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MANNIX:

I was born here in Cleveland June 4, 1902. When I finished high school, I
took a position at Mount Sinai Hospital in Cleveland. Frank E. Chapman was
hospital administrator there at that time. He tended to take me under his
wing. He was one of the few business~oriented people serving as a hospital
executive, although I was not at all aware of this at the time.

In the 1920s the larger hospitals of 300 beds or more were generally
administered by doctors of medicine who for one reason or another had given up
the practice of medicine. Many of the medium~sized hospitals of 100 to 300
beds were religious hospitals. If they were Catholic hospitals, they were
administered by Catholic sisters. The Protestant hospitals were often
administered by ministers. The smaller hospitals of 100 beds or less were,
for the most part, administered by nurses. I am generalizing, but it is
surprising in looking back on it later, how true that was.

I worked at Mount Sinai a couple months during the summer and then told
Frank Chapman I was going back to school. He éaid, "I want to talk to you
about that."

He was a very persuasive man. He called me into his office and talked to

me about a career in hospital administration. As far as I was concerned,
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hospitals were operated by doctors, sisters, ministers and nurses —- and he
was the very, very rare exception. I felt the future of hospital
administration was in the hands of physicians. I also felt that anyone other
than a physician without a knowledge of medicine would not have much success
in the long run in hospital administration. Incidentally, I continued to feel
that way until World War II, which I will discuss later. This situation, in
my opinion, changed in World War II.

I finally agreed that I would stay at Mount Sinai one more year. I felt
that if I still wanted to go to college then, I would not have lost much time
by this trial. I stayed another year, and although I was only 18 at that
time, I moved from one position to another at Mount Sinai. I actually did
some work in most every department. This type of exposure is not possible in
a hospital today. By the time another year rolled around, I had the title of
supervisor of services. Today we would call it vice president of the hospital

in terms of duties I was responsible for.

HOSPITAL PRICING — INCLUSIVE RATES

During the part of the first year I worked in the accounting department.
I had no previous knowledge of accounting, but I have always had a natural
mathematical bent. I had observed that the concern about the cost of hospital
care was generally regarding the cost of the ancillary services. A patient at
that time would occupy a private room for five dollars a day for ten days and
expect to get a bill for $50, but get .a bill for $100 because there would be
operating room, x-ray, laboratory, drug, and other ancillary services. Very

often, particularly with laboratory and drugs, the patients did not even know
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they had had these services. Next, I observed that two-thirds of the hospital
income was coming from the room rate rather than from all the ancillary
services. There would be one charge for the room rate and ten or twelve
others for the ancillary services. So, there would be one charge for the room
rate and ten or twelve others for the extras.

I decided that this did not make any sense, that we should raise the daily
service charge and eliminate a lot of these extra charges. I did a lot of
work on this to demonstrate the facts and then talked to Frank Chapman about
it I proposed, to begin with, to eliminate the charges for x-ray and
laboratory services and increase the daily service charge. The pathologist
was on a salary basis and therefore he was not concerned about this. However,
the radiologist received a percentage of the fees, and he did not want any
change.

In late 1923, we eliminated the laboratory charges and increased the room
rate. The laboratory income was averaging about 35¢ a patient day. We raised
the room rate service charge 50¢ a day and eliminated the laboratory charge.
This was a very simple thing in 1itself, but it led to many other
considerations. I realized the potential here and started talking about an
all-inclusive rate system of having a single daily rate for all hospital
services eliminating all ancillary charges. At first, I did not quite know
how to go about this because of the great variety of services the patients
received. I finally decided that we should do this for patients with a couple

of typical diagnoses.

ELYRIA - 1926-1930

While I was working on this in May 1926, I had a call late one Saturday



-

at home from Chapman. He asked me if I could come out to his home that
evening. I kept the appointment wondering what I had dome wrong. This was
prior to my twenty-fourth birthday, by the way. He wanted to know how I would
like to run a hospital. I could not believe I was hearing this. He told me
that Elyria Memorial Hospital, twenty-five miles west of Cleveland, had a
medical administrator who was leaving to become administrator of a hospital in
Chicago, and they wanted a new administrator. They had contacted Chapman, who
had done consulting for them. He wished to recommend me for this position. I
was actually scared to death to take on this respomsibility, but I went out
and talked to the board of trustees and was employed. I became the
administrator of Elyria Memorial Hospital in June 1926.

I wish to come back now to this inclusive rate idea. One of the early
things I did in Elyria was to decide that for two typical diagnoses we would
have one rate for the complete stay of the patient. I chose the two most
frequent diagnoses: maternity care and tonsillectomies. 1 established one
rate, incidentally it happened to be $55 for ten days of maternity care
including the care of the mother and the 1infant, delivery room, and
anesthesia. The tonsillectomy rate was $15; this included all necessary
services for one day of care.

I realized that I was taking the charges for extras and dividing them up
equally among all people who were hospitalized and that I could extend this to

all patients regardless of diagnosis.

UNIVERSITY HOSPITALS - CLEVELAND - 1930-1936

Four years later, in 1930, Frank Chapman became the administrator of
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University Hospitals in Cleveland. This, incidentally, was one of the first
multi-hospital systems in the country. University Hospitals included Lakeside
Hospital, which was a medical and surgical unit; Maternity Hospital, which was
a maternity hospital; Babies and Children's Hospital, which was a pediatric
institution; and Rainbow Hospital, which was a convalescent children's
hospital. Lakeside, Maternity, and Babies and Children's were all located in
different parts of the city, although they all had affiliations with the
Western Reserve medical school. New buildings were built on the university
campus. We talk about multi-hospital systems in the 1970s and 1980s -- this
really was a multi-hospital system. Chapman became the administrator. He
called me and invited me to become his associate, which I did in July 1930.

In July 1932, I established a complete inclusive rate system at University
Hospitals, eliminating all charges for ancillary services. We had one rate
system which varied only by the type of accommodation, whether it was a
private room, semi-private, or ward accommodation. To begin with, we offered
the patients the choice of the day rate plus extras or the inclusive rate. It
is very interesting that 92 percent of all patients from the first month chose
the inclusive rate. This system was in effect at University Hospitals for
close to 50 years, although they made some changes in this about two years ago.

In this process, I realized that I was taking the cost of all extra
services and dividing it among all persons hospitalized regardless of the use
of these services by the individual patient. It occurred to me while I was
still in Elyria that I could carry the law of averages two steps further.

Instead of just taking the day rate plus extras and dividing it among people
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hospitalized, I could take the day rate plus extras and divide it among all
people, whether they were hospitalized or not. This is the Blue Cross of
today.

Incidentally, with that point I thought I had an entirely new idea for
financing hospital care on a periodic payment plan basis. Since that time I
discovered that the history of health insurance goes back to the seventeenth
century.

