $2,400. 

Miscellaneousamendments 
other amendments to the Social Security 

Act authorize benefits to' certain divorced 
women, coverage of self-employed physicians
and interns, amendments affecting annual 
gross earnings of farmers, coverage of cash 
tips received by an employee after 1965, and 
an exemption from social security taxes of 
self-employed persons of the Amish and 
other religious sects. 

gentleman from Texas [Mr. THompsoN].
Mr TH MSN o Tea. r.txppss-hscrcin alng
MrChMSN o ea.M.txP~P~s-hscretn og 

Cairman, there is one little matter I 
should like to clear up for the House. It 
has been said in Years gone by that I 
was the swing vote on the committee 
keeping the medicare bill as we have had 
it in bygone years from passage. Of 
course- that is sheer bunk, and we will 
knock it over right now, 

It is true that after the Kerr-Mills bill 
was passed, I did say I thought we ought 
to try It before we tried something else, 
We did try it. It has become apparent 
that some other method must be tried, 
We have come up with It. It Is before 
you now. I believe it is absolutely sound. 

standing injustice to many of our citi
zens who depend on tips for their livli
hood. 

As H.R. 1 was considered by the Ways
and Means Committee, it was improved
in many respects. Most importantly, 
a supplementary voluntary health insur
ance Program has been added, to be 
pald by equal contributions, one-half by 
the individual and one-half from general 
revenues. The $3 monthly premium 
each participant will Pay is less than the 
Minimum increase in retirement bene
fits. Thus, no participant who elects 
this additional coverage will get, less in 
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monthly cash payments when the pro-
gram takes effect. 

Under this voluntary program, the 
benefits will include payment for phy-
sicians, services in the hospital, office or 
home; 64) days of hospital care in a 
psychiatric hospital; and home health 
services. The senior citizen will pay the 
first $50 for such services and the pro-
gram pays 80 percent of costs over this 
amount. 

Aliother important improvement, 
which had been a subject of many letters 
to me and which I had urged upon the 
Ways and Means Committee, was to ex-
tend social security benefits for young
people continuing their education up to 
age 22. This will undoubtedly encour-
age many youngsters to go on to college
and professional schools who would 
otherwise have been unable to do so. 

The bill we will, I trust, adopt tomor-
row is a great bill-a milestone in the 
march made by this country toward the 
realization, for all our citizens, of. the 
full opportunities and potentialities 
off ered by our uniquely rich and power-
ful economy, 

Mr. MILLS. Mr. Chairman, I yield 3 
minutes to the gentleman from Texas 
[Mr. POOL], 

We proudly boast that this land of 
ours Is the land of the free. The enact-
ment of this bill will go a long way to 
make this boast come true for our older 
people; for the first time they willbe free 
from destitution as a result of illness and 
from the fear of such destitution. The 
will be free, In most cases, from degrad- 
ing means tests. They will be free from 
the miserable ineed to beg. their children 
for help, their children who, in the past, 
may have had to choose between better 
education for their own children and 
medical care for their parents, 

TAsqt v.n~r. T miimt rnnrf~qr T hnrl norrn 

sion dring my campaign to say some 
unkind things about the distinguished
chairman of the Ways and Means Coin-
mittee. Today I am happy to say that 
he has proved me wrong. With the 
deepest sincerity, I congratulate the 
chairman and the members of the Wdys
and Means Committee, and particularly 
my very able colleague, the gentleman
from New York [Mr. KEOGH], on a mag-
nifIcent achievement, 

Mr. POOL. Mr. Chairman, I am one 
of the Members of Congress who intro-
duced the So-called eldercare plan sey-
eral weeks ago. I felt that it was far 
better for the States to handle this prob-
lem instead of the Federal Government. 
Since that time, the Ways and Means 
Committee has adopted several of the 
eldercare Provisions. However, I feel 
that so long as this project is tied to 
social security or a payroll tax that it 
is still obnoxious to my philosophy of 
goverrnment in that the Federal Govern-
ment will still control the program. I 
do not think that it is wise to solve this 
problem by Political devices such as this 
bill. I feel that the eldercare bill will 
provide where Possible, for individual 
initiative and responsibility of our peo-
ple; and that the medicare bill still is 
a matter of Federal intervention into 
a purely local Problem. What we are 
doing here today and tomorrow, if the 

bill passes, is the first step in socializing 
our medical profession, 

I hope, that Congress, in Its wisdom, 
would see fit to not pass legislation
which would allow Federal agents to go
snooping around looking at medical 
records, talking to doctors and their Pa-
tients, and destroying the doctor-patient
relationship which is a very personal
and privileged right of our citizens, 

And then again, I think of the politics
that will be involved when Washington 
bureaucrats get into this picture. What 
is going to keep utilization committees 
that will be set up from being political
in nature keeping some patients out of 
certain hospitals? 

And what is to keep this same political
committee from moving a patient from 
a hospital before his treatment ends? 
There will be many arguments against
this supposition. But we all recognize
that in such a program as this, there 
will be a day when the money well will 
run dry. And then the question will 
arise as to who gets the benefits. Will 
this be based on politics and how you
stand in w~ashington? Are we going to 
run to the Federal Government in 
Washington with all of our problems, or 
are we qualified at home to solve most 
of them? 

I sincerely hope that this Congress
will be realistic and pass legislation in 
this field that will allow Americans to 
keep on striving for success and will 
provide incentive for our young people, 
tiddle-aged people and our aged Citi-
zens. Let us not take this first step
toward socialized medicine. 

Mr. MILLS. Mr. Chairman, I yield 8 
minutes to the gentleman from Texas 
[Mr. PICKLE], 

(Mr. PICKLE asked and was given
permission to revise and extend his re-
mnArkq ) '1- 

Mr. PICKLE. Mr. Chairman, it is 
with great reluctance that I arise to op-
pose H.R. 6675 in its present form. I 
especially regret to do this because I be-
lieve strongly in the principles of the 
social security program; and I fully 
agree that as a state and nation we 
need to do more for the care of our elder 
citizens. And, I am not unmindful that 
it would be easier to simply cast my vote 
rather than to stand here and bPenly 
voice my objections to an administra-
tion bill, advocated by our great Presi-
dent and my personal friend for many, 
many years; and to oppose the general
approach of a measure so eloquently pre-
sented to this House by one of the most 
knowledgeable legislators in my memory,
the gentieman from Arkansas, the Hon1-
orable WILBUR MILLS. 

Our Government needs to do more to 
improve our aid to the elderly and in 
many of the other broad fields which 
have been explained; but, Mr. Chainnan, 
which goverrnment? Where does the 
real responsibility lie? 

There is no question in my mind as 
to the need for comprehensive programs
of medical care for aged Americans who 
are unable to Pay for necessary health 
services. I do question, however, the 
approach we are asked to take through
this particular measure, which largely
disregards the rightful roles of the 

States, and finances health care benefits 
to many millions of older Americans 
who are sell-supporting, and may not 
need Government assistance. 

In this connection, Mr. Chairman, I 
want to say that the State of Texas has 
approached the problem of medical 
care for the aged with understanding
and foresight. Texans are Justly proud
of our positive, highly effective State 
programs that render the mnedicare sec
tion of H.R. 6675 unnecessary for our 
citizens. 

The State of Texas has implemented
the Kerr-Mills Act to provide hospital,
medical, surgical, radiation and nursing
home benefits for the needy aged. I 
would like to tell the House something
about our program. The State pur
chased an insurance policy from Blue 
Cross for some 230,000 needy aged, repre
senting 30 percent of the entire over-OS 
population in Texas. Up to 9,000-pa
tients are being hospitalized each month 
through coverage provided by the pro
gram. Almost 11,000 are receiving nurs
ing home care. 

In my opinion, this Texas program is 
regarded as one of the finest in the 
Nation. 

We also have cooperative-type senior 
citizen insurance programs sponsored 
by private companies-such as the Texas 
65 plan which is specially tailored for 
the aged. 

As a result of these efforts, Texas now 
ranks first among all States in the per
centalge of the aged who have one or 
more health insurance policies. Seven
ty-two percent of the elderly in Texas 
are covered by health insurance. 

More than 250,000 elderly have been 
admitted to Texas hospitals since the 
Kerr-Mills program was placed into 
operation on January 1, 1962. During
theI-- - ui

ation, the State provided needy elderly
citizens with hospital and medical serv
ices totaling $60,205,652. Here is how 
it works: 

Under this program, each person on 
the old-age assistance rolls in Texas is 
covered by Blue Cross insurance at a 
premium of $8.76 per month. This en
titles the individual to $10 per day for 
the first 15 days of hospitalization-plus
ancillary costs.-and $6 per day there
after. 

There's no redtape or delay in process
ing claims. 

The welfare department simply certi
fies that the person is a recipient of old-
age assistance, and the individual is 
admitted to any licensed hospital on the 
recommendation of his physician. Less 
than 3 percent is spent on administra
tion costs. 

Studies last year showed that the aver
age hospital stay Per patient was ap
proximately 9 days, with an average 
per day cost of some $25. Also, physi
cians' services totalling $3,682,829.51 
were provided in over 177,000 cases at an 
average per-patient cost of $46.67. 

Another feature of this program is 
financial aid to old-age assistance recip
ients in nursing homes-over and above 
the old-age assistance grant. Studies 
during the Past Year showed that nearly
16,000 persons in nursing care-repre
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senting an average stay of 183.6 days and 
a total expenditure of $7,807,767.75. 

The eyes of the Nation have focused on 
Texas since it was the first State to pro-
vide health care for its needy aged on 
an insured basis. So, I repeat, Mr. 
Chairman, Texas is proud of its positive
Program for the aged. 

I would sincerely hope that other 
States would act in the same responsible
Manner. In this way we can avert an 
even greater tragedy than the medicare 
situation with which we are faced today, 

let us give the Kerr-Mills approach 
to this complex program a further oppor-
tunity to prove itself-as it has done in 
Texas. Already this joint Federal-State 
Program has been adopted in 40 States,
the District of Columbia, and 3 terri-
tories, 

If I could vote for a reasonably ex-
panded version of the Kerr-Mills ap-
proach, I would gladly do so. 

If I could vote for the 7 percent in-
crease for social security benefits, I 
would certainly do so; because it is 
needed. 

If I could vote for the provision that 
raises the amount that a person can 
earn under old-age, survivors insurance 
from $1,200 to $2,400, I would do so. I 
would welcome the chance to support
Measures that would improve this pro-
gram along these and other lines. Also, I 
Might add that the substitute has a lot 
to be desired, 

I object to this bill primarily because 
of the payroll approach. 

In addition, I do not think it is fair to 
include in the bill requirements for the 
resturant owner to report tips for social 
security income purposes. It will be ex-
tremely difficult,-if not impossible-to
administer, 

The same would be required of barbers,
beauty parlor operators, filling station 
attendants, shoeshine boys, grocery
clerks, or anyone who receives tips. And 
I think that in one provision it would 
certainly be fair to allow a person who 
has visual Problems to choose whether 
he would go to an optometrist, as well as 
a physician. 

I do not have a choice, however, to 
vote on any of these particular phases of 
the bill; and I recognize the rules of the 
House, along with the facts of life. 

Mr. Chairman, let me make one other 
point. 

I think we have the greatest medical 
profession in the world; and I will ad-
milt that our physicians, or hospitals, or 
the legislatures, have not been, in many
instances, as Progressive as they should 
have been; and I believe that they realize 
this. But in my State of Texas, they 
swetryingthisnmdia care fihield. Theyn 

perhaps it will be based on need, as this start from scratch and then pass out a 
may be the best approach. The main bill that not only accomplishes our real 
point, however, is that there should be objective but does so in a form with 
an amount or point beyond which Gov- which we can live. 
ermient should not compete against in-
dustry. This would bring many more 
thousands of persons under the program.
But my State is doing a good. job. I re-
gret that all States have not done enough
in this field; but I am sure each State 
has its own individual problems. As 
long as my State is doing a good job, in 
my opinion, I want to give them a right 
to continue and improve their present 
program rather than to put on them the 
payroll tax provision with the inherent 
problems of bigness and expansion that 
are attendant and with a result that will 
greatly overburden our hospitals at this 
time, 

I say to the House, give each State a 
further opportunity under the Kerr-
Mills program to do its job. I am con-
fident we will do it. 

Mr. CABELL. Mr. Chairman, I thank 
the gentleman for yielding.

Mr. Chairman, I rise in opposition to 
this bill in the full knowledge that any
such opposition can be misconstrued and 
the motive for such opposition distorted. 

And it is difficult because the funda-
mental purpose of the bill is a noble 
one-the proper care for our senior 
citizens., 

It is not the objective that I oppose;
it is the means proposed to attain this 
obj ective, 

I have consistently favored in the past,
and will continue to favor in the future,
legislation to assist any senior citizen, 
who needs this assistance, in obtaining
medical and hospital care. 

When I cite need as a criterion for 
such assistance, I do not imply that we 
should be penurious to the extent that 
we have been in previous measures. 

I mean to include coverage to those 
who have a decent subsistence and who 
have sufficient assets to insure this sub-
sistence-but whose assets would not 
weather the onslaught of a severe Or 
lingering Illness, 

But this bill taxes the workingman 
with a low income in order to provide
benefits to those who do not need such 
assistance, 

Not only does it increase the direct 
payroll taxes of these people, but it will 
inevitably increase their cost of living 
because the manufacturer, the proces-
sor of foods, and the distributor must 
raise the price of his goods and services 
to compensate for his increased con-
tribution to the social security fund. 
heyuwr gigatra aki h 
hnhouse, I ask you, Would you cut looseinside the henhouse with both barrels of 
a scatter gun? 

Thank you.
Mr. MILLS. Mr. Chairman, I yield 3 

minutes to the gentleman from Califor
nia [Mr. BURTON). 

(Mr. BURTON of California asked and 
was given permission to revise and ex
tend his remarks.)

Mr. BURTON of California. Mr. 
Chairman, I wish to commend the dean 
of our delegation, the gentleman from 
California, the Honorable CECIL KING, 
because the proposal pending before us 
today is due in significant measure to his 
determination and effort over the years.

I would also like to add my voice to 
commend the Committee on Ways and 
Means for its many months and years of 
study, and its development of this fine 
proposal. 

I would like to express the highest
praise for the distinguished and able 
chairman of the Committee on Ways and 
Means, the gentleman from Arkansas, 
WILBUR MILLS, who has constructed, in 
my view, a legislative product that is 
truly a marvel, a product that legislative
historians will record as truly one of the 
great landmarks in the history of man's 
effort to wage war against one of his 
ancient enemies, the war on disease. 

Those of us in California have ample 
reason to support this legislation which 
will provide to our State, that has the 
largest number of people over 65 of any
State in the Nation, some $308 million of 
medical benefits the first year-$220
million of basic benefits, and $88 million 
in supplemental benefits. 

This legislation will provide also some 
$28 million to our State for our crippled 
children, and for tubercular and mental 
health services. 

This bill is going to put into the pockets
of my fellow Californians some $213 mil
lion Its first year, $190 million to the 
old-age, survivors, and disability insur
ance beneficiaries, and some $23 million 
to our public assistance recipients.

All In all, our fair State and its people 
in th~e first year will be favored to the 
tune of some $550 million, a not modest 
sum. 

In this connection, I have some four 
Questions I should like to pose to the 
Chairman of our committee. These are 
questions which, would be helpful to our 
State department of social welfare, in 
implementing the provisions of this bill 
when it becomes law. 

