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FALK:

I was born in Brooklyn, New York in 1899 in quite a large family of people
who had come to this country two generations before. My father was an active
business man, mainly in the insurance field. I grew up in a family in which
there were some schisms, some differences in religious outlook. My mother was
rather orthodox, my father was not a religious person. He was rather outside
the field of religious beliefs. This had some bearing on my development.

I went to school--the grade schools and high school--in Brooklyn and
completed my elementary education when I was quite young, fourteen or
fifteen. Though pointed toward going on to professional education and career,
my family were rather indisposed to see me enter college at that age, thinking
that I was too young and that I ought to do something for a year or two or
three. I stayed on in the high school for a year or so, an assistant to some
of the teachers in physics and biology.

About the time I was fifteen, a cousin of mine who was being educated in
the health and biology fields at Columbia University and the College of the
City of New York suggested I might be interested in taking a job with one of
their teachers whom they greatly admired and who was soon to become a

professor of public health at Yale, to head a newly created department of



public health. He was collecting a very small staff and wanted someone to be
a laboratory technician. As a result, through this cogsin, I was asked to
come in for an interview, with C-E.A. Winslow who had several appointments in
the New York area: State Department of Health, Professor in City College,
and, as I recall, at Columbia University. He also was head of the Department
of Public Health at the American Museum of Natural History in New -York which
housed, in addition to many public health exhibits, the national bacterial
culture collection.

So I went for an interview with him and he invited me to come to be his
laboratory boy in New Haven and to take some preliminary training in his
bacteriological laboratory at the Museum. Professor Charles~Edward Amory
Winslow was already regarded as one of the most promising Americans in
sanitary science and public health. He had made a very distinguished record
in his years at the Massachusetts Instituté of Technology where he was
educated and trained under William Thompson Sedgwick, one of the outstanding
men in public health in those days. I am here referring to 1915.

So I went to the Museum of Natural History for some months, was trained in
elements of bacteriology, laboratory procedures, culture medium preparation,
maintenance of cultures, dishwashing, et cetera, the usual things. I came to
New Haven in September of 1915 when Doctor Winslow took office as the
Professor of Public Health at Yale.

My background had been that of a bright youngster, an omnivorous reader,
with diverse interests but somewhat uncertain as to what I wanted specifically
and particularly to do: whether to go on in study of languages, history,
English literature, the sciences, et cetera——youngster whose career outlooks

were not formed.
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I came to New Haven when Professor Winslow came here in September 1915
along with one of his former pupils in New York who was going to be an

instructor on his staff, carrying some cases of the cultures that were to be

maintained in his laboratory in New Haven.

For the next year or two I was a lab boy doing all the things I was asked
to do, and all the things I had gotten some preparation for. Reading
omnivorously in the biological sciences and public health and bacteriology,
particularly in chemistry, physics, biology generally, genetics and working as
a janitor and a dishwasher and a culture media preparer and all the usual
things--what the Germans used to call in the laboratory the "diener.”

After about two years of that, and reading extensively under Professor
Winslow's guidance, I became a special student in one of the two undergraduate
colleges at Yale. 1In those days there were two major undergraduate colleges:
the Yale College proper known as the academic or "Ac” and the Sheffield
Scientific School which was the science branch of undergraduate education at
Yale. I was privileged to be admitted to Sheff as a special student because
of the recommendafion from Professor Winslow and others in the building where
we were working and from the then Dean of Sheffield Scientific School who was
a very distinguished biochemist and nutritionist in those days, Russell Henry
Chittenden, who was very well known in the world of those years.

For the next two years I was privileged to attend such classes and courses
as I wanted to, I had no fixed curriculum to observe. I could select what I
wanted to do. With Professor Winslow's guidance and the privileges he gave me
I could spend a substantial part of my time course taking where I concentrated
very heavily in the sciences, biology, chemistry, physics, physical chemistry

which intrigued me very greatly, physiological chemistry as we used to call
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it, biochemistry as it came more generally to be known. At the end of about
two years of such privileged, special education I matriculated as a freshman,
and with the help of some advanced credits I was granted at the time for the
courses I had attended and what I had done toward meeting the requirements of
the courses, stayed on and completed my work for a bachelor's degree, a
bachelor of philosophy degree, in 1920, I had first matriculated with an
earlier class but during the war years I was part of the time in the armed
services in officer's training and so on so that I was somewhat delayed in
completing the requiements. At any rate I completed them and received my
bachelor's degree in 1920.

By that time I had been assisting Professor Winslow not only in his
laboratory work, culture maintenance, experimental work of many kinds, but
also had begun to do some research on my own motion under Professor Winslow's
guidance, and the guidance of other members of the science faculty, and
assisting in the teaching in the Department of Public Health. It was not yet
at that time a formal school of public health though shortly it became one as
the result of conferences in which Professor Winslow was engaged with the
other leaders in the public health world: MIT, Harvard, Michigan, Hopkins,
Columbia, one or two more.

I can still remember participating as their office management boy when
some of these great leaders of public health came together at a very important
meeting here in New Haven, chaired by William Thompson Sedgwick, H. C. Welch,
Victor Vaughan, William Hallock Park, etc., all top names you know.

As I was saying, I was assisting Professor Winslow and the other
instructors of the department in the teaching of what was then called "The

Principles of Public Health,” the basic course given to the undergraduates of



the Yale colleges, graduate students of other departments, some medical
students, people from state and local health departments--a very mixed group
of people. Between scheduled sessions of the course I actually acted as an
assistant instructor, not taken very seriously because obviously I was much
younger than the people I was talking to. At all events, I cut my eyeteeth
there so that in 1920 when I received my bachelor's degree, 1 was appointed an
Instructor in Public Health. Thus I began my formal involvement in a career
in public health.

I went on immediately afterward to work for a graduate degree, and in 1923
I took my degree of Doctor of Philosophy in the Yale Graduate School. My
concentrations still were heavily in the laboratory. In fact, my doctoral
dissertation was on laboratory studies on physical chemical measurements of
bacteria as colloids and in related subjects.

When assisting in t:he.t:eaching of public health I was teaching vital
statistics, as we called it in those days, some aspects of microbiology, some
elements in seminars in epidemiology, et cetera. I mention this diversity
because this was the Winslow practice of developing graduate students in the
tradition he had inherited from Sedgwick and others at MIT, Rosenau at
Harvard, who were very broad gauged men of affairs in the sciences and in
their applications and who believed it was more important to give their
students foundations in various related fields rather than encourage them to
become intensely specialized in particular narrow areas.