I attempted to establish a prepayment plan for hospital care in Elyria in
1929. 1 had all of the details of this worked out and presented it to the
board of trustees of Elyria Memorial Hospital in November 1929. They decided
to delay this temporarily because of the stock market collapse in October of
that year.

Six months later when I returned to Cleveland, I again attempted to
develop a program for prepayment of care. I was only twenty-eight then and
got the reaction from hospital administrators and physicians that this John
Mannix was a nice young fellow, but he had a wild idea about financing
hospital care, so don't get him on that subject! The interesting part of this
is that when we started the prepayment program in Cleveland in June 1934, I
was considered by some as a Communist out to socialize medicine. The detail

of this is most interesting.

EARLY HEALTH INSURANCE PROPOSALS

WEEKS:
Did Ohio enter into the American Association of Labor Legislation model

bill that they were trying to get through state legislatures for compulsory
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health insurance? It must have been about that time, wasn't it?
MANNIX:

That actually occurred before World War I, roughly between 1913 and 1918.
I got into the health field in 1921, but it wasn't until some years later that
I heard about that. Before World War I, I was only fifteen and this type of
activity had no interest for me. One of the interesting aspects of this early
movement was that many of the leaders in medicine were much interested in the
proposed legislation, including Dr. S. S. Goldwater of New York, who had been
the City Health Commissionmer in New York City and later became the head of
Mount Sinai Hospital in New York and still later president of Blue Cross in
New York City. There were many other health leaders interested in this, but
this interest prior to World War I seemed to be forgotten during the war
period.

There was one other interesting historical situation that I learned of
later. I believe it was in 1919 that the House of Delegates of the American
Medical Association passed a resolution advocating national health insurance.
Very reputable physicians supported this.

The attitude of the AMA House of Delegates later changed. In 1922 the
House of Delegates rescinded the 1919 action. There 1s some reason to
believe-~this is historically interesting--that the young doctors coming back
from the war opposed the earlier action and had it rescinded. It seems that
it was the older physicians who were liberal at that point and the younger
physicians who were more comservative, which is just the opposite of what is
normally true.

The American Medical Association continued to be opposed to national

health insurance for many years following that.
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There is one other piece of history that is important. In 1928, a
Committee on the Cost qf Medical Care was established. Rufus Rorem was a
member of the staff. It was financed by foundations. They wultimately
published twenty-eight volumes; the final volume was published in 1932. This
covered the recommendations of the committee, including among other things
experimentation with prepayment for hospital care. There was a minority

report of physicians which opposed this.

EARLY BLUE CROSS - 1934

One of the strong members of the Committee on the Cost of Medical Care was
Dr. George Follansbee of Cleveland, who also was the surgeon for American
Steel and Wire, a division of U.S. Steel. He supported the minority section
of the report, however, he helped more than any other physician when I became
interested in starting a prepayment program in Cleveland. When I was
developing the program in 1933, I went to Follansbee, who was then chairman of
the Finance Committee of the Cleveland Academy of Medicine. He was a very
much admired progressive physician. He was also chairman of the Judiciary
Committee of the American Medical Association. I told him I would like to
develop an experiment in connection with financing hospital care. I did not
want the Academy of Medicine to approve it, but I hoped they would not oppose
the experiment. The Cleveland Academy of Medicine Board of Directors approved
an experiment in the financing of hospital care on a periodic payment plan
basis with the provision that the principle not be extended to medical care.

The Plan in Cleveland was started and has been very successful. An

interesting aspect to me when I review the history of Blue Cross is that I
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have always thought of seven Plans starting at about the same time: one in
Newark, New Jersey; one in Washington, D.C.; Durham, North Carolina; New
Orleans; the Cleveland Plan; the St. Paul Plan; and the Plan at Sacramento,
California. These Plans were all started within about eighteen months of each
other. While I later got to know all six of the individuals who took the
leaderhip of the Plans, none of us knew each other at that time. That was a
perfect demonstration of an idea whose time had come. I think the report of
the Committee on the Cost of Medical Care accelerated this, but all of us were
working on the idea without any particular knowledge of what the Committee was
doing or what they were likely to recommend. I do not believe that the six
men who were interested in developing the other Plans had any more knowledge
of the earlier history than I did. We all thought we had come up with a new,
logical, and sound idea by independent actions in seven widely separated parts
of the country.

Rufus Rorem was at the Julius Rosenwald Fund at that time. The foundation
decided to make a contribution to the American Hospital Association to support
the development of prepayment. Rufus joined the AHA about 1937. I can
remember very well back in the 1934 to 1936 period when a group of us,
probably not more than ten or twelve people, who were attending the annual
meetings of the AHA and who were interested in this idea of prepayment of
hospital care would get together in a hotel room during the course of the AHA
meeting and talk about what we were doing. This led to the Commission om
Hospital Service Plans.

The Commission was to be a coordinating agency for these Plans. There was
strong opinion that there should be some approval of Plans which met certain

standards. In 1938, I believe,they asked the AHA to set up the approval
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program. It was decided they should have some kind of symbol the approved
Plans could use. E. A. van Steenwyk, who was the executive of the Plan in St.
Paul, had been using-a blue croés on its stationery, however he did not use

' Someone decided, and there apparently is no record of

the term "blue cross.'
who suggested it, that the AHA should adopt the blue cross as a symbol of
approval and superimpose on it the seal of the American Hospital Association.
I cannot find anywhere, although the action was taken in 1938, that anyone
used the term '"blue cross" until about 1942, They had been using the Blue
Cross symbol without actually referring to it as Blue Cross. The original
publications of the American Hospital Association indicate that the first time
the term "Blue Cross" was used in print was about 1942. The switch to the
corporate name of Blue Cross is fairly recent. Many Plans were using the term

Blue Cross in the late 1940s and 1950s but still using their original

corporate name.

CLEVELAND BLUE CROSS

In 1931 and 1932, I attempted to have the hospitals take some official
action here in developing a prepayment plan. I was not making much headway.
However, in November, 1932, and I think only because I continued to press
this, the Cleveland Hospital Council, which was the local association of
hospitals, now known as the Greater Cleveland Hospital Association, decided to
appoint a committee to study the development of a program for the prepayment
of hospital care in Cleveland. As so often happens, as much as I agitated
this, I was appointed chairman. We had a committee of three people. The
other members were Dr. Woods, who was the administrator of St. Luke's

Hospital; and Dr. Rockwood, the administrator of Mount Sinai Hospital, who had
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succeeded Frank Chapman when Chapman went to University Hospitals. The three
of us worked for eighteen months, from November 1932 until June 1934,
establishing the Plan. I had no intent or interest at that point in becoming
connected with Blue Cross as a paid employee. My interest was in hospital
management; I thought of this as my future.

We had the problem of finding an executive for this new organization.
With a large number of Americans out of work during this depression period,
there was no scarcity of applicants. I felt this idea was so new that we
should hire somebody who knew not only something about the hospital and health
field, but someone who had promotional ability.

