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In carrying out its statutory mandate to make studies con
cerning the advancement of economic security through so
cial insurance, the Social Security Administration has fol
lowed closely the progress of voluntary health insurance. 
Important developments in this field have occurred during 
the 3 years that have passed since the Administration's Bu
reau of Research and Statistics published the results of an 
extensive and continuing study of voluntary prepayment 
medical care organizations.1 Public interest in using the in
surance method of meeting the cost of illness has increased 
rapidly, new prepayment plans have been established, wider 
geographic areas have been covered, and a greater propor
tion of the population has been enrolled. Certain significant 
trends are of major importance to the future of prepaid 
medical care. 

V O L U N T A R Y H E A L T H I N S U R A N C E is a v a i l 
able f rom two g e n e r a l s o u r c e s — t h e 
c o m m e r c i a l i n s u r a n c e companies a n d 
the p r e p a y m e n t p lans sponsored by 
several types of organizat ions or 
groups. P r e p a y m e n t p l a n s , as d i s 
t inguished f r o m c o m m e r c i a l i n s u r 
ance , are u s u a l l y organized on a n o n 
profit basis . F r e q u e n t l y t h e y operate 
u n d e r enabling legis lat ion t h a t g r a n t s 
t h e m special privileges as benevolent 
organizations a n d exempts t h e m from 
some of the regulations apply ing to 
companies t h a t a r e operated for 
profit. 

P r e p a y m e n t p lans m a y be classified 
as follows: B l u e C r o s s p l a n s , w h i c h 
provide hospita l izat ion ( a n d i n a few 
instances m e d i c a l c a r e ) , a n d m e d i c a l 
c a r e p l a n s , w h i c h provide m e d i c a l or 
m e d i c a l a n d hospita l benefits. W h e n 
the m e d i c a l c a r e p lans a r e grouped a c 
cording to sponsor, they f a l l into t h e 
classif ications of i n d u s t r i a l , m e d i c a l 
society, pr ivate group c l i n i c , c o n 
sumer -sponsored , a n d g o v e r n m e n t a l 
p l a n s . 

I n d u s t r i a l p l a n s are associated w i t h 
some p a r t i c u l a r i n d u s t r y or f i r m . 
T h e y m a y be financed by employer or 
by employees, or j o i n t l y by employer 
a n d employees. T h e s e p l a n s provide 
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c a r e for employees, a n d frequent ly 
t h e i r dependents. F i n a n c i a l a r r a n g e 
ments often are m a d e whereby t h e 
m e d i c a l staff of the p r e p a y m e n t p l a n 
provides c a r e for both i n d u s t r i a l a n d 
n o n i n d u s t r i a l acc idents a n d i l lnesses . 

Medica l society p l a n s a r e sponsored 
b y e i ther S t a t e or loca l m e d i c a l s o c i e 
ties. P r i v a t e group c l i n i c p l a n s a r e 
those establ ished a n d m a n a g e d by 
p h y s i c i a n s w h o p r a c t i c e as a group. 
C o n s u m e r - s p o n s o r e d p l a n s are e s t a b 
l i shed a n d controlled b y the groups for 
w h o m the m e d i c a l c a r e i s f u r n i s h e d . 
G o v e r n m e n t plans inc lude both F e d 
e r a l a n d m u n i c i p a l p r o g r a m s e s t a b 
l i shed for the benefit of employees or 
for c e r t a i n specified groups . 2 

T h e present art ic le covers a l l these 
programs but places e m p h a s i s on p r o 
g r a m developments i n r e l a t i o n to 
areas a n d groups served a n d o n 
trends i n types of benefits provided 
r a t h e r t h a n on the types of p l a n s 
providing benefits. 

2 I n most cases the distinction between 
the various types of plans is self-evident, 
but in some instances plans may be classi 
fied in more than one way. For example, 
the term "industrial p lan, " as used in B u 
reau Memorandum No. 55, designates a 
program associated with a particular com
pany or organization. Plans financed or 
partly financed by benefit associations 
connected with industry could be, and 
sometimes are, classified as consumer-
sponsored plans. For study purposes, the 
Bureau has made it a practice to consider 
plans associated with one particular com
pany as an industrial plan, because medi
cal services are usually available only to 
the employees (and sometimes their de-

Developments in Relation to Areas and 
Groups Served 

Commercial insurance.—Commer
c i a l i n s u r a n c e is avai lable t h r o u g h 
both i n d i v i d u a l a n d group policies. 
I n d i v i d u a l i n s u r a n c e is the older of 
the two, but i ts cost h a s a l w a y s been 
too h igh , because of adverse selection, 
to m a k e it pract icable for the middle 
a n d l o w e r - i n c o m e groups. A recent 
report of the U . S . C h a m b e r of C o m 
m e r c e 3 estimates the n u m b e r of p e r 
sons covered by indiv idual policies i s 
sued by i n s u r a n c e companies a n d f r a 
t e r n a l societies as follows: 5,711,000 
for hospital expense, 3,840,000 for s u r 
g ica l expense, a n d 840,000 for m e d i c a l 
expense. 

W i t h i n the past few years , severa l 
S t a t e m e d i c a l societies t h a t desired to 
i n a u g u r a t e h e a l t h i n s u r a n c e p r o 
g r a m s h a v e entered into a r r a n g e 
m e n t s w i t h c o m m e r c i a l i n s u r a n c e 
companies . T h e i n c r e a s i n g tendency 
t o w a r d this type of cooperation i s 
discussed l a t e r i n t h i s a r t i c l e ; i t is 
one of the most interest ing develop
m e n t s i n the field of prepaid m e d i c a l 
c a r e . 

G r o u p i n s u r a n c e , w h i c h provides 
m e d i c a l a n d hospita l benefits to e m 
ployed groups, was developed about 
15 years ago, a n d enrol lment h a s s ince 
i n c r e a s e d steadily . Coverage i s u s u 
a l ly p u r c h a s e d t h r o u g h direct n e g o 
t iat ions between industries a n d i n 
s u r a n c e companies a n d is avai lable 
i n a l l areas to groups meeting c e r t a i n 
requirements as to the size a n d p e r 
cent of the group part ic ipat ing . 
M a n y group policies now provide 
benefits for dependents. 

Medical society and Blue Cross 
plans.—From the standpoint of e n -

pendents) of one company. On the other 
hand, plans sponsored by unions, with 
benefits available to union members em
ployed by more than one company, have 
been classified as consumer-sponsored 
plans, regardless of whether under the 
collective bargaining agreements the plans 
are financed wholly or partly by the com
panies with which these union members 
are associated. Differences in methods 
of classifying these plans are responsible 
for differences in enrollment figures re
ported for industrial and consumer-spon
sored plans by various organizations com
piling such figures. 
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r o l l m e n t a n d areas covered, the most 
s igni f icant development i n the field 
of p r e p a i d m e d i c a l care h a s been the 
r a p i d m e m b e r s h i p increase i n S t a t e 
m e d i c a l society p l a n s a n d i n B l u e 
C r o s s p l a n s . I n t h e m a i n , enrol lment 
i n both B l u e C r o s s a n d medica l s o 
c iety p l a n s is t h r o u g h group p a r t i c i 
p a t i o n , though opportunity for i n d i 
v i d u a l e n r o l l m e n t h a s been c o n s i d 
erably i n c r e a s e d d u r i n g t h e last few 
y e a r s . B o t h types of programs p r o 
vide for enrol l ing dependents . 

