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INTRODUCTION

Part and parcel of the "facts of life" to every 
American citizen today is his staggering responsibility to 
protect himself and his family from the perils of poor 
health and the financial burdens that invariably accompany 
it.

As 1973 fast approaches, the realization is becom
ing more widespread that there must be a change in the organ
ization and delivery of our health care system to make it 
available to all at prices that remain within reason.

The purpose of this paper is basically twofold: 
to identify the problems in our health care system today 
and to consider how two alternative routes could provide 
partial or total solutions to the problems.

Chapter I will describe the present system of health 
care and its problems today by (1) reviewing the background 
and trends of coverage of the private health insurance in
dustry; (2) reviewing the present Federal programs of Medi
care and Medicaid and their position of importance in the 
overall scheme of health care ; and (3) identifying the cur
rent critical problem areas in health care, which are gener
ally those of organization, delivery, and finance.

As Chapter I provides background information to the 
system today and pinpoints critical problem areas, Chapter II 
will deal with two alternative solutions. The alternatives

1
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represent two approaches to the problem, each of which char
acterizes unique philosophies. The first alternative is re
presented by Senator Edward M. Kennedy's "Health Security 
Act." The second alternative is Representative Omar Burleson's 
"Healthcare Proposal." I would like to emphasize that I have 
selected these particular bills because they only represent 
two diverse solutions to the problem: the first is the mon
olithic approach which proposes the disintegration of the 
private health insurance industry and a "start from scratch" 
attempt to make health care available to all citizens at 
prices they can afford; the second bill is a national health 
insurance plan which utilizes both the private and the public 
sectors.

Chapter II will outline these proposals and briefly 
describe how they would be enacted.

Chapter III will consist of an analysis of how these 
two proposals would answer to the needs of America in the 
critical problem areas outlined in Chapter I.

I feel that National Health Insurance is a timely 
topic. As it is certain that Congress will make a decision 
soon on the various national health insurance proposals, it 
is important that we be familiar with the problems and their 
background to be better able to initiate and make successful 
a future health care plan.



CHAPTER I

DESCRIPTION OF THE PRESENT SYSTEM 
AND ITS BASIC PROBLEMS

Development of Health Insurance
Today's highly specialized world of health insurance 

is seen in best perspective by reviewing its history to see 
how it has changed in response to each new social and eco
nomic demand which arose over the past century.

In the United States today the great majority of health
care is financed through private health insurance. Broad as
it is today, health insurance got its start by meeting a
simple public need of a century ago. In response to public
demand for coverage against the frequent rail and steamboat
accidents of the mid-nineteenth century, the nation's earliest
accident insurance company came into being in 1850. By 1864,
coverages were available for accidents of virtually every
description. By the turn of the century, 47 American com-

1
panies issued accident insurance.

In its embryonic stage, the emphasis of health insur
ance was directed toward replacement of income rather than 
hospital or surgical benefits, and even then the income would

-*-1971-72 Source Book of Health Insurance Data (New 
York: Health Insurance Institute, 1971), p. 5.
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be reimbursed only when its loss was caused by a certain few 
diseases and often limited to 26 consecutive weeks.

Although policies later enlarged the number of dis
eases covered, eliminated medical examinations, and included 
surgical fee schedules, this emphasis on the income aspects 
of the insurance continued until 1929.

Modern Health Insurance
The Depression marked the beginning of modern health 

insurance. As the Depression deepened, the public became in
creasingly aware of the rising costs of medical care. Hos
pitals were faced with empty beds and declining revenues.

At this time, the Blue Cross service concept orig
inated and had a profound effect on insurance companies by 
foreshadowing the development of the reimbursement policy for 
hospital and surgical care.

During World War II, the freezing of industrial wages 
made the fringe benefit a significant element of collective 
bargaining. Group health insurance became a large part of the 
fringe benefit package.

In the postwar period, private health insurance was 
strongly stimulated by three major forces: a Supreme Court 
decision that health insurance as a fringe benefit was a part 
of labor-management negotiations; sharply rising health care 
costs; and continuing improvement in health insurance itself 
through the introduction of new coverages and the broadening
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of existing ones.^
Emergence from the Depression brought the introduction 

of major medical expense insurance. This coverage grew rap
idly in response to the family's need for protection against 
serious and prolonged illness and an age characterized by 
swiftly rising hospital, surgical, and medical costs.

With the country's economy in full and rapid expansion 
following World War II, the newest major development in health 
insurance, longterm disability coverage, led the health in
surance business to a re-emphasis on the income-replacement 
concept of insurance during times of disability and other 
financial emergencies.

Since the end of World War II, benefits for hospital
ization, spurred by exceptionally sharp cost increases, have 
rapidly become more comprehensive. These benefit amounts have 
risen from the $5 or $10 per day level to $30 or higher. Con
currently, periods of 120 to 365 covered hospitalized days 
per illness are considerably more common than they have been.^

The health insurance industry predicts it will con
tinue to meet the changing needs of the American public as 
they arise.

The most recent comprehensive data available concern
ing the extent of private health coverage in the United States

^ibid., p. 145. 
^Ibid., p. 7.
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is the 25th Annual Survey conducted by the Health Insurance 
Council. The following facts present the private health in
surance coverage in the United States as of December 31, 1970.

1970 in Summary
Over nine out of every ten Americans below age 65 

(about 92%) were covered by private hospital expense insurance 
at the end of 1970. Of those covered for some or all of their 
hospital expenses, 94% also had surgical expense protection 
and 80% had non-surgical medical expense coverage. Major 
medical expense policies written by insurance companies 
covered over 76 million persons under age 65 at the end of 
1970. This form of protection, which reimburses insureds 
for both in and out-of-hospital expenses, was held by seven 
out of every ten persons below age 65 covered by insurance 
companies. Dental expense insurance offered by insurance 
companies now covers 6.6 million persons— more than 19 times 
the number insured just seven years ago. Disability income 
benefits for non-occupational short-term wage loss protected 
over 57 1/2 million wage earners at the end of 1970— more than 
two out of every three in the labor force. Over 10 1/2 million 
wage earners were insured by insurance companies for long-term 
disability. It is not known how much duplication exists be
tween the two coverages. Benefits paid by private health 
insurance totalled $16.2 billion during 1970, of which $1.7
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billion was for disability income and $14.5 billion for medi
cal and dental expenses of persons under age 65.^

The following chart provides an indication of the sig
nificant growth in insurance company coverages between 1940 and 
1970. By 1970, there were 14 times as many persons with hos
pital expense insurance as in 1940, 30 times as many with sur
gical expense and 45 times as many with non-surgical medical 
expense insurance. Major medical insurance holders in 1970 
numbered 705 times those covered in 1951, the first year the 
coverage was introduced nationally.5 
Millions of persons
Under Age 65 TREND IN INSURANCE COMPANY COVERAGE
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Source: Private Health Insurance Coverage in the United States
as of December 31, 1970.