Question No. 1: Section 1902(A), para

graph 10, says:(A) AState plan must provide equal med
ical assistance to individuals receiving aid

other categories; and (B) If the plan
provides assistance to persons not receiving
aid under other categories, the medical as-
Sistance given must be the same. 

Can this be interpreted to mean that 
funds as provided under section 1903 
would be available for a plan which in 
its first phase provided medical service 
only to recipients of assistance under 
other social security act titles? Subse
quenit phases would be concerned witli 
additional medically indigent groups to 
the extent State resources permitted? 

arefied.hismedcalswerin heyunder
are taking a Positive approach. We do 
have a good Program. some of you may
think that we should go much further-
and, indeed, we will; because the State 
of Texas this past November approved 
a constitutional amendment which will 
permit additional persons to receive 
medical care through vendor lien pay-
ments who are not now covered under 
the old-age assistance program. I am 
confident our legislature will establish 
the limit of at least $2,000 or more; or 

In order to kill the hawk of need of our 
senior citizens, we are wounding and 
crippling all the chickens in the hien-
house. 

Under the rule amendments are lim-
ited, which is just as well, because a bill 
of this magnitude cannot be written on 
the floor, 

So I ask you to defeat not only this 
bill as presented but also the substitute-
not because we do not want the ultimate 
and exemplary objective-but in order to 
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Mr. MILLS. The answer to the ques-

tion is, "Yes." 
Mr. BURTON of California. I have 

three questions with reference to those 
combination social security ceneficiaries 
who concurrently receive public assist-
ance. 

If the social security beneficiaries have 
had deducted the $3 amount from their 
old-age survivors and disability insur-
ance check, am I correct in assuming
that the State agency administering the 
public assistance programs should not 
consider that $3 as income in determin-
ing the amount of the public assistance 
payment?

Mr. MILLS. The answer is, "Yes." 
Mr. BURTON of California. In other 

words, in California, where there is a ceil-
ing on the total amount of public as-
sistance grants, plus other income, the 
$3 should not be taken into account as 
other Income In the determination of the 
amount of the public assistance grant, 
nor as income in determining income for 
purposes of determining whether the 
grant plus other income exceeds the 
State's ceiling in that regard?

Mr. MILLS. The gentleman is correct, 
Mr. BURTON of California. of course, 

any medical care that results from the 
$3 deduction will be considered in deter-
mining how much medical care the in-
dividual needs? 

Mr. MTILLS. That Is correct. 
Mr. BURTON of California. I thank 

the chairman very much, 
Mr. MILLS. Mr. Chairman, I yield

5 minutes to 'the gentleman from llinois 
[Mr. GxRA].

Mr. GRAY. Mr. Chairman, It is a 
great Privilege today to rise in support
of the committee bill, a bill when enact-
ed into law, will be a milestone in our 
history of progress in our beloved 
country. 

The late beloved nreoldent Kenned" 
said that although we have the strongest
and richest country on the face of the 
earth, there are 35 million people living
Just on the outskirts of hope. I know 
this bill will bring great hope to the 
elderly people who need medical care 
and are now living and dying on the out-
skirts of proper medical care, hope. 

My heart is heavy as I rise today, be-
cause of the campaign being waged by
the American Medical Association 
against this bill. All throughout MY 
districts there are billboards saying,
"Vote for eldercare, because medicare is 
no good." They have spent large sums 
of money for TV, radio, and newspaper
ads In trying to discredit the committee 
bill and sell support for the eldercare 
bill. 

I have this one telegram that is evi-
dence of the type of bitter campaign
they have waged against this bill, 

I am bitterly opposed to the outrage be-
ing forced on us in the guise of mediCare. 

historic bill, I would like to put this ar-
gument in proper perspective,

The American Medical Association in 
opposing this bill has advanced three 
major arguments. First of all, they say
that eldercare will give more benefits 
to more people at less cost. I once saw 
an automobile dealer in my district who 
advertised that he was selling automo-
biles below cost. I said, "How can you
sell cars below cost and still stay in busi-
ness?" He said, "I could not do it if I 
did not have a volume business." They 
argue that under eldercare we are going 
to get more benefits for more people at 
less cost-and you know it is not so. 

The second argument they have been 
advancing is that the committee bill will 
soak the young people for the benefit of 
the old. When you buy an insurance 
policy at age 21, you do not expect to 
die the next day. You pay the premiums 
over a long period of time so that when 
you do pass on, your loved ones will 
have some kind of income. That is all 
that this committee bill does. It allows 
Young people to pay in a small amount 
monthly on their social security taxes so 
that when they reach 65 years of age,
they will have a good medical care pro-
gram for themselves without marching
in and signing a pauper's oath to get 
help as is now required by law in many
States including Illinois. 

Third, the argument advanced by
the American Medical Association is that 
the social security approach will lead to 
socialized medicine. This is the same 
argument that was advanced on the floor 
of this House of Representatives in the 
1930's against the Social Security Act. 
Yet, there has not been one person to 
drop in a bill to repeal the social se-
curity law. This would be a disaster. 
I say to you that after this bill becomes 
law, there will not be one bill dropped in 
the hopper to re-olea this important 
program. This great bill that we are 
soon going to vote on is similar to the 
social security program in respect to the 
manner of collecting and spending from 
a trust fund. It will be financially
sound and will not jeopardize the present
social security payments, 

All we do in this committee bill is to 
take some funds from the general reve-
nue fund and to have the individual pay
in at the local level and some funds from 
a payroll tax. This is spreading the cost 
evenly and giving the benefits evenly, 

The eldercare bill would not provide
the benefits that people need in many 
States. You could have a relative living
in one State who needs medical care and 
another relative living in another State 
in need of medical care., If a rich State 
should participate in the program and 
a poor State did not, one relative would 
get benefits and the other relative would 
not. This bill provides even benefits 
fairly to all throughout the United 

This argument of eldercare versus 
medical care is Just that simple. On one 
side of the wall you have the so-called 
voluntary Plan called eldercare that you 
can climb if you are tall enough and if 
the State wants to help pull you over, and 
the commnittee bill provides a gate with 
which all can enter with dignity and 
hope.

Yes, there were those who opposed the 
social security plan 30 years ago who 
now drive their big automobiles down to 
the postoffice and get that monthly
check and then endorse the check with a 
gold-plated fountain pen and then cash 
it. They think it is a wonderful program.
They will do the same thing under this 
program of medical care after this Con
gress passes it and it becomes law. 

Let us vote down this substitute and 
let us pass this. bill. Let us open up the 
gates for a decent and honest medical 
program for our elder citizens. Let us 
build a healthier and happier America 
by supporting the bill that has been re
ported to you by your committee after 
years of study.

The committee bill provides medical 
care to'all age 65 and over beginning in 
1966. It allows a 7-percent increase 
across the board to all now drawing so
cial security effective January 1 of this 
year, it provides more money to the 
States for needy welfare programs such 
as aid to the blind, children of unem
ployed fathers, and so forth, and many
other worthwhile benefits, and yet it 
provides for insurance for those who 
want coverage to pay doctor's bills with 
no strings attached, any doctor of your
choice. In closing, this bill will help
everybody. Thank you very much. 

Mr. MILLS. Mr. Chairman, I yield
8 minutes to the gentleman from Mis
souri [Mr. JONES].

(Mr. JONES of Missouri asked and was 
given permi-ssion t- rei- and exte~nd 
his remarks.) 

Mr. JONES of Missouri. Mr. Chair
man, first I want to join the many other 
Members who have paid their respects to 
the chairman of this great committee, 
a man in whom we have had confidence 
for many years and a man who has ren
dered Invaluable service to this Nation. 

I have followed his leadership in this 
field for a long time and it Is with some 
difficulty and regret that I say that I 
cannot go all the way with him. I can 
appreciate the very great difficulty he 
has been under. I think I recognise the 
great pressure that is upon him. 

I believe he has tried his best to bring 
out a bill to give the services needed and 
the same time maintain as much re
sponsibilty as possible. 

My apprehension today with respect 
to this bill Is based on the belief that we 
are going too far too fast, creating obli
gations in excess of our ability and our
capacity to fulfill. 

estimates which I have received 
indicate that with the implementation of 
this legislation in July 1966, we will be 

You know this is against the future of theStes 
people whio support you. It is a. vote getter Sae.The 
with future results destined to pull the I once knew a man who built a wall,
American taxpayers further into financial1 A wall unfriendly, grim and tall 
slavery by the hands of Oongress. I knew this man couldn't be bad.faewihasotgofom 25,0

Thsiidoh riwsigbigMaybe timid or even sad. hos iha hraeo sm 5,0ofbranwahinThi isthekin bengSo I built a tower by this wall so gri hopital beds. In other words, we willPerpetrated upon the American people And looked down and smiled on him, create an obligation to furnish hospi
by the American Medical Association. This noble man's heart was about to break, talization and medical services to people,
As we come to the close of debate on this So he tore down the wall and built a gate. but there will not be available the physi
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Cal facilities, not to mention the profes-
sional and technical services necessary
to render the service we wish to make
available, and which is promised under 
this bill, 

If we tried to provide such hospital
facilities by 1966, it would be an impos-
sible task, not to mention the fact that 
it would involve an investment of some
$6.5 billion, much of which would have to 
be added to the cost of this program.

I believe it has been pointed out dur-
ing this debate many times that through
the fantastic advances we have made in
medical technology, we have today the
best medical care program of any nation, 
as attested by the ever-increasing life 
span of our people. To make the mod-
emn techniques and facilities available to 
all, we passed the Kerr-Mills bill a few 
years ago. While it has not been fully
implemented in all States, it does pro-
vide an opportunity of health care to 
every person who otherwise would be un-
able to receive such care. 

The Kerr-Milis program is a good pro-
gram and, so far as I have observed, the 
areas in which it is inadequate and in 
which it can be improved we have an 
opportunity to amend. I am happy to 
say that this bill today would make im-
provements in that law. 

Also, through the Hill-Burton Act and 
other programs too numerous to men-
tion, we can increase the physical facil-
ities needed to provide adequate care for 
all who need it. 

But we cannot get that done by the 
time this bill would go into effect. Our
problem today-and I agree there is a
problem which needs to be met-Is one 
of a shortage of facilities and a lack of 
competition, brought on to a large degree
by the medical profession itself, which 
in my opinion has not used the influende 
it has in encouraging the education and 
training of more doctors, 

When we provide the facilities the cost
will be reduced. On the other hand, if 
we continue to increase the load with-
out increasing the facilities, we will en-
courage more inflation. There will be,
I believe, an increase in hospital costs. 
There will be an increase in medical fees 
to the doctors, 

Only this month I received a statement 

from a doctor with whom our famnily does

business in the Washington area. He 
said that effective May 1, an office call 
will be Increased from $7 to $8. That 
is typical of what is going on and one 
of the things about which I am appre-
hensive in this bill. 

I read the tables in the report. I note 
that by 1990--someone will say, "that is 
25 years from now, and we do not have 
to worry about that"--the cost of the 
basic health program alone will rise to
$9 billion annually, and that does not 
take into account the cost of other pro-
grams we are including in this bill. 

Through the many programs that we 
have before the Congress today-I be-
lieve it is safe to predict most of which 
will be passed-we are providing In-
creases In income, improvements in liv-
ing conditions, the building of more 
homes, the providing of more education,
and increases in the ability of all of our 

No. 63-il 

citizens to provide not only the essen-
tials but many of the luxuries. I believe 
we have failed to take into considera-
tion the overall picture and the costs 
that we will face. 

Within the next few weeks our great
chairman here will be before this House 
asking for the approval of a new debt 
ceiling. I think it is inevitable. The 
budget for 1966 calls for deficit spending,
I do not agree that we are considering 
any $100 billion budget this year. I
think it is closer to $121 billion, and I 
think that deficit will be reflected when 
we are called upon to approve a new debt
ceiling. In addition, we are being asked 
to reduce taxes. Now, I want to know 
where we are going to get the money to 
pay for this. I want to ask the chairman 
when he thinks we are going to have the 
nerve, the courage, to assess enough
taxes to pay for these programs that we 
are getting. When are we going to do
it, Mr. Chairman? 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield to me? 

Mr. JONES of Missouri. I will be
happy to yield to the chairman,

Mr. MILLS. The gentleman asked me 
to advise him when we will levy enough 
taxes to take care of these programs?

Mr. JONES of Missouri. Yes. 
Mr. MILLS. Let me call the gentle-

man's attention to just what this bill 
does do in that respect. As I pointed out 
yesterday, although there may be, as has 
been state~d, approximately $6 billion in 
benefits to be paid out, that is divided 
in this way: $4.2 billion of it would come
from the trust funds. The remaining
$1.366 billion would come from the gen-
eral funds of the Treasury. Now, let me 

words, about one-third of 1 percent.
That is the increase in the tax. 

Mr. MILLS. That is for the hospitali
zation program.

Mr. JONES of Missouri. For the hos
pitalization.

Mr. MILLS. That is right.
Mr. JONES of Missouri. That means 

for the person with an income of $5,600
that he is going to pay in about $18.40 
a year.

Mr. MILLS. It is $19.20, I believe, but
I would not quarrel with the gentleman 
on that. 

Mr. JONES of Missouri. It is in that
neighborhood. Maybe my arithmetic is 
wrong.

Mr. MILLS. Yes. 
Mr. JONES of Missouri. But I cannot 

conceive that that is going to provide
enough money to pay for the hospital 
care when you figure that the cost of 
an insurance policy to pay for that same 
type of program runs up to about $360 
a year. 

Mr. MILLS. If my friend from Mis
souri ~will yield, I am not an actuary. I 
cannot tell you that I know it will. All 
I can tell you is that we have proceeded
in this instance on the basis of taking
h cur' ihcs'siae o h

thpoeatays hfdtrigh-cos estiatethsfrorh 
purposesl oftdeerin. gewhatthisa pro-
Wisconsin ( Mr. BYRN'ES), I am sure-
and I think he has already stated 
so-has the same high, degree of confi
dence in this actuary that I have myself.
I have been dealing with him since 1942 
on the Committee on Ways and Means.

MaytmsI a ee itedfi
culnfo tmes itoh litheta ratebeleventhat 
shuld gorm as heighesve shaid ithadtox go.e

point out here to the gentleman, sinceIfonthtewaritadIws 
we are comparing proposals, that all wrfound. tehatews righcoplteand Ibjwasunder both bills $1.9 billion would come wrong. he has been completely obcraefrom the trust funds. So taxes are tive her has beeon completelytaccurate,levied both in Mr. BYRNES' proposal and somare as Ielknwindte estimamites ehain the committee proposal to take care ofmaethlpgieorc mte.these items in the OASDI system.

Mr. JONES of Missouri. Where are 
you levying these taxes? 

Mr. MILLS. Oh, I can 
that this hospital trust 

assure you
fund and this 

social security trust fund, the OASDI 
fund, are actuarially sound based upon
increased tax rates which go into effect 
on January 1, 1966, and from then on 
at future dates, 

The CHAIRMAN. The time of the 
gentleman has expired,

Mr. MILLS. Mr. Chairman, I yield
the gentleman 4 additional minutes. 

Now, we have done what the gentle-
man claims that we have not done his-
torically with respect to the general fund 
of the Treasury. We have maintained 
these expenditures on an actuarially
sound basis supported by payroll taxes
that has prevented the general fund of 
the Treasury putting out any money.
That is what I would think any con-
servative-minded person would have us 
do, and I know that my friend appre-
ciates the f act that we have done it. 

