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LETTER OF TRANSMITTAL

U.S. SEnaTE,
July 21, 1964,
Hon. GEORGE A. SMATHERS,
Chairman, Special Commitiee on Aging,
U.8. Senate.

Dear Mr. CHAIRMAN: I have the honor to transmit herewith a.
report evaluating Blue Cross and other private health insurance pro-
grams for older Americans. The report expresses the unanimous
views of the majority members of the Subcommittee on Health of the
Elderly. Minority views are also included.

Private health insurance is an important and valuable means of
financing part of the medical care costs for part of our older popula-
tion. The current report represents a major effort by the subcom-
mittee to determine the present and potential ability of the private
health insurance industry to meet the health care financing needs of
our elderly citizens.

This report should be of assistance to the Members of the Congress
in their consideration of legislative approaches designed to help older
people meet the heavy expenses of health care.

With all good wishes,

Sincerely,
Par McNaMaRa,
Chairman. Subcommitice on Health of the Elderly.
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INTRODUCTION

Opponents of congressional action to establish a program of hospital
insurance for the e%derly maintain that such action is not needed
because of the existence of the Kerr-Mills program of medical assist-
ance for the aged and the growth in private health insurance coverage
of older people.

This subcommittee has described the strengths and weaknesses of
the Kerr-Mills program in previous reports.' The analysis contained
in the pages which follow is concerned with the ability of private
health insurance to meet the needs of the elderly.

The principal areas of concern in appraising private health insurance
are:

1. The number of older people covered by insurance.

2. The adequacy of the mnsurance held.

3. The premium cost of insurance—price as it affects the ability to
acquire and retain insurance protection.

This report is, in large part, based upon new and extensive data
heretofore unavailable. We believe this information contributes to
the making of an authoritative and meaningful document which should
prove helpful to the Congress.

Much of the information contained herein was developed during
the months of preparation for the hearings held by the Subcommittee
on Health of the Elderly in April 1964 on the subjects of ‘“‘Blue Cross
and Other Private Health Insurance for the Elderly.” 2 Comprehen-
sive questionnaires were submitted to and completed by the three
largest commercial insurers of the aged; the Blue Cross Association,
the four principal “State 65” insurance plans; the Health Insurance
Association of America; and others concerned with the provision of
health insurance to the aged.

Significant material for this report was also forthcoming from the
testimony at the April hearings of representatives of the commercial
health insurance industry, Blue Cross, government, and consumer

oups.
nghus, the Subcommittee on Health of the Elderly has had the
opportunity to evaluate private health insurance coverage for the
aged on the basis of a vast body of information, much of which was
previously unavailable. At this point, we feel it appropriate to
express our appreciation to those insurance companies which invested a
very substantial amount of time and effort to compile data on their
programs for the aged.

The conclusions of the subcommittee, based upon analysis of all
available information, are outlined in the summary which follows.

1 “Medical Assistance for the Aged—The Kerr-Mills Program, 1960-63,”” October 1963; ‘Performance of
the States, 18 Months of Experience With the Medical Assistance for the Aged (Kerr-Mills) Program,”

June 15, 1962; ““State Actlon To Implement Medieal Programs for the Aged,” June 8, 1961.
2 «Blue Cross and Other Private Health Insurance for the Elderly,” pts. I-111, 1964,
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SUMMARY

Private health insurance is unable to provide the large majority of
our 18 million older Americans with adequate hospital protection at
reasonable premium cost.

The Subcommittee on Health of the Elderly of the Special Com-
mittee on Aging has arrived at that conclusion following many
months of intensive study of the health insurance needs and problems
of the elderly.

The investigation by the subcommittee developed a substantial
body of information heretofore not compiled or available. In large
part, these new data (included in the body and appendix of this
report) lead to the following findings concerning the inability of
private health insurance to meet the needs of the aged:

1. Only 9 million of the Nation’s elderly—one-half of the total—
held hospital insurance policies at the end of 1962. The other half—
predominately the very old, those in poor health, the unemployed,
and those with the lowest incomes—were without hospital insurance
coverage of any kind. They are the most difficult to insure—even
in terms of acquiring the cheapest and most inadequate of policies,
and, additionally, are the very ones who need the protection the most.

