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I N CARRYING O U T i ts s ta tutory mandate to make 
studios concerning the advancement or improve
ment of economic security, the Social Security 
Board has, f rom its inception, been deeply inter 
ested i n the various methods that have been 
developed to prevent illness and disabi l i ty , to 
maintain health and earning power, to protect 
workers and their dependents against the conse
quences of sickness and disabi l i ty and, as far as 
possible, against the resultant economic losses. 

One undertaking has been the accumulation of 
information on prepayment medical and hospital-service organizations in operation in various parts 
of the country to the extent possible w i t h o u t 
undue work on the par t of those organizations or of 
the Board. A general statement describing the 
costs and benefits under 35 existing or projected 
prepayment medical-service plans was published 
at an earlier date. 1 The present article is based 
on in format ion which has been obtained direct ly 
from 128 prepayment organizations and on in forma
tion concerning the medical plans of the F a r m 
Security Admin i s t ra t i on and the development of 
hospitalization insurance. 

This compilat ion does not cover all projected 
organizations or even al l in operation, b u t i t is 
believed to include the large m a j o r i t y of organiza
tions prov id ing substantial amounts of service 
to any considerable number of persons. I n d u s 
trial medical-care plans have been included and 
considered " v o l u n t a r y " even in instances when 
employment is conditioned upon the part i c ipat ion 
of the employee in the plan. The medical-care 
plan covering the employees of the c i t y and county 
of San Francisco has been excluded, on the other 
hand, because of the legal statute which makes 
part ic ipation i n the plan compulsory. Th i s s tudy 
does not reflect the effect of coverage in prepay
ment plans of large numbers of workers in the 
rapidly expanding war industries. 

* Bureau of Research and Statistics, D i v i s i o n of Hea l th and D i s a b i l i t y 
Studies. The author wishes to acknowledge the assistance of V incent V . 
Larson and Evelyn T . Borgen in preparation of the article. 

1 Reed, Louis S., "Costs and Benefits Under Prepayment Medical-Service 
Plans," Social Security Bulletin, Vo l . 3, No . 3 ( M a r c h 1940), p p . 13-26. 

Comparisons of costs under one type of organi
zation i n contrast to another must take account 
of many factors, such as variat ions i n the charac
teristics of the group served, the scope of services 
provided, and the extent to which the premiums 
paid by subscribers are supplemented b y funds or 
services f r om other sources. A company p lan f or 
medical services, for example, m a y be substant i 
al ly subsidized by the employer, who meets a d 
min is t ra t ive costs, provides offices and equipment, 
or carries other expenses of the organization. 
Costs to subscribers under such an arrangement 
w i l l , of course, no t be direct ly comparable w i t h 
those under a completely self-supporting organi
zation prov id ing the same types of services for a 
group w i t h similar age and sex composition. One 
organization may provide care to a selected group, 
widely different in age or sex composition f r o m 
t h a t covered by another organizat ion; some ex
clude m a t e r n i t y care, and some include care for 
the dependents of subscribers, while others do n o t ; 
l imi ts imposed on durat ion of hospital care v a r y 
from one organization to another. 

The fol lowing tabulat ion summarizes, for each 
type of p lan discussed, the number of organiza
tions t h a t supplied in format ion on charges, cov
erage, or services provided, and the t o t a l number 
of persons eligible for care under those plans t h a t 
reported on coverage. T h e figures i n the m a i n 
refer to the year 1941. The number of persons 
t h a t met the costs of their medical needs through 
prepayment was considerably larger t h a n this 
tabu la t i on indicates, especially i n the industr ia l 
plans. 

T y p e of organization 
T o t a l 

number of 
plans re
por t ing 

N u m b e r of 
plans re

port ing on 
member

ship 

Member 
ship 

I n d u s t r i a l medical-service 59 47 700,000 
State or county medical society 28 17 577,000 

Physician-owned 19 12 1 136,000 
Consumer-sponsored 22 14 36,000 
F a r m Security A d m i n i s t r a t i o n 2 682,000 
Hospital izat ion Insurance (Blue Cross) 8,500,000 

1 Includes 50,000 dependents of subscribers ent i t l ed to care at a reduced fee. 
2 Excludes medically indigent migrant farm families. 



Industrial Medical-Service Organizations 
Employer and employee medical services have 

been organized i n a number of establishments i n 
th is c ountry t o furn i sh medical care for employees 
and, i n some instances, also for the i r dependents. 
I n some of these organizations, par t i c ipa t i on is 
opt ional w i t h employees; often, however, i t is a 
condi t ion of employment and, so far as the em
ployees are concerned, there is no real significance 
i n label ing the p l a n as a " v o l u n t a r y " prepayment 
under tak ing . Some of the plans organized around 
an i n d u s t r y were i n i t i a t e d b y employers, others 
b y employees, and s t i l l others b y j o i n t employer-
employee action. 

T h e first cr i ter ion for inc luding an industr ia l 
medical-care p lan i n this analysis was t h a t i t must 
p r o v i d e a substantial amount of medical care. 
E x c l u d e d , therefore, are indust r ia l plans wh i ch 
l i m i t medical services to the care t h a t can be given 
i n an emergency room b y a nurse or t o care b y a 
phys ic ian available only a few hours a week. 
Also excluded are medical-service organizations 
t h a t provide on ly f irst a id and treatment of 
indust r ia l accidents or injuries covered b y State 
workmen 's compensation laws. 
Coverage and Services Provided 

For ty - three of 59 organizations m a i n t a i n i n g 
medical-service plans f r o m whi ch in fo rmat ion has 
been received l i m i t the provis ion of medical care 
to employees, whi le the remaining 16 provide care 
t o b o t h employees and their dependents. I n the 
47 organizations w h i c h have furnished data on 
coverage, almost three- fourths of a m i l l i o n per
sons are eligible to receive medical care—approxi 
m a t e l y 75 percent of them employees and 25 
percent dependents. 

Seventeen of the 47 organizations include m e d i 
cal care for accidents and injuries covered b y 
workmen's compensation laws, as wel l as for n o n -
i n d u s t r i a l illnesses and in jur ies ; 16 def initely 
exclude care for accidents and injuries subject to 
workmen 's compensation laws ; and 14 have sup
pl ied no in f o rmat i on on this po in t . 

A large m a j o r i t y of the industr ia l medical plans 
prov ide medical and surgical care and hospi ta l 
i zat ion . Generally speaking, the inclusion of 
medical care among the services prov ided depend
ents of employees is n o t correlated w i t h the type 
or scope of care provided . A l l b u t 16 of the 59 
organizations provide " comple te " medical serv

ices, i . e., medical and surgical care and hospital
izat ion. N i n e of the 16 organizations, w i t h a 
t o t a l membership of approximately 140,000— 
half of them dependents—do no t provide hospital
i za t i on ; the remaining 7, w i t h a membership of 
50,000, of w h o m 2,000 are dependents, provide 
only surgery and hospital ization. 