At that time John McNamara was editor of Modern Hospital magazine. I

recomnended him for this position, which he ultimately accepted, and he was
very successful. In a very short time the Plan became the largest in the
coﬁntry from an enrollment standpoint. From 1934 to 1939, because I was
chairman of the committee that started the Cleveland Plan, I was called upon
by a great many people around the country, mostly hospital people, to help
them with something along these lines. I had some part in starting all the
Ohio Plans; Akron, Youngstown, Toledo, Columbus, and Cincinnati. In every one
of these places, I met with key people at their request. I paid my own
expenses in most cases because I was interested in the idea.

I also met with people in Rochester, Chicago, Des Moines, and Indianapolis
and had some part in the development of those Plans. This was during the time
I was associate administrator at University Hospitals. I did this on a gratis
basis and in most cases paid my own expenses.

I ran into many interesting things in those local meetings. It was not

unusual to have somebody get up in the audience and say 'What are you getting
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out of this?" There was disbelief that someone was just interested in the
idea.

Frank Chapman died in 1931, less than a year after I went to University
Hospitals. I was in a key position there and only twenty-nine at the time.
His death momentarily threw a great responsibility on me at the hospitals.
The board of University Hospitals appointed Robert H. Bishop, M.D. as the
administrator. Dr. Bishop had been the administrator of Lakeside Hospital ten
years previously. He was a son-in-law of Samuel Mather, who financed the
building of Western Reserve medical school and Lakeside Hospital. Bishop
became the hospital administrator, and I continued as his associate from 1932
to 1939.

Bishop, incidentally, was very helpful to me, granting me time to develop
the prepayment idea. He became extremely interested and was willing to grant
me an endless amount of time the 1930s to work with others in this connection.

Bishop was responsible for the development of many very original health
activities in Cleveland. He always insisted on taking a background position;
he never wanted to be out in front on any of these activities. In my opinion,
he believed he was much more effective in the background, and I think this was
true. There are scores of developments in the health field in Cleveland
Bishop originated and saw through which hardly anybody in the town ever

associated with him.

PIONEERING IN CLEVELAND

WEEKS:

As I remember from some of your previous conversations, Cleveland in
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particular and Ohio in general were way ahead of the whole hospital field for
a long time, weren't they?

MANNIX:

Yes, before I entered the hospital field in 1921, there had been a number
of interesting early developments in Cleveland. First of all, the American
Hospital Association was formed here in 1899. It had its first meeting at the
Colonial Hotel, which is just a block from my present office. There were only
eight persons at that first meeting; four of them were Clevelanders. There
were also representatives from Detroit and Pittsburgh at what was when called
the Association of Hospital Superintendents. The name was later changed to
the American Hospital Association. The leader was Dr. James S. Knowles, who
became the first president of AHA (no relation to Dr. John Knowles, by the
way), He was the administrator of Lakeside Hospital, which later became a part
of University Hospitals of Cleveland.

In 1916, the first state association in the country, the Ohio Hospital
Association, was started. The first meeting was held at Cedar Point, which is
a resort west of Cleveland. 1In that same year, a group of Clevelanders
started what they called the Cleveland Hospital Council, which is now the
Greater Cleveland Hospital Association. It was some years before any other
state association was started and still later before any local group of
hospitals started.

I remember my earlier years in the field when the talk around the country
at meetings of the AHA was about things we were doing at the Cleveland
Hospital Council. I hesitated to elaborate because other hospital executives
did not seem to believe that extensive cooperation among hospitals in the

public interest existed in Cleveland. There was a time when the Cleveland
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Hospital Council had a greater full-time staff than the AHA.
WEEKS:

Is this the proper place to bring in your idea about the auto accident
fund?
MANNIX:

We will discuss that later.

One action in Cleveland is interesting in light of the development of
Health Systems Agencies (HSAs). 1In 1919 a study of health facilities in
Cleveland was made by Haven Emerson, who was with the School of Public Health
at Columbia and a book of over 1,000 pages was issued outlining a plan for
hospital facilities in the area. I am quite sure this preceded any other
facilities plan for a metropolitan area by several years. My point here is
that there was a great deal of leadership in the héalth field in the Cleveland
area, particularly in coopefation. between institutions as reflected in the
development of the American Hospital Association, the Ohio Hospital
Association, the Cleveland Hospital Council, and this very early planning
document. This happened thirty years before most people elsewhere started
thinking about planning on a communitywide basis.

You asked about the automobile accident fund. In 1927, I became the
secretary (on a voluntary part-time basis) of the Ohio Hospital Association.
I continued as secretary for five years when I was elected its president.

One of the big problems at that time was payment for care of automobile
accident victims. Hospital patients were very unhappy that they had been in
an automobile accident in the first place. The persons injured felt that the
persons responsible for the accident should pay for it. It was very difficult

to collect at all for this care. I made a study of the cost of caring for
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automobile accident patients in about 1930. This showed an annual cost of
just under $5 million, as I remember it, for all hospitals in the state. I
felt there should be some way of spreading this cost over the people of the
state. I proposed that the cost of this care be paid for out of the motor
vehicle fund, which was a state fund of the automobile license tag fees. I
developed a brochure at that time in which I argued that if the automobile
license fund was used to repair roads which were damaged by automobiles, it
was proper to use that same fund to pay for hospital and medical care of
people who were injured on those same roads. This proved to be a very
effective argument with the legislature, and the motor vehicle accident law
which we originally introduced in 1932 was passed in 1934. This law is still
in effect.

There is another interesting aspect of this that is related. In 1912 the
Ohio Industrial Commission Act was passed in Ohio which provided for care of
workers injured in industrial accidents. This is a fund administered by the
Ohio Industrial Commission, a division of state government. Beginning 1in
1912, hospitals were paid $3 a day for hospital care of injured workers, which
was a reasonable rate in 1912. By 1918 and World War I, costs were running
over $5 a day, and hospitals were taking a loss on the care of industrial
accident cases. The Ohio Hospital Association, after a series of negotiations
with the Ohio Industrial Commission, persuaded the Commission to reimburse
hospitals for the cost of care not to exceed $6 a day. This required filing
with the state department of health a uniform annual report in which the cost
had to be certified. This, I am certain, was the first use of reimbursement
for hospital care on a cost basis in the country.

I mention this in connection with the motor vehicle accident law because,
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while that cost payment was a regulation of the Industrial Commission, the
motor vehicle accident law provided for reimbursement on a cost basis. This
cost method was later adopted by the federal government in connection with the
Emergency Maternity and Infant Care Act during World War II and later in
connection with Medicare in 1966. Again, this was an indication of the early

ploneering.