I n 1945, m e d i c a l c a r e p l a n s s p o n 
sored by S t a t e or loca l m e d i c a l s o 
cieties were i n operat ion i n 17 States 
a n d H a w a i i . T h e y h a d a m e m b e r 
s h i p of a p p r o x i m a t e l y 2.6 mi l l ion peo
ple, i n c l u d i n g both subscribers a n d 
t h e i r dependents . Now s u c h p lans are 
i n operat ion i n more t h a n 40 States , 
the D i s t r i c t of C o l u m b i a , a n d H a w a i i . 
A s of J a n u a r y 1, 1948, the ir e n r o l l 
m e n t h a d r e a c h e d approximately 7.5 
m i l l i o n . A n u m b e r of medica l society 
p r o g r a m s a r e also i n operation i n 
C a n a d a . 

A l t h o u g h B l u e C r o s s p l a n s , p r o v i d 
ing h o s p i t a l benefits, were well es tab
l i s h e d before 1945, enrol lment almost 
doubled d u r i n g t h e following 3 -year 
period. T h e p l a n s are now i n o p e r a 
t ion i n a lmost every S t a t e , a n d they 
cover more t h a n 30 mi l l ion people i n 
the U n i t e d S t a t e s , C a n a d a , P u e r t o 
R i c o , a n d H a w a i i . 

M e d i c a l society a n d B l u e C r o s s 
p l a n s a r e closely associated, for most 
m e d i c a l society p l a n s h a v e entered 
into some type of a d m i n i s t r a t i v e a r 
r a n g e m e n t w i t h B l u e Cross plans op 
e r a t i n g i n the s a m e a r e a . T h i s r e l a 
t i o n s h i p var ies according to i n d i v i d 
u a l p l a n s . 4 E a c h p l a n usual ly h a s a 
s e p a r a t e corporat ion , governing body, 
a n d c o n t r a c t , but B l u e C r o s s is r e 
sponsible for c e r t a i n jo int a d m i n i s 
t r a t i v e act iv i t ies , s u c h as enrol lment , 
b i l l ing , a c c o u n t i n g , a n d recordkeep
ing . M e d i c a l society plans are s o m e 
t imes t r e a t e d as r iders to the B l u e 
C r o s s c o n t r a c t . I n several States , 
B l u e C r o s s provides medica l c a r e i n 
a d d i t i o n to hospi ta l izat ion , u s u a l l y 
w i t h the a p p r o v a l of the local m e d i c a l 
society. S i n c e few m e d i c a l society 
p l a n s provide hospi ta l izat ion , most 
subscr ibers to m e d i c a l Society p l a n s 
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are also enrol led i n B l u e C r o s s p l a n s ; 
a few m e d i c a l society p l a n s h a v e 
m a d e B l u e C r o s s m e m b e r s h i p a n e l igi 
bi l i ty r e q u i r e m e n t . 

I n m a n y S t a t e s t h e development of 
m e d i c a l society a n d B l u e C r o s s p l a n s 
h a s coincided w i t h the e n a c t m e n t of 
S t a t e enabl ing legis lat ion regulat ing 
both h o s p i t a l a n d m e d i c a l c a r e p r o 
grams , p a r t i c u l a r l y the l a t t e r . As of 
J a n u a r y 1, 1948, l a w s r e g u l a t i n g m e d i 
c a l c a r e p l a n s h a d b e e n e n a c t e d i n 
34 States a n d t h e D i s t r i c t of C o l u m 
b i a . 5 More t h a n h a l f these l a w s were 
adopted i n 1945 a n d the e a r l y p a r t of 
1946, w h e n 15 S t a t e s p a s s e d t h e i r f irst 
laws on m e d i c a l c a r e p l a n s a n d five 
States a m e n d e d or r e e n a c t e d leg is la 
t ion a l r e a d y i n force. 6 

T h e laws a r e of p a r t i c u l a r s igni f i 
cance i n r e q u i r i n g t h a t p h y s i c i a n s ' 
approval of p l a n s be a s s u r e d . I n most 
of the 34 S t a t e s t h e s tatutes include 
s u c h r e q u i r e m e n t s as a n a d m i n i s t r a 
tive board w i t h a m a j o r i t y m e m b e r 
s h i p of p h y s i c i a n s or of o t h e r persons 
approved by S t a t e m e d i c a l societies or 
st ipulate t h a t a m a j o r i t y of the p h y 
s i c i a n s p r a c t i c i n g i n t h e a r e a m u s t 
approve the p l a n or p a r t i c i p a t e i n it . 

Union-sponsored -programs.—Or
ganized labor 's efforts to promote 
h e a l t h a n d wel fare p r o g r a m s are not 
new, a n d w e l f a r e funds to provide 
m e d i c a l c a r e for m e m b e r s are now 
a m o n g the c o m m o n goals of unions . 
D u r i n g the w a r t h e pol icy of the N a 
t ional W a r L a b o r B o a r d w a s favorable 
t o w a r d i n c l u d i n g h e a l t h a n d welfare 
programs i n collective b a r g a i n i n g 
agreements , a n d the B u r e a u of I n 
t e r n a l R e v e n u e r u l e d t h a t — f o r i n 
come t a x p u r p o s e s — m o n e y a d v a n c e d 
t o w a r d legit imate i n s u r a n c e p l a n s for 
employees could be deducted f rom 
gross income as a proper business e x 
pense. H e a l t h a n d wel fare programs 
have c o n t i n u e d to grow i n n u m b e r 
d u r i n g t h e p o s t w a r period, t h o u g h 
they v a r y widely i n methods of f i 
n a n c i n g a n d a d m i n i s t r a t i o n , persons 
covered, a n d types of benefits. Some 
plans f u r n i s h c a r e for dependents , 
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whi le others l imit benefits to employ 
ees. T h e special needs of e a c h u n i o n 
or i n d u s t r y are t a k e n into c o n s i d e r a 
t ion, as well as geographic areas c o v 
ered, faci l i t ies avai lable , a n d other 
factors . A n u n d e t e r m i n e d n u m b e r 
of p lans inc lude hospi ta l a n d m e d i c a l 
benefits (pr inc ipa l ly s u r g i c a l ) along 
w i t h c a s h disabi l i ty a n d other types of 
protection. 

T h e s e p r o g r a m s f u r n i s h m e d i c a l 
benefits i n severa l ways . S o m e give 
services through t h e i r o w n faci l i t ies , 
while i n others benefits a r e i n terms 
of money, as set f o r t h i n schedules of 
indemnities . Benef i ts are frequently 
purchased t h r o u g h p l a n s a lready 
i n o p e r a t i o n — c o m m e r c i a l i n s u r a n c e , 
medica l society p lans , a n d B l u e C r o s s 
plans . U n i o n s whose m e m b e r s are 
widely scattered geographical ly often 
t u r n to c o m m e r c i a l i n s u r a n c e , to B l u e 
Cross , or to m e d i c a l society p l a n s as 
the only feasible present m e t h o d of 
providing f a i r l y u n i f o r m benefits. 
S tatements f rom both A F L a n d C I O 
unions, however, indicate t h a t p a r 
t ic ipat ion w i t h s u c h organizat ions is a 
temporary expedient , r a t h e r t h a n a 
w i t h d r a w a l of the ir support of a F e d 
e r a l law giving wide a n d u n i f o r m 
h e a l t h i n s u r a n c e coverage. 7 T h e 
A m e r i c a n M e d i c a l Assoc iat ion , on the 
other h a n d , is confident t h a t v o l u n 
t a r y h e a l t h i n s u r a n c e w i l l be able to 
spread the costs of i l lness a n d meet 
the needs of the publ ic , a n d t h a t 
compulsory h e a l t h i n s u r a n c e is 
neither n e c e s s a r y n o r desirable . 8 

H e a l t h centers establ ished by 
unions are closely re lated to v o l u n t a r y 
h e a l t h i n s u r a n c e p r o g r a m s . T h e s e 
centers often l i m i t t h e i r services to 
diagnostic a n d preventive care , h o w 
ever, a n d refer pat ients to t h e i r o w n 
private p h y s i c i a n s for t r e a t m e n t . F r e 
quently the pat ients are eligible for 
treatment on a p r e p a y m e n t basis 
through plans sponsored by the u n i o n s 
or some other organizat ion . D i a g n o s 
t ic h e a l t h centers h a v e been i n o p e r a 
tion for a n u m b e r of y e a r s , but m a n y 
new centers h a v e recent ly been e s t a b 
lished. O n e of the largest is t h a t of 
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the U n i t e d Automobile W o r k e r s of 
A m e r i c a ( C I O ) i n D e t r o i t , M i c h i g a n . 