9. The health insurance industry has reported a substantially
greater number as insured—10.3 million. The subcommittee is
convinced that thisis an inflated figure, concocted to create an illusion
of great strides by private health Insurance in extending coverage to
the aged. In reality, however, the “stride”’ was no more than a
“limp.” Based on our hearings and investigation we are convinced
that facts were distorted and manipulated in an effort to create an
impression that Congress need consider no further action to meet the
hospital insurance needs of the elderly.

For example, the Health Insurance ‘Association of America told the
Ways and Means Committee of the House of Representatives in
November 1963 that ‘“more than 2 million” aged were covered by
individual company mass enrollment programs. The source they
cited was their own publication which upon inspection was revealed
to state “well over 1 million”—not the same as “more than 2 million.”
But reports to this subcommittee from the companies concerned
show that at most not more than 750,000 people are covered under
the individual company mass enrollment programs.

The inaccurate data furnished by the health insurance industry
was used to support the ‘“Minority Views” included in our subcom-
mittee report of October 1963 on the Kerr-Mills program which
contained the following statement:

* * * there has been an intensive development and sale
of new health insurance plans for older people. These have
included mass enrollment plans requiring no physical examina-
tion. Several companies have sold over 1 mallion each of such
plans. [Emphasis supplied.|

3



4 BLUE CROSS AND PRIVATE HEALTH INSURANCE COVERAGE

Again, reports to the subcommittee from the companies involved,
indicate that all of the individual company mass enrollment plans
put together insure not “several million” but less than 750,000
different people.

3. Only one in four older people holds adequate hospital insurance
under the definition of adequacy established %y the American Hospi-
tal Association. Well over one-half of all commercial hospital in-
surance policies pay only $10 or less a day toward hospital room and
board charges which now cost an average of $20. Commercial in-
surance coverage of hospital “‘extras’’—drugs, laboratory fees, X-rays,
etc.—is equally poor. "This is significant because these services cost
about as much as the room and board bill.

4. For many years Blue Cross has come closest to providing ade-
quate hospital insurance for the aged. But now Blue Cross, under
competitive and cost pressures, is employing a variety of devices—
deductibles, coinsurance, and dollar limits on benefits—which reduce
the extent of protection. Those aged who have been adequately
covered In the past will find their hospital insurance covering smaller
and smaller proportions of their bills in the future,

5. Theolder Blue Crosssubscriberis being subjected to double barreled
pressure. Not only are his benefits being cut, but his premium charges
are being increased with painful regularity. The cost problem is
further aggravated by another development to the point where the
older Blue Cross member is virtually being priced out of the market.
Blue Cross plans have or are seeking to abandon the concept of
“‘community rating” in favor of “experience rating.” ‘““Experience
rating’”’ bases premium charges on the extent of use of insurance
benefits. The aged, who use far more hospital services than other
subscribers, will be particularly affected. As an example of the impact
of “experience rating,” the chairman of the New York State Joint
Legislative Committee on Health Insurance Plans told the subcommit-
tee that premium charges to the elderly might rise as much as 100
percent within 3 years under the “experience rating” system proposed
by the New York City Blue Cross Plan—the largest in the country.

6. The best of the commercial health insurance plans—the so-called
“blue ribbon” policies—are so expensive that they are beyond the
economic reach of most elderly persons. Although they offer only
partial protection, such policies now cost an elderly couple from $500
to $600 a year, with the strong probability that further premium
increases will be forthcoming.

Since the median income of aged couples in 1962 was only $2,875, it
is obvious that the vast majority of them cannot afford this kind of
protection.

7. The so-called “State 65 programs, where several insurance
companies combine to operate a pooled-risk plan, have made vir-
tually no progress in meeting the needs of the aged. They are
costly now and will cost even more in the future. They have built-in
factors—such as lack of growth in numbers covered and the increasing
age of participants—which raise serious questions concerning their
long-term stability.