AMERTICAN HOSPITAL ASSOCIATION REORGANIZATION

As I mentioned earlier, I became secretary of the Ohio Hospital
Association in 1927. This increased my interest in the American Hospital
Association, which I had joined in 1924. As secretary of the OHA, I had an
opportunity to observe the activities of the AHA first hand. We had a very
active hospital association in Cleveland with a rather large staff involved in
a number of cooperative activities. The staff at that time was larger than
the AHA. As secretary of the OHA from 1927 to 1933, I would make suggestions
to the American Hospital Association for the need of various association
programs. I always received a lot of attention, but was told the association
did not have any money to finance the suggestions. I felt that the American
Hospital Association should be well supported so that it could carry out the
many projects that were needed in the field nationally and that could not be
performed by a state or certainly a local association.

In 1931 the president of the American Hospital Association was Paul
Fesler, who was the administrator of the University of Minnesota Hospitals. I
received real interest from Paul Fesler on the need of what I called the

reorganization of the AHA and the financing of it when he was immediate past
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president in 1932 and George F. Stephens was president.

I continued to press for some kind of action within the American Hospital
Association. Dr. Nathaniel W. Faxon, who was administrator of Strong'Memorial
Hospital in Rochester, New York, and later administrator of Massachusetts
General Hospital, became very interested in what I was proposing. I think he
was influenced a great deal by my previous conversations with Paul Fesler.

Faxon agreed to appoint a Committee on Membership Structure to study the
American Hospital Association. I was appointed chairman. He inquired who I
wanted on the Committee, and I proposed three trustees of the AHA and three
members representing state hospital associations. The original group of AHA
trustees were: Dr. Robin C. Buerki; Asa Bacon, who was at Presbyterian
Hospital in Chicago and treasurer of the AHA; and Harvey Agnew, who was with
the Canadian Hospital Association. The three people representing state
associations were: James A. Hamilton of New England; Graham Davis, who was
with the Carolinas-Virginia Association and was in charge of hospital
activities of the Duke Endowment and later executive for health activities of
the W. K. Kellogg Foundation; and John Hatfield, who was secretary of the
Pennsylvania Hospital Association. It was an excellent committee, and all of
these people became better known nationally. Asa Bacon had been president of
the AHA and Agnew, Buerki, Hamilton, Davis, and Hatfield later became
presidents of the American Hospital Association.

That committee met from 1934 to 1937. During th 1934 to 1935 period,
prior to the annual meeting of the American Hospital Association in 1935, we
developed a report with certain recommendations. The bylaws of the AHA at
that time provided that any change in the constitution and bylaws be cleared

through the Constitution and Bylaws Committee. In many ways the leaders of
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the hospital field were satisfied with the AHA the way it was and desired no
change. Most members of our committee, particularly Hamilton, Graham Davis,
Hatfield and myself, were young fellows then, all in our middle thirties. The
term "Young Turks'" was used to describe us on more than one occasion.

Attempts to contact the chairman of the Constitution and Bylaws Committee
of the AHA were not successful, He did not answer our correspondence in
advance of the meeting although we had submitted recommendations for changes
in the constitution and bylaws. He was completely unavailable. We could not
get an answer at his hotel room, although we knew he was in town. We spent
from Monday until Thursday trying to reach him to arrange a meeting of the
committee. This turned out to be impossible, so there was no action. Our
committee was reappointed.

In view of later history, it was just as well that those recommendations
were not acted on, although the final recommendations were not particularly
different. We became a little more adept at association politics.

At the 1936 meeting, we had a report but we insisted that it be a progress
report. We felt we wanted another year to acquaint the membership of the AHA
with what we were proposing. We presented the progress report, and some of
the leaders of the AHA, conscientious individuals, no question about that,
insisted on voting on the report. We stated there was nothing to vote on,
that this was just a progress report, and we were not making any
recommendations. The chairman of the meeting finally ruled there was nothing
to vote on. Actually, some leaders wanted to vote it down, and we knew this,
and that they probably had the votes.

The committee continued to improve the recommendations. There must have

been fifteen or twenty full-day and two-day meetings over a period of three
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years spent on that report.

By 1937, whatever opposition there was to the report vanished because by
that time we had met with a great many state associations, and we had
contacted a lot of key people including trustees of the AHA, of whom there
were three on the committee. They decided the committee recommendations
should be implemented.

The recommendations included the establishmemt of a House of Delegates of
one hundred people with representation from all the states with greater
representation from the larger states. We recommended setting up what we
called councils to coordinate committee activity. Prior to this time, it was
customary for presidents of the AHA to appoint committees each year. A
president generally would have some special interest and appoint a committee
for this purpose. There was no sunset law; once a committee was appointed, it
continued ad infinitum. This resulted in a lot of overlapping of committee
functions. 1Incidentally, there was little committee activity. First of all,
there was very little money to support any of them. We recommended six
councils in what we considered six principal areas of association activity and
provided that all committees in the future should report to one of the six
councils. The councils were to coordinate committee activities. 1In addition,
we recommended a coordinating council which consisted of the chairman of the

six councils to coordinate committee activities.

FINANCING OF THE AMERICAN HOSPITAL ASSOCIATION

The Committee on Membership Structure also recommended quadrupling the

association dues.
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Dr. Bert W. Caldwell at that time was the executive secretary of the
Association and chief executive officer. He was very concerned about the dues
increase and felt that the Association might wind up with one-fifth of the
members. Even though the dues were four times as much, the total income would
be 1less than ever. He doubted hospitals would pay the increased dues,
although the dues were very modest compared to the present AHA dues. The
hospitals not only paid the increased dues, but the Association had a great
increase in membership, and the total income became about five times what it
had beeq previously.

For the first time the Association had the income to do the things we had
been talking about for years. In my opinion, the work of that committee gave
the American Hospital Association the kind of financing required to do the
national job the hospital field needed.

One of the things we did at that time was study the budgets of a hundred
national organizations. The American Hospital Association budget was
ultra-small compared to most national associations. We showed that many
national associations had income twenty times as much as the AHA.

The quadrupling of dues was approved in 1937, effective for 1938. This
permitted enlargement of the staff and programs of the Association.

WEEKS:

Could we digress for just a moment? You brought up the need for more
income. Where today and over the years has the income come from? I am under
the impression that the annual convention is a big moneymaker. Also, just
before this, wasn't this the time they bought the Boys' Latin School? Since
then, I would imagine real estate has become -- 840 North Lake Shore =-- a very

lucrative thing.



MANNIX:

Not so lucrative; let us go back a bit. In 1928, the Association
purchased the Boys' Latin School building on East Division Street in Chicago.
This was the first headquarters building of the Association. Prior to that

time, Modern Hospital publishing company gave the Association space in its

headquarters in Chicago. Again, prior to that time the staff consisted pretty
much of an executive secretary and a secretary. There was a lot of opposition
of Association members to the purchase of this building on the grounds that
they should not be putting their money into real estate when there were so
many other needs of the Association. The Association did, nevertheless,
purchase that building and remained there until the 1940s when the Lake Shore
building was built during Dr. Edwin L. Crosby's tenure as Association
secretary.