A m o n g the oldest a n d most p r o m i 
n e n t of t h e union -sponsored h e a l t h 
programs is t h a t of the I n t e r n a t i o n a l 
L a d i e s ' G a r m e n t W o r k e r s ' U n i o n 
( A F L ) . I t s largest u n i t , t h e U n i o n 
H e a l t h Center i n New Y o r k C i t y , is 
housed i n a 27-story bui ld ing a n d 
serves almost 200,000 I L G W U m e m 
bers i n New Y o r k a n d v ic in i ty . W h e n 
i t w a s establ ished i n 1916, t h e H e a l t h 
C e n t e r ' s services consisted of v e r y l i m 
ited care by general p r a c t i t i o n e r s ; i t 
now furnishes g e n e r a l p r a c t i t i o n e r 
a n d special ist c a r e i n wel l -equipped 
offices. 

T h e I L G W U specializes i n p r o v i d 
ing preventive a n d diagnost ic services . 
H e a l t h centers a r e now i n operat ion 
i n P h i l a d e l p h i a , P e n n s y l v a n i a ; B o s 
ton a n d F a l l R i v e r , M a s s a c h u s e t t s ; 
a n d S t . L o u i s , M i s s o u r i ; a n d severa l 
others are being establ ished or h a v e 
recent ly been completed. T h e u n i o n 
hopes u l t imate ly to m a i n t a i n h e a l t h 
centers i n every c i ty t h a t h a s a t least 
5,000 members . F o r towns too s m a l l 
to w a r r a n t h e a l t h centers , o ther 
methods of provid ing services a r e 
used. I n 1944, less t h a n 100,000 out 
of a total of 325,000 m e m b e r s of the 
I L G W U were covered by h e a l t h a n d 
welfare programs. B y t h e e n d of 
1946, about 325,000 out of a total of 
379,000 members were protected 9 by 
some type of u n i o n p l a n . 

A n o t h e r u n i o n p r o g r a m offering 
comprehensive m e d i c a l c a r e is the 
L a b o r H e a l t h I n s t i t u t e of S t . L o u i s , 
Missouri . T h e I n s t i t u t e w a s estab
l ished as t h e result of negotiations by 
t h e S t . L o u i s J o i n t C o u n c i l , U n i t e d R e 
t a i l , Wholesale , a n d D e p a r t m e n t Store 
Employees ( C I O ) , a n d is f i n a n c e d 
t h r o u g h employer contr ibut ions . I t 
furnishes complete m e d i c a l c a r e i n 
c luding services i n the home, h o s p i t a l , 
a n d c l in ic for u n i o n m e m b e r s a n d 
t h e i r famil ies . 

A m o n g other potent ia l ly extensive 
new programs is t h a t establ ished by 
the U n i t e d M i n e W o r k e r s ( I n d e p e n d 
ent ) through collective b a r g a i n i n g to 
cover about 450,000 m i n e r s i n 3,000 
m i n e s i n 23 States . E m p l o y e e s i n t h e 
bas ic steel i n d u s t r y h a v e also e x -

9Adolph Held, "Health and Welfare 
Funds in the Needle Trades, " Industrial 
and Labor Relations Review, January 
1948, pp. 247-263. 

tended t h e i r h e a l t h a n d wel fare p r o 
g r a m s considerably dur ing t h e past 
few years . S p a c e does n o t p e r m i t 
more t h a n this br ief s u m m a r y of 
u n i o n h e a l t h a n d welfare p r o g r a m s . 1 0 

Rural enrollment.—The n e e d for 
better m e d i c a l c a r e i n r u r a l a r e a s h a s 
centered at tent ion o n diverse m e t h o d s 
of extending p r e p a y m e n t p l a n s to the 
r u r a l population. T h e U . S . D e p a r t 
m e n t of A g r i c u l t u r e a n d v a r i o u s f a r m 
organizations d id considerable p i o 
neer work i n t h i s field before 1945. 
Medica l societies, B l u e C r o s s , a n d 
c o m m e r c i a l i n s u r a n c e companies h a v e 
also jo ined i n the effort, but progress 
h a s been slow. 

I n h i s address before the A m e r i c a n 
M e d i c a l Assoc iat ion a t i t s m i d y e a r 
session i n J a n u a r y 1948, C l i n t o n P . 
A n d e r s o n , t h e n S e c r e t a r y of A g r i c u l 
ture , declared t h a t " P r e p a y m e n t p l a n s 
for surg ica l a n d other m e d i c a l s e r v 
ices offered by S t a t e a n d c o u n t y m e d 
i c a l societies h a v e today r e a c h e d less 
t h a n 1 percent of the country people . " 
H e cited the work done by t h e F a r m 
S e c u r i t y A d m i n i s t r a t i o n i n organiz ing 
m e d i c a l service p l a n s for r u r a l r e 
h a b i l i t a t i o n c l ients i n m o r e t h a n a 
t h o u s a n d counties a n d pointed out 
t h a t t h i s work h a d been done w i t h 
the a i d of local m e d i c a l societies. 
M r . Anderson commented o n t h e f a c t 
t h a t , though m a n y m e d i c a l societies 
accepted the i d e a of p r e p a y m e n t p l a n s 
i n the r e h a b i l i t a t i o n p r o g r a m , some 
h a v e not looked w i t h favor o n t h e ef
forts of f a r m e r s to a p p l y t h e f a m i l i a r 
principles of cooperation to t h e i r m e d 
i c a l c a r e problems. 1 1 

B e c a u s e of r e c e n t changes i n l e g 
is lat ive author i ty , t h e D e p a r t m e n t of 
A g r i c u l t u r e h a s h a d to a b a n d o n m a n y 
phases of i ts m e d i c a l c a r e p r o g r a m , 
i n c l u d i n g the organiz ing of n e w 

For additional details see Bureau of 
Labor Statistics, Health Benefit Programs 
Established Through Collective Bargain
ing, 1945 and Union Health and Welfare 
Plans, Bulletins No. 841 and No. 900; Na
tional Industrial Conference Board, " F e a 
tures of Union Health and Welfare 
Funds , " in the Conference Board Manage
ment Record, April 1947; and Joseph 
Zisman, Fifty Employee-Benefit Plans in 
the Basic Steel Industry, Social Security 
Administration, Bureau of Research and 
Statistics Memorandum No. 65, November 
1947. 