In summary, the extensive data and testimony presented to the
subcommittee led us to the firm conclusion that private health insur-
ance—with respect to the aged—is losing ground, not making progress.
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The elderly who now hold private health insurance are having great
difficulty keeping even an inadequate level of protection. They find
themselves squeezed between higher premiums and shrinking benefits,
as hospital and medical costs continue to climb.

As a result, increasing numbers of our older people are confronted
with financial catastrophe brought on by illness.

It is quite clear that the Congress has the responsibility and the
obligation to act, and act quickly.

It is equally apparent that enactment of a program of hospital
}niurance financed through social security is the logical course for us to
ollow.



CHAPTER 1

THE NUMBER OF OLDER PEOPLE COVERED BY HEALTH
: INSURANCE

Slightly more than 9 million of the 18 million older Americans
hold hospital insurance policies. :

The health insurance industry has claimed at least 1 million more
aged are insured than is indicated by the total we have cited above.
The Health Insurance Association of America says that ‘10,300,000
aged were insured at the end of 1962—60 percent of the noninstitu-
tional aged population.”

The dispute over this 1 million difference goes to the core of the
controversy over the most suitable methods of financing hospital
insurance for the elderly. Conceivably, the disparity could be the
result of honest differences of methodology. But, extensive data
developed by this subcommittee leads to the firm conclusion that the
inflated coverage figures of the health insurance industry were con-
cocted to create the impression that commercial health insurance
coverage is expanding so rapidly that Congress need consider no
further action on the problem. To create an illusion of tremendous
strides by private health insurance in covering the aged would un-
doubtedly have an effect upon congressional consideration of health
care measures such as the King-Anderson proposal. In reality,
however, the “‘stride’”’ was no more than a “limp.”

This “numbers game’ has most serious implications for the well-
being of our older people. It is one thing to present a point of view
in the most favorable light possible. It is quite another thing to
substitute fancy for fact.

A clear-cut example of our concern over the accuracy of the claims
of the Health Insurance Association of America occurred last
November. On November 22, 1963, the association (a registered
lobbyist) appeared before the Ways and Means Committee of the
House of Representatives to testify in opposition to H.R. 3920, the
King-Anderson bill. During the course of their testimony, spokesmen
for the Health Insurance Association said:

Today the aged have available coverage through (1) indi-
vidual company mass enrollment programs, first introduced
about 5 years ago and affording coverage irrespective of con-
dition of health, which have already enrolled over 2 million
senior citizens. [Emphasis supplied.]

A footnote to that statement cited as the source of the claim a
%ub]jcation of the Health Insurance Association of America, “An

stimate of the Extent of Private Health Insurance Coverage of the
Aged as of December 31, 1962, Health Insurance Association of
America, July 1963.” This subcommittee examined the source
document which says:

Through a development of the last 4 years, a mass enroll-
ment approach whereby all persons 65 years of age and older

7



8 BLUE CROSS AND PRIVATE HEALTH INSURANCE COVERAGE

in a given State can be insured regardless of present or past
condition of health, well over 1 million aged persons have
become insured. [Emphasis supplied.]

The statement “well over 1 million” is not quite the same thing as
“more than 2 million.” But, there is more to this story.

In November of 1963, only three insurance companies wrote the
mass enrollment policies referred to by the Health Insurance Associa-
tion of America. The programs involved wers the “Golden 65’ plan
of the Continental Casualty Co., the “Senior Security” plan of Mu-
tual of Omaha, and the “Fund 65” policy offered by the Fireman’s
Fund Insurance Co.

The three companies concerned reported their enrollment to this
Subcommittee. The most generous Interpretation of the data sup-
plied (see appendix A) yields a total of less than 760,000 different
senior citizens covered by the mass enrollment programs at the end of
}H?Iiizzabout one-third of the 2 million originally claimed by the

The extent to which the health insurance industry misinformation
has been relied upon is evident even within our own subcommittee.
In the “Minority Views” incorporated in our October 1963 report on
the Kerr-Mills program, the following statement was made about the
“mass enrollment’” programs offered by individual health insurance
companies:

According to a report made by J. F. Follmann, Jr.,
director of information and research, Health Insurance Asso-
ciation of America, at the end of 1961, 55 percent of the
people past 65 had voluntary health insurance coverage.