Mr. JONES of Missouri. Would the 
gentleman tell me this: Am I correct 
here? As I read this bill, the increase 
In the withholding tax Is going to be 
thirty-five one hundredths or, in other 

I cannot argue with 'the gentleman;
he may be right. But I am telling him
that. we have the best actuarial judg
ment that tells us on the basis of high
cost estimates that we are properly
fncing this program.

Mr. JONES 'of Missouri. The only
thing I can go on is this. I have been 
in this House for 16 years. Each year I
have had hopes that we were going to 
reduce the national debt and each year
it has grown larger.

Mr. MILLS. I agree with the gentle
man. 

Mr. JONES of Missouri. The gentle
man knows that we have talked about 
this, but we do not bring out a realistic 
figure. The debt continues to go up. We 
still think we can pay the debt by reduc
ing taxes, but it has not worked. I hope
that the same actuary that the gentle
man has confidence in will start work
ing for the administration and that they
will try to get this debt down. 

Mr. MILLS. The gentleman means 
that we need him in the Bureau of the 
Budget. Maybe we do. If the gentle
man will yield further to me, I know that 
the gentleman realizes the difference in 
the choice that we have posed here this 
afternoon. 
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Mr. JONES of Missouri. I am not 

sure. That is what I have been wrestling
with my conscience on for several days
and I cannot come up with the answer. 

Mr. MILLS. Let me think with the 
gentleman for just a minute. I pointed 
out how the moneys in this bill were ob-
tained, and how -theywould be spent, the 
sources from which we would get those 
moneys, both from the trust funds and 
from the general funds of the Treasury.
I pointed out that those items in this bill 
from the general fund of the Treasury 
are budgeted with the exception of one 
item, and that is -the item of the Federal 
Government's participation in the sup-
plemental health program to which the 
individual makes his monthly contribu-
tion. 

The reason that is not budgeted is it 
does not go into effect until July 1, 1966. 
Let us take that; that is in this high
budget that we are -talking about. But 
the proposal of the gentleman from Wis-
consin [Mr. BYRNES] does not use the 
payroll method for financing any part
of this. His Government financing is all 
from general funds and we all know that 
the Government is now in a deficit posi-
tion, so Mr. BYRu'jS' proposal would 
mean deficit financing. He says, "I want 
to do more than you want to do, Mr. 
Committee. You have not done enough.
You have not included drugs that would 
be used any and everywhere or private
day nursing service. You have not done 
things like that. I want these people to 
have these things and I am going to give
them to them." I think hc said thaot 
earlier in the course of the debate, that 
the benefits in his bill amounted to more, 
He tried to convince me. He did not do 
it yesterday and he has not done it yet,-
that is, that you can give people more 
and have it costless. 

Mr. JONES of Missouri. I agree with 
the aentleman. 

Mr. MILLS. And I do not think he 
can convince my friend from Missouri 
about that. But even if it is going to cost 
the same under his bill, as it does under 
the committee bill, where does he get
the money? Grut of the general fund of 
the Treasury, this very fund that the 
gentleman has been trying to preserve
and protect and to reduce the national 
debt. The gentleman from Missouri will 
not go for anything like that, I am sure. 

Mr. JONES of Missouri. May I say
this to the gentleman? I do not want to 
embarrass the gentleman by saying this, 
but I have great confidence in the Kerr-
Mills bill, 

Mr. MILLS. I do, too. 
Mr. JONES of Missouri. I still have 

great confidence in that bill. I regret
that we did not bring out four bills in-
stead of this one. I could have gone
down the line for three bills that could 
have been taken out of it, but the fourth 
one is the one that is causing me the 
trouble that is in this bill. The Kerr-
Mills bill takes care of the people who 
need that care and they will get it. I 
think if we pass this bill we are going to 
discourage the States who have not yet 
come into it, and I do not think they will 
ever come into it. 

Mr. MILLS. Mr. Chairman, if the 
gentleman will yield to me further, under 

the provisions of the committee bill which 
are also included I think you are going 
to find that all the States will participate
within just a very short period of time. 

I believe the gentleman from Wis-
consin [Mr. BYRNESI would agree with 
me on that. We are doing that for Kerr-
Mills. 

Mr. JONES of Missouri. I thank the 
chairman, and I want to reiterate the 
confidence I have in him. I have spent
hours studying the various proposals; I 
want to provide the needed services, 
especially for those who cannot afford 
the catastrophic costs that accompany 
some operations and terminal illnesses, 
From a selfish standpoint I would be 
tempted to vote for this bill, and to 
guarantee myself a lifetime hospital and 
medical care insurance policy at a cost 
of about $6 a month-but-I have grand-
children who would be saddled with this 
debt all of their lives, and I do have con-
cern for them and other young people.

The difficulty I have been experiencing
is trying to justify voting for a bill which 
I believe in my heart is not only mnade-
quately financed but which puts a much 
greater proportionate burden on those 
least able to pay and gives to the more 
fortunate a bargain-rate program, a 
large portion of which will be financed 
out of the Public Treasury which is going
deeper in the red each year.

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield such time as he may 
consume to the gentleman from Min-
nesota [Mr. QUIE].

(Mr. QUIE asked, and was given per-
mission to revise and extend his re-
marks.) 

Mr. QUIE. Mr. Chairman, I would like 
to take this opportunity to ask the chair-
man of the Committee on Ways and 
Means, the gentleman from Arkansas 
[Mr. MILLSJ, a question, if I may have the 
gentleman's attentinn. with rsqns~ nthi 

the provision contained in the bill de- 
signed to change the definition of "dis-
ability."

I have heard from some of my con-
stituents who are concerned about .this 
change in definition which liberalizes the 
definition of "disability." 

They are particularly concerned about 
the overlapping of benefits to a person
who is disabled with respect to the work-
men's compensation plans in the various 
States. 

I was wondering if the gentleman from 
Arkansas could illuminate a little more 
on his initial comments with reference 
to this subject as contained in his open-
ing statement on yesterday? 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield?

Mr. QUIE. I yield to the gentleman
from Arkansas. 

Mr. MILLS. I shall be glad to respond,
There is, to some extent-how significant
it is we do not know yet-some degree of 
overlap between the disability benefits 
that are paid under the Federal pro-
gram and some of the benefits which are 
supplied by the State Workmen's Corn-
pensation Acts of the various States. To 
the extent that we may have provided 
disability benefits for an additional 155,-
000 workers and dependents, as we do in 
the committee bill, we may have Included 

some others where there would be an 
overlapping. We just do not know. 

But we were concerned about the mat
ter in the committee. I would direct the 
gentleman's attention to the-committee 
report and the gentleman can find this 
covered in the paragraph dealing with 
this subject matter on page 90 where we 
take notice of this situation. we were 
disturbed somewhat about the manner in 
which it appears to work so we have 
called upon the Department of Health, 
Education, and Welfare to meet with the 
people handling workmen's compensa
tion, and others, and report back to us, 
giving us more factual data than we have 
available today so that we might better 
know how to proceed with respect to this 
problem, if it develops that it is serious 
enough to justify such action. 

Mr. QUIE. The gentleman and his 
committee expects a report from the 
Council before December 31, 1966, so that 
if they do find sufficient overlapping,
corrective action could be taken prior to 
the end of this Congress?

Mr. MILLS. If the gentleman from 
Minnesota will look further down on 
that page, the next paragraph, the gen
tleman will see that we requested that 
the report covering the results of this 
study, and such other facts relating to 
the problem as are found relevant, be 
made on or before December 31, 1966. 
It would be available, therefore, for the 
next Congress.

Mr. QUIE. So the gentleman does 
not contemplate any action on this un
til after that deadline date? 

Mr. MILLS. I would not want to be 
specific either way. If the report comes 
to us before this date, we shall consider 
it as our schedule permits and certainly 
we expect to receive it by that date. 

Mr. QTJIE. If they should find in the 
early days of their study some dramatic 
in ices of-rverlapp-jng, we coul-,d cx
pect that there would be a report on 
that? 

Mr. MILLS. Yes, I would expect such 
a situation to be called to our attention 
at an earlier date. 

Permit me to point out to the gentle
man that because of this very situation 
that has been called to the gentleman's
attention, we did specifically prevent the 
overlapping with respect to workmen's 
compensation and both of the two new 
medical programs.

Mr. QUIE. And with respect to the 
next program, did the gentleman and his 
committee hear from anyone during the 
committee hearings in regard to the In
surance field or from any representatives 
from industry at all? 

Mr. MILLS. Yes, we heard, and I am 
sure other members of the committee 
have heard, from many people about 
this, and from the insurance industry as 
well as other industries. People con
nected-with State workmen's compensa
tion also have written me about it. 

Mr. QUIE. Is there anything in the 
hearings about it? 

Mr. MILLS. I am told that there is a 
reference to it in the hearings by some 
representative of the insurance industry. 
It is in one of these two volumes. 

Mr. QUIE. Rather than take the time 
now, will the gentleman extend his re
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Marks at this point, and put it in the 
RECORD? 

Mr. MILLS. I will be glad to. The fol-
lowing is an excerpt from the testimony 
of J. Henry Smith, vice president, Eqlui-
table Life Assurance Society, of the 
'United States--page 393, printed execu-
tive session hearings on medical care 
for the aged, February 4, 1965: 

Section 1809(e) prevents payments in cer-
tain circumstances where duplication of 
benefits would otherwise result. We recoin-
Mend extension of this sound antiduplica-
tion principle to other areas such as work-
Men's compensation, occupational disease or 
similar benefits, and benefits paid under vol-
untary health insurance, 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield 1 minute to the gen-
telman from Ohio [Mr. LATTA]. 

Mr. LATTA. Mr. Chairman, I take 
this time to pose a question to the chair-
man of the committee, the gentleman 
from Arkansas [Mr. MILLS]. 

In this bill we are making certain 
changes in the widows' benefits. I would 
like to ask this question of the chairman: 
Suppose a widow is married to her first 
husband for more than 20 years. After 
his death she remarries, and her second 
husband is killed on their honeymoon. 
Can she elect to take benefits under her 
first husband's account? 

Mr. MILLS. The answer to the gentle-
man's question is, "Yes." She was mar-
ried to the second husband for a period 
of less than 20 years? 

Mr. LATTA. Yes. 
Mr. MILLS. She could resume her 

benefits on the basis of her first hus-
band's work record. 

Mr. LATTA. I thank the gentleman. 
Mr. MILLS. Mr. Chairman, I yield 3 

minutes to the gentleman from Ohio 
[Mr. MOELLER.] 

(Mr. MOELLER asked and was given 
permission to revise and extend his re-
marks.)

Mr. MOELLER. Mr. Chairman, in spite 

Mr. MOELLER. If Ohio does not par-
ticipate in the Kerr-Mills legislation, 
what benefits would the citizens of Ohio 
beyond age 65 get if the so-called elder-
care bill had been passed? 

Mr. MILLS. They can get no benefits 
under the so-called eldercare bill until 
the State has implemented the program. 

Mr. MOELLER. In other words, the 
effort being put forth back in Ohio try-
ing to sell our people on the idea of 
eldercare, and you know who is doing 
this, is misleading and false information 
to our elderly citizens? 

even by the officialdom of the AMA, al
ways rises again. 

I am not surprised in the least by the 
tactics employed by the American Med
ical Association against the medical care 
program for the elderly. It has a long 
and sorry record of blind opposition to 
any legislation, to any program designed 
to promote the health and welfare of the 
ordinary people of this Nation. Let us 
look at the record: 

In 1930, the American Medical Asso
ciation branded as "communistic" the 
Sheppard-Towned Act for maternal and 

gram solely. It is a Federal-State pro-
gram, a Federal program of assisting the 
States, just as the Kerr-Mills Act does. 

Mr. MOELLER. Yes. So, even if 
passed by Congress there would have 
been no benefits of any kind in the elder-
care bill for the people of Ohio unless 
the State implemented it. 

There is also a very sane And moral 
position to hold with respect to this 
legislation. There is no nation on earth 
which gives away so much money per 
year under welfare programs as does the 
United ~States. Now, this program is 
going to call on people to start laying 
a-side a little money in their employable 
years, to put aside funds for a rainy day, 
to become self-reliant in their later 
years. Is that not correct, Mr. Chair-
man? 

Mr. MILLS. Yes; that is the way I 
look at it. 

Mr. MOELLER. Now, Mr. Chairman, 
we are approaching the moment that I 
have dreamed of and worked toward for 
a long time. We are getting ready to 
pass the medical care program for the 
elderly-and I am confident that we are 
going to pass it by a truly fantastic 
majority,

This vote will serve unmnistakable 
notice that the House of Representatives 
will not be and cannot be intimidated or 
browbeaten by the ruthless cynics who 

M.MLS ti o eea r-cidhatfrcipe hlrn n 
M.MLS ti o eea r-cidhatfrcipe hlrn n 

for child welfare. For good measure,
the AMA denounced this compassionate 
program as "Federal bureaucratic inter
ference with the sacred rights of the 
American home." 

In 1939, the editor of the Journal of 
the American Medical Association con
demned the old-age assistance program 
as "a definite step toward either commu
nism or totalitarianism." He charged 
that the social security program repre
sented "the first breakdown of American 
democracy.", 

Later, the American Medical Associa
tion bitterly opposed the extension of 
social security benefits to the perma
nently and totally disabled at age 50. 
The AMA somehow managed to see this 
refinement as constituting "a serious 
threat to American medicine." 

When Congress eliminated the means 
test in the crippled children's program 
the American Medical Association was 
beside itself in denouncing this step as 
"Socialistic.", 

The American Medical Association 
fought against the creation by Congress 
of free diagnostic centers for tuberculosis 
and cancer. These centers were viewed 
by the AMA with its usual alarm as 
"unwarranted socialization" and "an 
encroachment upon the field of medi
cn. 

Wehvharagetdalfo te 
American Medical Association about the 
vruso outr elhisrne 
Siruch of colurseyw easlnthalwuayste 
case' 

The Journal of the American Medi
cal Association, in 1933, condemned 
group hospitalization plans as "half
baked experiments in changing the 
natura fmdclpatie. h or 
na aso described voluntary health in
surance as promoting "socialism and 
communism-inciting to revolution.", 

In 1950, an authorized spokesman for 
the American Medical Association 
denounced as "impractical and harmful 
to national defense" a plan before Con
gress to guarantee medical care for de
pendents of men in the Armed Forces, 
including those fighting in Korea. 

The list of healthful and necessary 
medical programs that the American 
Medical Association has seen fit to brand 
as "socialistic" or "communistic" or 
"totalitarian" or "dangerous" goes on 
and on. 

Fortunately, neither Congress or -the 
overwhelming majority of the American 
people have been taken in by these pro
nouncements of doom from the Ameri
can Medical Association. 

legislation, particularly relative to the 
burden it will place on our young people 

of odyI urchldenanaytht or 
children's children will rise up someday 
and call us blessed for passing this legis-

laton.gras-o 
In my professional life I have dealt 

almost daily with sick people. Not only 
spiritual problems confronted these peo-
pie. Also weighing heavily on their 
minds was the problem of how they 
would Pay hospital bills and how they 
were going to pay doctor bills. Those 
were serious problems. But, H.R. 6675 
gives us the means to correct a bad situ-
ation and lift this mental plague. 

We have heard much, Mr. Chairman, 
about what can be done through other 
kinds of legislation, but I fear that a lot 
of misinformation has been circulated 
with respect to the medical bill. If the 
chairman of the committee will reply, I 
would like to ask him two questions, 
No. 1, does Ohio qualify for assistance 
under the present Kerr-Mills legislation? 