There is a wide var ia t i on i n the amount of 
hospital ization provided by the industr ia l medical 
plans, b u t i n general the provisions are more 
generous t h a n i n other types of plans. When 
the services include treatment for workmen's 
compensation cases, the extent of hospitalization 
allowed is generally a year or as long as the 
at tending physician deems necessary. W h e n care 
of such cases is not included, muc h less liberal 
hospital ization is provided, one p lan allowing 
only 10 days per employee, several 1, 3, or 4 
months , one l i m i t i n g hospital ization to the total 
value of about $175, and only one prov id ing the 
f u l l amount deemed necessary. 

A b o u t hal f of the plans, generally those which 
l i m i t their services to employees, include pro
visions for special nursing service i n the hospital, 
and an addit ional f o u r t h of the plans provide 
services of a v i s i t ing nurse i n the home. 

Charges for Services Provided 

Seven of the 59 plans studied are financed 
entirely by employers. These plans offer services 
much wider in scope and specify fewer conditions 
for which services are not allowed t h a n plans 
financed i n par t or in whole by employees. Three 
provide hospital care for u n l i m i t e d periods of 
t ime. Four provide service to dependents of 
employees. 

I n 19 organizations, a l l or the major p a r t of 
the costs are borne by the employees alone. 
The m o n t h l y charges for membership i n these 
plans v a r y from $1 to $2 i n organizations prov id ing 
services only to employees, and f rom $1 to $3 for 
a f a m i l y of four i n organizations wh i ch also pro
vide care for dependents. Frequent ly , the amount 
is determined by the employee's salary. When 
care to dependents is also furnished, there is 
generally an increase of $1 per m o n t h i n the cost; 
approximately the same services are available to 
the dependents as to employees. I n about a 
t h i r d of these organizations, the employee's 
c o n t r i b u t i o n includes a payment for death benefits 
and/or cash d isab i l i ty benefits. 



When the employer and the employee share 
the cost, the contr ibut ions of employees ap
proximate those i n plans i n wh i ch the employee 
pays the entire cost, b u t , in general, medical care 
for work accidents and injuries is included or the 
employee is ent i t led to cash d isabi l i ty or death 
benefits. The care provided usually includes 
physicians' services i n the office, home, and 
hospital, and hospita l izat ion ; i n the m a j o r i t y of 
cases, m a t e r n i t y care is excluded. 

The methods of sharing the costs between the 
employer and employee are varied. I n some 
instances costs are d iv ided equal ly ; i n others the 
employer supplies certain services; i n some plans 
the company contributes a definite sum of money 
for each employee member, while i n others the 
company agrees to pay any deficit wh i ch may be 
incurred. 

Since i n m a n y instances the exact sums con
tr ibuted by the companies are no t k n o w n , a com
plete cost picture is not available. I n many of 
the organizations certain facil ities, such as office 
space, l i ght , heat, telephone service, secretarial 
service, and collection of dues, are provided by 
the employer, b u t in most instances the cash value 
of such facilities and the interest and deprecia
tion on original capital investments made by the 
employer are not included when the contr ibut ions 
of the employer are reported. A n even more 
serious lack of in format ion on the employer's con
t r ibut i on arises f rom the fact t h a t organizations 
which own and operate hospitals do no t m a i n t a i n 
separate cost accounting for the hospitals. There 
is also a lack of sufficient in format ion on the 
relationship between the amount contr ibuted by 
the employer and the cost of medical service p r o 
vided b y the organization for accidents and i n 
juries covered by the workmen's compensation 
law. 

Because of basic differences in financing indus
tr ia l plans, as contrasted w i t h the other types 
of medical-service organizations, comparable anal 
ysis of charges for services provided is often no t 
feasible. 

State or C o u n t y M e d i c a l - S o c i e t y 
O r g a n i z a t i o n s 

Plans sponsored b y State or county medical 
societies provide medical service through p a r t i c i 
pat ing physicians who agree to accept, on a fee-
for-service basis, a prorated division of the funds 

contr ibuted b y subscribers d u r i n g each m o n t h , 
after necessary administrat ive expenses have been 
met. Patients have a choice of physicians among 
those who part ic ipate . A characteristic of the 
plans is t h a t the cooperating physicians continue 
i n i n d i v i d u a l practice instead of pract ic ing as a 
group. Membership is usually l i m i t e d to persons 
w i t h annual incomes under a specified amount , 
generally less t h a n $2,000 for single individuals 
and less t h a n $2,500 for families. 

Those prepayment medical-service organiza
tions, financed j o i n t l y b y employers and employees 
or b y employees alone, were first developed i n 
Washington and Oregon. T h e State and county 
medical societies were no t closely affiliated w i t h 
the earliest organizations, b u t i n the early 1930's 
they began establishing medical-service bureaus— 
as administrat ive instruments of the societies— 
through which groups of workers arrange for 
medical care on a prepayment basis. T h r o u g h 
contributions of employers and employees, m e m 
bers are eligible for medical, hospital , and nursing 
care for injuries covered b y the workmen's com
pensation act, and through addit ional employee 
contributions they can receive similar care for 
sickness and injuries no t connected w i t h employ
ment. A lmost w i t h o u t exception, the service 
bureaus have followed the practice of earlier 
groups i n mak ing their agreements d irect ly w i t h 
the employers and groups of employees, using 
pay-ro l l deductions for collections, and res t r i c t 
ing services to employees, i . e., no t inc luding 
dependents. 

Cal i fornia and Mich igan are among the States 
i n which more recently formed State-wide plans 
are now i n operat ion; a State-wide organization 
has been established i n U t a h , b u t no plans are i n 
active operation. I n N e w Y o r k , Colorado, N o r t h 
Carol ina, Texas, Georgia, and Wisconsin a few 
county and c i t y societies have sponsored plans. 
I n P i t t sburgh a p lan to provide surgical care is 
funct ioning i n close cooperation w i t h a hospita l -
care insurance p lan , and the State medical society 
is developing a State-wide p lan to make care 
available i n the office and the home. Under the 
spur of recently enacted enabling legislation, State 
and county organizations are being established i n 
New Jersey, Ohio, and Massachusetts. M a n y of 
those organizations have completed pre l iminary 
w o r k on plans, several of which are expected to 
begin operation dur ing the current year. 



Recent legislation.—The active part i c ipat ion of 
medical societies i n the development of v o l u n t a r y 
medical-care insurance is of importance for an 
estimate of the future progress and direct ion of 
prepayment medical-care organizations. The ex
tent of the interest among medical societies i n 
organizations of this type and the safeguards which 
they believe should be provided may be gathered 
f r o m a review of recent legislation i n this field. 