^Private Health Insurance Coverage in the United States 
as of December 31, 1970 (New York: Health Insurance Council, 
1971), p. 2.

^Ibid., p. 2.
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Summary
On the basis of protecting its subscribers against 

rising health costs, the private health insurance industry 
has progressed rapidly in comprehensive coverage. The federal 
programs Medicare and Medicaid, which will be briefly described 
in the forthcoming section, have supplemented the private 
health insurance industry to cover special groups of citizens. 
This combination has attempted to meet headlong the problems 
in American health care that are becoming more frustrating as 
time goes on.

Medicare and Medicaid
The government's Medicare program for people age 65 

and over became effective July 1, 1966. The program is made 
up of two parts: the first is compulsory hospitalization 
insurance financed by contributions from employees and em
ployers; the second is voluntary medical insurance to help 
pay for physicians' services and other medical services and 
supplies not covered by the hospital part of the program. The 
medical insurance part of the program can be entered only 
through enrollment and is financed by monthly premiums shared 
equally by those who choose this protection and the Federal 
government.

A total of $6.3 billion was paid in Medicare benefits 
during 1969, $4.7 billion in hospitalization benefits and $1.6 
billion in medical benefits. Insurance companies and Blue 
Cross and Blue Shield plans participate in the Medicare pro
gram as fiscal intermediaries for the government. A number
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of insurers also offer private coverages to supplement Medi
care, providing persons 65 and over benefits not included in 
the federal program.

Under Title 19 of the Federal Social Security Act, 
commonly called Medicaid, the states may expand, with federal 
matching funds, their public assistance programs to persons 
regardless of age whose income and resources are regarded as 
insufficient to pay for health care. The Title 19 Program

gbecame effective January 1, 1966.
CURRENT CRISES IN HEALTH CARE

Today, this nation confronts a critical testing of its 
capacity to provide all of its citizens one of the most basic 
human needs--the means to protect and maintain personal health. 
There is general agreement that every citizen should have 
access to quality health care. There is also agreement that 
too many now find it difficult to secure quality health care 
when they need it, where they need it, and at prices they can 
afford.

There are many obstacles in the present system to the 
effort to improve health care for everyone. Perhaps the most 
basic of these is the shortage and poor distribution of the 
existing supply of health manpower, particularly doctors.

Number of Physicians
Presently there are 305,453 physicians in the United 

States, about two thirds of whom provide patient care, while

/TSource Book of Health Insurance Data, pp. 10-11.
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the remaining one-third are engaged in medical education, 
administration, and research. From 1950 through 1963 the 
ratio of doctors to population remained relatively constant 
at 149 physicians per 100,000. Between 1963 and 1967 the ratio 
increased to 158 per 100,000. However, this apparent increase 
in the number of doctors represented more who engaged in full
time research, education, and government service. Consequently, 
the ratio of physicians providing direct patient care has re
mained relatively constant at 100 physicians per 100,000 popu
lation for the last decade, while the proportion of physicians

7engaged in primary patient care has actually decreased.
The physician manpower problem is essentially a prob

lem of maldistribution, both geographically and by specialty. 
While 30% of the population resides in rural areas, only 12% 
of all physicians practice in rural areas. Moreover, even 
though urban areas have a more adequate supply of doctors, 
inner city areas are commonly experiencing a tragic shortage 
of doctors and other health resources.

The number of primary physicians (i.e., general 
practitioners, internists, pediatricians, and gynecologists) 
has been declining while the rate of specialization has been 
constantly increasing. In 1950, 36% of all physicians were 
certified specialists, but by 1960 the proportion had risen

^Paul M. Ellwood, Jr. M.D. "Impact of National Health 
Insurance Plans on Providers and Delivery System." in National 
Health Insurance Conference Proceedings, ed. by Robert D.
Filers and Sue S. Moyerman (Homewood, Illinois: Richard D.
Irwin, Inc. 1971), p. 149.
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to 56%. Currently, nearly all new physicians plan to spe
cialize, and many medical students embark on specialized 
training programs during their third year of medical school.

In addition to the shortage of primary physicians, there 
is an overall maldistribution of doctors across the various 
specialties. As a result some specialties are in short supply 
while surpluses exist in others.

Presently there is a shortage of some 50,000 physi
cians, and even by 1980 it is estimated that we will still be 
about 23,000 short. Serious gaps in supply and demand exist 
in all other categories. Including nurses, dentists, and allied 
health personnel, for example, we are presently short some 
150,000 nurses; by 1980 these gaps may grow to 210,000, accord
ing to HEW1s Bureau of Health Professions Education and Man- 

. . 8power Training.

Group Practice
The new plans being introduced currently in Congress 

regarding different forms of national health insurance are 
unified in their efforts to find some way to encourage group 
practice. It is hoped that the encouragement of group prac
tice will result in the development of comprehensive health 
service delivery systems. Authorities agree that group prac
tice improves the efficiency of delivery of the service it 
provides.

8
Teaching Topics. Vol. 20, No. 2: (New York: Institute 

of Life Insurance, 1971), p. 6.
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There are two types of medical group practices: single 
specialty and multi-specialty groups. The former are composed 
of two or more physicians who provide one type of specialized 
service, usually on a fee-for-service basis, and are ordinarily 
established for the convenience of the physicians involved. 
Multi-specialty groups differ in that they provide a wider 
range of health services, ranging from groups which include 
only two or three medical specialties to groups in which most 
specialties are represented. Some multi-specialty groups 
are a part of health care organizations that provide compre
hensive health care on either a fee-for-service or prepaid 
basis, and include not only physicians but also facilities 
such as hospitals and clinics.

Since 1946 , the number of medical groups has greatly
increased from 404 groups to 6,371 in 1969. Of the 286,000
physicians in practice, 44,000 practice in groups; and by
1973, the number is expected to nearly double. Thirty-eight
percent are in single specialty groups and the remainder are
multi-specialty group physicians. More than a third of these
multi-specialty group physicians practice in comprehensive

9
prepaid groups.

Group practice is often discussed as the organizational 
model for achieving medical care goals. Comprehensive multi
specialty, prepaid group practice has appeared to hold the 
greatest promise of providing good medical care efficiently.

Ellwood, Natxonal Health Insurance Proceedings, p. 142.9
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Thus far in America, it has provided a partial answer to the 
problem of how to reach more patients and to extend to them 
an efficient and economical delivery of medical care.

Integration of Health Services
In the current health care delivery system, there 

is very little integration of services; providers operate 
independently of other providers in furnishing services to 
patients. Health care is usually obtained from several doc
tors, and systems for maintaining unitary medical records 
and for facilitating professional interaction do not exist. 
Collaboration among providers in sharing expensive equipment 
is also rare. This piecemeal provision of health services 
results in inefficiencies and inadequacies in the quality 
of care that an individual receives.