Mr. MILLS. It is my understanding 
that the State of Ohio has not imple-
mented this program. I was told that is 
right. They do have old-age assistance, 
however, 

haofalasbensadagintthscontrol the American Medical Associa-
tion. 

Down through the years, the American 
ledical Association has spent countless 

millions of dollars to defeat urgently 
needed and compassionate health pro 

sam hehospitaldorith 
face of the elderly-to throw up one 
roadblock after another in the steady 
march of medical progress. 

I am talkinz now about the leadership 
of the American Medical Association, the 
little group of cynical men who have 
appointed themselves as would-be czars 
of the health and welfare of this Nation 

I know personally that many doctors 
are as contemptible of the leadership of 
the American Medical Association as I 
am; I have been personally assured by a 
large number of doctors in my 10th Con-
gressional District that the bill we debate 
here today-H.R. 6675-is vastly su-
perior and infinitely more desirable than 
the so-called eldercare proposal, 

-Mr. Chairman, the latest drive by the 
leadership of the AMA to retard medical 
progress was doomed to defeat from the 
start. For Its slick propaganda cam-
paign was built on- a foundation of exag-
gerations, deceptions and outright false-
hoods. The truth crushed to earth, 
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Mr. Chairman, I am especially glad 

today that my constituents saw fit to 
return me to -Congress as their Repre-
sentative. They have given me the op-
portunity to do what I said I would do 
in my campaigns of 1962 and 1964, and 
that was to help pass a medical care pro-
gramn for the aged,

I recall that in 1962, when I advo-
cated a medical care program, I was 
attacked and villifled as a "Socialist," as 
one dedicated to destroying the freedom 
and liberty of our People. The campaign 
against me was so lacking in any sem-
blance of fairplay that.it attracted na0-
tionwide attention, as an example, I 
suppose, of the lengths that the AMA 
will go to punish anyone who refuses to 
kowtow to its dictates. In any case, 
Drew Pearson finally exposed those who 
were behind this scheme to destroy me. 

it is with great pleasure, Mr. Chair-
man, that I repeat my firm support Of 
H.R. 6675 and urge its passage. I am 
sure that this legislation will in ELShort 
time rank in acceptance and popularity 
with the Social Security Act and Other 
measures that have contributed so much 
to the health, happiness and security of 
the American people.

Mr. MILLS. Mr. Chairman, I yield 3 
minutes~to the gentleman from New 
Jersey [Mr. KREBS]. 

(Mr. KREBS asked and was given 
permission to revise and extend his re-
marks.) 

Mr. KREBS. Mr. Chairman, during 
the course of the debate on this bill, we 
have heard from a few opponents to 
medicaxe legislation that this bill is not 
the right approach to this problem. 
Some of these remarks bring back to my 
mind my own campaign a few months 
ago in which I indicated my support Of 
medicare. During the hectic days Of 
campaigning we were told -by the medi-
care opponents that this bill was not 
needed. 

I replied that the 19 nillion eldeily 
Americans are proof of the need. Ap'-
proximately only half of those have hos-
pitalization insurance, and half oi those 
so insured hold policies that inade-
quately cover only hospital care. 

It is no secret that 80 percent of the 
elderly suffer from chronic ailments; 
that these older citizens require at least 
three times as much hospital care as 
younger people; that .90 percent of those 
over 65 years of age require hospitaliza-
tion at least once and their hospital 
stays are nearly double the duration of 
those for younger people. 

Thus, today the person over age 65 
can anticipate an average hospital stay 

ofabut15dysascopre t tefor 
average 7 days for those under 65. 

That the need for this legislation ex-
ists, therefore, cannot be doubted by 
any reasonable person who wants to 
look at the facts, 

Looking fdrther into the hard facts, 
we see that to pay for these inevitable 
hospitalization costs, at least 91 percent 
of the single, elderly persons have an in-
come under $3,000. Among the married 
elderly couples, 29 percent are estimated 
to have less than $2,000 income, and 80 
percent have less than $5,000. 

When it is shown, as indeed it has been 
adequately demonstrated during this 
debate, that a full one-tenth of our pop- 
ulation is directly affected by the ever-
increasing health costs to be paid out of 
the ever-decreasing income, then I say 
it is time for the Nation to come to grips 
with this problem.

I believe this bill rcprescnts a sensi-
ble combination of social security expe-
rience with Kerr-Mills legislation, that 
in the past has received the support Of 
important segments of the medical pro-
fession. The Ways and Means Coin-
mittee is to be commended for the 
thoroughgoing work that went into the 
drafting of this bill, and I rise today in 
support of that bill which the gentle-
man from Arkansas, Chairman MILLS, 
has so ably guided through the debate. 

I would say to my colleagues on the 
Republican side of the aisle who made 
reference to the negligible effect the 
amount of $4 could have, which would 
be given to the recipients, when you com-
pare $4 to the millions of dollars the 
Americali Medical Association has spent 
in opposition to this legislation, and 
when you compare thlis $4 to the $74 
received by recipients of social security,
it represents a 5-percent increase, I say 
this 5 percent is equal to a pint of milk 
a day for everybody over 65, and I think 
this can very well make the difference 
between their good health or the lack 
of it. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield 12 minutes to the dis-
tinguished minority leader, the gentle-
man from Michigan [Mr. FORD]. 

(Mr. GERALD R. FORD asked and 
was given permission to revise and ex-
tend his remarks.) 

Mr. GERALD R. FIORD. Mr. Chair-
man, I have listened with great interest 
to the debate on the measure now before 
us which would make many significant 
improvements in our social security sys-
tem and which would also provide a 
three-tier approach purportedly to Im-
prove the health care security of our 
aged. 

For the most part, the improvements 
that would be made under this legisla-
tion are meritorious and desirable. I am 
sure that they have the support of vir-
tually every Member of this body. Such 
improvements include the cash benefit 
increase, continuing benefits for young 
people up to age 22 who are in school, 
the liberalization in the retirement test 
so that our aged will have greater fre-
dom in determining the extent to which 
they want to continue working, the 
changes in the coverage opportunities 

certain of our citizens who are over 
age 72, the strengthening of the public 
-assistance titles of the act, and the vol-
untary health insurance program, 

Most, if not all, of these improvements 
were included in a bill introduced by the 
able ranking minority member of the 
Committee on Ways and Means early in 
January. These improvements could 
have been enacted long ago if the ad-
ministration had not insisted that the 
controversial compulsory medicare plan 
had to be a part of any social security 
package. In fact, these specific Im-

provements to which I have alluded 
largely could have been enacted last year 
with substantial Democrat and Repub
lican support-and did in fact pass the 
House-b~ut final action was thwarted 
by the advocates of compulsory medicare. 

During the portion of the debate that 
occurred yesterday, there were some Over
tories of partisanship. They were few, 
but they did occur. When they did oc
cur, I could niot help but wonder whether 
the spokesmen were being more inter
ested in politics than in people. To me, 
the legislation before us is not a political 
issue; it presents the honest question of 
how best to deal with a recognized prob
lemn in a manner that meets the tests of 
adequacy, fairness, and effectiveness. 
Compassion for the aced and concern for 
the taxpayers are without party labels. 
The entire membership of the Committee 
on Ways and Means--Republican and 
Democrat alike-warrants the commen
dation of the House of Representatives
for the diligent effort that has been de
voted to the development of this legisla
tion. I believe it is also appropriate to 
recognize the fact that many other Mem
bers of the House who do not serve on 
the Committee on Ways and Means have 
made constructive contributions to this 
legislation by the thought and advocacy 
they have given to approaches to dealing 
with the problems of our aged. 

Thus, in a short time we will vote. I 
would like to suggest that we recognize 
that our votes are not for or against an 
adequate social security system nor is 
there involved the question of: Should 
our aced receive adequate health care? 
Rather, the vote is on which alternative 
do you prefer. It is with respect to those 
alternatives that I would like to address 
the balance of my remarks. 

Th vp sad that, this bill would nrnvii'ip 
a three&-tier program to finance the 
health care requirements of our aged. 
One tier involves the existing Kerr-Mills 
program and would strengthen it by 
adopting the essential elements of the 
eldercare proposal so that our needy aged 
can be assured of comprehensive medical 
assistance under State administered pro
grams. This tier has virtually unani
mous support. 

A second tier is based on a plan origi
nally advanced by the gentleman from 
Wisconsin [Mr. BYRNES] and his Repub
lican colleagues on the Committee on 
Ways and Means. It would provide a 
voluntary system of health Insurance 
available to the aged that would recog
nize ability to pay and not involve the 
imposition of a payroll tax on the work-
i~ng .population. This second tier is 
taken from a Republican proposal, as I 
have said, and has been adopted by the 
Democratic administration, praised by 
the President, and approved by the mem
bers of the Committee on Ways and 
Means. In the order of things as this 
second tier appears in the committee's 
bill, it is referred to as the voluntary 

supplementary plan. 
The third tier is referred to as the 

basic plan and It is the administration's 
so-called medicare proposal. It is com
pulsory, is financed by a payroll tax, and 
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Provides only limited benefits in a re-
stricted range of health services, 

Mr. Chairman, when it is realized that 
the proposal advocated by the Republi-
can members of the Committee on Ways 
and Means would strengthen the exist-
ing Kerr-Mills program and would estab-
lish a more comprehensive voluntary 
system of health insurance for the aged, 
the question inescapably arises why are 
some people insisting on this third tier-
the medicare approach? When that 
question is asked, the issue becomes clear, 
It brings into sharper focus what the 
proponents of medicare are really ad-
vocating. They are not advocating the 
only way in which the aged can be pro-
tected against the economic adversity of 
illness because the Republican alterna-
tive-which has been endorsed in prin-
ciple by the Democrats-gives the aged 
more comprehensive protection. The 
medicare proponents are not advocating 
the only way to adequacy, economy, or 
efficiency in a health care program be-
cause I submit to you that the Republi-
can alternative based truly on the insur-
ance concept is the proven and time-
tested way. What then are the medicare 
proponents really advocating? They 
are proposing compulsion and higher 
payroll taxes and that alone. Compul-
sion and regressive payroll taxation are 
the essence of their approach to this 
matter. 

If compulsion is so necessary, why 
do not the medicare proponents have the 
courage of their convictions and go all 
the way with it? Why should they toler-
ate any voluntary aspect in the program? 
If payroll taxation is so sound, why do 
not the medicare proponents go all 
the way with payroll taxation to fi-
nance the entire program? Under the 
dual hodgepodge system that the medi-
care advocates have put together, we are 
going to find our aged bewildered by a 
multiheaded bureaucratic maze of con-
fusion over what program covers what 
and who is on first base. Many of the 
aged will learn too late that their health 
needs are being only partially met by the 
plan of so-called insurance imposed upon 
them under medicare. The compulsion 
in medicare can only mean compelled 
confusion rather than improved protec-
tion for the aged. 

Mr. Chairman, during the past 2 years 
we experienced the pleasant novelty of 
witnessing the Democratic Party em-
bracing the traditional Republican con-
cept that lower taxation would encourage 
economic growth. The Congress was 
urged to approve a tax reduction pro-
gram to advance the economy on the 
promise of spending restraint and we 
did, although the expenditure restraint 
has failed to materialize. Presumably, 
later this year we are going to have the 
opportunity to bring out a reduction in 
certain excise taxes--again as an eco-
nomic stimulant. Just the other day, the 
distinguished new Secretary of the 
Treasury said that tax cuts can help our 
Nation solve Its very serious balance-nof-
payments deficit. 

I wonder if the Secretary of the Treas-
ury knows about this bill. In significant 
part, this bill will be responsible for so-
cial security Payroll tax collections for 

1966 exceeding by almost $5 billion the 
amount to be collected with respect to 
the current year. These increased taxes 
will not be premised on any concept of 
ability to pay. They will be imposed 
at a higher rate applicable to a higher 
taxable base as virtually a gross income 
tax; they will be imposed at the low end 
of the income scale on the working pop-
ulation to pay health care expenses for 
the elderly population in total disregard 
of the substantial ability of many of the 
aged to provide for themselves. To the 
Secretary of the Treasury I say, "Mr. 
Secretary, what does the major tax in-
crease under this bill do to your urgent 
endeavors to deal with our critical bal-
ance-of-payments situation?" We might 
also ask ourselves how the war on poverty 
will be advanced by increasing the cost 
of employment and do we really help 
Appalachia when we make it more costly 
and difficult for our domestic steel pro-
ducers to compete with imports? I sub-
mit, Mr. Chairman, that we are rapidly 
reaching the point where we have more 
programs than we have policy, where we 
have more solutions than we have con-
sistency.

Mr. Chairman, in attempting to justify 
the medicare approach, much is made of 
the fact that by imposing what will Ulti-
mately be a tax of up to $740 a year on a 
worker and his employer, we will have a 
funded system that provides for prepay-
ment of protection. One need only read 
the Republican views in the committee 
report to recognize the fallacy in these 
assertions. The program is not funded 
and in fact medicare will add billions and 
billions of dollars to the already stagger-
ing unfunded obligations of the OASDI 
program of the social security system. 
There will be no prepayment because the 
taxes paid today will be used to Provide 
benefits for those persons currently aged 
and the future security of the present 
woiking population will be contingent on 
the willingness of the workers at that 
time to bear the burden of the higher 
taxes we are imposing on them. 

Much has been made of the fact that 
there is some magical safeguard involved 
in providing a separate payroll tax and 
a separate trust fund for the medicare 
program. Mr. Chairman, I submit that 
the exigencies of tomorrow arising from 
the expediency of today will prove these 
so-called safeguards mere myths. The 
American people will not distinguish the 
OASDI cash benefits from the Medicare 
service-type benefits. Both are being 
provided in the same bill. The taxes the 
people pay will apply to the same earned 
income and the debts we leave to the next 
generation will comprise one encumber-
ing burden regardless of how we attempt 
to compartmentalize the debts by no-
menciatures. Therefore, regardless of 
the various labels that we may subscribe 
to today to distinguish between the cash 
benefit program, and the service benefit 
program, the danger that medicare poses 
to the ability of the OASDI program to 
meet its cash benefit obligations cannot 
be denied. In support of my contention 
that these trust funds are not inviolate, 
I need only point out to you that in this 
bill now before us is a Provision increas-
ing the allocation of funds to the dis-

ability trust fund to the detriment of the 
old-age and survivors trust fund. 

Mr. Chairman, the arguments against 
the medicare approach and in favor of 
the approach contained in the Republi
can alternative could be discussed at con 
siderably more length than I will take 
today. These arguments have been well 
stated by people who have preceded me 
in this debate and will also be discussed 
by those who follow me. 

It does seem to me that with the-Demo
crats having embraced the Republican 
approach in substantial part, they have 
an obligation to explain their apparent 
inconsistency in insisting on both the 
compulsory approach and the voluntary 
approach. They have an obligation to 
explain why they use payroll taxes in 
part and other financing methods in part. 
Some of the Members from the other 
side of the aisle have an obligation to ex
plain why a proposal that seemed un
sound last year is suddenly sound this 
year. 

Mr. Chairman, it will be my purpose to 
support the Republican alternative em
bodied in the motion to recommit. it is 
to be recognized that on this particular 
issue under the existing parliamentary 
situation, such a vote in my judgment is 
not a negative vote but is, indeed, a posi
tive vote for an improved bill that treats 
our retired People more adequately and 
our working citizens more equitably. 