Under an enabling act passed by the New Jersey 
Legislature i n M a y 1940, prepayment medical-
service corporations must be governed by boards of 
trustees whose nominat ion is approved by a recog
nized medical organization which has been incorpo
rated for a t least 10 years and includes at least 
2,000 members licensed to practice medicine. 
Moreover , a t least 51 percent of the physicians 
eligible to practice i n the area to be served by the 
corporation must have agreed to part ic ipate in the 
p lan . The effect of the legislation is t h a t only the 
medical societies can sponsor or approve a corpo
r a t i o n eligible to operate under this law. 

A l t h o u g h the law specifics t h a t " N o person, firm, 
association or corporation other than a medical 
service corporation shall establish, m a i n t a i n or 
operate a medical service p l a n , " i t does, however, 
allow medical care required under the State w o r k 
men's compensation law to be furnished by any 
person, firm, association, or corporation. 

A n interesting provision of this act is t h a t 
medical-service corporations m a y accept funds 
f r o m any governmental agency, or any pr ivate 
agency, corporation, or association, to provide 
medical services to needy persons. 

T w o enabling acts passed i n Massachusetts i n 
1941 regulate the provision of medical services 
under prepayment plans, and i t is interesting to 
note t h a t , a l though passed in the same year, their 
provisions differ considerably. T h e Massachu
setts (Medica l Society) enabling act parallels the 
N e w Jersey law w i t h respect to the requirement 
t h a t a m a j o r i t y of the directors must be approved 
b y a medical society which has been incorporated 
i n the Commonwealth for not less than 10 years 
and has no t less than 2,000 registered physicians 
as members. E v e r y registered physician in the 
area covered by a corporation has the r i g h t to par
t ic ipate , on comply ing w i t h rules and regulations. 

The Massachusetts (Whi te Cross) enabling act 
differs f r o m the Medical-Society act on three i m 
p o r t a n t points. T h e licensing body for medical -

service corporations organized under this law is the 
D e p a r t m e n t of Publ ic H e a l t h , not the State insur
ance authorit ies . Directors do not have to be ap
proved by a specified medical organizat ion; in fact, 
any medical society or partnership of physicians 
whose members belong to the Massachusetts M e d i 
cal Society, other recognized associations of physi
cians, or the staff of an approved hospital may form 
a medical-service p lan. Only licensed physicians 
who comply w i t h the rules, regulations, and quali
fications la id down by the medical-service corpo
rat ion are allowed to participate. 

The Ohio enabling act, which became effective 
i n August 1941, parallels the New Jersey act in 
that at least 51 percent of the licensed physicians 
i n the t e r r i t o ry to be served by a medical-service 
corporation must agree to render services under 
the p lan, and any duly licensed physician or 
surgeon in the service area may participate. An 
interesting feature is that , on receipt of an applica
t ion for a license under the act, the Superintendent 
of Insurance must give notice in w r i t i n g to every 
corporation in the State holding such a license and 
held hearings to determine whether the license 
shall be granted. The act also provides for pay
rol l deductions for State employees who jo in such 
plans. 

Coverage 
Medical-care plans, in active operation or 

reported in the process of organization, are now 
sponsored by medical societies in 15 States— 
Cali fornia , Colorado, Georgia, Massachusetts, 
Mi ch igan , New Jersey, New Y o r k , N o r t h Caro
l ina , Ohio, Oregon, Pennsylvania. Texas, Utah , 
Washington, and Wisconsin. Medical societies 
in other States are considering plans of this type. 
Some organizations just beginning to function 
have not furnished in format ion on membership. 
For 17 county or State-wide plans now in opera
t i on , available data indicate that more than half a 
mi l l i on persons are eligible for care. A l though 
this represents a considerable g rowth , these plans 
have not yet attained any large membership in 
relation to the population of the United States as 
a whole or to tha t of the States in which the plans 
are functioning. 

M a n y of the newer medical-society plans, 
fo l lowing the example of the older medical-
society plans in Washington and Oregon and other 
types of medical-service organizations w i t h respect 



to enrollment policies, l i m i t their membership to 
group enrollments. Of 24 medical-society plans 
which reported the i r pol icy i n this regard, 17 
accepted only group memberships, and 14 of the 
17 accepted employee groups only, i . e., excluded 
dependents. 

Services Provided 

Except for surgery, which is included i n a l l 
the plans which have furnished in f o rmat i on , types 
of services offered by the various medical-society 
plans differ wide ly . The medical-service bureaus 
in Washington and Oregon which have furnished 
information on coverage report approximately 
70,000 employees and 1,000 dependents eligible 
for physicians' care a t home or in the office, surgery, 
laboratory services, X - r a y , physiotherapy, the 
services of a special nurse, consultants ' services, 
and hospitalization. T h e m a x i m u m hospital care 
varies among the plans f rom 90 to 180 days; the 
major i ty of the plans provide 180 days of w a r d 
care, and m a n y plans allow a m o n t h in a pr ivate 
room, if necessary. The m a j o r i t y also provide 
ordinary drugs and medicines. These plans offer 
comprehensive care to the employees b u t usually 
makes no provision for care to dependents. 

The medical-society plans in other States tend 
to include dependents, b u t the care is less com
prehensive than t h a t provided in Washington and 
Oregon; m a t e r n i t y services are generally no t i n 
cluded, nor are drugs and medicines, physiotherapy, 
or the services of a special nurse. A b o u t 49,000 
persons are eligible under these plans for phys i 
cians' and surgeons' care and m a t e r n i t y services; 
445,000 are eligible for surgical and m a t e r n i t y 
care on ly ; whi le about 12,000 are eligible for 
hospitalization in addit ion to surgical and ma
ternity care. 

Plans which do not offer hospital ization benefits 
usually work in close relationship w i t h already 
existing hospital-service associations. I n M i c h i 
gan, the Mich igan Medica l Service and the 
Michigan Society for Group Hospital izat ion oper
ate j o i n t l y , using the some organization for enro l l 
ment in both . The Cal i fornia Physicians' Service 
has a work ing agreement w i t h State hospitaliza
tion plans. I n New Y o r k State, the law requires 
that medical and hospital-service organizations 
operate separately, b u t in the western p a r t of the 
State two medical plans operate in close relat ion 
to hospital-service associations. T h e Medica l 

Service Association, Inc . , of D u r h a m , N o r t h 
Carol ina, operates a separate hospital p lan of i ts 
own. 

A l l plans which include m a t e r n i t y service impose 
a w a i t i n g period of f r om 9 months to 2 years—the 
most usual, a year—before such care is provided 
under a subscriber's contract. M a n y plans also 
st ipulate w a i t i n g periods of a year for various 
types of surgical operations. 