The Association had completely outgrown the old Latin School building on
East Division. When the present building on Lake Shore Drive opened, a number
of related associations moved into the building including the American College
of Hospital Administrators, the Blue Cross Association, and the National
Association of Nurse Anesthetists.

The Association has 1income from the space they lease to other
organizations. This is pretty much on a cost basis. I do not believe there
is any profit to the Association in that connection. The Blue Cross
Association, which was using a great deal of that space, has recently moved
into its own leased building a couple blocks away.

WEEKS:
They have income from publishing, seminars, educational programs, don't

they? This brings up a point: when you had this committee studying structure
y g P
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and recommending changes, were you also talking about the objectives and goals
of the Association such as research, education, and representation, as they
usually say?
MANNIX:

Yes, very much,.but I would say to a lesser degree about research at that
time, even though we recognized the need for it. This was only because of the
financial situation. There were so many activities of a service nature that
the Association, even with the quadrupling of dues, did not have enough income
to provide for all the needs, and particularly did not provide much income for
research purposes, the type of thing that HRET is doing today, which in turn

has had a great deal of foundation support.

AMERICAN HOSPITAL ASSOCIATION

GEORGE BUGBEE ADMINISTRATION

Bert Caldwell retired in 1943 as AHA executive and was succeeded by George
Bugbee, who had been at the University of Michigan Hospitals and Cleveland
City Hospital (now Cleveland Metropolitan General Hospital).

George Bugbee is an extremely competent person and is so recognized by the
field. He gave the Association real national stature, in my opinion. You
could probably say that the Asssociation came of age wunder George's
leadership. I think for the first time in those years there was an important
degree of recognition of AHA from the American Medical Association and the
American GCollege of Surgeons. It attained a professional status.

WEEKS:

Was that the time there was a crisis about the Joint Commission and AHA
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stepped in?
MANNIX:

Yes. The College of Surgeons had established the accreditation program
for hospitals way back in 1916 because the College wanted to admit to
membership surgeons of proven ability. Deciding just who these surgeons were
was very difficult. They decided they needed accurate medical records of
surgery performed. Most hospital records were not too complete at that time.
The College of Surgeons set up this hospital accreditation program and
required complete medical records. The program became more and more
accepted. Even today the program is voluntary. The hospital must apply for
review for accreditation. The program gained important professional status.
From the beginning there was greater and greater recognition of
accreditation. The College continued to support the program financially from
about 1916 until about 1943, about the same time that James A. Hamilton was
president and George Bugbee executive of the AHA.

The College of Surgeons requested the American Hospital Association to
operate and finance the program on the grounds that this was a hospital
accreditation program and the hospital association was the logical group to
operate it. There were objections on the part of the American Medical
Association and the College of Physicians. Conferences were held for a period
of over a year between the American Medical Association, the College of
Surgeons, the College of Physicians, the American Hospital Association, and
the Canadian Hospital Association that resulted in 1944 in the establishment
of the Joint Commission on the Accreditation of Hospitals. It is more and
more effective all the time.

Dr. Malcolm T. MacEachern was the executive of the College of Surgeons and
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in that capacity in charge of its accreditation program. He made outstanding
contributions to the entire health field. Among other things, he wrote a book
on hospital organizafion which is still very popular. MacEachern was a
Canadian and a very, very well liked individual.

George Bugbee, as secretary of the AHA at the time of the formation of the
Joint Commission, gave great leadership from the hospital standpoint, as did
Jim Hamilton. George resigned from the AHA to take a position with the Health
Information Foundation, a non-profit research organization financed by the

drug houses.

AMERICAN HOSPITAL ASSOCIATION

EDWIN L. CROSBY ADMINISTRATION

George Bugbee was succeeded by Dr. Edwin L. Crosby. Crosby had a
background in administration at Johns Hopkins in Baltimore. He was very
similar in many ways to George. He had an advantage in that he had an M.D.
degree, which probably resulted in strengthening the relationship between the
AHA and the American Medical Association.

Up until then, George Bugbee was the only AHA executive without an M.D.
degree but, as far as I was concerned, this did not handicap him in any way.
During George's service at the AHA a considerable number of administrators,
particularly at large hospitals, had M.D degees. There are very few
physicians serving as hospital executives now. I would be surprised if there
are as many as twenty-five physicians who are chief executive officers of
hospitals in the entire country today. For instance, in Ohio only the

Cleveland Clinic, which was established by physicians, has a physician as its
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chief executive.

Crosby had a very successful tenure with the AHA. Unfortunately, he died
at a relatively young age while he was still Association executive.

J. Alexander McMahon was appointed to this position. Alex is an attorney
by training and still is the chairman of the board of trustees of Duke
University. He was on the board of one of the two Blue Cross Plans in North
Carolina. When the two North Carolina Plans merged, he was appointed the
first executive of the statewide Blue Cross/Blue Shield Plan in North
Carolina. He held that position until he was appointed president of the AHA.

I think you can say that all the men who have held the position of chief
executive of the AHA have done a very top job. It is not easy to keep 6,000
member hospitals happy. In many ways Caldwell, Bugbee, Crosby and McMahon had
very similar persomnalities. All were very good executives, all personable,
all well-liked by the field, although there will always be individual
hospitals that believe certain things should be done differently.

There is no question in my mind that the AHA, particularly in the past 40
years, has gained greatly in national stature. It is an extremely effective
national organization today, well-recognized by the medical profession and
other organizations in the health field. A large part of this 1is
unquestionably due to these four top executives. I had not thought of this
before, but McMahon is probably the first executive that has not had direct
hospital service, although he served with Blue Cross and Blue Shield. Crosby
and Bugbee had been administrators of hospitals, and Caldwell had been
administrator of American Hospital in Paris during World War I. However, I do
not see that lack of actual hospital experience in any way has limited or

interfered with McMahon's administration. He has given and continues to give
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the Association an outstanding performance.

HOSPITAL ACCOUNTING

WEEKS:

You were quite interested in uniform accounting, weren't you?
MANNIX:

As a matter of fact, that is where Rufus Rorem and I first became
acquainted, although there was no direct connection between our accounting
interest and Blue Cross.

Some accounting history goes back to Ohio. I mentioned earlier that in
1919 the Ohio Industrial Commission agreed to pay hospitals their cost, not to
exceed $6 a day, provided they would file a detailed statement annually on
costs. This resulted in the passage of an Ohio Hospital Registration Act by
the Ohio legislature. The act was simply for registration, not licensing.
This required hospitals to record their expenditures on a uniform basis,
because it required the filing of expenses by department such as
administration, housekeeping, x-ray, laboratory, etc. There was also a
breakdown between salaries, supplies, and other expenses.