I conclude with these observations. 
The House Republican Policy Commit
tee and the House Republican Confer
ence have endorsed H.R. 7057, the Byrnes 
bill, as the motion to recommit. H.R. 
7057 was unanimously endorsed by all 
of the Republican members of the Coin
mittee on Ways and Means. I commend 
the Republicans on the committee for 
their hard and constructive work. I 
especially commend the gentleman from 
Wisconsin, Congressman JOHN BYRNES, 
for his leadership in drafting H.R. 7057 
which is constructive legislation, far pref
erable to the committee proposal. 

As far as final passage is concerned, 
if the Motion to recommit fails, neither 
the House Republican Policy Committee 
nor the House Republican Conference 
have recommended any guidelines. This 
is quite understandable. The commit
tee bill, H.R. 6675, is to a substantial 
degree Republican legislation, except 
that part which incorporates the ad
ministration's King-Anderson proposal 
for hospital care financed by a payroll 
tax. 

Many of my Republican colleagues, in 
weighing the Republican portions of 
H.R. 6675 against the administration's 
part of the same bill, with understand
able logic will vote for the bill on final 
passage. On the other hand some of us, 
including myself, have strongly and con
sistently opposed the regressive payroll 
tax method of financing hospital care 
for the aged. 

In my judgment that portion of H.R. 
6675 which is unsound, outweighs the 
good. In the final analysis it is one's 
own conscience, not a Republican policy 
position, that will determine how Repub
licans will vote on final passage. 

I conclude, however, by reemphasizing 
that the Republican motion-to recommit 
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is sound. it Is our policy as a party. 
I urge that my colleagues support the 
Byrnes substitute, H.R. 7057. 

Mr. MILLS. Mr. Chairmani, I yield 
10 minutes to the gentleman from Ok~la-
homa, the distinguished majority leader 
[Mr. ALBERT). 

(Mr. ALBERT asked and was given 
permission to revise and extend his 
remarks.)

Mr. ALBERT. Mr. Chairman, I join 
the distinguished and able Republican 
leader [Mr. FORD] in commending the 
outstanding performance of the members 
of the Committee on Ways and -Means in 
preparing this bill and presenting it to 
the Members of this House and of this 
committee. I doubt that in all the his-
tory of the Congress a bill has been more 
thoroughly considered or more thorough-
ly debated. I doubt that ever before the 
quality of debate on any bill has been 
more penetrating or more cogent than 
it has been on this bill. 

The gentleman from Michigan [Mr. 
FORDJ has properly paid tribute to all 
the members of this committee. The 
accolades which have been accorded to 
the distinguished chairman of this com-
mittee by Member after Member only 
begin to suggest the compliments which 
this House and this country owe him for 
the job he has do~ne In shepherding this 
bill through the committee and through 

ThypHouse 
Tyiah owr f h isi-

guished gentleman from Arkansas, this 
bill represents tremendous effort, match-
less ability, and sincere dedication. 

When I first came to the Congress I 

As for this matter having been proper-
ly considered, in the first place I know 
the extent to which the gentleman from 
Arkansas considers this type of legisla-
tion. I know how well he does his home-
work. When the gentleman from Ar-
kansas brings out a bill it is well prepared 
and ,well considered. This was true of 
the tax bill last year. It was true of the 
trade bill. It has been true of every bill 
managed by the distiguished gentleman 
from Arkansas. He and his committee, 
in my opinion, have minutely examined 
every possible fiscal taxation, actuarial 
element involved In this measure. 
Knowing the chairman and his commit-
tee as I know them I am confident that 
they have consulted the Secretary of the 
Treasury, the Bureau of the Budget, the 
Social Security Administration, the Pres-
ident's economifc advisers, and all those 
who could make contributions in this 
matter. This is a great, progressive bill. 
This is a bill for humanity. This is a 
bill for people. This is a bill which the 
American people want and they want it 
enacted in 1965. 

This bill, I say to my colleagues, Re-
publicans and Democrats alike, is a bill 
which in my opinion will serve well those 
of us who support it, politically and 
otherwise, through the years. This is 
landmark legislation which offers a truly 
unique opportunity to serve millions of 
older Americans.dstin

Mr. Chairman, this legislation is 
sound. It is just. It is past due. I 
hope it will be enacted by an overwhelm-
ing vote. 

Mr. MILLS. Mr. Cliairman, I yield 

the management and operation of the 
program, and when properly imple
mented by the States it can function 
successfully and adequately. That fact 
has been demonstrated. The very man
ner of Its administration constitutes a 
built-in guarantee against the socialized 
medicine concept. And it is much less 
expensive than what is now being pro
posed.

Then why the necessity for another 
approach, costing the taxpayers billions 
of dollars? Can we afford the luxury 
of financing two of these health pro
grams at the same time? The taxpay
ers I hear from seem to think the cost 
of Governiment is already too high. 
They would like to see tax reductions, 
not tax increases. Someone suggested 
that the increase in social security taxes 
under the Pending bill would be about 
like increasing personal income taxes 
by 10 percent on the average taxpayer-
perhaps even more. 

Now what will this new concept cost? 
There are around 20 million People over 
65 who would benefit from the pending 
bill. This number includes the rich, the 
poor, and those with moderate incomes. 
Yet whether they need it or not, every
one will get the same benefits. Official 
estimates are that it will cost $35 billion 
to finance hospitalization for these el
derly people. 

This program is to be financed by a 
compulsory increase in the payroll taxes. 
Under the pending bill that tax will 
gradually Increase until. it reaches the 
total of 11.2 percent. This is an alarm-
Igicesadudutdypt h 
stability of the social security system in 
epry 

wa bc n h vr erysuch timie as he may consume to theha ol 
days of social security when a bill was 
tied up in the great Committee on Ways 
and Means, the rising star from Arkansas 
first demonstrated before the House his 
genius for handling difficult legislation. 
The distinguished gentleman from Ark-
ansas [Mr. MILLS] worked out the solu-
tion which made possible the enactment 
of one of the great early social security 
bills. He has continued to develop these 
great skills and this body adteetr 
country have been well served as a 
result. 

I cannot agree with my distinguished
friend from Michigan on that portion of 
the bill which he opposes. I have heard 
this argument about the payroll tax 
being repressive ever since I can remem-
ber hearing about social security. I have 
heard the argument about its being in-
voluntary ever since the first social se-
curity message was sent to the Congress. 
I have heard the argument, yes, although 
it has been softened somewhat, about its 
being socialistic. But I have never in my 
lifetime seen any senior citizen of this 
coun'try drawing a social security check 
who did not believe that social security 
was one of the finest things the Congress 
of the United States ever* did for the 
senior citizens of this country. Our 
citizens are willing, and I think the em-
ployers of this country are willing to 
increase the payroll taxes, through a new 
tax, under a separate account, in order 
to enact into law the benefits of that 
portion of the bill which come under the 
social security tax provisions. I am sure 
'that all those who have given it reason-
able consideration favor this proposal, 

gentleman from Texas [Mr. FISHER]. 
(Mr. FISHER asked and was givenjepry 

permission to revise and extend his re- This payroll tax will be applied to the 
marks.) first $6,600 of income from wages. Even 
cOMPULsORty TAX FEATURZ OF MEDICARE BIL the wagge earner whe makes only $3,600 

IS VRAnUGHTWI'IH DANGER a year will find his social security taxes 
Mr IHR r himn odexceed his income tax each Year. That 

in my hand a letter from a Texas con-
stituent, in which he states: 

I have a mother, mother-in-law, and 

autwhhaebnfednerheKr 
Mills plan. They do not have an income at 
all. Two of these are in a rest home. The 
other has had a major operation, in hospi-
tal for 15 days. Kerr-Mills takes care of 
these without expense to me. This plan 
helps those that really need It. 

It would appear from this that the 
Kerr-Mills plan of aiding needy elderly 
people in meeting their hospital and 
medical costs is fairly adequate, or at 
least can be made that way if and when 
deficiencies arise. 

We all recognize the obligation society 
-owes to elderly people who are faced 
with hospital and medical bills they are 
unable to pay. And there should not, of 
course, be any semblance of a "Pauper's 
oath" required in order to get it. That 
objective is attainable under the Kerr-
Mills plan. Because of that sense of ob-
ligation to these people, I voted for the 
Kerr-Mills Act when it was approved in 
Congress 5 years ago. Under it the Fed-
eral Government makes substantial 
grants to the States to help finance the 
cost. It is administered by the various 
States which choose to make use of it. 

This approach _appeals to me because 
It divorces the Federal Government from 

wagen earner witha wtlfe5antworcin
dren, winlldpay antoteal ofy$250d taxyeari 
1966,wincluding wincome and payol taxesan 
$18 of it will apply to hospitalization. 

It is Pointed out in the committee re
port that under the pending bill, a 
worker entering the work force at the 
age of 21 will pay his tax for 44 years-
matched by his employer. The actual 
cost of the hospitalization program per 
worker, of this 21-year-old person, with 
Interest at 31i/2 percent per annum, will 
total $8,590. That will be paid, under 
compulsion, to help finance hospital 
benefits for those already retired. And 
it is pointed out that the same amount 
invested in private health insurance 
would provide the worker with far more 
extensive benefits than are provided un
der the hospital program as contained 
in this bill. 

Another significant point that Is made 
refers to the prepayment concept in the 
bill, which the minority characterizes as 
a myth. It is pointed out that when the 
21-year-old worker becomes 65, there 
will not be $8,590 waiting for him, to 
finance his hospital needs. That money 
will have been used to pay benefits for 
those who preceded him. Indeed, the 
estimated set-aside will cover the cost 
of only 1 year's benefits. 
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The most serious and dangerous as-
pect of the medicare proposal, as I see 
it, is the financing method. This follows 
the pattern employed to finance social-
ized medicine in Britain, France, Hol-
land, and elsewhere. That method of 
fiancing has weakened the integrity of 
the social security systems in some of 
those countries. The Minister of Health 
in France, for example, recently said 
their system was facing bankruptcy be-
cause of the burden of the medicare fea-
ture. 

It has been the history of these pro-
grams; financed through. social security 
taxes, that they start out on a modest 
basis, then grow and grow until there is 
coverage for everybody-rich and poor, 
sick and well. And along with the strain 
of finances there has been a deteriora-
tion of the quality of both medical and 
hospital services in practically every 
country that has gone in for state medi-
cine. Will history repeat itself in this 
country? This will, of course, depend 
largely upon how much expansion there 
is to be in the future. That calls for an 
examination of the motivations of the 
architects of this compulsory system. 

Former Congressman Aime J. Forand, 
a chief supporter of this method Of 
financing hospital costs, explained the 
ultimate goal in January of 1961, in 
these words: 

If we can only break through and get our 
foot inside the door, then we can expand 
the program after that, 

Walter Reuther, another of the prime 
architects of this method, said in At-
lantic City last year, he favored "a na-
tional health plan to provide compre-
hensive medical care for all Americans 
without regard to their ability to pay for 
it.", 

Former Postmaster General Edward 
Day, who was in the Kennedy cabinet, 
who opposes the pending method of 
financing health care, in an article in 
Nation's Business last year, foresaw pres-
sures to expand. coverage once the com-
pulsory financing scheme is put into 
effect. 

A spokesman for the Socialist Party 
in the United States was recently quoted 
as saying such a system would be "capa-
ble of indefinite expansion until it in-
cludes the entire population." 

Mr. Chairman, I certainly do not ques-
tion the motives or the good faith of the 
members of the Ways and Means Coin-
mittee who reported this bill. I am sure 
they would not want the coverage to ex-
pand in the manner proposed by Mr. 
Forand, Mr. Reuther, and others. But 
these members will not always be around 
to act as watchdogs. In the natural 
evolution of things we simply must as-
sumne that once the compulsory feature 
is adopted, there will be constant pres-
sures to expand it. The Assistant See-
retary of Health, Education, and Wel-
fare, Mr. Wilbur Cohen, now in office, 
an advocate of this method of financing
medicare, once told a Senate committee 
that he favored a social security payroll 
tax of 20 percent on a wage based on 
$9,000 per year. 

once this compulsory tax method is 
adopted, we must assume that there will 
in the future be candidates for Congress 

who will say to voters: "Look, you are 
paying heavy taxes for medicare. You 
pay it every year, whether you want to 
or not. If you do not pay it they will 
put you in jail. Yet, if you get sick the 
Government will not pay a dime on your 
hospital and doctor bills unless you are 
at least 65 years of age. You are paying 
for it now and you are entitled to the 
benefits now. Elect me to Congress and 
I will go to Washington and try to get 
some justice for you." 

Reacting to pressure groups, political 
platforms of both major parties will 
probably soon begin to include planks 
calling for expansion of medicare cover-
age in the future. 

Mr. Chairman, there is no point in be-
laboring this issue. It is so important 
that we take this step with our eyes 
open. We have in this country the most 
advanced and efficient medical and hos-
pital service in the world. We know 
from the experience of others that po-
litical medicine is not good medicine. 
We know something of the risks that 
will be taken by getting the foot inside 
the door. We will be embarking on a 
dangerous course, despite good inten-
tions, which can be quite disastrous. 
Because of my opposition to the medi-
care feature of this bill I shall be con-
strained to vote against it. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield myself 10 minutes. 

(Mr. BYRNES of Wisconsin asked and 
was given permission to revise and ex-
tend his reniarks.) 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, I would echo the sentiment 
of the majority leader expressing a cer-
tamn satisfaction with the method in 
which the debate on this bill has pro-
ceeded, and I think it has been on a very 
high level, 

Mr. Chairman, I am not too sure how 
much that debate, however, has influ-
enced any votes. But I think it has made 
a clear record of the issues and of the 
problems -and of the area of agreement 
that are involved in the legislation that 
is now pending before us. 

Mr. Chairman, the gentleman from 
Arkansas [Mr. MILLS], chairman of the 
Committee on Ways and Means, however, 
has suggested a short while ago that I 
still had not convinced him, and appar-
ently I had not convinced some others 
with respect to how we could present, as 
we do in the alternative program, a bet-
ter medical package at less cost to the 
general taxpayers. 

Mr. Chairman, if I might borrow, 
therefore, from the words of our Pres-
ident which I believe are words taken 
from the Bible, "Let us reason together," 
I would like in these few remaining min- 
utes of this debate to try to reason with 
the gentleman from Arkansas and some 
others as to how this is possible. 

Let me to say to all of my colleagues 
that I have been as interested in getting 
the true cost of both programs as anyone
could be, because I believe that is an 
important element. I am fearful, how-: 
ever, that there are some who while pro-
fessing to be Interested in the costs in-
volved, have been a little more concerned 
with trying to blow up the cost of the-
substitute proposal simply as a means of 

discrediting it. As a fundamental pro
position I believe they will have difficulty 
in discrediting it in yew of the fact that 
the majorty on the committee have ac
cepted the underlying principles of the 
substitute bill, that of being voluntar# 
and that of being contributory. These 
are fundamental parts of the committee 
bill. They have adopted from us-and 
I support them in doing so--a proposal 
to take care of supplemental medical 
benefits under a voluntary contributory 
system. But while adopting these prin
ciples, they point to the overall cost of 
the substitute package as being the in
herent evil. 

We had for instance, Mr. Chairman, a 
very odd situation yesterday where we 
had been given an official, and what I 
thought was a final estimate, by a recog
nized actuarial expert as to cost of my 
bill. 

We had up until yesterday what we 
thought was a firm and a final estimate 
from the chief actuary of the Social 
Security Administration as to the cost 
of the proposal I had made. That esti
mate was submitted in a letter of Febru
ary 26, a little more than a month ago. 
But then, yesterday I was informed, and 
this body was informed by the chairman 
of the Committee on Ways and Means, 
that as late as the day before, on April 5, 
he had obtained a new memorandum 
containing a new estimate of the cost 
of my bill. I must confess that this came 
as a surprise to me because I have been 
trying to keep close to this legislation, 
hoping to make some contribution to it, 
and I did not know that information 
would be presented here that had not 
been made available to the rest of the 
members of the committee. 