It should be noted that this report is almost 2 years old.
Since then there has been an intensive development, and sale
of new health insurance plans for older people. These have
wncluded mass enrollment plans re uiring no physical examina-
tion.  Several companies have sold over 1 million each, of such
plans. [Emphasis supplied.]

As we have noted, the three companies offering mass enrollment
plans which do not include the right on the part of the company to
refuse to issue policies because of the older person’s medical history,
in total, have less than 750,000 different people covered.!

This example of figure padding is rather clear cut. Later sections
of this report describe more subtle variations of the ‘“numbers game.”

Other data made available to the Subcommittee on Health of the
Elderly in response to its questionnaires also indicate that Blue Cross
and other private health insurers—such as the Continental Casualty
Co.—have substantially overstated the numbers of different aged
people to whom they provide hospital insurance.

SURVEYS TO DETERMINE THE NUMBER OF AGED INSURED

During the past year, three reports have been made public relative
to the number of oider people ho ding health insurance. The earliest
of the three, that of the Health Insurance Association of America,

1 (@) Continental Casualty Co.: 256,000 different peopls covered under “Golden 65."

(b) Fireman’s Fund: 42,000 different people enrolled in “Fund 65.”

(¢) Mutual of Omaha: 450,000 policles of all types issued under its ‘‘Senior Security’ program (including
83,500 policies which the company could have refused to issue on the basis of medical history, and 145,000
“weekly indemnity” policies which only provide & supplemental hospital benefit of $7.14 daily).
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claimed 10,300,000 different persons covered by some form of health
insurance, 60 percent of the noninstitutionalized aged,” at the end of
December 1962. The HIAA claim was based upon reports from 123
of its member insurance companies and projected to include the asso-
ciation’s estimate of the number of elderly insured by nonmember
companies. HIAA then added to its total the enrollment of Blue
Cross and other noncommercial insurers.

The second report was made by the National Health Survey of
the U.S. Public Health Service based upon household interviews
conducted during the period July 1, 1962, through June 1963. - That
report indicated 9,100,000 different older people insured—*‘‘approxi-
mately 54 percent of the civilian, noninstitutional population.”
(An estimated 750,000-800,000 of the elderly are institutionalized.)

The third report was that made by the Social Security Adminis-
tration predicated upon interviews o the elderly in households and
institutions by the Bureau of the Census. ~That suryey revealed that
9 million of the total population (including those in institutions)—
some 51 percent of our elderly—held hospital insurance at the end of
December 1962.

The social security “Survey of the Aged” noted that relatively few
of the elderly in institutions have hospital insurance policies. But,
assuming that as many as 10 percent of the institutionalized aged
held hospital insurance policies, this would add about 80,000 people
to the National Health Survey’s 9,100,000. The difference in the
totals reported by the National Health Survey and the Social Security
Administration is relatively slight and may, in part, be accounted for
by the fact that the report of the National Health Survey spanned a
different period of time. The addition of the approximately 80,000
institutionalized aged with insurance to the National Health Survey’s
total of 9,100,000 for the noninstitutionalized elderly would result in
a finding that 52 percent of the total older population hold some form
of hospital insurance.

The survey conducted for the Social Security Administration by
the Bureau of the Census yielded, in our opinion, the most accurate
estimate of the number of aged covered by hospitel insurance. The
National Health Survey included the aged within a survey of all ages,
while the social security study concentrated exclusively on older
people. Nonetheless, as we have noted, the difference between the
two surveys is very slight. The findings of the Health Insurance
Association of America, however, are subject to serious question.