This probably was the first time in the country that hospitals were
required to report uniformly. Up to that time there probably were as many
kinds of accounting systems as there were hospitals. Once they were required
by Ohio to report uniformly, they were forced to keep books uniformly. There
is no evidence that this result was foreseen when the registration law was
passed.

This resulted in the appointment of a committee of the Cleveland Hospital
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Council to develop a uniform accounting system. Frank Chapman, with whom I
was associated at Mount Sinai and later at University Hospitals, chaired the
committee and developed the original report, which at that time was called the
uniform chart of accounts. His work resulted in the American Hospital
Association deciding in about 1923 that this should be done on a national
basis. One of the early things I did with Chapman at Mount Sinai was to work
with him -- he was chairman of the AHA committee on accounting -- on
developing a uniform system. Frankly, we copied pretty much what we were
doing in Ohio.

He made a mistake in that connection because he felt that it was necessary
not only to have a uniform system, but if the hospitals were going to use it
uniformly, they should be supplied with typical printed forms for the accounts
receivable ledger, the accounts payable ledger, the general ledger, and so
forth. He developed a very complete set of accounting forms in 1923, The
report was sent to the AHA in 1924. The trouble with this was that those
forms were so detailed that just the stack of forms scared the hospitals out.
In many of the small hospitals at that point their accounting system -- and
this is literally true ~-- consisted of a spindle for bills and a checkbook.
They paid bills if they happened to have the money.

Later, in about 1930, the AHA decided to revive that accounting committee,
the original 1924 committee, which had not been effective outside the Ohio
area. Rufus Rorem and I were on the committee. He was with the School of
Business at the University of Chicago. I think that was the first time I ever
met Rufus. Ultimately it developed that we had two common interests: uniform
accounting and prepayment of hospital care. We developed another report on

accounting for the AHA in about 1934 which received more and more acceptance
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throughout the country. It was used in Ohio extensively, in North Carolina
with the encouragement of the Duke Endowment, and then by the United Hospital
Fund in New York. We had a whole series of accounting committees throughout

the 1930s. Both Rufus and I were on all those committees.

ASSOCIATED DEVELOPMENTS

I am reminded of how many of my interests tied together: the Ohio
Hospital Association, the American Hospital Association, the interest in
accounting and prepayment. My interest in all these things was overlapping,
of course. They did not seem very important at the time, but they have
influenced a lot of developments in the hospital field.

WEEKS:

You didn't realize how long the shadows were?
MANNIX:

It was particularly true in Blue Cross. I remember when we finally
started the prepayment plan in Cleveland, Guy Clark, who was the executive of
the hospital council, bet me a straw hat we would not enroll 10,000 people in
the plan within five years. We did that in less than a year.

Incidentally, very few people ==~ as recently as 1940 ~- had any conception
of how large Blue Cross would become. There were many articles saying that
while voluntary prepayment for care was a good idea, you could never expect to

reach more than a small percentage of the population.
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AMERICAN HOSPITAL ASSOCIATION - BLUE CROSS RELATIONSHIP

The relationship of the American Hospital Association and Blue Cross went
through a series of stages. At the annual meeting of the AHA in 1932, I was a
member of the Resolutions Committee. One of the resolutions we offered
suggested American Hospital Association activity in what was then called group
hospitalization, or periodic payment for hospital care. This resolution
resulted in action by the AHA trustees in January 1933, to establish approval
standards for hospital prepayment plans and recommended the study by hospitals
at the local 1level of periodic payment for hospital care. | This came
immediately after the issuance of the final report of the Committee on the
Cost of Medical Care which had operated from 1928 to 1932. The Committee
issued 28 volumes on health economics, probably the most extensive study of
health economics ever done anywhere on earth. The majority report of the
Committee on the Cost of Medical Care recommended experiments with financing
of hospital care on a periodic payment basis. A minority opposed this.

During the next two years, 1933 and 1934, there were seven plans
established, which later became Blue Cross Plans, and in my opinion were the
basis of the whole Blue Cross and Blue Shield development.

Following this action of the trustees of the American Hospital Association
in January 1933, the AHA established a group hospitalization committee of
five: Dr. Basil Maclean, Dr. S. S. Goldwater, Monsignor Maurice F. Griffin,
Dr. Robin C. Buerki, and C. Rufus Rorem. They strongly advocated local
hospitals establishing programs of prepayment for health care.

In about 1937, the Julius Rosenwald Fund agreed to finance an executive

for the commission. Rufus' Rorem, who had been very much interested in the
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idea and had worked with a number of plans established during the 1933 to 1937
period, was appointed executive. The Julius Rosenwald Fund, as I remember it,
financed Rorem's position for about five years. The position was later
supported by the plans themselves.

There always were several plans that were not comfortable under the banner
of the American Hospital Association. I always felt that their concerns were
not justified and took a stand for a very stromg AHA relatiomship. I felt

that the plans were offering hospital services to the public on a monthly

payment basis, and the success of this type of program necessitated
cooperation between the plans and the hospitals.

In the very early 1940s a group of plan leaders was interested in complete
separation from the AHA. That resulted in a weekend meeting in about 1941 at
the headquarters of the AHA. Nearly all the plan executives were present and
a large represntation from the AHA. The result of this meeting was to
continue under the aegis of the American Hospital Association, and probably a
stronger interest than ever on the part of the AHA in prepayment for hospital
care.

However, there continued among plan executives interest in having their
own separate organization and having more autonomy. Actually, in my opinion,
the individual plans were separate corporations and had complete autonomy.
The American Hospital Association activity was primarily strong support of the
plans without any dictation about their operation.

Further discussions resulted in the establishment of a new type of AHA
membership called Type IV. Types I, II, and III were institutional and
personal memberships. Type IV memberships were for Blue Cross Plans.

Concern again flared up in the late 1960s and early 1970s regarding the
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AHA-Blue Cross relationship. This resulted in the establishment of the Blue
Cross Association as a separate corporation. This was promoted on the basis
of a partnership of the Blue Cross Association and the American Hospital
Association. Even though the term "partnership" was continually wused, it
meant further separation of the plans from the AHA, although the Blue Cross
Association continued to occupy space in the AHA headquarters building until
last year when Blue Cross acquired a separate building.

I always felt the Blue Cross program of financing hospital care would be
much more effective with a strong AHA relationship. While my background was
in the hospital field, I do not think this had anything to do with the way I
felt.

A corollary to this is that I have always felt that the American Medical
Association would be wise to maintain a strong relationship with the Blue
Shield Plans, At one time the headquarters of the Blue Shield Plans was in
the AMA building.

In the last few years people raised questions regarding this relatiomship,
but I have always believed that a maximum degree of cooperation between Blue
Cross and Blue Shield on one hand, and hospitals and the medical profession on
the other, was in the public interest. I agree that there could be certain
dangers in this, but after watching the development of Blue Cross and Blue
Shield for fifty years, I think these programs have been operating in the

public interest, and the record shows that.