11 The Farmer in Apollo's Temple (press 
release of the Department of Agriculture), 
January 8, 1948. 

groups. T h e F a r m S e c u r i t y A d m i n 
i s t r a t i o n w a s abolished i n A u g u s t 
1946, w h e n the F a r m e r s H o m e A d m i n 
i s t r a t i o n A c t w a s passed. I n a d d i t i o n 
to prohibit ing the field staff f r o m a s 
s i s t i n g i n the organizat ion or m a n 
agement of p r e p a y m e n t m e d i c a l c a r e 
p l a n s , the act w i t h d r e w a u t h o r i t y to 
use F e d e r a l funds to finance the " e x 
p e r i m e n t a l h e a l t h p r o g r a m s . " T h e s e 
p l a n s , u n l i k e the F a r m S e c u r i t y A d 
m i n i s t r a t i o n p l a n s , h a d no income r e 
s t r i c t i o n s o n m e m b e r s h i p . T h e y w e r e 
not l imited to F a r m S e c u r i t y A d m i n 
i s t r a t i o n borrowers but were a v a i l 
able to a l l residents of s e v e n r u r a l 
counties who obtained al l or most of 
t h e i r i n c o m e f r o m a g r i c u l t u r a l p u r 
suits . T h e dues were based on a b i l 
i t y to pay , a n d the D e p a r t m e n t of A g 
r i c u l t u r e made u p the difference b e 
tween e a c h fami ly ' s contribution a n d 
the regular charges , 1 2 thus solving the 
m a j o r difficulty encountered i n r u r a l 
e n r o l l m e n t — t h e low c a s h income of 
m a n y f a r m famil ies . 

Consumer groups.—Consumer-
sponsored m e d i c a l c a r e programs r e p 
r e s e n t the efforts of various groups of 
people to f o r m a n d adminis ter or assist 
i n a d m i n i s t e r i n g their o w n programs 
w h i c h w i l l f u r n i s h the types of b e n e 
fits t h e y desire. I n August 1946 a 
n u m b e r of consumer groups m e t i n 
conference a t T w o H a r b o r s , M i n n e 
s o t a , a n d formed t h e Cooperative 
H e a l t h F e d e r a t i o n of A m e r i c a to c o 
ordinate t h e i r efforts a n d f u r t h e r t h e 
establ i shment of other consumer 
h e a l t h programs. 1 3 

T h e t y p i c a l c o n s u m e r - s p o n s o r e d 
p l a n provides m e d i c a l services 
t h r o u g h its o w n facil it ies a n d s a l a r i e d 
personnel . W h i l e r u r a l groups find 
consumer cooperatives of p a r t i c u l a r 
advantage , these cooperatives also op 
erate i n u r b a n areas . I n recent y e a r s 
t h e cooperative movement i n m e d i c a l 
c a r e h a s been v e r y act ive i n the P a 
cific Northwest a n d i n T e x a s , w h e r e 
m o r e t h a n a score of h o s p i t a l a s s o c i a 
t ions were formed after the passage i n 
1945 of legislation t h a t authorized the 
f o r m a t i o n of m e d i c a l c a r e associations 

12 Franz Goldman, Voluntary Medical 
Care Insurance in the United States, New 
York University Press, 1948, p. 228. 

1 3Helen L . Johnston, "Better Health for 
More People," Cooperative Health Articles, 
Series II, F a r m Credit Administration, 
June 1947, p. 19. 



of t h i s type i n p laces w i t h a p o p u l a 
t i o n of less t h a n 2,500.14 

T h e F a r m e r s U n i o n Hospi ta l i n E l k 
C i t y , O k l a h o m a , is one of the oldest 
r u r a l cooperative hospitals i n the 
U n i t e d States . E s t a b l i s h e d i n the 
e a r l y 1930's, i t is often used as a p a t 
t e r n for other consumer programs . 
G r o u p H e a l t h M u t u a l , I n c . , w h i c h cov 
ers both u r b a n a n d r u r a l areas 
throughout M i n n e s o t a , a n d G r o u p 
H e a l t h I n s u r a n c e , I n c . , whose m e m 
bers l ive i n or n e a r New Y o r k C i t y , are 
also among t h e l a r g e r cooperatives. 
B o t h organizations have more t h a n 
doubled t h e i r m e m b e r s h i p s ince 1945. 
I n the D i s t r i c t of C o l u m b i a the G r o u p 
H e a l t h Associat ion , w h i c h was o r g a n 
ized i n 1937 to serve F e d e r a l employees 
i n the Nat ion ' s C a p i t a l , h a s i n c r e a s e d 
i ts m e m b e r s h i p more t h a n 50 percent 
i n the s a m e period. M e m b e r s h i p i n 
t h i s organizat ion is no longer r e 
s t r i c t e d to F e d e r a l employees but i s 
open to the general public . 

T h e development of new c o n s u m e r -
sponsored p r o g r a m s h a s been h a m 
pered by legis lat ion enacted i n m a n y 
S t a t e s d u r i n g the las t few years . Also , 
m a n y groups t h a t m i g h t have s tarted 
operations u n d e r exist ing S t a t e l a w s 
h a v e not been able to m a k e s a t i s f a c 
t o r y a r r a n g e m e n t s w i t h members of 
t h e m e d i c a l profession. Cooperatives 
i n several S tates h a v e sought the e n 
a c t m e n t of special enabl ing legis lat ion 
w i t h v a r y i n g degrees of success. C o m 
m e n t i n g on the defeat of s u c h a bi l l 
i n t r o d u c e d i n the M i n n e s o t a L e g i s l a 
t u r e i n 1947, the G r o u p H e a l t h A s s o 
c i a t i o n i n St . P a u l , a p r e p a y m e n t m e d 
i c a l c a r e organizat ion t h a t is affiliated 
w i t h G r o u p H e a l t h M u t u a l , s a i d : " T h e 
i m m e d i a t e consequence . . . h a s been 
to suspend or delay act ion i n a n u m 
ber of communit ies t h a t were proceed
i n g w i t h p lans , to provide faci l it ies for 
t h e i r m e d i c a l c a r e . . . O n e t h i n g the 
c a m p a i g n i n M i n n e s o t a brought out 
w a s t h a t a substant ia l p a r t of the 
m e d i c a l profession looks w i t h v a r y i n g 
degrees of d is favor upon the position 
t a k e n by the officialdom of organized 
m e d i c i n e , a n d would l ike to see p r o 
tect ive legislation t h a t would p e r m i t 
t h e m to cooperate on a n organized 

1 4 Bureau of Labor Statistics, Develop
ment of Consumer Cooperative Movement 
in 1946, Bulletin No. 904; Helen L . Johns
ton, Cooperation for Rural Health, F a r m 
Credit Administration Misc. Report 123, 
September 1948. 

basis w i t h t h e i r p a t i e n t s , without fear 
of r e p r i s a l . " 15 

M e a n w h i l e t h e M i n n e s o t a S t a t e 
M e d i c a l Society proceeded w i t h a p l a n 
to provide p r e p a y m e n t m e d i c a l c a r e i n 
a c c o r d a n c e w i t h e n a b l i n g legis lat ion 
sponsored by t h e m e d i c a l profession. 
F a c e d w i t h two divergent viewpoints , 
i ts organiz ing committee decided to 
r e c o m m e n d the sett ing u p of both a 
nonprofit m e d i c a l service corporat ion 
a n d a b r o a d i n d e m n i t y i n s u r a n c e p r o 
g r a m to be developed w i t h i n s u r a n c e 
companies w o r k i n g i n close coopera 
t ion w i t h a l ia i son committee of the 
S t a t e assoc iat ion . 1 6 

O n the other h a n d , new legis lat ion 
e n a c t e d i n W i s c o n s i n , t h r o u g h the 
combined efforts of cooperatives a n d 
the m e d i c a l profession, permits the 
f o r m a t i o n of m e d i c a l c a r e c o o p e r a 
tives a n d also a l lows p h y s i c i a n s to 
establ ish p l a n s u n d e r their own c o n 
tro l . A t t h e N a t i o n a l H e a l t h A s s e m 
bly h e l d i n W a s h i n g t o n i n M a y 1948, 
the i m p o r t a n c e of t h e W i s c o n s i n l e g 
i s la t ion w a s recognized a n d broadly 
accepted as a p a t t e r n for c o o p e r a 
t ion between m e d i c a l a n d consumer 
groups. T h e R u r a l H e a l t h S e c t i o n of 
the A s s e m b l y accepted a s u b c o m m i t 
tee report e n c o u r a g i n g the e n a c t m e n t 
of s i m i l a r enabl ing legis lat ion i n other 
States . 