CRITICISM OF HEALTH INSURANCE ASSOCIATION’S METHODOLOGY

Our first disagreement with HIAA stems from that organization’s
conclusion that its reports from member-insurers and projections for
nonmembers, indicate that “60 percent of the noninstitutionalized
aged”’ are protected by “‘some form of health insurance.” 'The key
words, at this point, are “noninstitutionalized aged.” For, unless
specifically omitted (and the member companies were not asked to
do so0), the insurance company reports would include in their totals
the elderly in institutions who held policies. Thus, the percent of
older people with hospital insurance should have been calculated on
the basis of the total aged population—including those hundreds of
thousands in institutions. :
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How is “hospital insurance” defined? Basically, a hospital in-
surance policy is one which includes benefits for specified services—
for example, a separate benefit for hospital room and board charges,
and a separate benefit for hospital “extras.” Hospital ‘“extras”
include items such as laboratory and X-ray services, drugs, use of
the operating room, etec.

Both the National Health Survey and the Social Security Adminis-
tration define “hospital insurance’”as we have outlined. The Health
Insurance Association of America similarly defined “‘hospital insurance”’
in its July 1961 report on the number of aged insured. In his testi-
mony before this subcommittee on April 28, 1964, the research
director of HTAA, Mr. Joseph F. Follmann, Jr., referred to hospital
insurance in terms of specific allowances for hospital room and board
charges and specific allowances for hospital “extras.”

We stress the definition of hospital insurance coverage because of
an important fact: The Health Insurance Association of America in
its last published survey of the aged which stated that “10,300,000
elderly held health insurance on December 31, 1962,” altered the
definition (without mentioning the alteration) from that used in its
previous survey of July 1, 1961. The effect, of changing the definition
of hospital insurance was to present an inaccurate and misleading
picture of the growth of private health insurance coverage for the aged
between July 1, 1961, and December 31, 1962.

The Health Insurance Association of America told the Ways and
Means Committee on November 22, 1963:

In July 1961, insurance companies covered 4% million
persons aged 65 and over. Eighteen months later, in De-
cember 1962, the number of aged covered by insurance
companies had increased by 28 percent to more than 6
million. In addition, Blue Cross reported that, as of the end
of 1962, 5.3 million aged were covered under their plans.

Allowing for those persons covered under more than one
policy, the number of aged with voluntary health insurance
in December 1962 was 10.3 million or 60 percent of the non-
institutionalized aged population.

The technique employed by HIAA in December 31, 1962, to inflate
the number o(f1 aged policyholders of commercial insurance was simply
to debase the generally accepted definition of “hospital insurance” to
include the so-called weekly or monthly indemnity policies. They no
longer required that a hospital insurance policy provide a benefit
toward room and board charges and a benefit toward the cost of
hospital extras. This altered definition allowed them to count
hundreds of thousands of policies which pay a minimal flat dollar
allowance—completely unrelated to hospita{ charges or services—
for each day that the older person is hospitalized.

These weekly indemnity policies are nothing more than a supple-
mental type of coverage to be added by someone already hoﬁﬁn
hospital insurance. In this regard, it resembles surgical and medica,
insurance. One such policy offered by Mutual of Omaha provides
the older person with the handsome sum of $1.67 a day—or $50 per
month. Other Mutual of Omaha policies pay $3.33 or $7 a day.

Acknowledgment of the supplemental nature of such policies came
from the Bankers Life & Casualty Co., in their statement to this
Subcommittee, when they referred to “supplementary coverage such as
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weekly indemnity during hospitalization.” The function of the weekly
indemnity policy is to provide the older individual with some addi-
tional cash in order to help him meet expenses arising out of his
illness which are not covered or only partially covered by his hospital
insurance policy. It is a distortion of the facts to count weekly
indemnity policies as bona fide hospital insurance coverage.

There are several additional factors which make the findings of
the Health Insurance Association of America subject to_question.
First, the reports of their member companies on aged people covered
often include dependents under age 65. For example, a group certi-
ficate holder of age 70 may have a wife who is only 60 but they would
be counted as two older policyholders in the HIAA survey. (Par-
enthetically, it is interesting to note that the Bureau of the Census
found that among all aged couples—defined as “one or both spouses
age 65 or over’—40 percent included one spouse under age 65.) A
careful reading of HTAA’s methodology (see app. C-1) indicates that
no reduction was made in their totals to adjust for spouses under 65.