VOLUNTARY VERSUS COMPULSORY HEALTH INSURANCE

WEEKS:
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Before we digress, I was going to ask you about how you happened to leave
Cleveland to go to Detroit. I also wanted to ask you about McNamara.
Apparently he and Rufus had conflict later on. As I remember from some of
your other conversations, McNamara was in and out of the Blue Cross Commission.
MANNIX:

Let me see if I can describe John A. McNamara and also give you my
impression of his relationship with Rufus Rorem. McNamara was unquestionably
a very competent individual. He made terrific contributions to the health
field generally and to Blue Cross. He was also very difficult to get along
with. I probably was closer to him than anyone in the field. There would be
periods of as long as twelve months when McNamara would not talk to me at all
because of something which occurred. Ultimately, out of the clear blue sky, I
would get a telephone call from him. I did admire his ability. He did an

outstanding job, in my opinion, as editor of Modern Hospital prior to the time

he came to Cleveland, and an excellent job in the development and management
of the Cleveland Blue Cross Plan, which was than called the Cleveland Hospital
Service Association. He had some difficulty with the local hospitals and with
his board of trustees. He also had problems with corporation officials in
Cleveland and with Rufus,

He took such strong positions for what he thought was right that he
created a lot of difficulties. In 1948, at a meeting of his board of
trustees, he announced that if the board did not do such and such, he was
going to resign. They accepted his resignation.

McNamara felt Rufus Rorem's real interest was in a governmental program to
finance health care, and that many of Rufus' actions and statements indicated

this. I think if we go back to the late 1930s and early 1940s, very few
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people ever thought that Blue Cross on a voluntary basis would enjoy the
success it now has. McNamara was an exception to this. He believed that
Rufus' position was that Blue Cross was a very excellent experiment that
demonstrated the soundness of prepayment, but did not feel that this was going
to do the job of financing health care for most of the people in this
country. As a result of this, McNamara resigned from the Blue Cross
Association, or the Blue Cross Commission as they called it then, about three
times.

There was no question at all about McNamara's sincerity and the soundness
of his beliefs, but he was a difficult individual. He had an excellent sense
of humor, very often to the point that he made enemies.

The conflict with Rufus was basically because McNamara felt that down deep
Rufus did not believe that voluntary financing could really do the job and
that the only answer was a government program which McNamara completely
opposed.

WEEKS:

I think I. S. Falk had this idea also. Falk and Rufus had worked
together. It was fine to try out the voluntary idea, but eventually they
would have to go to compulsory insurance.

MANNIX: -

A great many people still feel this way. Many people in the field in the
late 1930s said that at best -- and I think this is stated in some of the
journals -- you could not hope to enroll more than ten million people on a
voluntary basis. This was at a time when we had three million enrolled. At
the end of the war in 1945, it was sixteen million, and now it is over eighty

million.
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WEEKS:

Talking of semantics, at the APHA meeting in Detroit this week, somebody
made the statement, at least it was reported this way, that there are twenty
million people who do not have insurance.

MANNTIX:

I noticed that statement. It ignores the fact that over 200 million are

protected by Blue Cross, Blue Shield, private insurance companies, Medicare

and Medicaid.

NATTIONAL HEALTH INSURANCE

WEEKS:

Going back, I wonder if you remember during the Eisenhower years, when
there was quite a change from Truman's ideas. It seems to me that Eisenhower
policy was pretty much that if anything was done about health insurance, it
would be in the form of a subsidy to private insurance, which Teddy Kennedy is
getting back to now. Do you remember- whether during those years the
Association took any stand on that?

MANNIX:

Thinking back to Roosevelt, then Truman and then on . . . the original
Social Security Act had a Chapter V on national health insurance. This was
dropped at the last moment in 1936 before the legislation was finally
presented to Congress. We had, of course, through the late 1930s and during
the Roosevelt administration and continuing 'into the Truman administration,
Wagner, Murray and Dingell bills covering national health insurance.

Generally, the Democratic party and the liberals of the country favored some
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form of national health insurance and took the position that you never could
solve this problem in a voluntary way.

I remember Truman speaking to the American Hospital Association annual
meeting in Philadelphia some time probably in the late 1940s. I had not been
a Truman supporter by any means, but when he spoke to that meeting on national
health insurance, I was very, very much inpressed with Truman, though I came
in as a doubter. What impressed me about him was the obvious sincerity of the
man. He made, of course, a big point that he was absolutely against
socialized medicine. He was not talking about socialized medicine, but about
a system where the government would finance this care. There was no question
about his sincerity in this connection.

During the Eisenhower years from 1952 to 1960, the interest in national
health insurance and in federal intervention in the system dropped off
markedly. We went through a very conservative period. Eisenhower tended to
believe in a minimum amount of regulation. We heard very little during his
term about Wagner, Murray and Dingell. That changed with the election of
Kennedy and his succession by President Johnson and the final enactment of the
Medicare and Medicaid legislation in 1965.

While the American Hospital Association could not be considered a strong
supporter of those bills, they did not oppose the legislation. The hospitals
of the country, particularly in connection with indigent care, were facing
major problems. It was Dbecoming more and more expensive. The local
governments, the state governments, were finding it more and more difficult as
they are today to finance the cost of this care even on a matching basis. My
feeling was that the AHA and the American Medical Association were favorable

to Medicaid. I do not think there was that same feeling as far as Medicare
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was concerned. The AMA did not favor Medicare. They thought care of the
elderly should be financed on a voluntary basis. The AMA also felt that if
you had that dégree of financing of health care, it would mean more and more
regulation of the health field.

The AHA has always taken a much more liberal attitude on this than the
AMA. Even in the early days of the Blue Cross, the AHA took a leaderhip
position. The AMA raised many questions about the development of Blue Cross

and Blue Shield Plans.

CARE OF THE ELDERLY

WEEKS:

Would you care to say something about the Blue Cross attitude toward the
elderly? That which predated Medicare and so forth?
MANNIX:

I was very much interested in Blue Cross and Blue Shield offering a
program for the care of the elderly and advocated a program in the Blue Cross
field which I called the Golden Age Program. I also tried to develop such a
program in the Cleveland area in which the individual would pay a somewhat
higher premium during his working years which would be adequate to cover the
cost of his care after he retired. I did some work on a plan which would pay
75 percent of his cost of care during retirement years with the subscriber
paying only 25% at that time. The premium was on a graduated scale depending
on his years of membership as a subscriber. One of the intersting things
about this that I had opposition in Cleveland from labor. 1In the early 1960s,

labor was very much in favor of a federal health insurance program. When I
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presented this program to the Ohio Insurance Department for approval, labor
opposed it. I believe this was a mistake. Medicare came a couple years
later, and I think it leaves a lot to be desired. Medicare is paying only
approximately 40 percent of the cost of health services of the elderly. Blue
Cross and Blue Shield and private insurance companies supplement this with
what 1is generally referred to as fill-in programs where they cover the
benefits Medicare does not cover. This is a problem for the elderly.