Municipal groups.—The e s t a b l i s h 
m e n t of re lat ive ly comprehensive p r e 
paid m e d i c a l c a r e p l a n s on a m u n i c i 
p a l basis h a s been extremely l imi ted , 
but t h e f o r m a t i o n of the H e a l t h I n 
s u r a n c e P l a n of G r e a t e r New Y o r k 
( H I P ) is of specia l s ignif icance. Af ter 
several y e a r s of p l a n n i n g , this p r o 
g r a m , w h i c h offers m e d i c a l c a r e i n 
s u r a n c e to employed groups i n G r e a t 
er New Y o r k a n d to t h e i r dependents , 
began operation i n M a r c h 1947. B y 
J a n u a r y 1948 the enrol lment w a s 
110,000. 

T h e p l a n f u r n i s h e s medica l care 
t h r o u g h doctors engaged i n group 
p r a c t i c e a n d offers hospital izat ion 
t h r o u g h A s s o c i a t e d H o s p i t a l S e r v i c e , 
the B l u e C r o s s p l a n serving New Y o r k 
C i t y . S u b s c r i b e r s h a v e free choice of 
p h y s i c i a n s a m o n g those who have 
agreed to p a r t i c i p a t e i n the p l a n . 

15 " T h e Legislative F r o n t , " Group 
Health, May-June 1947. 

1 6 "Dual Approach Speeds Prepayment 
Medical Care Program," Minnesota Medi
cine, January 1947. 

Serv ice benefits include general m e d i 
c a l , special ist , s u r g i c a l , a n d obstetrical 
care , laboratory a n d diagnost ic p r o 
cedures, periodic h e a l t h e x a m i n a 
tions, i m m u n i z a t i o n s a n d other p r e 
ventive services , p h y s i c a l t h e r a p y , 
r a d i u m t h e r a p y , a n d other t h e r a p e u 
t ic measures , eye re fract ions , v i s i t ing 
n u r s e service , a n d hospita l izat ion . 
F o r a n y group m e m b e r s h i p t h e e m 
ployer assumes 50 p e r c e n t of the 
i n s u r a n c e costs. 1 7 

T h e future of t h e New Y o r k p r o 
g r a m h a s r e c e n t l y been the subject of 
considerable discuss ion as the result 
of a resolution adopted by the Medica l 
Society of the S t a t e of N e w Y o r k at 
i ts a n n u a l meet ing i n M a y 1948. T h e 
society advised its m e m b e r s " n o t to 
become p a r t i c i p a t i n g p h y s i c i a n s i n 
a n y v o l u n t a r y h e a l t h i n s u r a n c e p l a n 
unless i t h a s been approved by t h e 
M e d i c a l Society of the S t a t e of New 
Y o r k . " A t t h e t ime the resolution was 
passed, only six v o l u n t a r y nonprofit 
m e d i c a l c a r e p lans i n New Y o r k 
S t a t e — a l l of t h e m operated u n d e r the 
sponsorship a n d control of the m e d i 
c a l p r o f e s s i o n — h a d been approved. 1 8 

Not yet approved by the society, i n a d 
dit ion to t h e r e c e n t l y establ ished H I P , 
were other m e d i c a l p lans s u c h as those 
of the A m a l g a m a t e d C l o t h i n g W o r k 
ers of A m e r i c a ( C I O ) , the C o n s o l i 
dated E d i s o n C o m p a n y , a n d the E n d i -
cott J o h n s o n C o m p a n y — p l a n s t h a t 
have been i n operation for m a n y 
years . 

T h e H e a l t h Serv ice S y s t e m of S a n 
F r a n c i s c o , a n o t h e r m u n i c i p a l p r o 
g r a m , h a s been i n operation s ince 
1937. T h e s y s t e m provides m e d i c a l 
a n d hospi ta l c a r e for about 12,000 c i ty 
a n d county employees a n d t h e i r de 
pendents . Coverage of employees is 
compulsory ; dependents e n r o l l on a 
vo luntary basis . T h e p r o g r a m is now 
experiencing considerable difficulty. 
More t h a n 900 p h y s i c i a n s i n the c o m 
m u n i t y — a l m o s t a l l of those w h o h a d 
p a r t i c i p a t e d i n the p l a n — r e c e n t l y r e 
signed. T h e resignations c a m e a few 
m o n t h s after the H e a l t h a n d Hospi ta l 
I n s u r a n c e C o m m i t t e e of the S a n 
F r a n c i s c o C o u n t y M e d i c a l Society 
r e c o m m e n d e d " t h a t t h e s o - c a l l e d 'so
c ia l e x p e r i m e n t ' w h i c h the m e d i c a l 

1 7Dean A. Clark, M. D., " T h e Program of 
the Health Insurance Plan of Greater New 
York , " Bulletin of the Medical Society of 
the County of Kings, June 1946. 

1 8 New York Times, May 20, 1948. 



profession of S a n F r a n c i s c o h a d c o n 
ducted w i t h the H e a l t h S e r v i c e S y s 
t e m of S a n F r a n c i s c o be t e r m i n a t e d ' ' 
a n d " t h a t the future activit ies of t h i s 
committee be concerned w i t h t h e op
erat ions of the C a l i f o r n i a P h y s i c i a n s 
S e r v i c e to the end t h a t the C a l i f o r n i a 
P h y s i c i a n s Serv ice m i g h t be so i m 
proved t h a t it w i l l f ind its proper 
place i n h u m a n society . . . " 19 

Benefit Trends 
V o l u n t a r y h e a l t h i n s u r a n c e h a s 

s h o w n two definite trends i n types of 
benefits p r o v i d e d — a n i n c r e a s e i n t h e 
n u m b e r of programs providing i n 
demnity benefits, a n d r e s t r i c t i o n a n d 
s t a n d a r d i z a t i o n of service benefits. 

Increased emphasis on indemnity 
benefits.—Most v o l u n t a r y h e a l t h i n 
s u r a n c e , w i t h t h e except ion of c o m 
m e r c i a l i n s u r a n c e contracts , f o r m e r l y 
showed a decided preference for s e r v 
ice benefits. T h e first m e d i c a l society 
p lans followed t h i s p a t t e r n a n d f u r 
n i s h e d service benefits, or they c o m 
bined service w i t h c a s h i n d e m n i t y 
benefits by giving services to i n d i v i d 
uals a n d famil ies w i t h incomes below 
a specified a m o u n t a n d c a s h i n d e m 
n i t y benefits to those w i t h incomes 
above t h a t a m o u n t . A study of v o l 
u n t a r y medica l c a r e p l a n s publ ished 
i n 1947 by the C o u n c i l o n M e d i c a l 
S e r v i c e , A m e r i c a n M e d i c a l A s s o c i a 
t ion, shows quite definitely the p r e s 
ent t r e n d t o w a r d i n d e m n i t y benefits 
a m o n g the more recent ly establ ished 
m e d i c a l society p r o g r a m s . A t t h e 
t ime the study was made , only s ix 
m e d i c a l society p l a n s offered f u l l s e r v 
ice contracts to a l l subscr ibers ; 31 
p lans were operat ing on a s t r a i g h t 
c a s h i n d e m n i t y b a s i s ; a n d 28 p l a n s 
offered a combination c o n t r a c t , p r o 
v id ing service benefits to l o w - i n c o m e 
subscribers a n d i n d e m n i t y benefits to 
those w i t h incomes exceeding a s p e c i 
fied amount . T h e income l imi ts 
r a n g e d f r o m $1,500 for a single p e r 
son to $5,000 for a fami ly , w i t h $2,000 
for a single subscriber a n d $3,000 for 
a f a m i l y the most frequent m a x i 
m u m s . 2 0 I n d e m n i t y p a y m e n t s a r e 

1 9 Ralph E . Scovel, M. D., "Health and 
Hospitalization Insurance Committee R e 
port," Bulletin of the San Francisco 
County (Calif.) Medical Society, January 
1947. 