I n common w i t h most prepayment medical-
service organizations, a l l these plans exclude 
services for certain diseases and conditions. T h e 
more usual exclusions are for preexisting diseases 
and conditions, mental diseases, venereal diseases, 
tuberculosis, and diseases and conditions due to 
d r u g addict ion. 

Charges for Services Provided 

The plans i n Washington and Oregon are fa i r l y 
un i form w i t h respect to services provided and 
charges; those i n other States are characterized 
chiefly b y their differences. One of the chief rea
sons for this var iat ion is the in t roduct i on i n m a n y 
of the la t ter plans of a cash-deductible principle , 
under which the subscriber pays the f irst $5 or $10 
of his doctor's b i l l , or pays for the f irst one or two 
calls b y the doctor i n any one illness or i n any 
year. 

Care restricted to subscribers.—The 11 medical-
society plans i n Washington and Oregon whi ch 
restrict care to subscribers and furnish home and 
office care by physicians, surgery, and hospitaliza
t i on , b u t not m a t e r n i t y care, charge each member 
$1.25-2.35 per m o n t h ; four charge $1.25-2.00, six 
charge $2.00, and one $2.35. 

I n two other States, two medical-society plans 
which do no t provide for the treatment of depend
ents charge $1.50 and $1.70 per m o n t h for phys i 
cians' and surgeons' services, inc luding m a t e r n i t y 
care b u t not hospitalization. The p lan which 
charges $1.70 does not restrict the amount of care 
a member may have dur ing a year. Under the 
other plan, a pat ient pays for the first $5 of care 
incurred in any contract year, and the t o ta l value 
of medical care to which he is entitled dur ing the 
contract year is l i m i t e d to $325. 

Care provided to subscribers and dependents.— 
I n analyzing the charges made b y organizations 
wh i ch provide care to members and their de
pendents, a f ami ly of four has been used as the 
u n i t . One plan i n Washington which gives care 



b o t h to members and to their dependents charges 
$5 per m o n t h per f a m i l y ; this amount entitles 
the fami ly to the services of physicians and sur
geons, inc luding m a t e r n i t y care and 6 months ' 
hospital ization. F ive medical-society plans in 
States other t h a n Washington and Oregon furnish 
the services of physicians and surgeons, inc luding 
m a t e r n i t y care; their charges for a fami ly of four 
v a r y f r o m a m i n i m u m of $3 to a m a x i m u m of $6 
per m o n t h . T h e various restrictions i n the di f 
ferent plans prevent a clear-cut analysis of charges. 
Three of the plans charge $3-4 per m o n t h ; i n one 
of these, the member pays half of the first $20 of 
care incurred i n any contract year, w i t h a max i 
m u m of $400 on the to ta l amount of care pro 
v i d e d ; i n another, the fami ly pays for tonsillec
tomies and a l l m a t e r n i t y care; i n the t h i r d , the 
t o ta l amount of care to w h i c h a fami ly is entit led 
is l i m i t e d to $1,000 and the p r e m i u m rates range 
f r o m $2.55 to $4.25 per m o n t h , depending on i n 
come. I n this last, the fami ly itself pays $5-10, 
depending on income, for the care first received in 
any illness or i n j u r y , exclusive of operations and 
fractures; such payment is required only once in 
any 90-day period, however. 

T w o plans charge $4-5 per m o n t h ; i n one, the 
f a m i l y pays the first $5 of costs incurred i n any 
year and is allowed services up to a m a x i m u m of 
$875; i n the other, no extra charge is made for 
the first care received, b u t the t o ta l amount for a 
f a m i l y is l i m i t e d to $425. 

F o u r of these plans l i m i t services to surgery 
and m a t e r n i t y care and charge $1.38-2.75 per 
m o n t h for a f a m i l y of four. One plan, which 
charges $1.70 per m o n t h , sets no m a x i m u m on the 
services which the fami ly m a y receive dur ing the 
year ; one which charges $1.38 sets a m a x i m u m of 
$325; another, which charges $2, l im i t s the value 
of care to $150 for any one illness of the member 
or any of his dependents i n any year. The f o u r t h 
p lan , which charges $2.75 and l imi t s the value of 
services to $425, also provides physicians' care for 
each person in the fami ly for nonsurgical hospital 
ized cases, up to a t o ta l of $75 per year. 

The one p lan which provides the services of 
physicians and surgeons for hospitalized cases, 
m a t e r n i t y care, and hospital ization charges $2.75 
per m o n t h for a f ami ly of four and places the 
fo l lowing maximums per person per year: $100 for 
surgery, $25 for m a t e r n i t y care, $50 for other 
physicians' care, and 30 days for hospital care no t 

to exceed $3 per day, plus other hospital charges 
for operating or del ivery-room services, anes
thetics, and ord inary laboratory services. 

Associated Medical Services, Inc., Toronto, 
Canada 

A Canadian medical-society p lan , Associated 
Medica l Services, Inc . , which has been operating 
for 4 years i n Toronto , developed as a result of a 
request by the C i v i l Service Association that a 
committee draw up a medical-service plan to 
operate w i t h i n the Ontar io c i v i l service. The 
Ontar io Medica l Association approved the plan, 
recommended i t for general use, and granted a loan 
of $3,800 for i n i t i a l expenses. The C i v i l Service 
Association also lent $1,200, and the Government 
provided headquarters for 3 years. T h e growth in 
membership has been as follows: f rom 733 sub
scribers at the end of 1937, the rolls grew to 4,020 
at the end of 1938 and to 29,000 by December 
3 1 , 1941. The number of par t i c ipa t ing physicians 
also increased, f rom 275 i n the beginning to 1,000 
at the end of 1938; and in June 1940 part ic ipating 
physicians numbered 1,676, or 92 percent of all 
physicians i n the areas served. 

The services provided by the plan include office, 
home, and hospital care and semiprivate hospital 
accommodation. There is a 2 -month wait ing 
period for al l services except m a t e r n i t y , for which 
the w a i t i n g period is 10 months . A subscriber or 
dependent is allowed services up to a maximum 
value of $800 i n any 12 consecutive months. 
M e n t a l , tuberculous, and epileptic patients are 
cared for u n t i l inst i tut ional ized , b u t venereal and 
preexisting diseases are not covered. 

The m o n t h l y charges are $2 for a subscriber, 
$1.75 for the first dependent, $1.50 for the second, 
$1.25 for the t h i r d , and $1 each for a l l additional 
dependents. Th i s plan is unusual among medical-
service plans i n t h a t there is no income l i m i t or any 
requirement for group enrollments. The charges 
have been large enough to make prora t ing of fees 
unnecessary; i n fact, the plan has been able to 
bu i ld up a reserve of $97,880 as of December 31, 
1941. 