Current methods of financing health care reinforce 
the fragmentation of services by paying physicians 
under different formulas, depending on whether they 
practice independently or are employed by hospitals.
If payments were made to physicians irrespective of 
practice location and setting, existing deterrents 
to integration would be removed.
Current state laws regarding professional licensure 
also reinforce fragmentation. Since each health 
profession is separately licensed, opportunities for 
optimal matching of skills with tasks performed is 
frustrated. Reforms in these licensure laws would 
permit health care institutions and large group prac
tices to use their personnel more efficiently.
Efforts have been made to integrate services to reduce 

unnecessary costs and encourage better arrangements for provid
ing care. Up to now, however, development has been slow.

10 Ibid., p . 145.
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Source of Regulation and Control of Health Services

One aspect of the present delivery system which would 
be greatly affected by passage of national health insurance 
is the source of regulation and control of health services. 
Presently that control is generally executed by the health 
care providers whose performance is the source of regulation.

Currently, there are four regulatory mechanisms: 
health care professional licensure, in which medical licens
ing boards set up standards in each state for licensing 
procedures; peer-review mechanisms, which review the perform
ance of physicians and other health care professionals; insti
tutional accreditation, in which the Joint Commission for 
Accreditation of Hospitals, set up by Medicare, determines 
which hospitals will be certified for participation in the 
program, and is membered by representatives of various health 
care associations and organizations; and health care planning 
agencies, which are supposed to represent the consumer by at 
least 51% representation but which, in practice, are dominated 
by high income individuals such as bank officers or lawyers 
whose interests are closer to those of providers than to 
low-income consumers. Coupled with infrequent attendance and 
lack of direct participation by low-income consumers, com
prehensive health planning agencies are easily dominated by
providers despite the statutory requirements dictating con- 

11
sumer control.

11Ibid., p. 152.
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Medical Records and Communications Systems
This is an area that is woefully lackincr in coordina

tion among physicians, resulting in a lengthy repetition by 
the patient of his medical history to each provider and often 
for each admission to the same hospital. Records are incom
plete because each doctor maintains his own for his particular 
patients; they are not held in common storage where all pro
viders may have access to them.

Comprehensive prepaid group practices are exceptions 
to this rule. A central medical record is kept for each en
rolled member and follows him through all services.

Control over Quality of Health Services
Currently, the quality of health care is controlled 

by three general measures: input measures, internally applied 
measures, and output measures.

The first two, input and internally applied measures, 
refer to the regulatory mechanisms described above. Input 
measures have served a useful purpose, but their efficacy has 
been questioned because of their doubtful relevance to the 
quality of health care. Internal control measures have been 
criticized for their inattention to outcomes and their undue 
attention to mechanics. Internal measures are often called 
process measures, and they focus on what takes place rather 
than on what the outcomes of health care procedures may be.

Output measures focus more attention to the outcomes 
of health care procedures; the only significant output measure 
is medical malpractice, although "performance reportina"
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mechanisms are being developed for health care organizations.
Increasingly commentators on health care delivery

are emphasizing the importance of outcome measures. Greater
reliance upon these measures will require further development
of the technology to assess and measure outcomes than is pre-

1 osently available.

Control over Distribution of Health Providers
Knowledgeable observers agree that the nation's health 

care resources are inequitably distributed. They sometimes 
disagree on the nature and extent of the distribution problem 
because there is no common basis for defining and estimat
ing the need for health care. It is widely acknowledged, how
ever, that maldistribution exists, that it has several dimen
sions (including the number, location, and kinds of various 
essential components, such as physicians, facilities, and
supporting personnel), and that to date efforts to effect more

13equitable distribution have been only minimally successful. 

Medical Care Costs
Typical among the rising costs of health care in the 

United States is the 110% increase in hospital room charges 
since 1965. Americans are finding that no aspect of health 
care is inexpensive and this realization is having a negative

J-2Ibid. , pp. 157-158 
-^Ibid., pp. 160,161.
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effect upon their willingness to see a doctor when necessary 
and also for preventive care.

If it had not been for runaway health costs, the 
United States might have continued to remain for years, if not 
decades, as the principal developed nation of the world with
out a national program for financing and delivering health 
care to most of the people. General public awareness of our 
cost dilemna perhaps was occasioned by the Medicare programs, 
but the seeds of the problem had taken root long before Medicare 
began in 1966. The demand for health care has far surpassed 
the supply of such services--daily hospital rates and physicians 
fees being printiipal examples of higher prices resulting from 
such imbalances.

The American public spent $46 billion on health care 
in 1970, 148% more than ten years earlier. This total public 
spending for health care was $28 billion more than 1960, and 
was 7 1/2% of the total amount spent on all personal needs.
For the same period, the amount of money spent for medical 
care also increased from 5.3% to 6.7% of the public's dis
posable personal income. This was a 26% increase. Per capita 
expenditures for personal health care rose from $125 in fiscal 
year 1960 to $280 in 1970. In 1970, Americans paid $17 billion 
for privately controlled hospital care, 235% more than in 1960. 
Payments for physicians' services reached $12 billion, a rise 
of 134% over 1960. Expenditures for medicines and appliances
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amount to almost $9 billion, a 95% growth over ten years 
earlier. The amount of money spent by the public for all 
other types of medical care (excluding dental care and net 
cost of health insurance) increased 90% over 19 60.^

The Consumer Price Index shows that, over the years, 
medical costs increased faster than any major category of 
personal expense. From the base period of 1957-1959 to 1970, 
medical costs rose 65%. In comparing cost trends of indi
vidual medical care components from the base period to 1970, 
hospital room rates showed the greatest increase, 188%. Second 
highest were physicians' fees, with a 67% rise. Dentists' 
fees ranked third, with a 52% increase. The cost of optom- 
etric examinations and eyeglasses rose 38%. A 1970 report 
of the American Hospital Association showed that the average 
cost to community hospitals to treat a person amounted to 
$81.01 per patient day. Compared to 1965, this represented 
a 82% increase. From 1965 to 1970, the cost to the hospital 
for an average stay increased 91% to reach $664.28 per patient. 
Between 1950 and 1970, total operating costs to community 
hospitals increased 823%. The American Hospital Association 
report states that much of the increase was due to the con
tinued rise in wages paid to hospital personnel, as such wages 
moved toward parity with other industries in the community.
The 1970 payroll for hospitals amounted to over $11 billion

15while in 1950 it totaled slightly over $1 billion.