As a result, in those years, although I was primarily a lab person and
working in what was then rather esoteric aspects of biochemistry, and physical
chemistry applied to bacteriology and to immunological problems, I also was

constantly engaged in public health administration, statistical and



epidemiological studies, community surveys, et cetera. This was the strength
of my education and also its weakness—-you were encouraged to achieve a broad
foundation in what Winslow in the Sedgwick traditions meant by public health,
so that you could then subsequently elect the areas in which you wished to
concentrate. I was as much at home in various aspects of vital statistics,
epidemiology, and public health administration as in the intricacies of
biochemistry. I mention this because it has been the strength and weakness of
my subsequent career that I tried to be aware of problems and needs in the
many aspects of thus broadly-conceived public health, and from time to time I
changed my areas of concentration but maintained threads of interest in the
various areas so that I could be dividing my time between the physics lab or
the bacteriology laboratory or working in the health department.

1 stayed there at Yale until after I received my doctorate in June 1923.
One of my major interests was in bacteriological studies for which Winslow saw
no place for me here at Yale because we had extensive bacteriology departments
in the medical school and in the Sheffie1d~Scientific School. I accepted the
invitation which came to me through Professor Winslow from Professor Edwin
Oakes Jordan who was head of the Department of Hygiene and Bacteriology at the
University of Chicago. I accepted that invitation because I thought the
opportunity was good and very attractive. Professor Jordan had told Professor
Winslow--1I should mention that Jordan who was one of the senior educators in
bacteriology in those days was also a Sedgwick man from MIT, a few years ahead
of Winslow, and had grown up and developed in the Sedgwick traditions=--that
the University of Chicago had begun to be interested in developing a school of
public health in conjunction with the Chicago City Department of Health.

There had been some feeling out, and the outlook was



encouraging. If you are acquainted with the background of that area of the
country you would know the names of Frank Billings and Ludvig Hektoen and
others who were very active in public health affairs as well as in the medical
sciences and who were very influential with the then Commissioner of Public
Health, Dr. Herman Bundesen.

The invitation to go to the University of Chicago in 1923 was very
attractive to me because of the opportunity to work with some very
distinguished people in bacteriology, immunology, pathology, and so on, and
also to participate in the program toward the development of a school of
public health, (Parenthetically I should say that in those days the
University of Chicago's medical interest was expressed on the South Side where
the first two years of medicine were taught in the various departments of the
University and the clinical branches of medicine were taught at Rush Medical
College.) The plans were quite well along toward the development of a full
and comprehensive medical school on the South Side and in what was later to
become the Billings Hospital of the University's medical school and now the
Pritzker School of Medicine. Fiscal support from the Rockefeller Foundation
.was substantially pledged. The University was beginning to recruit some of
the key people for the clinical side of medicine while expanding and
strengthening the preclinical years which were already there and had been
operating for twenty years or more.

As a result I went to the University of Chicago in 1923 as an assistant
professor in hygiene and bacteriology. Very soon thereafter I became involved
in the emerging plans for public health development which has been taking
form, in a very limited degree, because of the Jordan influence. So, I forget

which year, I began to work also in the City Health Department. The



departmenf was not in good or strong state. Doctor Bundesen, the
Conmissioner, was very anxious to strengthen the department, making it a more
effective community institution and was very keen toward the development of
the affiliation with the university--to give resource to the university and to
expect strengthening of his city department by reason of help he could get
from the university people. Consequently, not long after I was there I was
appointed to--I think it was called--the section on surveys of the department
of health of the city. I became a two hat man. Later I was Assistant Chief
or Director of Maternal and Child Health, and some other department. I was
shuffled around, working with many people in the university and in the
community towards strengthening the City Department of Health and helping it
become a clinical resource for public health education and training, and a
laboratory in many ways for the prospective school of public health.

A number of distinguished people of the Public Health Service were brought
into the city department. I remember some of them very well: Jack Geiger and
others who were top drawer people of the Public Health Service, all detailed
to the city department. Doctor Bundesen had been a strong supporter of
cleaning out and improving the city department, which had had a bad
reputation, and making it before very long one of the most highly regarded of
the city departments of health in the United States. In fact, I think
somewhere about that time he received the distinguished award of the American
Public Health Association for that achievement. I found I had very
distinguished colleagues to work within the City Department of Health as I did
on the South Side in the university.

So I worked in various fields and had students and had some grant funds,

some support funds, for a number of bacteriological studies, immunological



studies, and some graduate students working in broader fields of public
health, statistical surveys. I remember a survey of heart disease in the
Chicago area, extensive graduate student studies in maternal and child
health--a series of such studies that were conducted in conjunction not only
with the other people in the department of health but with the community
agencies. We had very little contact in those days with the state department
of health. It was not a distinguished department. Most of its people were
envious of what was being done in the city, and they were not always
cooperative. That was a limitation which we unfortunately had to accept in
those days.

At all events, in 1923 to 1929 that was the course on which I proceeded.
I moved up in rank from assistant professor, 1923 to 1926, to associate
professor, 1926 to 1929, to a full professor in 1929.

In the interim a very grievous disappointment came to me. The clinical
developments on the South Side proceeded very rapidly with very generous
financial support from the Rockefeller Foundation and some othe?s. The
preclinical resources were strengthened and the clinical departments were
developed. The Billings, the hospital construction, proceeded. Then to my
very great disappointment it developed that the very ambitious program for
what was going to become the full-fledged Billings Hospital and the University
of Chicago Medical School began to outgrow its financial resources, or the
prospects for its financial resources. Soon it became evident that they were
going to use up, in the development of the full and comprehensive medical
school, not only all the money in sight but a great deal more beyond that. The
objective of developing the school of public health we had been designing in

considerable detail was scratched--it evaporated. 1In 1928-1929 this became
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quite clear. I found that I was spending a good deal of my time and energy
towards a goal that was not going to be achieved.

This was a great disappointment to me as it was to Professor Jordan,
Professor Norton, Bill Taliaferro who had been brought in as Professor of
Parasitology, and to many others. We had to be realistic and accept what was
clearly the outlook, that much that we had hoped to develop: a school of
public health on a compromise design between the MIT-Harvard school of public
health and the Hopkins school of hygiene and public health which had come into
being in the interim combining the foundations in the basic sciences of public
health with a superstructure involvement in the fields of epidemiology, public
health administration, et cetera.