20 American Medical Association, Volun
tary Prepayment Medical Care Plans, rev. 
1947, p. 89. 

based on a fee schedule a n d do n o t 
represent the a c t u a l bi l l for services 
received by the subscriber . 

B l u e C r o s s plans also h a v e r e c e n t l y 
s h o w n a tendency to s w i t c h to i n 
d e m n i t y benefits. R e c e n t est imates 
i n d i c a t e t h a t about o n e - f o u r t h of t h e 
subscribers to B l u e C r o s s p l a n s a r e 
eligible for c a s h r e i m b u r s e m e n t for 
hospi ta l room a n d board , a l t h o u g h 
these p l a n s continue to provide a d d i 
t i o n a l benefits, s u c h as m e d i c a t i o n 
a n d laboratory services , on a service 
basis . 

T h e t r e n d toward i n d e m n i t y b e n e 
fits h a s resulted i n establ ishing a new 
re lat ionship between m e d i c a l c a r e 
p l a n s a n d c o m m e r c i a l i n s u r a n c e c o m 
panies . A s previously i n d i c a t e d , s e v 
e r a l S t a t e m e d i c a l society p l a n s now 
f u r n i s h t h e i r benefits t h r o u g h one or 
m o r e c o m m e r c i a l i n s u r a n c e c o m p a 
nies operat ing i n d e m n i t y p l a n s i n the 
S t a t e . T h e r e i s a n i n c r e a s i n g t e n d 
ency t o w a r d this type of combinat ion . 

T h e first S t a t e m e d i c a l society p l a n 
to use t h i s combinat ion w a s the W i s 
c o n s i n p l a n . O r g a n i z e d i n 1946, the 
p l a n uti l izes the exist ing c a s u a l t y i n 
s u r a n c e companies l i censed a n d op
e r a t i n g u n d e r W i s c o n s i n laws . C e r 
t a i n p r i n c i p l e s a n d provisions h a v e 
been set up by the society 's C o m m i t 
tee o n E x t e n s i o n of I n s u r a n c e , a n d 
i n s u r a n c e contracts m u s t meet these 
specif ications to qual i fy for m e d i c a l 
society a p p r o v a l . A s of A p r i l 1, 1948, 
more t h a n 100,000 subscribers a n d 
dependents h a d been enrol led u n d e r 
approved i n s u r a n c e contracts . 

I n c r e a s e d costs h a v e inf luenced the 
present t r e n d toward i n d e m n i t y b e n e 
fits. Most plans have been forced to 
i n c r e a s e dues or to reduce benefits 
because of the increased cost of m e d i 
c a l a n d hospita l care . I n d e m n i t y 
benefits assure definite c a s h p a y m e n t 
t o w a r d hospi ta l a n d m e d i c a l expenses 
a n d relieve the p lans of the necess i ty 
for es t imat ing the cost of service 
benefits a t a t ime w h e n r a p i d c h a n g e s 
i n prices h a v e made s u c h est imates 
difficult. 

F r o m the s tandpoint of subscribers , 
t h e t r e n d t o w a r d i n d e m n i t y benefits 
m a y be considered f r o m two angles. 
P a y m e n t s are made on the basis of a 
fee schedule a n d do not represent t h e 
total b i l l for services received. T h e 
pat ient is rel ieved of a port ion of h i s 
b i l l — i n m a n y instances a m a j o r 

p a r t — t h r o u g h a n organizat ion t h a t i s 
able to p l a n its financing on more a c 
c u r a t e est imates t h a n would be pos 
sible i f the c h a n g i n g cost of service 
benefits h a d to be considered. O n the 
other h a n d , m a n y subscribers a r e 
p a y i n g i n c r e a s e d dues a n d receiving 
less protect ion t h a n formerly . U n 
less fee schedules h a v e been revised 
u p w a r d , t h e difference between i n 
d e m n i t y benefits a n d the a c t u a l cost 
of services h a s i n c r e a s e d considerably . 
F u r t h e r m o r e , w h e t h e r wage increases 
h a v e or h a v e not kept pace w i t h the 
i n c r e a s e d cost of l iv ing , they h a v e 
been sufficiently large to r a i s e i n d i 
v i d u a l a n d f a m i l y incomes above the 
i n c o m e l i m i t s previously set by plans 
offering service benefits to t h e l o w e r -
income groups only. T h e s e income 
l imi ts v a r y a c c o r d i n g to the indiv idual 
p l a n ; t h e extent to w h i c h p l a n s h a v e 
revised e i ther income l i m i t s or fee 
schedules is not k n o w n . 

A c c o r d i n g to a report of t h e H e a l t h 
a n d A c c i d e n t U n d e r w r i t e r s C o n f e r 
ence, competit ive condit ions have 
brought a g e n e r a l reduct ion of p r e 
m i u m r a t e s a n d a n increase i n the 
coverage of group acc ident a n d h e a l t h 
i n s u r a n c e . 2 1 T h i s t h e y regarded as a 
dangerous t r e n d ; a l though loss rat ios , 
i t w a s i n d i c a t e d , h a v e so f a r been-
quite sat i s factory , t h e y w o u l d c e r 
t a i n l y get worse i n a n y sort of r e c e s 
s ion. I t w a s suggested f r o m the floor 
of t h e conference meet ing t h a t , i n 
s t e a d of c o n c e n t r a t i n g on f ighting 
compulsory legis lat ion , the i n s u r a n c e 
i n d u s t r y s h o u l d f r a n k l y face t h e pos 
s ibi l i ty of the adoption of s u c h m e a s 
u r e s on b o t h a S t a t e a n d n a t i o n a l 
level a n d h a v e draf t legislation ready. 
T h e meet ing also discussed the change 
to i n d e m n i t y benefits by m a n y B l u e 
C r o s s p l a n s a n d queried w h e t h e r B l u e 
C r o s s p l a n s c a n continue to represent 
themselves as service organizations 
a n d m a i n t a i n t h e i r status as nonprofit 
organizat ions i f t h e y go on a f l a t - r a t e 
basis . 

I n d iscuss ing cooperation w i t h 
m e d i c a l societies i n a h o s p i t a l m e d i 
c a l c a r e p r o g r a m , the U n d e r w r i t e r s 
C o n f e r e n c e considered several ques 
t ions. S h o u l d p lans i n w h i c h i n s u r 
a n c e companies a n d doctors p a r t i c i -

2 1"Dangerous Trends Seen in A & H 
Group Competition," The National Un
derwriter, Life Insurance Edition, Febru
ary 13, 1948. 