^ 1971-72 Source Book of Health Insurance Data, p. 43.
15Ibid, p. 43.
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This data suggests that cost problems have been a 
major factor behind the drift toward national health insurance, 
and it seems likely that the current phase of the debate will 
center at least as much on our dissatisfactions with current 
health delivery. In fact, it is quite plausible that the kind 
of national health insurance to be enacted will be influenced 
most strongly by this very consideration.

i



CHAPTER II

A DESCRIPTION OF TWO 
POTENTIAL SOLUTIONS TO THE PROBLEM

One Alternative:
The National Health Security Act

The National Health Security Act was introduced in the Senate 
of the United States on January 25, 1971 by Senator Edward 
M. Kennedy as the main proponent.

The sponsors of the bill insist that health care is 
a right for all, not just a privilege.

Senator Kennedy outlines the basic principle of the 
Health Security Act in the following excerpt from the Con
gressional Record as he introduced the bill to Congress :

The basic principle of the Health Security program 
is twofold : to establish a system of comprehensive 
national health insurance for the United States, 
capable of bringing the same high quality health 
care to every resident ; and to use the program to 
bring about major improvements in the organization 
and delivery of health care in the Nation.
The Health Security program does not envisage a 
national health service, in which Government owns 
the facilities, employs the personnel, and manages 
all the finances of the health care system. On the 
contrary, the program proposes a working partnership 
between the public and private sectors. There will 
be government financing and administrative management, 
accompanied by private provision of personal health 
services through private practitioners, institutions, 
and other providers of health care.

-*-̂U. S. Congress, Senate, A Bill to Create a National 
System of Health Security, S.3, 92nd Cong., 1st Sess.,

20
1971.,p.4.
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Persons Eligible for Benefits
Every individual residing in the United States will 

be eligible to receive benefits. There will be no requirement 
of past individual contributions, as in Social Securitv, or 
a means test, as in Medicaid.
Starting Date for Benefits

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

With certain modest limitations, the program will 
provide comprehensive health benefits for every eligible person.

The benefits available under the program will cover 
the entire range of personal health care services, including 
the prevention and early detection of disease, the care and 
treatment of illness, and medical rehabilitation. There are 
no cutoff dates, no coinsurance, no deductibles, and no wait
ing periods.

For example, the program provides full coverage for 
physicians' services, inpatient and outpatient hospital ser
vices, and home health services. It also provides full 
coverage for other professional and supporting services, such 
as optometry services, podiatry services, devices, and appli
ances, and certain other services under specified conditions.

The four limitations in the otherwise unlimited scope 
of benefits are dictated by inadequacies in existing health
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resources or in management potentials. They deal with nursing 
home care, psychiatric care, dental care and prescription drugs. 
Administration

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

A statutory National Advisory Council will assist the 
Board in the development of general policy, the formulation 
of regulations, and the allocation of funds. Members of the 
Council will include representatives of both providers and 
consumers of health care.

Field administration of the program will be carried 
out through the ten existing HEW regions, as well as through 
the approximately 100 health subareas that now exist as natural 
medical market places in the nation. Advisory councils on 
matters of administration will be established at each of these 
levels. However, the Board will guide the overall performance 
of the program and it will coordinate its functions with the 
state and regional planning agencies, and it will account 
for its activities to Congress.
Financing the Program

The program will be financed through a Health Security 
Trust Fund similar to the Social Security Trust Fund. Income
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to the Fund will be derived from four sources:
Fifty percent from general Federal Tax revenues;
Thirty-six percent from a tax of 3.5 percent on em

ployer's payrolls;
Twelve percent from a tax of 1 percent on employees' 

wages and unearned income up to $15,000 a year;
Two percent from a tax of 2.5 percent on self-employ

ment income up to $15,000 a year.
Employers may pay all or part of their employees1 

health security taxes, in accord with arrangements established 
under collective bargaining agreements.

The Health Security Trust Fund would have three accounts
1. a health service account to pay benefit costs
2. an account for administrative costs
3. a health resources development fund. The present 

hospital and medical insurance trust funds of Medicare would 
be transferred to the new trust fund.

Payment Mechanism
Each year the Health Security Board will make an ad

vance estimate of the total amount needed for the expenditures 
from the Trust Fund to pay for health care services in the 
program. Because the health care system will be obliged to 
live within its budget, the plan hopes to end unacceptable 
escalation of costs in the present system.

The first year the budget will be based on previous 
expenditures. Thereafter, they will be guided by the program's 
own experience in making expenditures and in assessing the
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need for equitable health care throughout the nation.

Compensation of Providers
Providers of health services will be compensated 

directly by the Health Security Program. Individuals will 
not be charged for covered services.

Hospitals and other institutional providers will be 
paid on the basis of approved prospective budgets. Independ
ent practitioners may elect their own payment method: fee- 
for-service, capitation payments, or in some cases by re
tainers, stipends, or a combination of such methods. Compre
hensive health service organizations may be paid by capitation, 
or by a combination of capitation and methods applicable to 
payments to hospitals and other institutional providers.
Other independent providers, such as pathology laboratories, 
radiology services, pharmacies, and providers of appliances 
will be paid by methods adapted to their special character
istics .

Foundations may be contracted by the Board for ser
vices. They would be required to have an enrolled population 
and to permit participation by all qualified physicians in 
the area. Foundations would be reimbursed by the same for
mula used for prepaid group practice plans.
Quality Control

The program will establish national standards for 
individual and institutional providers. Independent prac
titioners must meet licensing and continuing education 1

1^Ibid., p. 4.

17
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requirements. Specialty services will be covered if, upon 
referral, they are performed by qualified persons. Hospitals 
must also establish utilization review and affiliation arrange
ments .

Incentives
Financial, professional and other incentives are 

built into the program to move the health care delivery system 
toward organized arrangements for patient care, and to encour
age preventive care and the early diagnosis of disease.

Through the use of incentives, the program will en
courage comprehensive group practice organizations, the 
efficient use of personnel in short supply, and the progres
sive broadening of health services. It will provide funds for 
education and training programs, especially for members of 
minority groups and those disadvantaged by poverty. Finally, 
it will provide special support for the location of increased 
health personnel in urban and rural poverty areas.

Relation to Existing Programs
Medicare and Medicaid will be terminated by the Health 

Security program. The bill does not affect the current pro
visions for personal health services under the Veterans Ad
ministration, temporary disability, or workmen's compensation 

18programs.

18Ibid., p . 5.
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Conclusion
In Senator Edward M. Kennedy's introduction of the bill

to the 92nd Congress, he summarized the content and purpose
of the bill in these words:

The Health Security Act we submit to the Senate and 
to the people of the United States differs from all 
previous proposals for health care or national health 
insurance. It is not just another financing mechanism. 
It is not just another design for pouring more pur
chasing power into our already overstrained and over
burdened nonsystem for the delivery of health care.
It is not just another proposal to generate more pro
fessional personnel or more hospitals and clinics, 
without the means to guarantee their effective use.
Ours is a proposal to give us a national system of 
health security. Under this program, the funds we 
make available will finance and budget the essential 
costs of good health care for generations ahead. At 
the same time, these funds will be building new capa
city to bring adequate, efficient and reliable healj^ 
care to all families and individuals in the Nation.
Since the introduction of this bill to Congress, de

bate has been heated; and this reaction is to be expected 
as the bill would effect drastic changes in the present sys
tem of health care, particularly in the complete scrapping 
of the present private health insurance industry.