The Hopkins school, by the way, which had been developed in William H.
Welch's pattern, became a very strong school in the basic sciences of public
health but it was wea'k in the field of public health practice. It was rescued
by bringing in visting professors like Wade Hampton Frost and Sir Arthur
Newsholme was brought over from England for a few years to teach public health
administration to Americans. There was excessive concentration on the basic
sciences-bacteriology, immunology, genetics, nutrition and biochemistry and so
on--with substantial neglect of the applied fields in public health--which was
rectified a few years after the school's beginning. We were not going to make
their mistakes in Chicago, but we never got the chance.

So in '27 and '28 I became incréasingly involved in something that went
back to my days as a student with Winslow. Let me explain. Winslow in his
teaching beginning in 1915 had a glowing story to tell his students about the
past achievements in public health and about its potential for the future.

The bacteriological era in public health was closing (we thought) or had
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reached a mature level. Health education was coming into the field. There
were important achievements to mark the progress that was being made in public
health in the United States and other countries., Winslow became early
convinced (I don't know just when this came about in his thinking beginning
some time before 1915 or 1916 and continuing into the 1920s) that new chapters
were about to open as new opportunities in public health: new chapters that
would have to lean very heavily on the concern of public health leadership for
personal health. The achievements in sanitary science and environmental
protection already had very strong foundations; a great deal more was to be
done in these fields but there was a well-established base for further
progress, At the same time, he was aware that, as measured by mortality
rates, by morbidity rates, by various indexes of other kinds, infant
mortality, maternal mortality, et cetera, public health was by no means
achieving its full potential. It had concentrated heavily on the infectious
diseases and their control, on environmental sanitation and its control, but
had largely neglected personal health services needed to prevent illness in
the first instance, primary prevention, and what could not yet be prevented
from being contained, being controlled, to help keep people in good health, or
in as good health as was feasible, and to give them longevity with as good
health as could be acﬁieveable, obtainable.

To Winslow this outlook meant that stronger development than had been
foreseen or anticipated, or was foreseeable, in the effectiveness of applying
whatever had already become possible (and what was ahead) in the fields of
medical care by reason of the science revolution and its applicatioms in
clinical medicine from 1890 up to the 1920s. There had been some interruption

in that process in 1914-1918 by reason of the European war and our involvement
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in 1917-1918. The time had come when public health had to become increasingly
involved in personal health services and not to be so completely concentrated
on the community health services. This led into achieving an understanding of
why the wonders of the then perceived developing fields of medical care were
not being more extensively applied, why the potentials of the then modern
medicine were not reaching millions of people, were not reaching them early in
containing the progress of disease that could not be prevented.

Winslow's studies and perceptions led into the importance of economic
barriers that were in the way, that stood between the potentials of medical
care applied from practitioners in the private sector to people who needed
those services, that didn't know how to get them, couldn't afford them if they
could find them. This began to involve him increasingly in the field today we
call medical economics. So far as I know Winslow was the first public health
leader in the U.S.A. to recognize the importance of that potential. I
absorbed some of that when I was a student and instructor under him, so that
when in the later 1920s intreasing concern began to be appreciated and
recognized in the economic aspects of traditional and prospective public
health, or what today we call medical care, I began to read in that field and
follow what was happening.

This is by way of explaining why, when my disappointment began to be
acute about the outlook at the University of Chicago, I was quite aware of an
emerging program that was soon to become the Committee on the Cost of Medical
Care. In '28 the committee had already been formed. (It was formed in '27.)
I had seen their publications and had kept more or less informed of what was

going on. That committee, which had a five year study program which had begun

in 1927 and was to run until '32 with good fiscal support from various
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foundations, was in difficulties. By late '28, early '29, they had used up
two or two and a half years of their five year prospective lifetime and were
not well along on their very elaborate program of studies. They therefore
cast about for some way of strengthening their research undertakings toward
meeting their very firmly committed target of completing their work by the end
of 1932,

Because of some statistical studies I had published in the '20s and some
writings I had done for various journals, I was approached as to whether I
might take a leave of absence from the University of Chiago and come aboard
and take charge of Committee's research program. A number of people who were
active in the Committee on the Cost of Medical Care knew my writings in these
fields, some of them knew me personally. (Winslow who was chairman of their
executive committee, was abroad and had no part in this approach to me.)
Haven Emerson was a member of the executive committee and took a very active
part. Michael Davis, whose name you know, was also a member of the executive
committee., One or two others on the coﬁmittee were aware that I had been
writing on statistical aspects of morbidity, mortality, outlooks for
longevity, the relations between preventive health activities in childhood and
its relation to subsequent longevity of people who were protected in infancy
and childhood and those who were not. In fact, I received some considerable
acknowledgements for contributions on genetics and eugenics because this was a
field of intense controversy., It was a time when some British leaders in
genetics were preaching that public health achievement was antagonistic to
good health of the public because it was preserving the unfit. I published
some studies that preventive medicine preserved the fitness of the fit and
protected them against the damaging effects of scarlet fever and other

diseases and some birth defects which left children damaged and injured so
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that their subsequent health and longevity was reduced by reason of the
nonprevention of these diseases. I demonstrated that the facts were exactly
contrary to what was being alleged: if you prevented in infancy and early
childhood, you were preserving fitness for future life.

At any rate, I was approached on whether I would take an appointment with
the committee just about the time when I was in my most pessimistic mood about
the outlook at the University of Chicago. I was interested. I went to some
meetings of the executive committee and talked with them and they with me
about the problems of the committee and its study program. After I reviewed
the status quo, I had some thoughts about what could be done, really a rescue
and development operation. They knew I had something of a reputation of being
effective as a director of studies and that I had a fluent pen.

I asked the university if I could have a leave of absence: but after it
appeared that I would have to go to the committee for two years or two and a
half years, the administration at the university thought they could not
approve that. So I resigned and took the appointment as Associate Director in
charge of researéh with the Committee on the Cost of Medical Care.

In passing I may add it was a troubled period at the University of Chicago
at the time. The previous president of the University had retired. A new
president had been brought in. He had been coﬁpelled to resign because of
some personal difficulties and the university was in the process of choosing a
new president. About the time I had to make a decision whether to stay at the
university or to leave, a new president came in and he wasn't interested. The
vice president was keenly interested in my staying on but he was locked into a
restrained position by reason of the financial commitments that had already

been made to the Rockefeller Foundation and to many of the faculty of going
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ahead with the full development of the Billings Hospital. So I left.