Even yesterday, I thought when the 
chairman called my attention to that 
memorandum of April 5, that this would 
be the last word; that the actuary had 
finally made up his mind as to what the 
substitute proposal would cost. 

But, lo and behold, in this morning's 
RECORD we find a further revision of 
the estimate in the form of a memo
randum from the chief actuary of the 
Social Security Administration, dated 
Aptil 7-that is yesterday. Whether the 
chairman had that memorandum during 
the course of our debate yesterday or 
whether that memorandum was pre
pared after the debate, I do not know, 
but to my great surprise in the RECORD 
this morning I find even a later estimate. 
Whether I will find another estimate 
after today's debate, when I read to
morrow morning's RECORD, or a couple 
of days from now, I do not know. 

At the close of my remarks, Mr. Chair
man, I will place in the RECORD a copy of 
the letter which I directed to the chief 
actuary under date of February 12, this 
year, and a copy of his reply under date 
of February 26. 

You will note in that letter I sought 
to clarify the prior estimates and asked 
him to give me an estimate of what he 
in his judgment, not mine, estimated the 
cost of my bill would be during the first 
full year of operation. I did not give 
him any assumptions because he is the 
-expert, not I. I did not ask him for any 
self-serving estimate. I wanted to know 
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as near as the actuary could tell me 
what my bill would cost during the first 
year it was fully operative,

Here is what he said: 

If there were 100 percent participation.


the Federal cost for the first full year of 
operation (which could be assumed to be 
fiscal year 1966--67) is estimated at $2.4
billion, while the participants themselves 
would contribute about $1.25 billion. With 
cost would be $1.9 billion, while the partici-
pants would pay $1 billion, and with 5o 
percent participation the corresponding
figures would be $1.2 billion and $0.6 billion,
respectively, 

I should point out here also that in a 
prior estimate he recognized that com-
plete participation, that is 100 percent,
wil never come about because of the 
parallel existence of other health in-
surance plans for persons under the 
Civil Service Retirement Act, health in-
surance for retirees provided by their 
former employers, and for other reasons. 
Of course, you are not going to get 100 
percent participation. With that in 
mind, the $2.4 billion, which he esti-
mated as the cost to the general revenue, 
was high,

I do not know what assumptions the 
chairman of the committee requested
the actuary to make in estimating the 
cost under H.R. 6675, or what assump-
tions he asked him to make with respect 
to his later estimates of the substitute 
bill. I do not know in fact whether the 
same assumptions would be valid to the 
proposal I made because there are dif-
ferent approaches which the comxmittec 
bill takes as compared to my bill. All 
I can say is that I left the whole ques-
tion of actuarial estimating of the cost 
of the actuary of HEW. He made the 
assumptions. I did not know and I do 
not know what assumptions he would 
make with respect to the cost of H.R. 
6675--or with respect to the cost of my
bill. 

The fact of the matter is, however, it 
is acknowledged that the committee bill 
will cost the taxpayers about $2.8 billion, 
and the actuary estimates our bill will 
*ost the taxpayers about $2 billion. 

Let me go into the question of why
there is that difference. Maybe we can 
get an understanding here between our-
selves where there will be recognition 
of the fact that the substitute proposal 
costs less. There has to be a difference 
in the cost of the two binls, 

While the insurance benefit package
of the two bills differ, I have been reli-
ably informed that the cost of the two 
benefit packages, as insurance pack-
ages, was approximately the same, 
There are some benefits in the commit-
tee bill that will cost more, frankly, than 
In the substitute bill. There are some 
items in the substitute bill that will cot 
more, such as the Item of drugs.

For instance, even as to the hospital 
benefit, after the payment of the de-
ductible under the committee bill, their 
program pays-the full hospital cost for 
a longer period than does the substitute 
bill. The committee bill pays all of the 
costs for 60 days. The substitute bill, 
however, does not have a cutoff point,
We continue to pay hospital benefits be-
yond 60 days, but after the first thousand 

80 percent participation, the Governmentthuhorpaismrcopeesv 

dollars of benefits the hospital cost is 
financed on a coinsurance basis, with the 
patient paying 20 percent and the in-
surer paying 80 percent. 

But -if we could come to an under-
standing, and I think we could. Mr. 
Chairman, that there is not a great deal 
of difference as far as the cost of the 
bnftpcaei ocreee 
benefitou plackg ismoeconernedensven 
in Scope, and covers the catastrophic
illness because we do not have the 60-
day limitation that is contained in the 
committee bill, if we could reach this 
understanding, then you are faced with 
the fact that as far as the benefit pack-
age is concerned, there will be no sub-
stantial difference in the premium that 
will be required to provide the combined 
package of the committee bill or the 
package in the substitute bill. If we 
could get an agreement on that point,
then I think we could proceed with the 
understanding as to why the difference. 

In the first place, since the committee 
bill provides a higher ratio of Govern-
ment subsidy-and let me make this 
clear, both proposals provide a govern-
mental subsidy-but the Government's 
subsidy under the committee bill Is a 
higher percent of the total cost than 
the subsidy provided by the substitute 
bill. Why? Because the hospitalization
package in the committee bill Is sub-
sidized 100 percent. It is financed by
the payroll tax on today's worker to pay
100 percent of the cost of the benefit for 
today's retired people, namely those over 
6.5 drawing benefits. For the supple-
mental insurance the committee bill pro-
vides a 50-percent subsidy. But when 
you combine the two, the basic subsidy
in the committee bill is higher--sub-
stantially higher-than the basic subsidy
in the substitute bill. 

As I said in my remarks yesterday
which appear in the CONGREssioNAL REC-
ORD, _under the committee bill the Gov-
ermient subsidy represents about five-
sixths of the cost in those instances 
where the individual takes the volun-
tary program in addition to the compul-
sory hospitalization program. In other 
words, if the individual takes the full 
package of benefits provided by the com-
mittee bill, the Government pays five-
sixths of the cost of that policy. 

Under the substitute proposal I will 
offer, the Government subsidy is about 
two-thirds or four-sixths of the cost of 
the benefit package. That is one of the 
reasons why it costs the Government 
less. It cannot help but be less costly.
The degree of subsidization is lower. In 
other words, there is a difference of about 
16 percent in the amount of the subsidy 
as between the two bills, 

And, let us remember this always-
the proposal that will be offered in the 
motion to recommit is a voluntary pro-
posal. My difference with the commit-
tee in this matter was not solely the 
matter of financing. That is the imlpor-
tant difference-financing through a 
-payroll tax as opposed to financing
through the general funds on an ability 
to pay basis. 

But there is also a very serious dis-
tinction in the matter of whether the 
programj should be voluntary or wheth-

er it should be compulsory. I say it

should be voluntary; that those who

have satisfactory coverage from other

sources should not automatically be

blanketed in. We should make the

health insurance available to everybody

over age 65-without discrimination-

which the committee bill does not


o n eiv tsol emd~aal

oandeto bleverbd witshouldb mdiscavailn


abeoeeyod wtotdsrmn
tion. But let the individual make 
the basic choice as to whether he 
wants the insurance. 

Now how many will participate under 
the bill I offer? It is acknowledged that 
you would not have 100-percent partici
pation because you have people who al
ready have adequate protection at no 
expense to them. You have, for instance, 
the automobile workers who have poli
cies furnished by their employers. You 
have others. You have those who are op
posed to the idea of insurance or to medi
cal practice. They would not necessari
ly desire to be covered and they need not 
be covered. I use the same assumption
that is used by the committee with re
spect to participation under the volun
tary proposal in the committee bill-
which they recognize as profitable-par
ticipation would be somewhere between 
80 and 95 percent. Using that same as
sumption, we must recognize that we 
would not have 100 percent and that our 
participation probably would be within 
the same range.

Mr. Chairman, as we reason together.
let us just recognize when we get to the 
fundamentals involved that this is a sub
sidized policy that is being offered. For 
those people who do not elect to partici
pate, there is a saving to the Government 
as compared to what the cost would be on 
the basis of a 100-percent participation.
The committee bill does not have this 
saving as far as its fundamental basic 
program is concerned. it automatically
attains a 100-percent participation.
There can be no savings because there 
is no election. 

Since our whole program is voluntary,
for every person who does not elect to 
participate there is a saving. For each 
of those we save the amount of the Fed
eral subsidy for that individual policy.
There Is the difference in cost. 

I do not see how anybody can have any 
difficulty In understanding how we can 
offer a more comprehensive package and 
do so at a lower cost to the taxpayers be
cause those two factors taken together 
are bound to give you a reduced cost, and 
the actuary admits it. 

Let me say this, in conclusion, as we 
come to the end of this debate. I would 
repeat what I said in opening the debate 
on yesterday that it is regrettable that 
this bill could not have been broken up
into at least two packages. This is a 
monumental bill. We all acknowledge
that. The chairman acknowledges that 
it is really four monumental bills in one. 

It would only be my hope that we 
would divide it into two monumental 
bills, so at least we would have had the 
chance to vote Intelligently on those sec
tions which have to do with the basic 
social security system, the old age and 
survivors and disability insurance sys
tem, and let the House work Its winl on 
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the medical aspects of the program,
There is no difference fundamentally so 
far as the need and the advisability of 
the basic social security amendments 
that are contained in those sections of 
the bill. The difference is only in the 
medical aspect and fundamentally, Mr. 
Chairman, I cannot quarrel with you on 
the voluntary part of that program. 

I would have great difficulty voting
against it, because it accepts the basic 
fundamental premise of the bill I pro-
Posed earlier this year, which is con-
tained in the substitute to be offered in 
the motion to recommit. 

This brings me to the compulsory hos-
pitalization program. Why am I op-
posed to that? First, because of the 
compulsion. I think we serve a much 
better purpose when we move mnto the 
health field if we limit ourselves to vol-
untary contributory programs. 

As we further reason together, my
major disagreement is with respect to 
the use of the payroll tax to finance 
these benefits. I would say to my friend 
the majority leader, that I do not say
the payroll tax is inherently a bad tax, 
When it is used for the purpose of fi-
nancing benefits that are wage-related
benefits, it is a good and a sound source 
of raising revenue. Up to this point that 
is what we have reserved the payroll tax 
for. We have used it for that purpose,
and for that purpose only-for wage-
related benefits. 

We use the payroll tax to provide un-
employment compensation, where the 
recipient receives a benefit based on his 
wage record. it is wage related. 

We used the payroll tax for the cash 
benefits of the social security system, 
How do we figure the cash benefit? The 
cash benefit a person receives is related 
to the wages he has earned and on which 
the tax has been applied, 

But now, for the first time, we are 
departing from that concept, and that is 
what I warn, is a dangerous departure,
Now we are not going to use the payroll 
tax for a wage-related benefit, but we 
are going to use it for a fixed service 
with no relationship to wages at all. 
The same package of benefits is to be 
provided no matter what the wage level, 

Of course we should not tailor medical 
benefits to what the wage level of the 
individual has been. We should have a 
package that is the same for everybody,
But when we do that we should not 
finance it on a payroll tax which is re-
lated to wages. That is the most re-
gressive tax we have. It is a tax, I re-
mind the Members, that applies to the 
worker the first day he goes to work as a 
young boy, on the first dollar he earns, 
There are no exemptions and no deduc-
tions. It is a gross income tax on the 
lowest level of income in our country,

That Is what I object to and that is 
why I say we are making a very serious 
mistake. I do not object to the payroll 
tax, but I object to perverting it and 
using it for a purpose of providing bene-
fits that are not wage related, 

I suggest that we have no Justification 
for imposing a liability on today's work-
ers to the degree to the extent that we 
are under the committee bill through a 

No. 63-12 

regressive tax. We are imposing on to-
day's generation of workers a liability
of some $40 billion as we enact the hos-
pitalization program under the commit-
*tee bill and say to our older people, "This 
is yours as a matter of right." 

Do we have a right to impose that 
liability and then say it shall be paid
for with a regressive payroll tax? I do 
not believe we do. If we wish to provide 
these 'benefits, we should impose that 
liability. on the country as a whole, and 
say that the society of the United States 
should take care of these older people
and assume that liability. Then the 
burden will rest on all of the people, and 
it will be borne in relation to ability to 
pay. 

That is why, Mr. Chairman, I shall 
offer a motion to recommit, offering a 
substitute on a voluntary and contribu-
tory basis. 

Mr. MILLS. Mr. Chairman, I yield 
to the gentleman from Louisiana, the 
majority whip [Mr. BOGGS] 10 minutes. 

Mr. BOGGS. Mr. Chairman and 
Members of the Committee, we have 
come to the end of truly a historic debate. 
It has been, as many Members have said 
heretofore, a very good debate on both 
sides of the aisle, and on both sides of 
the aisle there has been recognition of 
the truly phenomenal job performed by
the great chairman of the Committee on 
Ways and Means, the gentleman from 
Arkansas [Mr. MILLS]. I have served on 
this committee for many years now;- and 
I have followed this particular legislation
with tremendous interest, because I do 
not think that there is anything we will 
do here this year or, for that matter,
within this generation, of more impor-
tance than what we are about to do now, 
I must say to you, Mr. Chairman, that 
there has never been a more thorough, a 
more conscientious job done than has 
been done by the Committee on Ways and 
Means under the direction of the gentle-
man from Arkansas [Mr. MILLS]. 

As we come to the end of the debate, 
let me try, if I can, to put in perspective
what we are about to vote on. At the 
outset, social security is a part of our 
economy today. Now, it was not always 
so. Thirty years ago.-and I say this 
without any reflection upon anybody, 
because one of the great privileges of 
being an American and the high privilege
of being In this body is the right to dis-
agree-in 1935, when this monumental 
piece of legislation had its inception there 
was vast disagreement over it among my
Republican colleagues. Whereas today I 
hear expressions about the validity of the 
payroll tax, at that time it was described 
by some as dictatorship, socialism, the 
chaining of the American society and the 
American economy. Today, however, 
everyone recognizes that in this society
of ours, which is becoming increasingly 
urbanized, where we have become more 
and more interdependent upon one an-
other, that the social security system is 
absolutely essential to the People of our 
country and to the economy of our coun-
try. Today we have 94 million people in-
sured under the program. We have 20 
million people drawing social security
benefits In the United States today, 

Now we have something like 9 out of 
every 10 people who reach the age of 65 
who are qualified for social security 
benefits. 

Now with H.R. 6675 we come to an
other milestone in this program. Let 
me try, if I may, to answer just a few 
arguments which have been advanced 
here. No. 1, I have not heard very much 
talk today, by anyone who studied this 
legislation, about socialized medicine. 
can remember for 15 years every time 
we had a piece of legislation that sought 
to do something in this area we heard 
"socialized medicine." We do not hear 
that on this floor today, and I can tell 
you the reason why. I mean, we do not 
hear it from Members of this body who 
have studied this matter and who are 
familiar with what is being debated here. 
The reason is that these bills, the bill 
from the committee and the substitute 
offered by our distinguished friend and 
able colleague from Wisconsin, Mr. 
BYRNES, insofar as the medical profe~s-
Sion is concerned, are almost identical. 
There is no difference from their point
of view. And I might say that under 
each proposal there is no compulsion of 
any kind, either involving the medical 
profession in the practice of medicine or 
in the historic doctor-patient relation
ship throughout our country. I might 
say in passing that in recent campaigns
I have had some friends of mine in the 
profession, who were misinformed-let 
me put it that way-who fought me 
rather vigorously. I never engaged in a 
counteroffensive against this great pro
fession. I know of no finer men indi
vidually than memberq of the medical 
profession. I took the position that I was 
not an expert on how to operate on a 
patient or how to treat an illness and 
by the same token some public relations 
firm was not an expert on how to draft 
or pass legislation or on what ought to be 
in the legislation.