The valid arguments from the proponents and opponents 
of the Health Security Act as well as the crucial impact on 
the present system will be scrutinized in Chapter III of this 
paper.

19Ibid., p. 5.
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A Second Alternative:
The National Healthcare Act

H.R. 4349, the "National Healthcare Act of 1971," was 
introduced by Representative Omar Burleson of Texas on February 
17, 1971.

General Concept and Approach
The bill provides three voluntary health insurance 

plans to make coverage available to almost the entire popula
tion. The plans include:

(1) an employee-employer plan; (2) an individual plan, 
and (3) a plan for the poor and uninsurable. All plans would 
provide after a phasing-in period a broad range of medical 
care services with benefits generally subject to cost sharing 
by the patient. Also, all plans would be administered through 
private insurance carriers supervised by the State and Federal 
Governments. The employee-employer plan and the individual 
health plan would be financed by premium contributions, and 
contributors would receive tax advantages. The plan for the 
poor would be financed mainly by Federal and State general 
revenues. The bill includes provisions designed to increase 
the supply of health manpower, the development of ambulatory 
care centers and the expansion of health planning.

The relationship to other government programs, reim
bursement, standards for providers of services, and delivery 
and resources are similar for all three plans. The program
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would begin in July 1972 for the poor and January 1973 for 
the other plans.^

Employee Healthcare Plan
Through this plan, the employer would provide a qual

ified health insurance plan to his employees with special 
benefits for the employees and their dependents. The plans 
would be carried and processed by private companies and the 
premiums would be paid by employer and employee as arranged 
by them. The plan would be supervised by State insurance de
partments. The Federal Government would determine the status 
of a plan under the tax laws.
Coverage

All full-time and part-time employees (who work at 
least 20 hours a week) and their dependents would be covered 
if they work for employers who voluntarily establish a qual
ified plan. New employees would be covered within three months. 
Conditions for continuing coverage under the plan are outlined 
in the following cases: termination of employment, layoffs or 
labor disputes, illness or disability, and death of an em-
i 21ployee.

Benefit Structure
The plan requires standard health care benefits which 

would be phased-in, with Priority I benefits becoming available

20U.S. Congress, The Committee on Ways and Means, 
Analysis of Health Insurance Proposals Introduced in the 92nd
Congress, 92nd Congress., 1971. p. 27.

21Ibid., p. 27.
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at the start of the program; Priority II, 3 years later; and 
Priority III, 6 years later. The purpose of the phasing-in 
is to avoid overloading the present health care facilities; 
thus, if the Health Council (established under the bill) de
cides that facilities and services are not available, the 
phasing-in schedule may be appropriately adjusted.

Some of the benefits include: progressively expanding 
comprehensive coverage including hospital stays; extended care; 
nursing home treatment; surgery; diagnostic services; general 
and special physician services; preventive checkups; mater
nity care; well-baby care; prescription drugs; rehabilitation
services; dental and visual care; and psychiatric care in

22and out of the hospital.
The bill provides tax advantages to the employee and

employer. The employer may deduct for tax purposes the full
cost of his premium contributions if he has a qualified plan
and one half of his cost if the plan is not approved.

In addition, employees and other persons who itemize
their deductions may take their entire contributions toward a

23
qualified plan as a medical expense deduction.

There are co-payments and deductibles in the bill for 
which coinsurance up to 20% may be required. The total payment

Five Comprehensive National Health Insurance Plans 
(New York: Institute of Health Insurance, 1971), pp. 2-3.

2 3Analysis of Health Insurance Proposals Introduced 
in the 92nd Congress, p. 28.
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for a family for all cost sharing (deductibles, copayments 
and coinsurance) is limited to $1,000 in a year.

The plan may provide benefits in addition to those 
required under a qualified policy.

Administration
Employers would buy qualified policies from private

insurance companies. To be qualified, the policy must be
approved by the State insurance department. The Department
of the Treasury may accept the approval of the State insurance
department in determining the tax status of the premiums for

24income tax purposes.

Financing
The premiums for an employee plan would be paid by 

employers to the insurance carrier. As arranged between 
employers and employees, the employees may be required, without 
limitation on the amount, to contribute to the premiums.

Individual Healthcare Plan 
The individual healthcare plan would provide income 

tax incentives to encourage the purchase of individual (non
group) qualified insurance providing specified health insur
ance benefits. The premiums would be paid by the policyholder. 
The State and Federal governments would have supervisory

^Ibid. , p . 28 .
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responsibilities similar to those under the employee plan. 

Coverage
Self-employed persons and others not eligible under 

the employee or State plans would be eligible to voluntarily 
purchase a qualified individual healthcare policy for them
selves and their families.

Benefit Structure
The medical care benefits of an individual policy are 

identical to those under the employee plan and would be phased 
in at the same time. As in the employee plan, coinsurance 
up to 20% may be substituted for the co-payments applicable 
to the various benefits and an additional deductible may be 
imposed (which must not be larger for ambulatory than for 
institutional care). For an individual plan, no limit is 
placed on the amount of this deductible or on the total amount 
of cost sharing that could be required in a year.

The individual may deduct the entire premium cost as 
a medical deduction.

Administration
The individual healthcare plan would be administered 

the same as the employee plan.

Financing
The policyholder would pay the entire premium cost to

.. . 25the insurance carrier.

25Ibid., p. 29.
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State Healthcare Plan
The State healthcare plan is designed to provide the 

standard benefits for the needy, the uninsurable and certain 
others. It would be administered by a private insurance carrier 
(or group of carriers) in each state and financed by premium 
payments from covered persons and contributions from State 
and Federal general revenues.

Coverage of the Population
1. Needy persons : individuals and families could vol

untarily enroll in the State plan if their adjusted gross in
come was less than certain amounts designated in the program.

Public assistance recipients would be eligible for 
coverage without regard to their actual income. Persons 
eligible under a qualified employee healthcare plan could not 
elect the State plan.

2. Uninsurable persons : those not eligible under a 
qualified employee plan and cannot obtain a qualified individ
ual policy (usually because of poor health) would be eligible 
for coverage under the State plan.

3. Special groups : groups of persons who are receiving 
substantially all their medical care under a Federal or State 
program may be enrolled as a group under the plan. The Federal 
or State government would pay the premium cost.
Benefit Structure

The benefits under the State plan would be phased-in 
earlier than the other plans, with Priority II benefits effec
tive at the start of the program and Priority III, four years
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later. The cost sharing requirements would be limited to 
$30 in a year for individuals and families having adjusted 
gross income less than a specified amount.