At that time, in the autumn of 1929, the country was very prosperous, or
so it seemed. This was before the stock market crash in October '29. My
thought was that I would find it interesting to be extensively involved in the
work of the Committee on the Cost of Medical Care. The study program and the
outlook that it could probably be brought to fruition, this program could be a
landmark in studying the economic aspects of health and disease and lay out a
. program for the future. Ihen, after a couple of years of that, if I found I
had other interests I would turn to them.

I did have the opportunity to take some of my bacteriological work which
was in progress at that time with me. The committee's headquarters were in
Washington. Some of my friends and associates at what was then known as the
Hygienic Laboratory of the Public Health Service, welcomed me, gave me a
"desk" as they called it, a place to work and maintain cultures and do some
experimental work in my leisure time, so I would keep a continuity in the
laboratory field. As you may know, the Hygienic Laboratory had been the basic
laboratory of the Public Health Service for fifty or seventy-five years.
Distinguished bacteriologists and epidemiologists and related people were
located there and made tremendously important contributions to public health,
epidemiology, disease control, and so on. Doctor George McCoy, the Director,
I had known for some years. A number of my former students of my Chicago days
were already on the staff of the Hygienic Laboratory and I knew many of the
people. They gave me a warm welcome to come and work there.

So I went to Washington in December of 1929 and took the reins of the
program and the Committee on the Cost of Medical Care, with the commitment to

try to complete in the remaining two and a half years or so this five year
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program. I closed one chapter and began another.

You asked me to talk about the background of the Committee (the CCMC), how
and why it came into being and about its status and its objectives. Bear with
me while I summarize its historical background.

What came to be known as the Committee on the Cost of Medical Care had its
beginnings in the middle 20s, when a number of people knowledgeable in the
health field began to be concerned about the recent developments in the field
of personal health care and medical care and where it was going and where it
should be going. They were acutely aware of the almost revolutionary changes
that had already occurred in the field of medicine and medical care, devolving
from the developments in 1880, 1890, the turn of the century, and that for
some years there had been a considerable lag in the development of medical
education and training in this country. From the turn of the century until
World War I many of the people who wanted a good education and training in
medicine had been going to Europe--to Britain, to Scotiand, to France, to
Germany, to Austria-Hungary, to Italy-—countries which had made much more
extensive application of the developments in the underlying sciences in
medicine. In this country in the early 1900s many of our medical schools were
really a disgrace. There were very large numbers of them, many of them were
little more than diploma mills supported principally by fees charged to
students to pay local practitioners who acted as the preceptors or teachers.
A revolution in the field of medical education had come about beginning in
1910 with the publication of the Flexner report. There were a few medical
schools that were of very high grade: the Harvard school, Hopkins, Michigan,

and a few others, but you could count them on the fingers your two hands.

The Flexner report had provided the evidence of the sad state of the
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medical schools in this country, principally those that were not university
affilitated, and presented a picture that was so very bad that it led very
quickly to the closing out of a large proportion of the proprietary medical
schools and their replacement by university supported or affiliated schools,
and so on. They began to have full-time faculties or faculties that were
drawn from such really qualified specialists as we had in this country.
Quickly within two, three, four, or five years the picture changed and we
began to have a growing number of medical schools that were really qualified
to teach what was potentially available in the medical sciences and the
medical arts. This led to the rapid development of specialization because the
people who now began to be the teachers in medicine were well aware that they
were no longer competent to have great knowledge and familiarity with the
whole broad spectrum of what was then modern medicine and they began to teach
in specialty fields. Rapidly our medical schools began to create a growing
number of specialists to the derogation of the family physician and the
general practitioner.

This was begun soon after the Flexner réport of 1910 and went very rapidly
until, say, 1918, when we became involved in the World War. Then there was an
interlude during which not much new happened, but directly after the end of
World War I the progressive development was resumed with very great rapidify.
The further development of specialization came very vrapidly. With
specialization came fractionation in medical care, and increasing costs, and a
prospective very rapid change in the functions of the hospital which
previously had been of only limited importance, shall I say, in dealing with
the problems of medical care before the rapid increase of specialization.

So, between 1920 and the next half a dozen years tremendously rapid
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changes were occurring in the field of medical care, with the outlook that it
would continue toward increasing concentration on specialists and simultaneous
neglect of overall general care, or coordinated care, family care. This was

happening nearly everywhere except perhaps in small towns and rural areas in

the United States. By 1925 or 1926 a number of people began to be concerned:
Where was all this going? What was the end point toward which it would move
in a decade or two ahead? Also they were concerned that the increasing costs
- of highly specialized physician care, the increasingly complex and expensive
hospital care...there was a danger that trends were creating increasingly high
barriers against the receipt of medical care by the bulk of the population.
These concerned people--like Winslow, Michael Davis, Walton Hamilton,
Victor Vaughan of Michigan, I forget all the names. Some of these people
began to hold meetings and talk about their concerns and their fears. They
would meet at annual meetings of the AMA, .the APHA, or some other
associations. They thought the time had come when we should have a general
assessment of where we were in the United States at that time and where we
were going, if the going is--as appeared~-undirected, where it should be
going, and what parts should be directed. Out of those meetings emerged a
fifty-person committee in 1927, The focus was on the economics of the
problems, but that was only a focus of convenience. They had a very broad
perspective in mind for the studies. They found a number of foundations were
interested in supporting this effort. But recognizing the complexity of what
might be undertaken, they were sensible in foreseeing that they needed several
years for the studies they contemplated. From those discussions emerged the

Committee on the Cost of Medical Care and a five~year program of studies to

assess what resources we had, and how they were being utilized and by whom,
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what the outlooks were for the personnel needs of the future, and the
economics of the problems, the dynamics, the organizational problems, et
cetera.

The committee outlined a program with a commitment for a five year program
of studies, not an action program but a survey, an assessment, and such
counsels as might emerge from these studies. It was organized by bringing
together approximately fifty people in public health, private practice of
medicine, dinstitutions and special interests such as the hospitals and
clinics, ancillary aspects of medical care, pharmacy, teaching in the areas of
economics and sociology. Then there were a number of people representing the
public interest. Practically all of them were very well known, distinguished
leaders in their areas and fields.