Hawaii Medical Service Association 

The H a w a i i M e d i c a l Service Association of 
H o n o l u l u undertakes to provide re lat ive ly com
plete medical care for the f ami ly . T h i s association 
accepts only group enrol lment. T h e smallest 



number of employees of any one employer accepted 
is five, and, when the enrollment i n any group 
reaches 75 percent of the t o t a l number of em
ployees, dependents m a y also be included i n the 
contract. The membership has increased f rom 
600 to 5,000 w i t h i n the last 3 years, as a result of 
the extension of the p lan to indust r ia l and l ow-
salaried employees. On January 1, 1941, there 
were 184 physicians, surgeons, and specialists 
participating. 

Ind iv idua l subscribers or families are allowed 
five home or cl inic calls i n any contract year after 
the patient has paid for the f irst office or home 
call for each separata illness or i n j u r y . T r e a t 
ment of certain gynecological conditions, menta l , 
venereal, preexisting diseases, and drug addiction 
is excluded. However, the plan allows m a t e r n i t y 
care and treatment for tuberculosis and chronic 
diseases. The m a x i m u m care for an ind iv idua l i n 
a year is $300; for a subscriber and spouse, $400; 
for a fami ly of three, $450; for a fami ly of four, 
$475; and for a fami ly of five or more, $500. 

The month ly charge depends on income and 
ranges from $1.25 to $3.50 for a single employee; 
for a married employee, $1.10-3.00; for the spouse, 
$.90-2.25; end for the first ch i ld , $.75-2.00; the 
second chi ld , $.60-1.75; end the t h i r d ch i ld , 
$.40-1.00. For a fami ly of more than five the 
maximum m o n t h l y charges range f rom $4 for per
sons w i t h m o n t h l y incomes of less than $100— 
a group to which many employees belong—to a 
maximum of $12 for persons w i t h incomes between 
$251 and $350 a m o n t h . 

P h y s i c i a n - O w n e d O r g a n i z a t i o n s 
I n physician-owned organizations, medical serv

ices are provided for subscribers on a fixed m o n t h l y 
prepayment basis by a number of physicians who 
generally practice as a group, using j o i n t office 
facilities and equipment. Usual ly the share of 
the total income which each member of the group 
receives is not s t r i c t l y dependent on the amount of 
service he has rendered, as is commonly the practice among county medical-society plans, b u t 
represents either a salary or a salary plus a certain 
proportion of the balance after specified salaries 
and expenses are met. I n most cases these organi 
zations were developed b y the physicians i n re
sponse to requests of large employee groups, such 
as members of a police force, firemen, teachers, 
employees of a large industr ia l firm or a govern

mental agency. These organizations differ f r o m 
the medical-society organizations m a i n l y i n t h a t 
the subscribers must restr ict their choice to phys i 
cians affiliated w i t h the group, and t h a t the phys i 
cians practice as a group and are under the super
vision of a medical director. 

Coverage and Services Provided 

Approx imate ly 136,000 persons are ent i t led to 
receive medical care f r om the 12 physician-owned 
organizations which have submit ted in format ion 
on this po int . A l l groups b u t one reported more 
than 1,500 persons eligible for care, the largest 
report ing approximately 23,000. 

Some 64,000 persons are eligible for compara
t ive ly complete care, t h a t is, physicians' and 
surgeons' care i n the home and office, and hos
p i ta l i za t i on ; less t h a n one-tenth of this number 
ore dependents of subscribers. Under some of 
these 12 plans, however, about 50,000 depend
ents of subscribers are ent i t led to receive p h y s i 
cians' and surgeons' care and hospital ization a t 
a reduced fee. The reduct ion i n fee is substan
t i a l , usually 50 percent of the regular charge made 
in the local i ty for the same service. More than 
7,000 persons, about two - th i rds of w h o m are de
pendents, are eligible for hospitalization and for 
medical and surgical care i n hospitalized cases; 
more than 15,000 persons, w i t h the same propor
t i o n of dependents, are eligible for physicians' 
and surgeons' care only . 

There is considerable u n i f o r m i t y among p h y 
sician-owned organizations w i t h respect t o the 
diseases and conditions treated. I n general, 
organizations wh i ch restr ict their services to p h y 
sicians' care treat cases of drug addict ion and 
certain gynecological conditions, give care for pre 
existing conditions when the subscriber enrolls as 
a member of a group, and provide t reatment for 
venereal diseases, and for m e n t a l disease and 
tuberculosis u n t i l the pat ient is inst i tut ional ized . 
The others, regardless of the extent of services 
provided, usually exclude the t reatment of pre 
existing diseases and conditions, gynecological 
conditions, menta l and venereal diseases, tubercu
losis, and diseases and conditions due to d rug 
addict ion. 

Charges for Services Provided 

Care restricted to subscribers.—Seven of the 19 
organizations which submitted in format ion on 



charges provide service on ly to subscribers. 
Those seven charge $1.25-2.50 per m o n t h and, 
except for some variat ions i n items excluded or 
subject to extra charges, have i n general the 
same pat te rn of services. These services include 
care b y physicians and surgeons i n the home, 
office, or hospital , hospital ization, laboratory 
services, o rd inary drugs and medicines, physio
therapy, and X - r a y examination and treatment . 
T w o of the plans, one of w h i c h charges $1.25 a 
m o n t h and the other $1.75, provide for the serv
ices of a special nurse i n the hospital . The 
amount of hospital ization provided b y the seven 
plans varies f r o m 45 days to 8 months , and the 
m a j o r i t y specify w a r d care; the m a x i m u m bene
f i t period does no t seem to be correlated w i t h the 
size of the monthly charges. 

Complete m a t e r n i t y care is no t included in any 
of these plans, and three of the four plans which 
charge $1.25-2.00 per m o n t h specifically exclude 
m a t e r n i t y care. I n the three plans which charge 
$2.10-3.00 per m o n t h , obstetrical care is excluded 
i n one and is subject to an extra charge i n the 
other two . 

Three of these seven organizations furnish 
services to dependents of subscribers on a reduced-
fee schedule, wh i ch represents i n the main a fee 
approximately 50 percent less than the rate com
m o n l y charged i n the c ommuni ty . One of the 
three charges the subscriber $1.50 per m o n t h , 
and two charge $2.50. The only other specified 
difference among these plans w i t h respect to 
services provided is t h a t the plan which charges 
$1.50 a m o n t h l i m i t s the m a x i m u m service to 
$800 i n any one year. 

Four of these seven plans accept only employees 
of a common employer who enroll as a group ; 
three accept b o t h group and nongroup enro l l 
ment , b u t two of the three charge an addit ional 
50 cents per m o n t h for subscribers who do not 
j o i n i n a group ; one p lan makes an extra charge 
of 50 cents for subscribers who are over 40 years 
of age and an addit ional 50 cents when they 
reach 50 years of age. 