The State plan could provide benefits in addition 
to the standard benefits, but the Federal government would 
not share in the cost of the additional benefits.^  
Administration

The State plan would be administered by an insurance 
carrier under an agreement between a State and the carrier, 
with the approval of the Department of Health, Education 
and Welfare.

The State would approve operation of the plan and 
payment to providers would need to meet the standards of the 
State Cost Commission. HEW would issue regulations for 
operation of the plan.
Financing

The State plan would be financed by premium payments 
of enrolled families, graduated according to income, and by 
contributions from State and Federal general revenues.

The amount of the premium, decided by the carrier,
would be reviewed by the Chief Actuary of the Social Security

. . . 2 7Administration.
Standards for Providers of Services

Health care institutions (hospitals, extended care 
facilities and home health agencies) would have to meet the

26Ibid., P- OC
O

27Ibid., P- 31.



34
same standards as under the Medicare program. Health main
tenance organizations which furnish health care services to 
enrollees would be required to meet quality standards estab
lished bv regulation. Physicians and dentists would have to 
be legally authorized to render services by the State in which 
they provide their services.

Reimbursement of Providers of Services
Payments to health care institutions would be based 

on the budgets and the standard rates which they would annually 
recommend to be approved by the State Healthcare Institutions 
Cost Commission.

Health maintenance organizations would be paid on the 
basis of per capita charges which could not exceed the regular 
premiums for the plan.

Payment to physicians, dentists, and other health care 
personnel would be based on reasonable charges, taking into 
account the customary charge of the practitioner and the pre
vailing charge in his locality. Payment could not exceed the 
prevailing charge (which would be set at 75th percentile of
the distribution of actual charges made for similar services

2 8during the previous year).

Delivery and Resources
The bill makes an effort to provide for improvements 

in the present health care system in three major areas :

28Ibid., p. 34.
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comprehensive ambulatory health care centers, health planning, 
and health manpower. Through the use of planning boards to 
improve long-term health care, special project grants to train 
personnel to staff health centers, loans and loan guarantees 
to train health professionals, it is hoped that positive steps 
forward can be made to not merely pour more money into health 
care but to make it available to everyone everywhere.



CHAPTER III

ANALYSIS OF THE IMPACT OF NATIONAL BILLS 
ON THE CURRENT HEALTH CARE PROBLEMS

This analysis speculates on the impact that the two 
approaches to national health insurance, as outlined in 
Chapter II, will have on health providers and the existing 
health delivery system if they were enacted into law. The 
changes in the cost of health care will also be evaluated.

The proposals will be evaluated against certain de
livery system characteristics, each of which influences the 
behavior of providers. These characteristics were pinpointed 
in Chapter I as some of the problem areas in the present sys
tem which need serious study. These characteristics, when 
taken together, can exert a shaping influence that determines 
the character of the health industry in general.

Number of Physicians
The gross shortage of physicians and other medical 

personnel is spotlighted. It is generally agreed that here 
is a problem area which must be treated in any health care 
proposal for the future, but it is advisable to look closely 
at the two plans, the Health Security Act and the Healthcare 
Proposal, to discover the impact each would have on the present 
situation.

36
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The Health Security Act, sponsored by Senator Edward 
Kennedy, will encourage an increase in the number of physi
cians by authorizing the health security board in consultation 
with state comprehensive health planning agencies to promptly 
establish (and from time to time review and if necessary, 
revise) schedules of priorities for the recruitment, education, 
and training of personnel to meet the most urgent needs of 
the health security system, and by providing financial assist
ance for medical students in any of the medical specialties
in which there is a critical shortage of qualified practi- 

29txoners.
The Healthcare Act also attacks the problem of per

sonnel shortages. It suggests increased scholarships and loans 
designed to increase the existing supply of doctors, dentists, 
nurses, and allied medical care personnel. A new program of 
special project grants would help schools meet the cost of 
developing curriculum and training programs to develop the 
skills needed to administer and staff comprehensive health 
care centers. And it would provide incentives to move health
professionals into the areas where they are most needed— the

. . 30inner cities and remote rural communities.
The methods used by the two plans to increase medical 

personnel are very similar. Essentially, student loans upon 
which limited ceilings have been abolished are provided, and

29Ellwood, National Health Insurance Proceedings, p.150.
30Congressional Record, House of Representatives, 

February 17, 1971, p. 2744.
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the loans are gradually forgiven according to how much time 
the medical worker spends in the areas of greatest need.
The proponents of these bills hope that added financial in
centives not only during the training period but after its 
completion will lead to more and better qualified medical man
power and their distribution in areas of greatest need.

Group Practice
The encouragement of group practices and comprehen

sive health maintenance organizations appears to be a major 
point of both the Kennedy bill and the Burleson bill.

While their goals seem to be the same, the Kennedy 
bill goes further in encouraging the growth of group practice 
by incorporating a priority of provider payments which would > 
pay salaried institutional and capitation comprehensive group 
physicians and fee-for-service physicians last. Also, if the 
fee-for-service bills were higher than the remaining money 
available, such providers' bills would be prorated and only 
partially paid.

It will also encourage growth of group practice by 
allowing comprehensive group providers to realize for themselves 
any financial savings at the end of the contract year; by 
granting funds (grants and loans) earmarked for the development 
and growth of comprehensive group practices high funding 
priority; by having federal law supersede state statutes which



39
restrict the development of group practices; by requiring 
institutions and individual practitioners to establish working 
relationships with other providers of care so that a patient 
will have continuous and appropriate treatment; and by paying 
for certain services such as psychological, nutritional, and 
social services and health education only if these services

31are provided by a comprehensive health service organization.
The Burleson bill provides similar financial incentives 

for group practices and comprehensive health care centers. 
Grants, loans, and loan guarantees are authorized for the con
struction or modernization of ambulatory health care centers, 
particularly in areas designated by the State comprehensive 
health plan and to pay their operating deficits for the first 
three years of operation.32 This is one area of difference 
from the Kennedy bill in which the centers will be funded, but 
not particularly on the basis of where they will be located.

Another area of difference is the practice of priority 
payments in the Kennedy bill but not in the Burleson bill.
As stated above, priority payments would favor physicians in 
group practice and thereby tend to force a physician into 
group practice in order to be reimbursed by the Federal Govern
ment .

31Ellwood, National Health Insurance Proceedings, pp.143-44.
32Analysis of Health Insurance Proposals Introduced 

In the 92nd Congress> p. 34.
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Integration of Health Services
The considerations in this problem area overlap some

what with those of group practice, since the encouragement 
and development of more group practice will have an inte
grating effect on health services.