They were organized as a formal committee with Ray Lyman Wilbur, a former
president of the AMA who had been Professor of Surgery and Dean of the medical
school at Stanford, and who became president of Stanford, as chairman.
Winslow was Chairman of the Executive Committee which included eight members,
three of them named by the AMA from its top leadership. 1In addition to
Winslow, Haven Emerson, Professor of Public Health at Columbia, George
Follansbee, chairman of the Judicial Council of the AMA, Walton Hamilton,
Professor of Economics in the law faculty of Yale, Walter Bower and Walter
Steiner, distinguished physicians in Massachusetts and Connecticut, Michael
Davis, a medical sociologist and economist, and Mrs. William K. Draper, a
public member.

The membership in general was about fifty persons. They assembled a
research staff. A good deal of this was a development generated by Harry

Moore who had been a public health economist in the Public Health Service. He



-20~
really was the sparkplug in the development of this program. They laid out a
very extensive program of studies of the existing resources and their apparent
adequacy, their organizational pattern in medical care in private practice and
in the public sector, the institutional aspect, et cetera, et cetera.

They planned a whole series of studies to find how medicine was being
practiced, whom it was reaching and serving, whom it was not reaching and not
serving, the costs involved, the sources of the funds, et cetera. Of the
extensive series of studies planned, some were library studies, many of them
were field studies, including extensive surveys of practices by the providers
of health and medical services and utilization and financing by consumers.
The most extensive study up to that time, a "longitudinal” household interview
study was undertaken and was going to take a lot of money, a lot of staff, and
five years. So this comprehensive program was laid out with collaborating
studies by other agencies: the PHS, the AMA, the ADA, the Milbank Memorial
Fund, the Julius Rosenwald Foundation, the National Bureau of Economic
Research, etc.

But, as I remarked earlier, the staff studies went rather slowly. 'Some of
them went very poorly in that though good underlying work was done every study
before it was to be made public was extensively reviewed not only by the
executive committee (which met monthly or nearly every month of the year) but
also by the whole committee of fifty members. All kinds of controversies and
differences developed. There were some long delays in resolving the
problems. A stiff-necked position by some member of the committee or by some
staff member complicated the inherent difficulties and the directoral function
was not very effective in finding ways of facing the issues while also being

tactful as well as constructive in the draft reports. I won't take time to
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elaborate on that.

When I joined to take charge of the research program and staff at the end
of 1929, two and a half years of the five years were gone. One or two or
three publications had been issued other than the program of the committee.
Five or six other studies that were more or less completed were in the
doldrums. A half a dozen more studies to which the committee was committed
were either in an early stage of gestation or had not even been started.

Through 1930, '31, we made a great deal of progress. We got the study
program on a clearer and better track. We repeated a number of the studies
that had been bogged down for need of additional or updated information, some
delayed by editorial shortcomings, etc. and began to publish our reports on a
regular schedule. The executive committee, as I mentioned earlier, met nearly
monthly through the year. The full committee twice a year and gave very
intense attention to the reports which were circulated to them in draft form;
and to their involvement with the staff, and so on. It was a very carefully
patterned program so that the committee was not just a showpiece or window
dressing; it was a very extensively, actively involved organization. The
executive committee gave an endless amount of time to the reports and meetings.

In early 1932 the study program was sufficiently well enough along so that
it was likely that we could complete the agreed upon program of studies which
had undergone some changes in the course of the preceding four years but in
general had adhered to the planned undertakings. The committee could see that
it was going to complete its study program substantially on time. Twenty-six
major reports had been published, or were in press, or being readied for
publication, and the staff Summary Report (to be released as Publication No.

27) was well along toward completion. The magnitude of the U.S.A. costs had
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been established -- their characteristics, impacts, causes, financing, etc.,
and their significance for prevention of disease, diagnosis, treatment, the
providers involved, etc., a veritable library of information -- a basis for
planning. (In passing, I might point out that the current system of medical
care costs in the USA, now published regularly by the federal agencies, uses
the CCMC total expenditure figures as of 1929 as the benchmark for the
national data.)

With the technical and field studies completed or approaching completion,
the committee had to begin to give thought to what the committee would want to
say about the results of this very extensive undertaking which had involved
about a million dollars (a tremendous amount of money for that kind of
undertaking in those years) and the significance of those results for the
prospective medical care scene. Commitments had been given to about eight
foundations that had made contributions and to ten, fifteen, or twenty
professional and related associations that had collaborated with the committee
in the performance of collateral studies and the publication of many reports.
The committee decided that it had to produce its own report, assessing the
findings from its studies and deciding what it would choose to do in the way
of interpretation, and, whether or not to come up with recommendations for the
future.

There were some mistakes made in the first attempts to have a committee
report drafted for it. That's not of any consequence because it had no
significance for the outcome. Finally, the committee undertook to draft its
own report, with such assistance from the staff as it wished to have. Through
their executive machinery they appointed a subcommittee of their own

membership to act as a drafting committee and it proceeded to draft reports,
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and feed out the drafts to the other members of the executive committee and at

a subsequent point to the members of the full committee.

When the report did begin to take form in the middle of 1932, it was very
clear that there were four or five major conclusions that had emerged, as the
committee saw it, from the studies they had conducted and which needed to play
the role of foundations for recommendations that they decided they would want
to make. The draft reports began to become summarizations, interpretations,
of the findings and their estimates of the significance of these findings for
the current scene, for the prospective scene, and for the formulation of
recommendations.

The drafting committee came up with a report which was to become "Medical
Care for the American People, the Final Report of the Committee on the Costs
of Medical Care."

Here is a copy of "The Final Report of the Committee on the Costs of
Medical Care.” A plural had come into that underscored word about midway in
the course of the program because some of the physician members of the
committee thought that, unfairly, the public was beginning to think this was a
study of physicians and physician practices and cost and the criticisms that
were taking form seemed to be criticisms of the doctor and the costs of his
services. Various proposals were made to change the title of the committee,
to make clear that this was a much broader undertaking than just looking at
the private practitioners of medicine. After considering various
alternatives, they made only one change; they added an "s" on the word
"Cost.” So it began as the Committee on the Cost of Medical Care and ended as
the Committee on the Costs of Medical Care.