Care given to subscribers and dependents.—Infor
m a t i o n on the charges made b y physician-owned 
organizations indicates a wide variety of arrange
ments for prov id ing medical services to families. 

T w o of these organizations l i m i t their service to 
hospital izat ion, surgery, and medical care for hos
pita l ized cases; both insist on group enrol lment, 

and one w i l l no t accept groups of loss than 200. 
For a f ami ly of four their charges are $1 and $1.60 
per m o n t h ; one organization writes t h a t w i t h the 
present charges i t is necessary to exercise every 
k n o w n economy i n order to break even. B o t h or
ganizations provide ward care for an indefinite 
period at the discretion of the doctor. home or 
office care i n connection w i t h the surgical, ma
t e r n i t y , and hospitalized medical cases is not i n 
cluded in the contract, and one organization re
ports t h a t a large proport ion of these visits are 
given as free care. 

Six of the 12 organizations provide physicians' 
care i n the office, home, and hospital , b u t do not 
include hospital ization. A l l b u t one include com
plete m a t e r n i t y care. The m o n t h l y charges for a 
fami ly of four vary from $2 to $4. The three plans 
which charge $2.00-2.50 provide services as in
clusive as the two which charge $3 and $3.50, ex
cept that the former makes an extra charge for each 
home call . The one organization which charges $4 
per m o n t h also makes an extra charge for al l home 
calls. The organization which charges $3.50 per 
m o n t h makes an extra charge for the first two 
home calls to any pat ient dur ing any m o n t h , but 
charges are not made for more than four home 
calls in any m o n t h for any fami ly , regardless of 
the number of persons who may have home calls. 
This organization is also the only one of this type 
t h a t makes an addit ional charge for obstetrical 
cases. None of the six organizations provides 
drugs or medicines or the services of a special 
nurse; all provide ordinary laboratory service; four 
provide physiotherapy; three provide X - r a y ex
aminat ion and treatment w i t h o u t extra charge. 

Four organizations give comprehensive service, 
tha t is, physicians' care in the home, office, and 
hospita l ; surgery, matern i ty care, and hospitaliza
t i on . The i r m o n t h l y charges for a fami ly are $3, 
$4, $4.50, and $8. The organization which charges 
$3 l imi t s hospitalization to 28 days of ward care 
per person per year ; the two which charge $4 or 
$4.50 make an extra charge for all home calls and 
provide as much as 6 w e e k s of hospitalization in a 
semiprivate room for each person in any one year. 
The organization which charges $8 provides a 
special nurse in hospitalized cases, 6 months of 
hospitalization i n a word in connection w i t h any 
one illness, or 1 m o n t h in a pr ivate room if the 
condit ion of the pat ient requires i t ; i t does not, 
however, provide m a t e r n i t y care. Except for 



these variations, the services provided b y the four 
organizations are relat ively the same; a l l provide 
laboratory service, ord inary drugs, physiotherapy, 
and X - r a y examination and treatment . 

Consumer -Sponsored O r g a n i z a t i o n s 

The chief dist inguishing feature of consumer-
sponsored medical-service plans is organization 
and direction by lay groups which may be organ
ized for this purpose or which m a i n t a i n a medical-
care program as only one of their activit ies. 
Physicians may be employed to administer a p l a n , 
but the po l i cy -making power of the organization 
always rests w i t h the membership or its representa
tives. 

Coverage 

Approximately 36,000 persons are eligible for 
some type of medical care i n the 14 consumer-
sponsored organizations from which in format ion 
on coverage was received. A b o u t 10,000 persons, 
of whom approximately two- th i rds are dependents, 
are eligible only for physicians' and surgeons' care; 
approximately 16,000 persons, about half of them 
dependents, are eligible for hospitalization as w e l l ; 
and about 10,000 persons are eligible for hospita l i 
zation and surgical care in the hospital , of w h o m 
about one-third are also eligible for obstetrical 
service and medical care i n the hospital . 

The consumer-sponsored organizations do not , 
in general, require group enrollment. A p p r o x i 
mately 10,500 of the 30,000 persons eligible for 
care joined through group enrollment. Of this 
number, some 6,000 are dependents. 

Charges for Services Provided 

In format ion on medical services available to 
persons eligible for care under 22 consumer-
sponsored plans indicates t h a t a l l plans b u t one 
provide care for the dependents of subscribers; 
all bu t four include m a t e r n i t y service—usually 
after a wa i t ing period of 8-12 months end, i n 
almost half of the plans, on payment of an extra 
charge. Only three of the organizations differen
tiate in charge for subscribers who j o i n as members 
of a group and for those who take out ind iv idua l 
subscriptions; under those plans, the m o n t h l y 
charge for ind iv idua l subscribers is 50-95 cents 
more than for group subscribers. 

Hospita l izat ion is provided b y hal f the organi 
zations. Some plans allow f r o m 21 to 90 days, 
others provide hospital ization deemed necessary 
b y the physicians, and a few l i m i t the length b y 
the t o t a l value of services to which a person is 
ent i t led . Eighteen plans provide physicians' care 
i n the office or clinic, 15 provide home c a l l s — w i t h 
addit ional charges for a l l such calls i n 5 plans, for 
the f irst home call i n 2 plans, and for mileage i n 
another. A l l the organizations include surgical 
care as a benefit; however, two plans charge extra 
for surgery. Care for m a t e r n i t y cases is provided 
by 18 organizations, 8 of which make an e x t r a , 
charge. A l l the plans include laboratory services; 
the m a j o r i t y provide physiotherapy and X - r a y 
treatments and examinations; and about half t reat 
patients w i t h venereal diseases and tuberculosis, 
though some give such care only u n t i l the pat ient 
is inst i tut ional ized. 

One consumer-sponsored organization, wh i ch 
includes dependents b u t gives them very l i m i t e d 
care, charges the subscriber $2.00-2.50 per 
m o n t h , depending on his age, for visits to the 
home, office, and hospital b y the physician and 
surgeon, and for hospitalization no t exceeding 
21 days. Care for m a t e r n i t y cases is n o t included. 
Only office calls are provided for dependents. 

The other 21 organizations give more exten
sive care to dependents. Six organizations p r o 
vide the services of physicians and surgeons and 
hospital ization to b o t h subscribers and depend
ents, and charge f rom $2-6 per m o n t h for a f a m i l y 
of four ; three charge $2 for this care b u t makes an 
extra charge for m a t e r n i t y cases and do no t include 
home calls; and one p lan gives hospitalization a t 
reduced fees. The plan which charges $3.35 i n 
cludes services i n connection w i t h m a t e r n i t y cases 
and home calls b u t provides hospitalization only 
on payment of reduced fees. 