The Kennedy proposal will encourage integration of 
health services by authorizing appropriations and expenditures 
from the trust fund to encourage health planning processes 
to improve the distribution and delivery of health services; 
by establishing funds for a health service account to be used 
expressly for planning and integrating more continuous com
prehensive health care; by requiring participating providers 
to comply with the health security board's directives regard
ing organization and coordination of health care services; 
by authorizing the secretary of HEW to direct ( in cooperation 
with state comprehensive health planning agencies) a contin
uous program of health service planning; by authorizing special 
grants to establish improved coordination and linkage among 
providers of services; by authorizing the health security 
board to train new kinds of health personnel to assist in 
furnishing comprehensive health services, and also to serve 
as liaison between health service organizations and the area
residents; and by reimbursing practitioners for special costs

33required to maintain linkages with other providers.

■^Ellwood, National Health Insurance Proceedings,
p. 146.
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The Burleson bill contains similar provisions, stronger 
in some areas and weaker in others. A Council of Health Policy 
Advisers to the President would be created for the purpose of 
recommending improvements in the organization, financing, 
delivery and quality of health care, for recommending guide
lines for the allocation of funds for health care and for 
appraising Federal health programs and recommending procedures 
for interagency coordination. The bill increases appropriations 
under existing Federal programs for grants for comprehensive 
health planning at the state and local level and expands the 
scope of planning agency responsibilities. Also special 
project grants are provided to schools of medicine, training 
centers for allied health professionals and other educational 
institutions to develop and evaluate cirriculums to train and
coordinate teams of personnel to staff ambulatory health care 

34centers.
Basically the two plans similarlv provide for greater 

planning of integrated centers and federal and state support 
of such by grants, loans, etc. The Kennedv bill seems to de
vote more to planning integrated health services, as well as 
to allocate more kinds of funds to integrate health care.
In essence, the Kennedy bill appears to attempt to more thor
oughly integrate health services than does the Burleson bill. 
Medical Records and Communications Systems

The Kennedy bill would encourage improved medical 
records and communications systems by requiring the maintenance

34Analysis of Health Insurance Proposals Introduced 
in the 92nd Congress, p. 34.
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of adequate records of admissions, duration of stay, and pro
fessional services furnished in an institution; by requir
ing skilled nursing homes to provide for the transfer of 
medical and other information which are medically appropriate 
to the patients' care between themselves and other institutions; 
by reimbursing practitioners for special costs in maintaining 
linkage with other providers of health services; by requiring 
utilization review for all general or psychiatric hospitals 
or skilled nursing homes, and the maintenance of adequate 
medical records for such utilization review; by requiring that 
general hospitals maintain an adequate clinical record on all 
patients to be classified as a qualified provider; by making 
grants to organizations to pay for all or part of the cost of 
acquiring and installing improved medical records systems; 
and by making grants to organizations to pay all or part of 
the cost of establishing improved coordination and linkages

■ 3 Camong providers.
The requirements of the Burleson bill regarding medi

cal records and communications systems do not appear to be 
nearly as stringent as Kennedy's Health Security Act. The 
Burleson bill includes provisions designed to encourage de
velopment of comprehensive ambulatory health care centers, 
which will be organized to have unified medical records.
Thus, within the types of institutions encouraged by this
bill there will be improved communications systems shared by

3 6all the institutions.

^Ellwood, p. 148.
3 6Congressional Record, p. 2745.
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The Kennedy bill takes more steps to set up better 
medical records and communications systems among all kinds of 
medical facilities.
Source of Regulation and Control of Health Services

The prime consideration in the area of source of 
regulation and control of health services is whether the con
trol will ultimately descend from a central governmental 
agency or from an independent agency.

The Kennedy bill would encourage central governmental 
regulation and control of health services by creating respon
sibility for administrating the health security program; by 
authorizing the health security board to issue directions to 
providers of services (other than individual practitioners) 
regarding expansion, curtailment, or other modifications of 
covered services; by requiring that the constitution or expan
sion of any general or psychiatric hospital or skilled nursing 
home be subject to prior approval by a state agency designated 
by the governor of the state for this purpose ; by requiring 
approval of drugs and treatments to qualify for reimburse
ment; and by authorizing the health security board to deter
mine the eligibility of providers of health service and the 
amount to be paid to providers. The board would also have author
ity to terminate participation of any provider who is not in

37compliance with the agreements or regulations.

37Ellwood, p. 155.
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The Burleson bill would encourage independent agency 
and control of health services by the creation of a three- 
man Council of Health Policy Advisers, appointed by the Pres
ident, and state and area health planning agencies. The Council 
of Health Policy Advisers would develop and recommend goals 
for a national health policy to promote efficiency, eliminate 
waste and duplication in the utilization of health facilities 
and resources, and shall recommend specific programs to stream
line and consolidate health manpower programs. This council 
would consult with other advisory councils and representatives 
from the private sector, utilizing facilities and information 
of other private and public organizations in order to avoid 
unnecessary overlapping or duplication of effort. The State 
health planning agency would be required to determine as part 
of its planning process the number of comprehensive ambulatory 
health care centers identified as needed in its state plan, 
or for modernizing such existing facilities.

There are also state and areawide comprehensive 
health planning agencies, which play a strengthened role in 
coordinating areawide health affairs including the determina
tion of health needs, capital expenditure programs, cooperative 
use of facilities, optimum use of available manpower, and 
improved management techniques. The agency must provide for 
consultation with the areawide health planning council and 
other groups, for the representation of health care facilities
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and physicians, for enlisting public support, and for edu
cating the public concerning the proper use of facilities

3 8and services available.
Thus, regulation and control of health services under 

the Burleson bill is executed primarily through the areawide 
and state planning agencies rather than through a centralized 
government agency.
Control over Cost and Quality of Health Services

The Kennedy proposal may encourage provider control 
of the quality of health care by reimbursing practitioners 
for the special costs of continuing education which are re
quired by the health security board, and for costs incurred 
in maintaining linkages with other providers; by authorizing 
the health security board to establish requirements of con
tinuing education requirements of the health security board; 
and by requiring that comprehensive health service organiza
tions, as a condition of eligibility, perform the functions 
of a drug therapeutics committee, and monitor and review the 
utilization and quality of all health services.

The Kennedy proposal will also encourage central gov
ernmental control of prices of health services by giving prior
ity for payment for health services to those providers who 
agree to be paid on a capitation basis or on an institutional 
salary basis (last priority is given to the fee-for-service 
payment method); by giving the health security board power to

3 8Congressional Record, p. 2746.
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approve or disapprove of hospital budgets; and by having the
health security board determine and prescribe appropriate

39medical fees to be charged.
The Burleson bill provides control of quality through

the state agencies. States are given the authority to review
in advance the rates to be charged by health care institutions
for their services, and to refuse to approve these rates for
payment under the state plan. The cost and quality of health
care services provided by physicians and other medical prac-

40titioners will be controlled in each state.
A professional service, otherwise covered by these 

state plans, shall be reimbursed only if it falls within 
professionally established utilization guidelines or is found 
to be necessary health care bv a qualified peer review committee. 
Furthermore, no charge for the necessary service shall be 
reimbursed to the extent that it exceeds the prevailing charge 
in a locality for similar services.