The committee came up in the draft that was produced with five major
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recommendations and an extensive text surrounding each one, and considering
many apects of each recommendation. Of these five recommendations, two
received specially intemsive attention and precipitated serious controversy.
The first and most important recommendation was that the fragmentation of
medicine -- its most inchoate structure, with the outlook for increasing
specialization and fractionation and the rapid disappearance of the family
physician, the general practitioner, and all the consequences that come from
those developments -- dictated the need that inm the future good medical care
should become available through organized group practice, which would involve
the genmeralists, the specialists and the ancillary supporting services in an
\

organized, sensible, and related form, and preferably hospital based and
regionally organized.

The other was the recommendation that, for the future, the costs of
medical care should be met by groups of people over periods of time, a group
payment concept, which seems like old hat to us today but it was not old hat
in 1932. It was based on the extemnsive committee studies which showed the
variable amnd unforeseeable, and, for the individual family, the unbudgetable
nature of medical care costs but which are foreseeable and budgetable for
large groups of people-group payment.

In many respects, were the major recommendations as subsequent
consequences were to indicate that the future of medical care should be based
on group practice for the availability, the delivery, the provision of care
and its availability to the public; and group payment, whether by imsurance or
taxation or a combination of them, should be the main financial support for
the future of medical care.

There were three other major recommendations. One was on the



-25=-

strengthening of professional and technical education. Another was for the
strengthening of public health in community activities. A fifth was on the
coordination of these various types of developments that could be
anticipated--they were quite sure to play an important role in the future in
the development of medical care and which the committee thought were vital to
the sensible development of the availabiity of medical care for the population
for its appropriate and effective financial support, and for the effective
availability and delivery of the service, personal as well as communitywide
for the population as a whole.

The committee in general believed that these developments should come
about primarily on a voluntary basis. There was some difference of opinion in
the committee on that. Some members thought that, particularly group payment,
should be open to voluntary insurance and to compulsory insurance depending
upon how communities would choose in the future. They were a minority of the
committee that reported reservations to the report and they were content to
footnote their reservations.

There was a point here where the relations between the private sector and
the public sector were involved that I should have brought up earlier. One
has to keep in mind that 1925, 1926, 1927 when the committee came into being,
medical care, personal health care, and, in general, community health care
were primarily functions within the states, with only limited responsibilities
and performances for the federal government in these fields. (The U.S. Public
Health Service controlled at the borders the danger of the introduction of
infectious diseases, plagues of various kinds; there were the problems of
interstate commerce; there were the mneeds of the wards of the federal

government--the armed services, the Indians, the District of Columbia, the
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longshoremen, the harbor workers, and so on.) But in general this was a field
for the states and their "police powers” rather than for the federal
government. So, in general, the field of community health was in the hands of
the state and 1local governmental agencies, supplemented by the various
voluntary agencies in the public health and related fields. Personal health
care, in general, was in the private sector and not in the public
sector-—except for a few marginal situations like dealing with tuberculosis
and mental disease, certain limited undertakings of immunizations and so on,
they were in the public sector, but they were the exceptions.

This period in the late 1920s was seemingly, one of great prosperity. The
United States was flying toward the highest level of economic affluence and
prosperity that it had ever known. It was a period in which there were very
strong commitments in a broad spectrum of the population for reliance on
voluntarism; people would do things for themselves. Except for the formal
field of public health, otherwise it was not primarily the concern of
government; it was primarily a concern of people in their private lives and in
the private sectors of their lives. Yet it was not surprising that these
recommendations, except for where public health was concerned and some
recognition of the role of government in providing supports for the
availability not only of community health but of personal health for the very
poor, was not the responsibility of government. I would emphasize that the
recommendations were primarily on what needed to be done toward the future of
medical care through voluntary activities.

A few members of the committee disagreed. They said the committee should

have stood neutral on voluntary versus governmental activity. They,

nevertheless, went along with the majority but their views were noted in
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procedurally agreed upon footnotes in the reports.

The committee's draft report was circulated and studied and discussed. At
a general meeting of the committee it very soon developed that a minority of
the fifty members of the committee disagreed very strongly with large portions
of those recommendations, principally on group practice as the medium for the
availability and provision of medical care, and on group payment for
financing. Group practice they regarded as a threat to the independence and
the sovereignty of professional people to make their own decisions how they
wanted to pursue their careers, how they wanted to practice; group payment was
a threatened challenge to the persistence of the fee-for-service as a
principal means of payment for medical care. There were other disputes.

Nine members (eight of them M.D.s) elected to dissent on those two
recommendations as well as in limited degrees on others. They wrote an
independent report which became Minority Report #l. Their dissent was mainly
that the future of medical practice should be left to the medical profession
to plan, to guide, to control. They did not want dilution of their
opportunities and their responsibilities through the participation of lay
people. They took very strong positions against the potential intrusions of
governmental groups and agencies in influencing or determining the
organization of provision of medical care. They took strong exception to the
group payment recommendation unless group payment remained voluntary, was
elected by the profession and remained under the control of the profession
through its medical societies, and there were other objections. 1In general,
this was sounding off the position of the medical profession at that time, as
they thought they represented it to preserve the sovereignty--not merely the

independence but the sovereignty--of the medical profession in the field of
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personal health care. By inference this would extend from the physicians to
the nature, the roles, the functions, the performances of the hospitals and
their ancillary facilities,

There was another minority report (No, 2) written by two dentist members
of the committee, I won't spend much time on that because they weren't of one
mind, they weren't sure of where they stood and they wanted to be on both
sides of the issues,

There was another major report, called a "Statement” written by Walton
Hamilton, which I thought was the best economic statement on medical care that
had been written up to that point by anybody. He felt the committee had
failed to meet its primary obligation because it had made too many compromises
in the development of its major recommendations and in the development of the
supports of their recommendations. Then there was also a personal statement
by Edgar Sydenstricker in which, in effect, he took the same position as
Walton Hamilton but did not spell it out.

The majority report, as the formal report of the committee, had the
support of a majority of the physicians who were on the committee. The
physicians who signed the Minority Report No. 1 were a minority of the total
physicians of the committee. That's a point that has not always been clearly
understood,

The majority report and the minority reports were released on October 31,
1932 at an important series of meetings at the New York Academy of Medicine.