T A B L E 1.—Estimated enrollment in voluntary hospital and medical insurance plans, 
January 1948 1 

Type of benefit and plan 

Number of persons 2 eligible for— 

Type of benefit and plan Hospital 
room and 

board 3 

Physicians' 
service i n office, 

home, and 
hospital for 

medical, sur
gical, and ob
stetrical cases 

Physicians' service i n 
hospital only for— 

Type of benefit and plan Hospital 
room and 

board 3 

Physicians' 
service i n office, 

home, and 
hospital for 

medical, sur
gical, and ob
stetrical cases 

Medical , 
surgical, and 

obstetrical 
cases 

Surgical and 
obstetrical 

cases 

Cash benefits: 
Commercial group insurance 14,200,000 500,000 1,100,000 11,100,000 

Blue Cross and medical society plans 7,500,000 400,000 1,600,000 2,500,000 

Service benefits: 
Blue Cross and medical society plans 22,500,000 500,000 1,000,000 1,500,000 
Other plans 2,600,000 2,000,000 ( 4 ) (4) 

1 Estimates based on information contained i n 
Blue Cross Bullet ins; News Letters of the American 
Medical Association's Council of Medical Service; 
publications of the Insurance Department, Chamber 
of Commerce of the U . S. A . ; Reports of the Com
mittee on Survey of Accident and Health Business, 
Hea l th Insurance Council ; and various other sources, 
inc luding publications of the Bureau of Research 
and Statistics, Social Security Administrat ion. 
Columns cannot be added because persons frequently 
enroll i n more than 1 type of plan. 

2 Excludes 18,700,000 individuals estimated b y the 
Insurance Department, Chamber of Commerce of 
the U. S. A . , to be covered by insurance com
panies and fraternal societies for health and acci
dent benefits. 

3 Plans may also provide 1 or more cash or service 
benefits, such as anesthesia, laboratory, and X - r a y . 

4 Less than 100,000. 

pate give p a y m e n t i n ful l for m e d i c a l 
services , a n d w i l l t h e doctors accept 
i n s u r a n c e c o m p a n y benefits as p a y 
m e n t i n fu l l ? S h o u l d the doctors be 
al lowed to assume a n y u n d e r w r i t i n g 
contro l? S h o u l d t h e y be al lowed to 
h a v e a voice i n rate m a k i n g ? T h e 
opinion of the group seemed to be 
t h a t there should be cooperation w i t h 
m e d i c a l p l a n s i f enough freedom of 
u n d e r w r i t i n g a n d rate m a k i n g were 
al lowed a n d t h a t doctors also s h o u l d 
be free to determine w h e t h e r benefits 
w o u l d be considered p a y m e n t i n fu l l 
for persons i n h i g h e r - i n c o m e groups. 

Benefit restrictions.—In 1945, most 
of the p r e p a y m e n t p l a n s i n operation 
were not only providing service b e n e 
fits but also, i n most ins tances , r e l a 
t ively comprehensive benefits. T h e 
study made i n t h a t y e a r by the B u r e a u 
of R e s e a r c h a n d S t a t i s t i c s of 229 p r e 
p a y m e n t medica l c a r e organizations 
showed t h a t approximately 60 p e r c e n t 
of the persons who were members of 
the p lans surveyed were eligible for 
p h y s i c i a n s ' service a t home, i n the 
office, a n d i n the hospi ta l , for both 
m e d i c a l a n d surgical i l lnesses. C u r 
r e n t l y , benefits are more restr icted . 

W h e n m e m b e r s h i p i n t h e 229 p l a n s 
i n c l u d e d i n the study was classif ied 
a c c o r d i n g to type of p r o g r a m , i t was 
found t h a t i n d u s t r i a l , c o n s u m e r - s p o n 
sored, p r i v a t e group c l in ic , a n d gov
e r n m e n t p lans m a d e comprehensive 
services avai lable to more t h a n 50 
percent of t h e i r m e m b e r s h i p ; for most 
of these p l a n s , as a matter of fact , the 
percentage was n e a r e r 100. O n the 
other h a n d , medica l society p l a n s , e x 
cept those i n W a s h i n g t o n a n d O r e 
gon, 2 2 provided comprehensive b e n e 
fits to only 6.2 percent of t h e i r m e m 
bership . A l l m e d i c a l society p l a n s 
t h e n i n operation were inc luded i n the 
study. 

Estimated Enrollment by Type of 
Benefit, January 1948 

T h e l a s t few years have s h o w n a n 
i n c r e a s e d tendency for persons to e n 
rol l i n more t h a n one type of p r e p a y 
m e n t program. T h i s pract ice h a s b e 
come so c o m m o n t h a t it is impossible 
to m a k e a n a c c u r a t e estimate of t h e 

2 2 Medical society prepayment plans i n 
Oregon and Washington were established 
many years ago and differ in many r e 
spects from medical society plans more 
recently established in other States. 

to ta l e n r o l l m e n t i n v o l u n t a r y h e a l t h 
i n s u r a n c e . A s previously indicated , 
a large percentage of the persons e n 
rol led i n m e d i c a l society p lans are 
also enrol led i n B l u e C r o s s p lans . 
D a t a f r o m var ious sources indicate 
t h a t for other types of p lans there is 
a n u n d e t e r m i n e d a m o u n t of d u p l i c a 
t ion i n enrol lment . F o r example , e m 
ployees a r e sometimes eligible for 
m e d i c a l a n d hospi ta l benefits t h r o u g h 
i n d u s t r i a l p r o g r a m s t h a t provide only 
l i m i t e d benefits or none a t a l l to d e 
pendents . T h e s e employees often e n 
rol l i n o t h e r p lans to obtain protec 
t ion for t h e i r famil ies . Employees 
who are p a r t i a l l y protected against 
hospi ta l or m e d i c a l expenses i n one 
type of service p l a n supplement t h e i r 
protect ion by enrol l ing i n a c o m m e r 
c i a l p l a n . I n discuss ing the present 
t r e n d i n benefits i n t e r m s of e n r o l l 
m e n t , therefore , it is preferable to e s 
t i m a t e e n r o l l m e n t i n t e r m s of n u m 
bers eligible for specified types of b e n 
efits r a t h e r t h a n to at tempt a n y e s t i 
m a t e of tota l e n r o l l m e n t i n v o l u n t a r y 
m e d i c a l a n d hospi ta l p l a n s . T a b l e 1 
shows the est imated n u m b e r of p e r 
sons eligible for specified benefits u n 
der e a c h type of p r o g r a m ; i t is not a 
dis tr ibut ion of total enrol lment by 
type of benefit provided. A s i n d i 
c a t e d i n t h e table , the columns c a n 
not be added because m a n y persons 
are enrol led i n more t h a n one p l a n . 

W h i l e i t is impossible to determine 

w h a t percentage of the population is 
enrol led i n a l l types of vo luntary 
h e a l t h i n s u r a n c e programs , the table 
indicates the extent to w h i c h e a c h 
type of protect ion is on a c a s h or s e r v 
ice basis . About 45 percent of the 
people enrol led for hospita l izat ion 
benefits a r e ent i t led to c a s h benefits 
for the expense of hospita l room a n d 
meals , a n d the r e s t are entit led to 
service benefits. T h e figures on other 
types of benefits also show a p r e p o n 
derance of e n r o l l m e n t i n p lans f u r 
n i s h i n g i n d e m n i t y benefits a n d a r e 
str icted type of p r o g r a m . F o r s u r g i 
c a l a n d obstetrical c a r e i n hospitalized 
cases, the r a t i o of c a s h i n d e m n i t y to 
service benefits is 8 to 1; for p h y s i 
c i a n s ' service i n hospital ized m e d i c a l 
a n d surgica l cases the rat io is about 
2 to 1. I n t h e m a i n , service benefits 
r a t h e r t h a n c a s h benefits are provided 
by p l a n s giving p h y s i c i a n s ' service in 
the office, home, a n d hospita l because 
of t h e large e n r o l l m e n t i n " o t h e r 
p l a n s , " w h i c h inc lude pr inc ipa l ly i n 
d u s t r i a l , pr ivate group c l i n i c , a n d c o n 
s u m e r - s p o n s o r e d p lans . 