Many people who have Medicare feel that they have very good health
coverage. When they find that they are paying about 60 percent of the cost of
care out of their own pockets, unless they have supplemental coverage, there
is a great deal of unhappiness.

The unfortunate thing about Medicare is that people over 65 and eligible
for Medicare still are paying more money out of pocket for health care than
they were before Medicare started, partly because of increase in costs due to
inflation. The Medicare program is so written that as the costs increase, the
benefits decrease. As Medicare has developed, deductible amounts have
continually increased requiring the individual to pay a greater part of the
cost unless he has supplemental coverage.

The American Hospital Association became interested at an early date in
the care of the elderly and made a detailed study of the problem.

WEEKS:

Would that be back in the 1950s?
MANNIX:

I would say at least the late 1950s or early 1960s. This study revealed
the much greater cost of health care for the elderly compared with younger age

groups. First of all, the elderly used a great deal more care. Secondly,
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very often, although this is changing, they do not have employer contributions
once they are retired. Now, a great many of the national corporations
continue to contribute to the cost of health benefits after retirement.

Elderly people are using about five times as much hospital care as people
under 65. People under 65 receive about 800 days of hospital care per 1,000
people per year. ©People over 65 receive over 4,000 days of care per 1,000
population per year. More and more health care cost is becoming the problem
of the older population.

I quite often quote these facts: 1In 1900, the average life expectancy at
birth was 47 years. At the present time 60 percent of all hospital care, and
probably 60 percent of all medical care, is rendered to people over 47 years
of age.

One of my principal criticisms of Medicare--although I have many
criticisms of it for its inadequacies--is the need of the elderly for nursing
home care and the very limited nursing home benefit in the Medicare program.
The cost of nursing home care is tremendous. It is difficult for anyone
except the federal government to meet this cost.

WEEKS:

Even when there is a good Medicaid program, and of course, all states do
not have good Medicaid programs.
MANNIX:

As far as Medicaid covering the indigent and medically indigent where you
have matching of federal funds with state funds, I do not see any answer to
the problem of caring for the indigent except a program where the entire cost
is met by the federal government without requiring state matching. Even the

wealthiest states, California and New York, have a hard time matching federal
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funds in the Medicaid program.

FUTURE FINANCING OF HEALTH CARE

I think when you look at financing of health care for the balance of this
century, four things are likely to happen. First of all, I think we may well
have federal legislation that will mandate that all employers provide some
type of health insurance for their employees with the employer meeting some
part of this cost, maybe two-thirds or three-fourths. This actually would not
result in much change for the employed population which, with their
dependents, represent over 75 percent of the people in this country.

I think it is going to be mnecessary at some point for the government to
broaden Medicare coverage for the elderly. The recent Medicare legislation is
unbelievably complicated. First of all, there is the separation of coverage
into Part A, the hospital portion, and Part B, the medical portion, with
deductibles and co-insurance on both of them, limitations on both of them, no
coverage for dental care, no coverage for prescription drugs, and very limited
coverage for nursing home care. It is pretty hard to conceive of writing any
more complicated legislation. In addition to that, as costs go up, the
benefits decrease. This results in the elderly paying a larger and larger
amount of the cost out of pocket or purchasing supplementary coverage which
many of them find hard to pay for. I expect much broader coverage for the
elderly to be paid for by the federal govermment.

Health care of the elderly is becoming one of the biggest social problems
in the country. Illness itself is becoming more and more a condition of the

elderly. The younger group is getting to the point where people under 45 do



-40-
not have much health care except maternity and accident cases. We have the
opposite problem at the other end of the age scale.

Medicaid, care of the indigent, has much greater problems than Medicare;
very severe problems. The principal problem is that Medicaid is on a federal-
state matching basis, the wealthier states meet about 50 percent of the cost:
some of the poorer states meet as little as 16 percent of the cost. But most
states, regardless of their relative wealth, find it very difficult to match
the federal funds.

About 12 1/2 percent of the people in the country are eligible for
Medicaid benefits. Take 12 1/2 percent of the present 230 billion dollar bill
and you are talking aobut 30 billion dollars. It is a lot of money. Many of
the wealthy states cannot do a good job of matching. We have fifty types of
state Medicaid programs; no two of them are alike. For all practical
purposes, all fifty of them are inadequate. The state of Ohio, for instance,
has fair matching for the true indigent and no matching at all for the
medically indigent. It is a problem that creates financial difficulties for
some of the biggest and best hospitals in the state. The care of the
medically indigent is a greater problem than caring for the indigent. I do
not see any solution to the problem except complete federal payment for the
cost of indigent care. As far as I am concerned, it has been demonstrated
that state matching is completely unsatisfactory. States themselves do not
have the tax base to support the necessary matching.

The fourth part of the future, as I see it, the first three parts being
some mandated program for the self-employed people, a much more 1liberal
program for Medicare, and a complete federal financing of Medicaid, is some

type of catastrophic coverage. I hope that this will be on a mandated basis,
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that employers will be required to provide this. It would not be costly to
the employer. While the cost of catastrophic 1illness is enormous to the
individual, the cost when spread over the entire population is very small.
Most hospital care is rendered in the first fourteen days. The problem is the
occasional case that requires prolonged care. There should be some coverage
for this. 1Incidentally, it would not cost a great deal more to provide
unlimited coverage by Blue Cross/Blue Shield and private insurance companies.
Some employers have extremely broad coverage with benefit 1limits up to a
quarter of a million dollars or half a million. This could be mandated and if
the cost were spread would not be a burden to most employers. It would solve
a lot of problems for the occasional employee who does have such unusual
expenses. We are likely to see some kind of catastrophic coverage, preferably
on a mandated basis. I do not see any néed for the federal govermment to
finance this. Whatevef money the federal government has ought to be used for
care of the indigent and the elderly.

Many people worry that there are twenty million people in this country
that do not have health coverage. They all should have it, of course. Most
of the people who worry about this are the same ones who said forty years ago
that you could never expect to cover more than ten million people on a
voluntary basis. They do not want to talk about the 200 million with good
coverage. Some want to talk about only those who do not have it., I am very
sympathetic for the 20 million, and I think somefhing must be done about it.
At least for those who are employed, I think it should be a mandated program.
The real need for federal help is not for employed people, but for the

indigent and the elderly.
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AMERICAN COLLEGE OF HOSPITAL ADMINISTRATORS

The person most responsible, in my opinion, and I do not think anyone
would question this, for the idea of forming the American College of Hospital
Administrators was a Chicagoan named Matthew Foley, who was editor of Hospital
Management, a magazine in the field. He first talked to me in 1931 or 1932
about establishing a separate professional organization of Thospital
administrators. Frankly, I did not agree with him. I felt that while there
was a need for a professional group, it should be under the aegis of the
American H