When the report was released that day at the New York Academy of Medicine
there was consternation because on the table laid out for the press, there was
also a preprint of an editorial which was to be released and to be published

in the Journal of the AMA, prepared by the then editor, Dr. Morris Fishbein,
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in which he damned the majority report of the committee from here to kingdom
come. He referred to it in blistering terms and he used the phrase which
became famous, or infamous should I say, that on the one hand it lined up the
foundations and what today we would call the dogooders, and on the other side
were the solid people in the profession of medicine. And the report and its
recommendations were: “Socialism and Communism, inciting to revolution.”

That was the outcome. As I say, there was a consternation, and, in a sense,
the ceiling fell in October 31, 1932,

The plans that had been considered for a followup organization to
publicize the recommendations, to serve to explain them, to assist groups in
society to make use of the twenty-seven reports and this final report (which
was Report #28) —-- when this schismatic result appeared in October 1932 all
that went down the drain because the AMA called a special meeting of its House
of Delegates which formally endorsed the principal minority report.

The consequence was disastrous for the whole field of medical care because
at that time there was no major group of force in the United States that could
play a countervailing role to the prestigious American Medical Association and
its House of Delegates. They were damning the recommendations of a majority
of the committee and endorsing the potential monopolistic position of the
medical profession to the exclusion of practically everybody else for the
future development of health and medical care services in the United States.
This was a time when the labor union movement, the AFL, was not interested in
developments in this field. The labor union members on the committee in
general were cool to it., There were no consumer representative agencies of
sufficient moment to play a consequential role. The idea then of following up

the report of the majority of the committee was dissolved and nothing came of
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it.

The phrase I was hunting for a 1little while ago in Dr. Fishbein's
editorial he consigned the majority report to "innocuous desuetude.” So it
came about, as ordered from 535 N. Dearborn Street in Chicago-—except for one
important factor. The committee had begun its work in 1927 when the country
was rising toward what I cited earlier as the highest level of economic
comfort and affluence that it had ever known in its history. Beginning with
October 1929 when the stock market first began to break and crashed, and later
by the time October 1932 had come about the country was plunging toward the
worst economic depression of all recent times. Thus, the committee's work had
started in 1927 on the upcurve toward prosperity and great economic resources,
but it had ended in late '32 when the country's economy was winding toward a
nearly total halt. The "innocuous desuetude” could not be accepted by a
nation that was finding itself in very grievous circumstances.

November 1932 had been an election year. Franklin Delano Roosevelt,
governor of New York, had been elected President and in March 1933 he was
going to take office as President. About that time the banking system was
practically at a standstill, Commerce, business, industry, and manufacturing,
if not closed down were barely keeping going. Unemployment was rising at a
rate which had been shocking all through 1930-31 and into 1932. The economy
of the nation was in very serious straits. The states were unable to deal
with the economic situation. Voluntary agencies were utterly incapable of
dealing with the problems of the magnitude with which the nation was
confronted; and concerns and approaches and hopes moved to Washingon. The
unemployment rate had gone up from traditional levels of four, five, or six

percent to the official figures of fifteen or twenty percent, and I didn't
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know anybody who believed the rates were that low. They were very much higher
than that in many communities; whole communities had come to a near standstill.

I was making the point that the committee had started in a period of
rising affluence and ended in a period of deep and grave and threatening
economic depression. The public had to turn to Washington for assistance of
one kind and another to recapture the activity in the economy. The focus was
on Washington. The Roosevelt administration and the Congress quickly
developed a wide variety, indeed a broad spectrum, of emergency measures to
deal with the emergency situation -- to assist the banking system to make
funds available to commerce and industry, to support many kinds of activities
that were in very serious difficulty and to find ways of making jobs available
for people while trying to avoid the conflict with those who said, "Make jobs
available but not in my field because we want my field reserved so that as the
economy begins to pick up again, my company, my industry, my activity will
have a second economic opportunity.”

This was one of the very grave difficulties in the field of emergency
measures. There were a number of programs developed that made jobs for people
but some of them didn't command much respect because they were “"made” jobs.
There were additions to the Federal Emergency Relief Administration (FERA) the
Civil Works Administration (CWA), The Works Progress Administration, (WPA) and
the Public Works Administration (PWA) which was expected to build public
buildings (which was very slow in getting under way because of inherent
difficulties), and other emergency measures.

These developments extended into the field of medical care. The
physicians of America had millions of patients they were serving who were

without adequate means of paying for it. So physicians were in difficulty in
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maintaining their offices. Many of the hospitgls of the country didn't know
whether they would be able to open their doors next month. They couldn't meet
their bills. People needed the services but couldn't pay for them. Remember

this was a time when private insurance was voluntary insurance and was in its

infancy. The number of people who had any kind of health insurance was

relatively miniscule. The Purchase of Medical Care Through Fixed Periodic

Payment by Pierce Williams, a collaborating study published by the National
Bureau of Economic Research, gave the numbers. It was important in particular
kinds of outlying areas: mining, forestry, railroads, public utilities, but
it was not yet for the general public. The voluntary health insurance
movement that we came to know later on had just barely begun to exist, but it
had not yet become pervasive.

Through the emergency programs the federal government provided some
assistance, provided the funds especially through the FERA, for almost every
aspect of personal health care except hospital care. (There was a reluctance
to become involved with the hospitals.) At any rate without getting into the
details of that period; the emergency measures made an important contribution
toward getting the economy in motion again, or more effectively in motion, and
in meeting many of the needs. This began soon after the President took office
in March 1933. By 1934 these programs were going more or less well, with some
lagging here and there and particularly in Public Works Administration.

About that time President Roosevelt decided he could relax a little about
emergency measures, but he felt he should begin to tackle the problem in this
country that, against another contingent, economic depression of this kind, we
should not have to depend on emergency measures, emergency programs, difficult

to organize, and less than efficient or effective in practive. This led him
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and Harry Hopkins, who was a very close advisor of his, and a number of
members of the President's cabinet who were knowledgeable about these matters
to consider that the time had come for the United States to develop long-term,
non-emergency measures for provision against economic adversity: the U.S.A.
should do what other countries in Western Europe particularly, had undertaken
ten, twenty, thirty, forty years ago to develop what had come to be known as
social insurance for organized, systematic provisions against economic
adversity, particularly those measures that deal with the risks that people in
monetary economics have to live with, have to confront, in event of economic
downturn.

By mid-1934 the President issued an executive order creating a cabinet
level committee, the Committee on Economic Security, and directed it to
explore more or less permanent measures to deal with the risks of economic
insecurity, including the risks of loss of income arising out of illness and
the costs of medical care. The cabinet committee was created near the end of
June '34, and it went to work to produce a program for the President and the
Congress. A comprehensive structure was created from among govermment people
best prepared to participate, and from bringing in many nongovernment people
who were knowledgeable about the problems that were going to have to be
confronted by the cabinet level committee.