And I predict that within a relatively
short period of time, as the medical pro
fession understands this bill, it will be
come not only acceptable to the Profes
sion but very popular, indeed, with the 
Profession. 

Nobody on the Democratic side of the 
aisle, despite the heat of campaigns, in 
MY judgment, has ever engaged in any 
controversy with the American Medical 
Association or with any members of the 
medical Profession. I have a Profound 
respect for the American medical profes-
Sion. I dO not think there is any pro
fession in the world comparable to it in 
the advances it has made for the benefit 
Of all of our people. This is a tribute 
that it deserves, and we want it to con
tinue in that tradition. 

Let us look at the bill and let us see 
what is really before us. There is no 
question about socialized medicine. Let 
us get that out of our minds. As a mat
ter of fact, the program advanced and 
advocated by the American Medical As
sociation, as advertised by the public
relations firm, was critical of the bill 
before our committee, H.R. 1, because 
they Said it did not do enough, not that 
it did too much. I saw some advertise
ments on television and in the news
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papers where they had checkmarks-
"check off here"~-and they said, "This 
is what we do under our proposal and 
this is what the King bill fails to do." 
They had boxes checked off. 

Then my dear friends on the minority
side quite -properlysaid, "We must make 
recommendations in this field," and they 
came up with a program which is essen-
tially the motion to recommit on which 
you will be called upon to vote in a 
matter of a few minutes. 

Let me try to analyze these two pro-
posals. First let us analyze them from 
the historic concept of social security,
What is that concept? Well, it is the 
insurance concept. I buy insurance and 
you buy insurance; and I hope I never 
will have to use it. I have insurance on 
my house, on my automobile, on my life, 
I hope none of them will ever have to be 
used; of course, I know at least one of 
them will be. The man who insures his 
house pays for the insurance of the man 
whose house is destroyed. The whole 
theory of insurance Is that you spread
the risk, 

Historically, when we adopted social 
security we had this basic argument. We 
had people come in and say, "Take the 
money out of the general fund and let 
the county -and the State and the mu-
nicipality run these programs on a wel-
fare basis." We said, "No, the American 
worker, the American businessman, ulti-
mately the American professional man-
practicaily everyone is covered now-has 
the right to participate in the program."

The CHAIRMAN. The time. of the 
gentleman from Louisiana has expired.

Mr. MILLS. Mr. Chairman, I yield the 
gentleman Sadditional minutes. 

Ar.M BOGGS. Then, Mr. Chairman, 
we had advocates of various proposals
here when I first came to Congress-we
had a petition filed here on the Speak-
et's desk every year to discharge the 
Townsend bill, for example,

Now, Mr. Chairman, the Townsend 
bill was a general pension paid out of 
the general revenues of the Government 
of the United states. They had steer-
ing committees for the Townsend plan,
and so on. 

The reason you do not hear about the 
Townsend plan any more is because the 
social security Program founded on in-
surance principles has filled that gap,

Now, Mr. Chairman, let us see what is 
the more fiscally responsible proposition,
whether you pay for it on a payroll basis 
as You go along in an orderly fashion or 
whether you pay for it out of the general
fund of the United States. 

Now, Mr. Chairman, the Proposal of 
the Townsendites was that you pay for 
it Out of the general fund of the United 
States. I must say that the proposal
which has been offered by my distin-
guished friend, theigentleman from Wis-
consin [Mr. BYRNES] is based on just ex-
actly the same concept. Somehow or 
other the impression has been left here 
that You are going to get the Byrnes pro-
Posal for nothing, 

Well, let me give you the figures, In-
cidentally, the discussion that the gen-
tleman made here a moment ago about 

cot Ia otr oitoI,otgin o 
but if YOU will take a look at the RECORD 

for yesterday on page 6955 and on page
6971, you will find that the distinguished
chairman of the committee, the gentle-
man from Arkansas [Mr. Mats), put
all of these figures into the RECORD. 
What happened was that we had three 
estimates of the cost. We had a high
estimate which was considered the max-
imum, we had an intermediate estimate 
which was neither high nor low, and we 
had a low estimate, 

Incidentally, the gentleman from Wis-
consin referred to two different recent 
estimates, one dated April 5 and the 
other dated April 8. The only difference 
in those two estimates is that the later 
one is based on the avenage contribution 
from the participants of $6.50 per month, 
as stated frequently by the gentleman
from Wisconsin, whereas the earlier one 
used a figure of $6 which is believed to be 
a better figure. 

Mr. Chairman, what did we do? W6 
took the highest estimate, because we 
wanted the system to be completely ac-
tuarially sound so there would not be a 
deficit in the trust fund created under 
this proposal, 

So, Mr. Chairman, if you want to talk 
about fiscal responsibility, if you want 
to be against deficit financing, if you
believe in the pay-as-you-go principle,
then you will vote for the committee bill 
and you will vote against the substitute. 

Now, let us talk about what happens 
as the taxpayer is concerned. He has 
been talked about here a great deal yes-
terday and today, and Properly so. 

Let me give You the cost figures.
The best estimates that we have are 

that the Byrnes proposal Will cost $4.08 
billion per annum. Now, that will be 
paid for with $2.75 billion out of the gen-
eral fund of the Treasury of the United 
States. I hope that you heard that 
figure, $2.75 billion, 

NOW. let us trannfer thnt. nonin in 
terms of what the recipient pays for it, 
as to whether or not he himself is going 
to be better Pleased with this plan,

Aside from what he pays in higher in-
come taxes to finance the general reve-
nues, he would also Pay according to Mr. 
BYRNES, when he reached the age of 65,
$6.50 per month under the voluntary
Plan; whereas, under the committee sup-
plementary plan he would pay $3, or he 
would Pay under the Byrnes plan over 
twice as much as he would Pay under 
the committee plan. 

Now, Mr. Chairman, under the Mills 
plan, under the committee plan, $2.3 bil-
lion will be financed by a payroll tax,

But let us translate this into terms of 
percentages of Payroll. Remember, we 
are talking about millions and millions 
and millions of people, so that we spread
this risk across the Nation, 

What does the hospital insurance tax 
actually amount to as far as the worker 
is concerned ? In 1966 it will amount to 
.35 percent, translated into terms of dol-
lars of $1.63 a month If he earns the 
maximum amount. In 1987 and there-
after-this is a few years down the 
road-our best estimates show that the 
tax will be .80 percent, still less than 1 
Percent on the worker, 

The CHAIRMAN. The time of the 
gentleman from Louisiana has expired. 

Mr. MILLS. Mr. Chairman, I yield
the gentleman 5 additional minutes. 

Mr. McCORMACK. Mr. Chairman, 
will the gedtleman yield?

Mr. BOGGS. I will be happy to yield 
to our distinguished Speaker.

Mr. McCORMACK. Mr. Chairman, 
we are coming to the close of a dramatic 
and historic -debate. In this Chamber 
within the past 10 days we have seen the 
elementary and secondary school edu
cation bill, which was a historic meas
ure, passed. Today we are concluding
another historic debate. 

I can remember over 30 years ago, ref
erence having been made by a number of 
speakers to the original Social Security
Act, when I was one of the members of 
the Committee on Ways and Means that 
drafted the original Social Security Act. 
I can remember the opposition on that 
occasion, and the difficulty we had in 
getting a bill through.

We are now debating this bill today.
It is constructive democracy in dynamic
action in'accordance with the economic 
conditions that exist today, and will 
confront our people in the decades that 
lie ahead. 

We have two bills, one the committee 
bill, which has been well considered for 
many years under the able and brilliant,
leadership of the gentleman from Ar
kansas, which as it came out-of the com
mittee contains a comprehensive plan,
joining with him and the other mem
bers of the committee, and countless tal
ented persons throughout the country in 
bringing about this contribution. It is 
a fiscally responsible bill. The substi
tute represents fiscal irresponsibility.

In voting for the substitute bill, those 
who vote for it are voting for a measure 
that will bring about fiscal irresponsibil
ity as compared with the bill reported out 
by the committee, and now before the 
House. 

I heartily favor and support the bill 
reported by the committee, and I hope
that the substitute offered by the gen
tleman from Wisconsin [Mr. BYRNES]
will be defeated. In passing the com
mittee bill we will make another historic 
contribution in the course of the con
sideration of this great body.

Mr. BOQOS. Mr. Chairman, let me 
say in conclusion that the Speaker has 
succinctly defined the issue as far as 
the substitute is concerned. The sub
stitute in essence says that we would take 
$2.75 billion out of the general fund of 
the United States. My Republican col
leagues have always pointed with con
siderable alarm to the deficit position of 
the Treasury, but now they would in
crease that deficit position by $2.75 bil
lion. In the process, the committee bill,
in fact, will certainly make it possible for 
the American worker to have an insur
ance program which he so desperately
needs in this area as well as in the area 
in which he is already protected.

Mr. Chairman, I have the great honor 
and high responsibility, as Speaker Ray-
burn used to say, of having served in this 
body for well over 20 years.-I do not 
know of any piece of legislation involving
the people of the United States that I 
Consider More important, In the years I 
have been here,, than this pending leg
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islation. For me this is going to be a "PAYMENT op PRxsmrumss 
Proud and happy vote to cast, because "Deductions from social security benefits; 
I know when this becomes the law of the transfers from Federal Old-Age and Sur-
land it will do more to lift the burdens vior Insurance-TrustFund 
off the old people in our country, whose "SEc. 119. (a) (1) In the case of an indi-
numbers are increasing twofold every vidual who is entitldd to a benefit for any

month under title II of the Social Security
decdeandmortohel th yong eo-Act, his monthly premium for such monthpIe who themselves are struggling to rear, under the insurance program established by

house, educate, and take care of growing this title shall (except as provided in subsec-
families and at the same time care for tion (d)) be collected by deducting the 
aged parents. amount of such premium from the amount 

I hope the substitute will be rejected, Of such benefit. Such deduction shall be 
and that this body will pass the commit- made In such manner, and at such times, as 
tee bill by an overwhelming majority, the Secretary shall by regulations prescribe.

"(2) The Secretary of the Treasury shall,Mr. MILLS. Mr. Chairman, that con- from time to time, transfer from the Federal 
cludes the general debate. Old-Age and Survivors Insurance Trust Fund 

The CHAIRMAN. Does the gentle- or the Federal Disability Insurance 'Trust 
man from Wisconsin have any further Fund to the Comprehensive Health Insur-
requests for time? ance Fund for the Aged the aggregate

M.BNEofWsosn Ihaeamount deducted under this subsection for 
no further requests for time, Mr. Chair-thpeidowihsuhrafr relatesfrom benefits under title II of the Social Se-

monthly premiums for such period, he may 
(under regulations prescribed by the Secre
tary) pay to the Secretary such portion of 
the monthly premiums for such period as 
he desires. 

"Otherindividualparticipants
"C(e) In the case of an individual who par

ticipates In the insurance program estab
lished by this title but with respect to whom 
neither subsection (a) nor subsection (b) ap
plies, the premiums shall be paid to the 
Secretary at such times, and in such man
ner, as the Secretary shall by regulations 
prescribe. 

"Deposit in trustfund
"(f) Amounts paid to the Secretary under 

subsection (d) or (e) shall be deposited in 
the Treasury to the credit of the compre
hensive health insurance fund for the aged. 

"reumdungwiigpio 
"Peimdungwtngpro 

"(g) In the case of an individual who en
rolls pursuant to section 116 in the insurance program established by this title, 
monthly premiums shall be payable corn
mencing with the month immediately pre
ceding the beginning of his benefit period; 
except that this subsection shall not apply 
to (1) any month before 1966. or (2) the 
month in which the Individual attains age 

5. 
Mr. BYRNES of Wisconsin (interrupt

ing the reading Of the Motion to recoin
mit). Mr. Speaker, I ask unanimous 
consent that further reading of the mo
tion to recommit be dispensed with and 
that it be printed in the RECORD at this 
Point, inasmuch as it was explained 
earlier. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Wisconsin? 

There was no objection. 
Mr. MILLS. Mr. Speaker, I move the 

previous question on the motion to re
commit. 

The previous question was ordered.Th SPAE. heqsto isn 
T the toEARecmmT.eqeto so 

the mointremit 
Mr. BYRNES of Wisconsin. Mr. 

Speaker, on that I demand the yeas and 
nays. 

The yeas and nays were ordered. 
The question was taken; and there 

were-yeas 191, nays 236, answered 
"present" 1, not voting 5, as follows: 

[Roll No. '701 
YA-9 
YA.-9 

Abbitt Buchanan Derwinski 
Abernethy Burleson Devine 
Anderson, Ill. Byrnes, Wis. Dole 
Andrews, Cahill Dorn 

George Wt. Callan Dowdy 
Andrews. Callaway Downing

Glenn Carter Duncan, Tenn. 
Casey Edwards, Ala. 

N. Dak. Cederberg Ellsworth 
Arends Chamberlain Erlenborn
Ashbrook Chelf Findley
Ashmore Clancy Fisher 
Baring Clausen, Flynt 
Bates Don H. Ford. Gerald R. 

man. 
The CHAIRMAN. Under the rule, the 

bill is considered as having been read for 
amendment. 

No amendment shall be in order to the 
bill except amendments offered by di-
rection of the Committee on Ways and 
Means. 

Are there any committee amendments? 
Mr. MILLS. There are no committee 

amendments, Mr. Chairman. 
The CHAIRMAN. Under the rule, 

the Committee rises. 
Accordingly the Committee rose; and 

the Speaker having resumed the chair, 
Mr. DINGELL, Chairman of the Commit-
tee of the Whole House on the State of 
the Union, reported that that Committee,
having had under consideration the bill 
(H.R. 6675) to provide a hospital insur-
ance program for the aged under the 
Social Security Act with a supplemen-

trhelhbnftprga anane-tayhathbnft porman ne-from 
panded program -of medical assistance, to 
increase benefits under the old-age, sur-
vivors, and disability insurance system, 
to improve the Federal-State public as-
sistance programs, and for other pur-
poses, pursuant to House Resolution 322, 
he reported the bill back to the House. 

The SPEAKER. Under the rule, the 
previous question is ordered, 

The question is on the engrossment and 
thebill.andthird eadingof

thlrdof redinghebill." 
The bill was ordered to be engrossed

and read a third time, and was read the 
third time. 

Mr. BYRNES of Wisconsin. Mr. 
Speaker, I offer a motion to recommit. 

The SPEAKER. Is the gentleman op-
poe otebl?(a)

poe t h blAndrews,
Mr. BYRNES of Wisconsin. I am, 

Mr. Speaker, in ispentfr.
ispeetfr, 

The SPEAKER. The gentleman qual-
ifies. 