One plan charges $4.80-5.75 per m o n t h for a 
fami ly of four, depending on type of enrollment. 
Subscribers are eligible for the service of physicians 
and surgeons and hospital izat ion; dependents are 
eligible for hospital ization, b u t they receive 
physicians' and surgeons' care on a reduced-fee 
basis. The plan covers only half of the hospital 
b i l l incurred i n connection w i t h m a t e r n i t y cases 
and dependents' gynecological cases and sets a 
m a x i m u m on the t o ta l care per year—$1,000 for 
the subscriber and $1,000 for a l l dependents. 

One plan which charges $6 per m o n t h for a 



f a m i l y of four for physicians' and surgeons' 
services i n the office, home, and hospital , and for 
hospital izat ion, makes an extra charge of $1 for 
the first home call i n any illness and $50 for hospi ta l 
ized m a t e r n i t y cases; i t places no m a x i m u m , how
ever, on the volume of care t h a t the f a m i l y m a y 
receive except b y l i m i t i n g hospital izat ion to 42 
days per person per year. The benefits of the 
p lan include laboratory services, X - r a y examina
t ion and treatment , physiotherapy, and consult
ants ' services. The m a j o r i t y of preexisting con
dit ions are n o t treated w i t h o u t charge, b u t 
gynecological conditions and venereal diseases are 
treated, and menta l and tuberculous patients and 
those suffering f r om any drug addict ion are cared 
for u n t i l inst i tut ional ized . 

I n f o r m a t i o n on charges was received f rom 11 
of the organizations i n w h i c h the care provided 
consists of the services of physicians and surgeons 
and includes care for m a t e r n i t y cases. For these 
services, six of those groups charge $2-3 per 
m o n t h for a f a m i l y of f our ; four make an extra 
charge for a l l home calls; one charges for the 
f i rst home call i n any illness; and two charge 
extra for m a t e r n i t y care. One of the organiza
tions w h i c h charges $2 l i m i t s i t s members to 
group enrollees and makes an extra charge of $1 
for each home cal l d u r i n g the day and $2 for each 
n i g h t cal l . 

One organization charges $3.00—3.75 (depend
ing on the type of enrol lment) for such care, and 
makes an extra charge for m a t e r n i t y care end for 
home calls i n surgical cases; i t does n o t provide 
X - r a y , physiotherapy, or consultants ' services. 
Three organizations wh i ch charge $3.70, $4, and 
$4.70 provide these services and make no extra 
charge for home calls, or surgical or m a t e r n i t y 
cases. One organization charges $6.00-6.50 (de
pending on the type of enrol lment) for the same 
items of care and makes an extra charge for 
m a t e r n i t y care. 

Four consumer-sponsored organizations which 
provide hospital izat ion and medical and surgical 
care for hospitalized cases charge $1.00-2.75 per 
m o n t h for a f a m i l y of four . One which accepts 
subscribers on ly through group enrol lment charges 
40 cents a week for a f a m i l y of any size b u t l i m i t s 
to $250 and 21 days of w a r d hospital care the 
m a x i m u m benefits t h a t a f a m i l y may receive; all 
benefits, however, are figured according to a fee 
schedule m u c h lower t h a n the usual charges. 

Th i s organization gives obstetrical care for pa
tients delivered i n the hospital . T w o groups 
charge f rom $1.00-2.90 a m o n t h , according to 
the value of the m a x i m u m annual amount of 
service for which the subscriber wishes to be 
insured ( from $150 to $300) end the age of the 
dependents. These plans have a $30-deductible 
clause and do no t pay for obstetrics or for phy
sicians' services in nonsurgical hospitalized cases. 
One of the plans provides private hospital accom
modations, and the other does no t specify. The 
f o u r t h organization, which charges $2.75 per 
m o n t h for a f ami ly of four, provides surgery 
end laboratory and X - r a y examinations to am
bu la tory as wel l as hospitalized patients, and 
21 days of word hospital ization a year per indi
v idua l covered by the contract , except for ma
t e r n i t y cases, i n which i t assumes hal f the cost 
of hospital ization. 

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 lans 

Since 1936, the F o r m Security Administrat ion 
( formerly the Resettlement Admin is t ra t i on ) has 
had medical-care plans under which specified 
amounts are included i n the loans or grants made 
to F a r m Security A d m i n i s t r a t i o n clients to enable 
them to pay for their medical care on a fixed 
m o n t h l y basis. The F S A does no t administer the 
medical-care plans d irect ly . I t s funct ion is to 
reach an agreement w i t h the State medical asso
ciations and w i t h local medical societies, to advise 
on matters of organization, and to advance loans 
to i ts clients. Plans are developed only after 
satisfactory agreements w i t h the local medical 
societies have been reached. T h e amounts paid by 
the families vary somewhat i n different localities, 
b u t the usual payment is between $15 and $35 
per f ami ly per year. T h e plans in general include 
home end office care by the physician, hospitaliza
t i on , surgery, and drugs. Under the major i ty , 
the doctors agree to a uniform-fee schedule I f 
the bills for the m o n t h are less than the money set 
aside, the doctors and others who have rendered 
professional services are paid i n f u l l . I f the bills 
amount to more than the funds allocated for the 
m o n t h , they are prorated. 

Coverage.—On June 30, 1941, there were 881 
counties in 35 States throughout the Uni ted States 
which had FSA medical-care programs i n operation 
for rehabi l i tat ion borrowers, an increase of 242 



counties d u r i n g the year. E n r o l l m e n t i n those 
plans included about 104,000 famil ies—approx
imately 546,000 persons—representing approxi 
mately 60 percent of a l l eligible FSA families i n 
the areas covered and an increase of about 33 
percent in enrolled persons over the previous year. 
I n addit ion to these medical-care programs, the 
FSA makes provision for medical care i n connec
tion w i t h the resettlement projects, and 75 such 
projects had medical-care groups i n June 1941. 
I n 37 of those projects, the families were p a r t i c i 
pating i n the groups organized for rehabi l i ta t ion 
borrowers. The remaining 38 had their own 
medical-care groups, w i t h a t o ta l membership 
of 4,000 families. 

Since the spring of 1938 medical care has also 
been provided to medically indigent m i g r a n t f a r m 
families in Cal i fornia and Arizona through the 
Agricultural Workers H e a l t h and Medica l Asso
ciation, a nonpro f i t organization which is sub
sidized by FSA grants. D u r i n g the past fiscal 
year medical-aid programs were established for 
migrants i n F lor ida , the R io Grande Val ley of 
Texas, i n Oregon, Washington, and Idaho . These 
programs funct ion ma in ly through clinics estab
lished i n each of the FSA migratory - labor camps. 
Provision is also made for referral of cases through 
these clinics or other referral offices to pr ivate 
physicians, hospitals, or dentists. The service of 
the referral offices is used re lat ively most exten
sively i n Cal i fornia and Arizona, since these offices 
provide channels through which the program 
functions i n areas widely removed f rom FSA 
camps. 