With respect to the field of health -- public health, personal health
care, medical care, disability and the risks and losses and the economic
burdens arising out of illness——two of us were asked to become members of the
Cabinet Committee staff. Edgar Sydenstricker, who was chief of research at
the Milbank Memorial Fund, with which I had been working between the end of

the CCMC and this period, was asked to take charge for the staff of the
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Cabinet Committee for the studies and whatever recommendations might emerge
with respect to health and disability problems. He accepted on condition that
I would join him. I did. So he and I were the primary staff members for

these studies and program developments.

Associated with us, with the Cabinet Committee's approval, were a number
of other persons, some from the public health field (e.g., Ira Hancock, Frank
Walker, Tom Parran), some from medical economics, (Michael M. Davis, Nathan
Sinai) and R.J. Leland, Chief, and A.M. Simons, associate from the Bureau of
Medical Economics of the American Medical Association, etc. And we went to
work on these problems of health and disability.

The cabinet Committee had advisory committees for the overall structure of
the program, functioning directly under the Committee, and they had a
Technical Board of very distinguished people and a series of actuarial
consultants. On our suggestion because of the complexity of the public
relations involved and the complexity of the technical problems, the Cabinet
Committee set up a medical advisory committee with representatives from the
various aspects of the medical profession, a public health advisory committee,
a hospital advisory board, a dental advisory committee. Collaterally because
of the proposals that were coming up in maternal and child health and welfare
and related subjects, on recommendation from the people in the field, there
was a committee on child welfare, a nursing advisory committee and so on.

So, as we were developing analyses and proposals we met with these various
councils and committees and tried out our ideas. We had extensive discussions
with them and some considerable disputes, particularly with the medical
advisory committee whose members had been selected to represent the various

fields of interest including top drawer people from the AMA and related
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organizations, some of the specialty societies.

That was a very smart idea for public relations but it was a stupid idea
for the purpose of getting the job done because there were utterly
irreconcilable elements in the medical advisory committee. The outlook for
getting any consensus was nil. Also, some of the committee members didn't
play fair with us although 1t had been agreed that we would be working in
camera until the time came for approved and agreed releases that the
negotiations would be held on a confidential basis, the AMA people immediately
broke that promise and began releasing the intramural discussions. This meant
floods of telegrams and letters pouring in on the White House, on the members
of the Cabinet Committee and on the chairmen and members of the Congressional
committees that were going to have jurisdiction. This led to a complex and
very uncomfortable situation.

At any rate we proceeded with the studies with the help of our ancillary
staff, some of whom came directly from the AMA and the AHA and acted fairly.
I wasn't referring to them; it was the members of the advisory councils and
advisory committees who played games.

We proceeded to develop a program for federal support for a federal-state
system of health services availability (I hesitate to say health insurance
because latitudes would be given to the states as to what kinds of programs
they might prefer or might want to enact) in addition to proposals for
strengthening the public health services, federal and federal-state, and then
the programs for disability insurance. We had to recognize that if you were
proposing developments in the field of insurance you had to be aware of the
interrelations among the insurances for the different risks. So when it

looked as though the o0ld age insurance was going to have to be a national
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system, that the unemployment insurance and the public assistance provisions
would have to be federal-state systems, the question was: What latitudes,
what freedoms do we have in choosing how to deal with health and disability
proposals? We had to come up with some conditioned proposals, depending on
how some of our collateral groups were proceeding on the various other risks.
We used to meet together and discuss them and deal with them as best we could.

When we came up with the proposal for. a federal-state program in the
health field, two things happened to us that were very significant. One is
that we caught hell from the AMA and various other groups that didn't want any
such thing as "government intrusion" in medical care; and we caught hell from
the labor union people‘who didn't want any such thing saying, "You are going
to come up with a program that will depend on state benefits, state insurance
programs, you give them choices and so on. We, the labor union people, are
going to have to fight these battles out in forty-eight different states. We
don't want any of that. We want a straight national system."

On the other hand there were other national groups that said, "A national
system in the health field! You are out of your minds. This is not for money
payments, this is for service provisions. Service provisions have to be
geared to the local scene, and local control, and local options."

We were on the horns of a dilemma. We had to opt for something so we
developed a program on a federal-state basis, despite that some of our
strongest potential supporters weren't going to like it.

When the Economic Security (later to be known as Social Security) bill was
going into Congress with the various recommendations, the fact that in one
session, 702 if 1 remember correctly, it was authorizing the prospective

Social Security Board that was going to be created to continue further studies
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in this, that, and in health insurance. Those three or four words tucked in
at the end precipitated so many telegrams and so many telephone calls, and so
much pressure from the medical world, obviously carefully orchestrated, that
the chairmen of the House committee and the Senate committees really were so
plagued by the opposition from the medical world that they said, "Look take
your whole economic security bill away, we want no part of it,"” or words to
that effect.

Secretary of Labor, Frances Perkins, as chairman of the Cabinet Committee,
became frightened that the whole economic security program, as it was being
called, would go down the drain because of the dispute about a prospective
health insurance. So the matter was taken up by the President and he decided
to take advantage of the fact that our medical advisory committee had asked
for more time to study what Edgar Sydenstricker and I had put before them as
our health program proposals. The President approved that delay. A draft of
guidelines was given to Congress in a preliminary report; but our definitive
reports on the health insurance proposals never were submitted to Congress;
and by agreeing to moderate a few words in the bill bearing on further health
insurance studies matters quieted down. The President through his personal
physician, Doctor Ross McIntire, and through various influential physicians
who were seeing him or Mrs. Roosevelt, were told that the health insurance
proposals were being deferred and would be taken up after the other major
aspects of the bill were out of the way. Frances Perkins had been afraid for
her major interest, which was unemployment insurance, and the President was
afraid for his major interest, which was o0ld age benefits. Of course the
Townsend movement-—urging money give—aways to older persons—-was threatening

the whole Economic Security program in Congress., So the health insurance
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program was deferred and did not see the light of day, until some years later.

The excuse was given that the health insurance studies had not been
carried to the point that a bill was ready for submittal to Congress, which
was partly but not quite true.

The public health recommendations did go to Congress, they were enacted as
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