The second flaw in the Health Insurance Association of America’s
methodology concerns their estimates of older people insured by
nonmembers of the association. They assumed that the proportion
of aged enrollment to the total is roughly the same as the proportion
of accident and health insurance premiums written to total premiums.
This is in error. For example in December 1962, the 123 member
companies reported a total of 4.8 million aged policyholders (not
necessarily different people as many hundreds of thousands of aged
hold more than one policy). The HIAA projected, with some
modifications, the number of aged policyholders insured by non-
members by a rather imprecise method. HIAA said:

Since the health insurance premium volume of these com-
Eanies (the 123 members) is about 70 percent of the total
ealth insurance premium volume written by insurance com-
panies in the United States, it is estimated that, among all
insurance companies in the United States, there were slightly
over 6 million senior citizens covered as of the end of 1962.

The fallacy of this method is very simply demonstrated. The Pru-
dential and Metropolitan Life Insurance Companies, for example,
were among the 123 reporting members. Those two companies
accounted for 15 percent of the total accident and health insurance
premiums written in 1962, yet their aged enrollment represents less
than 9 percent of HIAA’s 6.1 million total.

NUMBER OF AGED COVERED BY BLUE CROSS

The HIAA’s claim of 10,300,000 aged covered is further upset by
the fact that they attributed a total of 5,300,000 aged subscribers
to Blue Cross as of December 31, 1962. Actually, this figure over-
states Blue Cross coverage by 355,000.

The Blue Cross Association reported to the subcommittee a_total
of 5,219,000 elderly covered as of January 1, 1963 (see app. D-1),
including 275,000 aged. persons on public assistance, whose premium
costs are paid by State welfare departments. Obviously, these 275,000
people on relief are not Blue Cross subscribers in the normal sense
of the term. Most of them have special policies providing substan-

33-918—64—2



12 BLUE CROSS AND PRIVATE HEALTH INSURANCE COVERAGE

tially less coverage than that available to regular Blue Cross sub-
scribers. It is clearly apparent that these 275,000 people on public
assistance cannot be used to inflate a total to indicate that private
health insurance is “doing the job” and that Government action is
not needed when government already is paying the full cost of their
insurance.

The fact that Blue Cross had 80,000 subscribers less than the total
used by HIAA, plus the fact that an additional 275,000 elderly
included in the Blue Cross figure are there only because of being on
relief rolls, requires a downward adjustment of 355,000.

THREE LARGEST COMPANIES INSURING OLDER PEOQPLE

One of the most confusing aspects of seeking to determine the
numbers of aged persons covered by private health insurance was the
fact that most companies don’t know how many different older people
they insure. Claims are made in terms of so many policyholders
insured. But, as we found out, there is a substantial difference be-
tween a total of policyholders and the number of different people
covered. In this context, it should be understood that most people
would interpret a claim of 1,450,000 policyholders over age 65” as
meaning 1,450,000 different aged persons covered. But this is not
the case. Many hold more than one policy with the same company.
A person with three policies for example, would be counted as three
policyholders.

To illustrate, Continental Casualty gave widespread publicity to
the claim that the company had ““1,450,000 aged policyholders.”” In
fact, however, the company, under questioning by the subcommittee,
admitted that it has no more than 900,000 different people 65 and
over insured. The 900,000 total may also be high for it includes in
part, dependents under age 65 and enrollment in special group plans
where persons under age 65 may participate. Furthermore, not all
of the 900,000 different people are covered for hospital insurance.

Continental Casualty’s “Golden 65” program has three separate
component plans. An older person may apply to participate in one
or a,lrl) three plans. A separate policy is 1ssued for each plan in which
he is enrolled. Thus, as of December 31, 1963, the “Golden 65
program had 396,000 policies issued to 256,000 different people.