Because of the rapid turn-over among the m i 
grant families eligible for care i t is di f f icult to give 
an accurate picture of the number of persons 
eligible to receive this service dur ing a year. 
The extent of service is indicated, however, b y 
the fact t h a t i n Cal i fornia and Arizona more t h a n 
4,000 applications for medical care were accepted 
in June 1941, and dur ing the fiscal year ended 
June 30, 1941, approximately $1.5 m i l l i o n was 
expended for al l purposes in connection w i t h the 
medical program in these two States. Programs 
in the other five States have been organized so 
recently t h a t comparable in format ion is not a v a i l 
able on persons served or expenditures. 

Emergency or l i m i t e d dental care is provided 
in 113 of the FSA medical-care programs; dental 
service is available to 15,000 families, composed 

of 79,000 persons. I n addit ion , 159 u n i t s serv
ing approximately 124,000 persons were i n oper
at ion on June 30, 1941, under agreements to 
provide l i m i t e d dental services. 

The number of different physicians and dentists 
who have been compensated for medical and dental 
services to FSA clients cannot be accurately est i 
mated , b u t i t is k n o w n t h a t most of the physicians 
and dentists l i v i n g i n areas where plans are i n 
existence have approved the projects i n principle 
even though they m a y n o t have part ic ipated i n 
them. 

O t h e r D e p a r t m e n t o f A g r i c u l t u r e M e d i c a l -
C a r e P l a n s 

The experimental r u r a l hea l th program w h i c h 
has been approved for six counties i n the U n i t e d 
States as p a r t of the U . S. Depar tment of A g r i c u l 
ture post-war p lanning program provides for pre
paid health services on the basis of arrangements 
between a local heal th association, the county 
medical society, and other professional groups. 

The health associations were organized through 
the efforts of the C o u n t y A g r i c u l t u r a l P lanning 
Committees, which are made up of c o m m u n i t y 
leaders representing a cross section of the agricul 
t u r a l interest of the county. C o m m u n i t y meet
ings were sponsored b y these Committees and 
were attended b y a large proport ion of the f a r m 
families i n each area. These meetings served as 
forums for the discussion of the heal th problems 
of the c ommuni ty , and the experience gained f r o m 
this series of c o m m u n i t y meetings served as a 
basis for determining the type of heal th program 
later developed by the Committees. T h e plans 
reflected in large measure a "grass roo ts " demand. 
The local medical society and other professional 
groups have cooperated w i t h these Committees i n 
p lanning these programs. T h e y were par t i cu lar ly 
helpful i n work ing out the professional phases of 
the program. 

Part i c ipat ion i n the programs is vo luntary , and 
al l f a r m families residing i n the area are eligible. 
The patterns wh i ch are being developed i n setting 
up these health programs are no t u n i f o r m , because 
i t has been necessary to adjust them to conform 
w i t h local conditions and needs. I n general, how
ever, a l l member families of an association pay 6 
percent of their net cash income up to a maximum 
amount representing the f u l l cost of prov id ing 



services, usually about $50 per year. T h e experi
menta l program includes general-practitioner care, 
surgical and specialist care, hospital izat ion, pre
scribed drugs, l i m i t e d dental care, and, i n some 
cases, visiting-nurse service. 

The F a r m Security A d m i n i s t r a t i o n is m a k i n g 
grants to the associations par t i c ipat ing i n the 
experimental program to cover the deficit incurred 
by inc luding families whose incomes are such t h a t 
6 percent is less t h a n the annual f ami ly cost of 
par t i c ipat ion . One of the purposes of the pro 
gram is to ascertain w h a t steps m i g h t be taken to 
raise the level of r u r a l medical services after the 
war . 

H o s p i t a l i z a t i o n I n s u r a n c e 

T h e largest and most r a p i d l y expanding type of 
v o l u n t a r y prepayment for hea l th services is hos
p i ta l i za t i on insurance. O n January 1, 1942, there 
were 67 hospital izat ion insurance systems, almost 
a l l i n i t i a t e d w i t h i n the past 10 years, which had 
been approved b y the American Hosp i ta l Associa
t i o n . These systems reported 8.5 m i l l i o n sub
scribers, a gain of approximately 2.5 m i l l i o n since 
January 1, 1941.2 

T w o significant phases of the g r o w t h of hospi ta l -
service plans have developed d u r i n g the past 2 
years. T h e f i rst was the cooperation of certain 
hospital associations w i t h medical-care organiza
tions or the add i t i on of a new contract to the 
hospital-service plans to provide surgical or m e d i 
cal care i n conjunct ion w i t h hospital izat ion. The 
second was the inaugurat ion and expansion of 
plans w h i c h provide w a r d service. I t has been 

the belief of some persons t h a t there was a need 
for service a t a rate lower than t h a t offered by 
contracts which provide care i n a semiprivate 
room. I t has been argued, on the other hand, that 
the m a j o r i t y of persons i n the income groups for 
w h o m the provis ion of w a r d service a t public 
expense—without direct charge to the pat ient— 
has been designed are unable to pay for hospital 
care, even on an insurance basis. 

A n example of both of these phases is the Com
m u n i t y W a r d Plan , a cooperative arrangement 
which is being worked o u t in New Y o r k C i t y be
tween C o m m u n i t y Medica l Care, Inc . , and Asso
ciated Hosp i ta l Service. T h e plan provides for 
21 days of ward hospital ization a year, of which 
only 10 m a y be for m a t e r n i t y care, and for pay
ment of $4 a day to the at tending physician. I n 
m a t e r n i t y cases, the plan w i l l pay the physician 
$3 a day and the subscriber is supposed to pay $1. 
The subscription rate is $12 annual ly for an indi 
v idua l and $27 for a fami ly . H a l f of this amount 
covers hospital ization and hal f the physicians' 
care. Ind iv idua l s w i t h an income of more than 
$1,200, couples w i t h more than $1,680, and families 
w i t h more than $2,100 are not eligible for member
ship. Seventy hospitals and their staffs and more 
than 2,400 i nd iv idua l physicians are cooperating. 

I n connection w i t h hospital ization insurance, i t 
is of interest to note t h a t in his Budget message of 
January 5, 1942, to the Congress the President 
recommended the provision of "hospital ization 
payments " through the Federal old-age and sur
v ivors insurance system. N o specific plan has yet 
been advanced by the Government. Studies and 
discussion are proceeding, pointed toward legisla
t ive consideration of recommendations for expand
ing and strengthening the social insurances. 

2 I n add i t i on , an estimated 2 m i l l i o n employees are protected against 
hospital costs and some 1.4 m i l l i o n protected for surgical benefits by group 
policies sold b y insurance companies. A n u n k n o w n number of dependents 
of these employees are also eligible for care. 