Methods of providing benefits.— 
P r o g r a m s r e c e n t l y developed have 
s h o w n a decided shi f t i n the method of 
providing benefits. M a n y of the plans 
i n c l u d e d i n the 1945 study reported 
the provis ion of services by physicians 
employed on a s a l a r y basis i n hospi
tals owned or control led by the p l a n 

(Continued on page 15) 



(Continued from page 8) 
T h e p lans also employed a f a i r l y large 
n u m b e r of dentists , nurses , a n d a u x 
i l i a r y personnel . I n most instances , 
those older p l a n s st i l l a d h e r e to t h a t 
method of providing benefits. T h e 
p lans developed s ince t h a t t ime have 
s h o w n a t e n d e n c y — s i n c e m o s t of t h e m 
h a v e been sponsored by m e d i c a l socie
ties a n d B l u e C r o s s — t o provide bene
fits t h r o u g h l o c a l hospitals a n d p h y s i 
c i a n s engaged i n fee - for - serv ice p r a c 
t ice . Members i n the newer p l a n s are 
permitted to select the ir o w n p h y s i 
c ians a n d hospitals f r o m a m o n g a l l 
those t h a t h a v e agreed to part ic ipate 
i n t h e p r o g r a m . T h i s provis ion h a s 
resulted i n a tremendous increase i n 
t h e n u m b e r of p h y s i c i a n s associated 
w i t h v o l u n t a r y m e d i c a l c a r e p l a n s , has 
given t h e m a n opportunity to gain 
personal experience w i t h p r e p a i d 
medica l care , a n d h a s a s s u r e d t h e m 
p a y m e n t for services provided. 

W h i l e the n u m b e r of p h y s i c i a n s a s 
sociated w i t h p r e p a y m e n t p l a n s has 
t h u s increased , there h a s been little 
c h a n g e i n the n u m b e r of d e n t a l a n d 
n u r s i n g personnel . W i t h few excep
t ions , t h e dentists a n d n u r s e s c o n 
nected w i t h p r e p a y m e n t p l a n s a r e a s 
sociated w i t h p l a n s t h a t were i n op
e r a t i o n before 1945. A l t h o u g h t h e 
cost of dental a n d n u r s i n g services 
represents a s ignif icant port ion of 
f a m i l y expenditures for m e d i c a l care , 
few of the m o s t recent ly establ ished 
p l a n s include s u c h services a m o n g 
benefits provided ; separate denta l 
a n d n u r s i n g p r e p a y m e n t p l a n s a r e 
a lmost u n k n o w n . 

Future of Prepayment Plans 

T h e f a c t t h a t some type of p r e p a y 
m e n t for m e d i c a l c a r e is desirable 
seems to be well accepted by a l l groups 
concerned. W h a t type of p r o g r a m 
or programs w i l l be developed i n the 
future w i l l depend i n large m e a s u r e 
on the cooperative efforts of persons 
a n d organizations interested i n a l l 

phases of m e d i c a l c a r e . A n editorial 
i n the Weekly Bulletin of the St. Louis 
Medical Society (October 1, 1948) 
states, " T h e issue now is n o t w h e t h e r 
we should or should not h a v e p r e p a y 
m e n t medicine , or budgeted medic ine , 
or collective medicine or w h a t e v e r else 
one wishes to c a l l i t , but w h a t k i n d of 
p r e p a y m e n t medic ine s h a l l we h a v e 
a n d who is to control i t . I f a p l a n 
c a n be worked out i n w h i c h t h e r e is 
free choice of p h y s i c i a n , t h e r e is r e a 
sonably adequate coverage, a n d i n 
w h i c h the m a j o r issues a r e decided 
by the doctors a n d pat ients i m m e d i 
ately involved, no h a r m c a n come to 
the s p i r i t u a l or m a t e r i a l development 
of m e d i c i n e . " 

A recent issue of the Journal of the 
American Medical Association c o n 
tains a report by the Associat ion 's 
C o u n c i l on M e d i c a l S e r v i c e t h a t points 
t h e w a y t o w a r d better u n d e r s t a n d i n g 
a m o n g proponents of v a r i o u s types of 
p lans i n the future . T w o s tatements 
i n the report a r e of p a r t i c u l a r i n t e r 
est : (1) t h a t proposed c h a n g e s i n the 
s t a n d a r d s of a c c e p t a n c e t h a t the 
C o u n c i l developed as a guide to e v a l u 
a t i n g p r e p a y m e n t m e d i c a l c a r e p l a n s 
a r e under considerat ion , a n d (2) t h a t 
the appl icat ion of the p r i n c i p l e of free 
choice of p h y s i c i a n a n d h o s p i t a l as i t 
applies to p r e p a y m e n t p l a n s is not 
yet entirely c lear to the C o u n c i l , a n d 
the extent to w h i c h free choice of 
p h y s i c i a n m a y possibly be l i m i t e d i n 
various p l a n s h a s been reviewed a n d 
w i l l be discussed f u r t h e r w i t h the 
J u d i c i a l C o u n c i l . 2 3 

T h e N a t i o n a l H e a l t h A s s e m b l y h e l d 
i n W a s h i n g t o n i n M a y 1948 a t the 
i n v i t a t i o n of O s c a r R . E w i n g , F e d e r a l 
S e c u r i t y A d m i n i s t r a t o r , f r a n k l y r e c 
ognized p r e p a y m e n t as a p r i n c i p a l 
factor i n m e d i c a l economics . T h e 
following " P r i n c i p l e s for t h e I m p r o v e 
m e n t of V o l u n t a r y P r e p a y m e n t 

2 3 "Report of the Council on Medical 
Services," Journal of the American Medi
cal Association, May 8, 1948, pp. 193-198. 

P l a n s , " u n a n i m o u s l y accepted by t h e 
M e d i c a l C a r e S e c t i o n of t h e A s s e m b l y , 
indicate the desire of t h e v a r i o u s 
groups represented to effect p r a c t i c a l 
consumer a n d professional c o o p e r a 
t ion i n the development of s u c h 
p l a n s . 2 4 

" 1 . T h e r e should be t h e freest o p 
portunity for ful l cooperation a m o n g 
t h e providers a n d consumers of s e r v 
ice i n the establ ishment a n d t h e a d 
m i n i s t r a t i o n of m e d i c a l c a r e p l a n s , 
provided t h a t ful l control of the p r a c 
tice of medicine i n the p r o g r a m m u s t 
r e m a i n w i t h doctors. 

" 2 . T h e M e d i c a l C a r e S e c t i o n 
strongly urges the i m p o r t a n c e of j o i n t 
conferences a t the earl iest possible 
date among representat ives of t h e 
A m e r i c a n Medica l Assoc iat ion a n d of 
groups representing the c o n s u m e r s of 
m e d i c a l care a n d services to s tudy t h e 
question of the es tabl i shment a n d a d 
m i n i s t r a t i o n of m e d i c a l c a r e p l a n s . " 

24 Oscar R. Ewing, The Nation's Health— 
A Ten Year Program, September 1948, p. 
76. For a summary of one section of the 
report see this issue of the Bulletin, 
pp. 9-12. 