The methods of control used in the two bills vary some
what, but both have the same goal: to keen the quality of 
health care high for all segments of the population, and to 
simultaneously check the skyrocketing costs of health care.

Control over Distribution of Health Services
The problem of distribution involves both geographic 

and specialty distribution. Although attempts have been made

^Ellwood, p. 159.
40Congressional Record, p. 2746.
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to control the maldistribution of doctors and allied health 
personnel, these experiments are novel ideas with varying 
promise that are either untested or unproved. The unmistak
able conclusion is that we have no effective controls to 
guarantee that physicians and supporting personnel will be 
fairly distributed to meet the demand for health care.

In general, geographic inequities are not as apparent 
as the overall lack of a proper array of facilities, graded 
to correspond with the need for different levels of care. We 
have an oversupplv of acute hospital care facilities and a 
serious shortage of ambulatory care, extended care, and other 
intermediate facilities.

The two plans discussed here will attempt to solve 
the problems by two approaches: governmental control over 
distribution and provider control over distribution.

The Kennedy proposal will encourage governmental con
trol over distribution by authorizing the board to pay inde
pendent practitioners fulltime or part-time stipends in lieu 
of, or as a supplement to, other methods of compensation if 
they agree to provide health services in remote or deprived 
areas, and by permitting providers who meet the licensure 
requirements of one state to practice in all other states, pro
vided they meet national standards set by the health security 
board. This increased "reciprocity" of licensed providers 
would make providers more mobile, and could encourage them to
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go into underserved areas. This plan will also encourage 
governmental control over distribution by requiring that con
struction or substantial enlargement of provider facilities 
be subject to prior approval by a state agency designated 
by the governor for this purpose (the criteria would be whether 
or not the facility was needed to furnish adequate service to 
persons to be served by the institution); by authorizing 
the health security board to recruit professional practition
ers for underserved areas and by allowing income guarantees 
for such practitioners ; and by authorizing the health security
board to provide training for physicians and medical students

. . 41m  specialties where there are critical shortages.
The Burleson proposal will encourage predominantly 

provider control over distribution. Doctors and other health 
personnel will have loans partially or completely forgiven 
to practice in areas found by HEW and the state planning agency 
to be in need for physicians, optometrists, or dentists.
Also, Federal grants are allowed to medical personnel in 
return for service in urban and rural areas of critical need 
to alleviate the maldistribution of health care personnel. 
Priorities for awarding grants to comprehensive ambulatory 
health care centers would be given to proposed facilities in 
densely populated areas now lacking such facilities. This 
is to relieve pressures on general hospitals in such areas,

41Ellwood, p. 162.
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to bring preventive and treatment facilities to populous areas 
not now receiving coordinated health care, and to create
lower-cost facilities in lieu of expanding high-

4 2patient facilities,
-cost in-

42„____  .__ , „____, „Congressional Record, p. 2746



CONCLUSION
Major problems now exist in the health care system 

today. The crisis boils down to this. We don't have enough 
doctors or other medical personnel. This is compounded by 
the fact that these health care providers are poorly dis
tributed, too many in certain parts of the city, too few in 
rural areas and the poor sections of cities. The same holds 
true for health facilities. Some areas are crowded with 
costly medical centers; others have few facilities or badly 
outdated ones.

As a consequence, many people are not receiving needed 
care and the cost of care has been driven up to the point 
where it is nearing $100 a day in many hospitals.

The public has become increasingly frustrated with 
the healthcare "system" in its present state, and strong 
pressure is being mounted for political action and major 
change.

The problem is to determine how to make this change
constructive. In this paper the attempt was made to come to

y
grips with some of the underlying causes of the crisis, to 
identify the problems, and to proceed from there to examine 
two kinds of alternate solutions to those problems. The solu
tions have been discussed in the light of what effect the 
particular "cure" will have on the "illness." In some cases

50
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the alternatives skirted around the issues; in others, the 
solutions used more of the same techniques tried unsuccess
fully before but now administered on a larger scale.

The two proposal-solutions described and analyzed 
in the paper were chosen because they represented two kinds 
of alternatives possible to take. This approach hopefully 
eliminates the need to scrutinize every single bill and 
proposal that comes out. It is felt that the grouping of all 
proposals to identify two kinds of alternatives will keep 
the line of research clarified.

Many of the goals and objectives in the two programs 
were found to be strikingly similar. The techniques used to 
achieve the goals were also similar, even though minor varia
tions were abundant. The overall philosophies differed con
siderably as to the inclusion or exclusion of the private and 
independent sectors.

In varying degrees, all of the proposals recognize 
the futility of a "dollars only" approach and include language 
aimed at improving the delivery system. However, a crucial 
consideration is whether these intentions can survive the 
forthcoming political in-fighting and legislative compromise 
to which they certainly will be subject. Medicare is a case 
in point. In that instance, to secure passage of the "big 
idea"— the financing plan— backers of Medicare traded off 
improvements in the existing organization structure of health 
delivery which they had hoped to bring about, such as the form
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of payment that hospital-based physicians would receive under 
Part A. Similarly, organizational improvements originally 
proposed under Comprehensive Health Planning (CHP) and 
Regional Medical Programs proved expendable as the price that 
backers of these programs were willincr to pay for passage 
of their "big ideas." Proponents of the various national 
health insurance proposals can profit from these experiences 
by asking themselves, What "big idea" are we trying to advance? 
Is it a universal financing mechanism to purchase health care? 
Or is it improvement in the way health services are delivered? 
Or is it both of these objectives?

Public money spent for health care can exert a power
ful and positive influence in shaping health delivery, provided 
the objectives being sought are precisely specified in advance. 
Without such purposeful and strategic investment, unforeseen 
effects of great consequence can result.

Although both bills claim ability to solve the prob
lems , what potential weaknesses might hinder the solution? 
Serious consideration abound: Would the bills squander tax 
dollars? Would the bills check the health care cost climb? 
Would the bills make quality health care protection available 
to all? Would the bills prevent future health care crisis? 
Before any decision can be made, these questions must be 
answered.

Health care in the United States is at a crucial
juncture. The challenge is to make health care easily 
available to all Americans at a price we can afford.
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If this can be done, the pioneerincr advances in 
medicine, the generally high standards of American medical 
practice, can be made accessible to all regardless of ability 
to pay. The result will be a healthier nation of people, 
better prepared to meet the demands of the future on all fronts.
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