The Clerk will report the motion to 
recomitreoliflt

The Clerk read as follows: 

curity Act which are payable from such 
trust funds. Such transfer shall be made 
on the basis of a certification by the Secre-
tary of Health. Education, and Welfare and 
shall be appropriately adjusted to the extent 
that Prior transfers were too great or too 
small. 
"Deductions from railroad retirement an-

nuities or pensions; transfers from rail-
road retirement account 
"(b) (1) In the case of an Individual who 

is entitled to receive for a month an an-
nuity or pension under the Railroad Re-
tirement Act of 1937, his monthly premium
for such month under the insurance pro-gram established by this title shall (except 
as provided in subsection (d)) be collected 
by deducting the amount of such premium 
from such annuity or pension. Such deduc-
tion shaUl be made In such manner, and at 
such times, as the Secretary shall by regu-
lations prescribe after consultation with 
the Railroad Retirement Board,

"(2) The Secretary of the Treasury shall,time to time, transfer from the Rail-
road Retirement Account to the Compre-
hensive Health Insurance Fund for the Aged 
the aggregate amount deducted under this 
subsection for the period to which such 
transfer relates. Such transfer shall be made 
on the basis of a certification by the Rail-
road Retirement Board and shall be ap-
propriately adjusted to the extent that prior
transfers were too great or too small. 
"Individuals entitled to both social security

railroadretirement benefits
(c) In the case of an Individual who is 

entitled both to monthly benefits under 
til IofteScaScuiyAtnd 

an annuity or pension under the Railroad 
Retirement Act of 1937 at the time he en-
rolis pursuant to section 116 in the insurance 
program established by this title, subsection 

shall apply so long as he continues to be 

entitled both to such benefits and to such 
annuity or pension. In the case of an in-dividual who becomes entitled both to such 
benefits and to such annuity or pension 
after he enrolls pursuant to section 116 In 
such insurance program, subsection (a) shall 

or earliero recoin-ofWicnsn than the first month for which Bell Colmer Fuqua
frWscooinmovse 

mit the bill (H.R. 6675) to the Committee sion, and otherwise subsection (b) shall Berry Conte Gettys 
on Ways and Means, with instructions to re- BtsCoe odl 

Mr.BYtoS was entitled to such annuity or pen- Bennett Conable Gathings 

aply i th fist mnthforwhic hewasBattin Clawson, Del Fountainapy fth irt othfr hchh wsBeckworth Cleveland Frelinghuysen
entitled to such benefits was the same as Belcher Collier Fulton, Pa. 

port the same sack tthHosfrhwhapl
with the following amendment: 

Strike out all after the enacting clause 
"Payment of premiums where benefits 

insufficient for deduction 
are 

Bolton 
Bonner 
Bow 

Corbett 
Cramer 
Cunningham 

Griffin 
Gross 
Grover 

and insert the text of H.R. 7057, with an 
amendment striking out (in H.R. 7057) line 
12 on page 34 and a~ll that follows down 
through line 24 on page 36 and inserting In 
lieu thereof the following: 

"(d) If an individual to whom subsection 
(a) or (b) applies estimates that the amount 
which will be available for deduction under 
such subsection for any premium payment 
period will be less than the amount of the 

BrayBrock
B3ro~omfield 
Brown, Ohio 
Broyhill, N.C. 
Broyhill, Va. 

Curtin.Curtis
Dague 
Davis, Ga. 
Davis, Wis. 
de la Garsa 

GubserGurney
Ragan, Ga. 
Haley 
Hall 
Halleck 
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Hansen, Idaho May Shriver Steed Trimble White, Idaho Kunkel O'Neill, Mass. Sikes 
Harsha Michel Sikes Stratton Tunney Willis Landrum 0-ttinger Sisk 
Harvey, Ind. Minshall Skubitz Sullivan Udall Wilson, Leggett Patman Slack 
Harvey, Mich. Mize Smith, Calif. Sweeney TUllman Charles H-. Lindsay Patten Smith, Iowa 
116bert Moore Smith, N.Y. Teague, Tex. Van Deerlin Wolff Long, Md. Pelly Smith, NA.Y 
Henderson Morse Smith, Va. Tenzer Vanik Wright Love Pepper Stafford 
Herlong Morton Springer Thomas Vigorito *Yates McCarthy PerkIns Staggers 
Hosmer Mosher Stafford Thompson, N.J. Vivian Young McClory Philbin Stalbaum 
Hull Natcher Stanton Thompson, TexiWalker, N. Mex. Zablocki McCulloch Pike Stanton 
Hutchinson Nelsen Stephens Todd Weltner McDade Pirnie Stratton 
Jarman O'Konski StubblefieldANWRD PRSN" McDowell Powell Stubblefield 
Johnson, Pa. O'Neal, Ga. Talcott ASEE PEET- McEwen Price Sullivan 
Jonas Passman Taylor Hardy McFall Pucinski Sweeney 
King, N.Y. Pelly Teague, Calif. NTVTN- McGrath Purcell Talcott 
Kornegay Pickle Thompson, La. NTVTN- McVicker Race Taylor

Kunkel Poff Thomson, Wis. Ashley Jones, Ala. Toll Macdonald Randall Teague, Calif.

Laird Pool Tuck Baldwin Mailliard Machen Redlin Tenzer

Langen Quie Tupper Mackay Reid, N.Y. Thomas

Latta Quillen ruten So the motion to recommit was re- Mackie Reifel Thompson, La.

Lennon Reid, 111. Uttjetd Madden Reinecke Thompson, N.J.

Lipscomb Reifel Waggonner . Martin, Mass. Resnick Thompson, Tex.

Long, XAt. Reinecke Walker, Miss. The Clerk announced the following Mathias Reuss Todd

McClory Rhodes, Arizs. Watkins pairs: Matsunaga Rhodes, Pta. Trimble

McCulloch Rivers, S.C. Watts On the vote: Matthews Rivers, Alaska Tunney

McDade Robison Whalley Meeds Roberts Tupper

McEwen Rogers Fla. White, Tex. Mr. Mailliard for, withMr. Ashley against. Miller Robison Tuten

McMiflan Rogers, Tex. Whitener Mr. Hardy for, with Mr. Jones of Alabama Mills Rodino Udall

MacGregor Roudebush Whitten against. Minish Rogers, Colo. Uillman

Marsh ltumsfeld Widnall Mink Rogers, Fla. Van Deerlin

Martin, Ala. Satterfield Williams Mr HARDY. Mr. Speaker, I have a Minshall Rogers, Tex. Vanik

Martin, Mawn. Saylor Wilson, Bob live pair with the gentleman from Ala- Moeller Ronan Vigorito

Martin, Nebr. Schneebeli Wyatt b~ M OE] ewr r~t Monaga Roncallo Vivian 
Mathias Scott Wydler he oul have votEd]Ifh ee rsn Moore an Rooney, N.Y. Walker, N. Mex.

Matthews Selden Younger hewud av oe "nlay.' oe Moorhead Rooney, Pa. Watkins


"yea." I withdraw my vote and vote Morgan Roosevelt Watts 
NAYS-236 "present. Morris Rosenthal Weltner 

Adas ilbrt RostenkowskiMinshMorrison Whalley
Addams Gilbegan Minis The result of the vote was announced Morse Roush White, Idaho

Albert Gonzalez Moeller as above recorded. Mosher Roybal White, Tex.

Anderson, Grabowski Monagan The SPEAKER. The question is on moss Ryan Whitener


Tenn. Gray Moorhead tep ~ ftebl Multer St Germain Widnall 
Annunzio Green, Oreg. Morgan th asg ftebl.Murphy, 321. St. Onge Willis 
Aspinall Green, Pa,. Morris Mr. MILLS. Mr. Speaker, on that I Murphy, N.Y. Saylor Wilson,

Ayres Greigg Morrison deadteysanny. Murray Scheuer Charles H.


Bandstrahe Mays.Natcher yriderd Schisler Wolff 
Barretta Griffith muose The yeas and nays were ordered. Nedzi Schmldhauser Wright

Binghsm Hagen, Calif. Murphy, Dl1. The question was taken; and there Nix Schneebeli Wyatt

Blatnik Halpern Murphy, N.Y. were.-.yeas 313, nays 115, not voting 5, O'Brien Schweiker Wydler

Boggs Hamilton Murray flos O'Hara, Ill. Scott Yates 
Boland Hanley Nedzi as flo O'Hara, Mich. Sccrcat Young


Blig H na Benner
NxO'Konski Zablocki 
Brademag Hansn, IoaOBienI [Roll No. 71] Olsen, Mont. Shipley 
Brooks Hansen. Wash. O'Hara, Ml. YEAS-313 Olson, Minn. Sickles

Brown, Calif. Harris O'Hara, Mich. Adams Daniels Griffin NAYS-115

Burke Hathaway Olsen, Mont. Addabbo Dawson Griffiths Abbitt Davis, Wis. Martin, Ala.

Burton, Calif. Hawkins Olson, Minn. Albert de la Garza Grover Abernethy Derwinski Martin, Nebr.

Byrne, fa. Hays O'Neill, M55s. Anderson, Delaney Gubser Adair Devine May

Cabell Hechler Ottinger Tenn. Dent Gurney Anderson, Ill. Dickinson Michel

Cameron Helstoski Patman Annunzio Denton Hagen, Calif. Andrews, Dole Mize

flarey Hicks Patten AhO DgHleGore. Danotn

Celaerk Holifaed Peppers Aspinall Dingell Halpern Andrews, Downing Nelsen


Cak Hlad PrisAyres Donohue Hamilton Glenn Duncan, Tenn. O'Neal, Ga.

Clevenger Horton Philbin Bandstra Dow Hanley Andrews, Edwards. Ala. Pa-aan

Cohelan. Howard Pike Barrett Dowdy Hanna N. Dak. Ellsworth Pickle

Conyers Hungate Pirnie Bates Dulski Hansen, Iowa Arends Erlenborn Poage

Corman Huot Poage Beckworth Duncan, Oreg. Hansen, Wash. Ashbrook Findley Poff

Craley Ichord Powell Bingham Dwyer Hardy Baring Fisher Pool

Culver Irwin Price Blatnik Dyal Harris Battin Flynt Quie

Daddario Jacobs Pucinski Boggs Edmondson Harvey, Mich. Belcher Ford, Gerald R. Quullen

Daniels Jennings Purcell Boland Edwards, Calif. .Hathaway Bell Fuqua Reid, Ill.

Dawson Joelson Race Bolling Evans, Colo. Hawkins Bennett Gathings Rhodes, Ariz.

Delaney Johnson. Calif. Randall Bonner Everett Hays Berry Gross Rivers, S.C.

Dent Johnson, Okla. Redlin Bow Evins, Tenn. Hechler Betts Hagan. Ga. Roudebush

Denton Jones, Mo. Reid, N.Y. Brademss Fallon Helstoski Bolton Hanl Rumsfeld

Diggs Karsten Resnick Brooks Farbstein Henderson Bray Halleck Satterfield

Dungell Karth Reuss Broomfield Farnsley Herlong Brock Hansen, Idaho Belden

Donohue Kastenmeier Rhodes, Pa. Brown, Calif. Farnum Hicks Brown, Ohio Harsha Shriver

Dow Nee Rivers. Alaska .Broyhill, N.C. Fascell Holifleld Broyhill, Va. Harvey, Ind. Skubitz


Dusl Keith Roberts Burke Feighan Holland Buchanan Hdbert Smith, Calif. 
Duncan, Oreg. Kelly Rodino Burton, Calif. Fino Horton Burleson Hosmer Smith, Va. 
Dwyer Keogh Rogers, Colo. Byrne, Pa. Flood Howard Burton. Utah Jarmian Springer 
Dyal King, Calif. Ronan Cahill Fogarty HullBre, i. Jne te 
Edmondson King, Utah Roncalio, Callan Foley Hungate Cbyresl i Jonas, o Steped s 

Edads alif. iwn RoeNY Cameron Ford. Huot CabllawJ ornes.aMo StephuensEvwans,Cola Kiucwynsk Rooney, Pa.YC.aa Krea eauTx 
Everettolo Kruzbsk. Roosevelta Carey William D. Hutchinson Carter Laird Thomson, Wis. 
Evinst Ken Roosenetha Fountain IchordCaeLngn TcLnrebs Cederberg

Lnrm CellerEvnTn. Rsnhl Fraser IrwinCseLagn Tc
Legt otnosiClancy Latta UttFallon Lget Rsekwk Chamberlain Prelinghuysen Jacobs Clausen, Lennon Waggonner

Farbstein Lindsay Roush Chelf Friedel JenningsDoH. Lpcm WakrMis 
Farnsley Long, Md. Roybal Clark Fulton, Pa. JoelsonDnH. Lpcm WakrMis

Farnum Love Ryan Cleveland Fulton, Tenn. Johnson, Calif. Clawson, Del Long, La. Whitten

Fascell McCarthy St Germain Clevenger Gallagher Johnson, Okla. Collier McMillan Williams

Feighan McDowell St. Onge Cohelan Garmatz Johnson, Pa. Colmer MacGregor Wilson, Bob

Fino McFall Scheuer Conable Gettys Karsten Curtis Mahon Younger

Flood McGrath Schisler Conte Gialmo Karth Davis, Ga. Marsh

Fogarty Mcvicker Schmidhauser Conyers Gibbons Kastenmaeler

Foley Macdonald Schweiker Cooley Gilbert Kee NOT VOTING-.5

Ford, Machen Secrest Corbett Gilligan Keith Ashley Jones, Ala. Toll


William D). Mackay Benner Corman Gonzalez Kelly 
Fraser Mackie Shipley Craley Goodell Keogh Baldwin Mailliard

Friedel Madden Sickles Cramer Grabowski King, Calif. so the bill was passed.

Fulton, Tenn. Mahon Sisk Culver Gray King, N.Y.

Gallagher Matsunsaga Slack Cunningham Green, Oreg. King, Uta The Clerk announced the following 
Garmats Meeds Smith. Iowa Curtin Green, Pa. Kirwan pairs: 
Gaiamo Miller Staggers Daddario Greigg KiuczynskiMrTolwtM.Asey 
Gibbons Mills Stalbaum Dague Grider Krebs rTolwtM.Asey 
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The result of the vote was announced 
as above recorded. 

A motion to reconsider was laid on the 
table. 



89n= CONGRESS 
1ST SESSION Ho K.6675


IN THE SENATE OF THE UNITED STATES 

APitn. 9 (legislative day, Ai'itu 8), 1965

Read twice and referred to the Committee on Finance


AN ACT 
To provide a hospital insurance program for the aged under 

the Social Security Act with a supplementary health bene

fits program and an expanded program of medical assistance, 

to increase benefits under the Old-Age, Survivors, and Disa

bility Insurance System, to improve the Federal-State public 

assistance programs, and for other purposes. 

.1 Be it enacted by the Senate and House of Representa

2 tives of the United States of America in Congress assembled, 

3 That this Act, with the following table of contents, may be 

4 cited as the "Social Security Amendments of 1965". 

J. 35-001-1 



NOTE: The bill, H. R. 6675, was considered in the House under a closed rule 
permitting only amendments offered by direction of the Committee on Ways and 
Means, such amendments not subject to amendment. No amendments were offered 
and the bill passed the House without amendment as reported by the Ways and 
Means Committee. Accordingly, the substance of the bill as passed by the House 
has not been included. 

The title page and the final page of the House-passed bill reproduced here show the 
only changes--identifying information and the signature of the clerk of the House. 
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1 (2) The heading of section 1 112 of such Act is amended 

2 by striking out "FOR THE AGED". 

3 (1) Section 1115 of such Act is amended by striking 

4 out "or XVI", "~or 1602", and "or 1603" and inserting in 

5 lieu thereof "XVI, or XIX", "1602, or 1902", and "1603, 

6 or 1903", respectively. 

Passed the House of Representatives April 8, 1965. 

Attest: RALPH R. ROBERTS, 

Clerk. 
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