The subcommittee appreciates the fact that the Continental
Casualty Co. cooperated by investing a substantial amount of effort
in developing the information required. In developing information
for the subcommittee Continental Casualty officials also discovered
that they had overstated the total hospita?’policies on aged persons
in their report to the Health Insurance Association of America, by
some 370,000 policies.

The Bankers Life & Casualty Co. (a nonmember of the Health
Insurance Association of America) also cooperated fully with the
subcommittee. Bankers Life had not, prior to our Inquiry, surveyed
the number of aged to whom it provided hospital insurance.

The initial response of Bankers Life did not reveal the number of
different persons insured but only the number of policies issued.
Bankers Life advised the subcommittee that they had 665,000 hospital
insurance policies issued to people 65 and over plus an additional 98,000
supplemental “weekly indemnity” policies outstanding.



BLUE CROSS AND PRIVATE HEALTH INSURANCE COVERAGE 13

As Bankers Life & Casualty has written a substantial number of
policies offering relatively limited protection, the subcommittee
assumed that a large percentage of the company’s policyholders
hold more than one policy with Bankers Life. Confirmation of this
assumption came subsequent to the close of the hearings.

The best policy offered to the elderly by Bankers Life is its “P-27”
contract. The company has more than 143,000 of the “P-27” policies
issued to the aged. At the request of the chairman of this subcom-
mittee, Senator McNamara, Bankers Life undertook to determine just
how many of its “P-27” policyholders held other hospital insurance
policies with Bankers Life. As the following letter indicates, a sta-
tistically valid sample revealed that 37 percent held more than one
hospital insurance policy (not including weekly indemnity policies)
with Bankers Life.

Based upon this finding by the company, it is reasonable to assume
that Bankers Life has approximately 500,000 different aged persons
covered under 665,000 hospital insurance policies. Of course, many
of the 500,000 undoubtedly hold hospital insurance policies with other
insurance companies as well, so a further decrease in the total would
be necessary to allow for duplication when those covered by Bankers
Life are added to the overall total of all aged with hospital insurance.

Bankers Lire & Casvarry Co.,
Chicago, Ill., June 8, 1964.
Hon. Pat McNAMARa,

Chairman, Subcommittee on Health of the Elderly,
U.S. Senate, Washington, D.C. .

DEear SENaATOR McNamara: In accordance with your request we
made a special study to determine the number of our policyholders
65 and over who have other hospital policies with us. .

To determine this we took a sample of 6 percent of our total in
force for our senior citizens hospital-surgical policy (P-27) and checked
each policy for other hospital policies in force. We found that 36.95
percent of the P—27 policyholders had another hospital policy with us.

We hope this information will be helpful.

Yours very truly, .
Epwarp J. KeLLy, First Vice President.

Mutual of Omaha reported a total of 1,281,000 policies of all types
held by people age 65 and over. A substantial percentage of these
would be surgical-medical, accident, and other nonhospital insurance
policies. (In this connection note Bankers Life & Casualty’s 337,000
surgical-medical only policies.) The company says it does not know
how many different older people it insures.

Some 220,000 of the 839,000 policies reported by Mutual of Omaha
as issued to people at age 65 or over—or more than 25 percent—are of
the ‘“‘weekly indemnity’’ variety—not hospital insurance as generally
defined. Another 17,000 of their policies offered coverage for “dread
diseases” only—again, not hospital insurance as generally defined.
Subtraction of the nonhospital insurance policies leaves a total of
600,000 policies offering hospital coverage.

On the basis of the data supplied by companies writing health
insurance comparable to that offered by Mutual of Omaha—such as
Bankers Life & Casualty and Continental Casualty—as well as infor-
mation supplied by the company itself, we believe that (1) Mutual of
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Omaha has approximately 500,000 different older people covered under
hospital insurance policies; and (2) of these 500,000 different people,
not more than 300,000 are covered for hospital insurance under the
company’s ‘““Senior Security”’ program.

The findings detailed in the preceding paragraph are particularly
interesting in view of a claim made by Mutual of Omaha in its 1963
“Annual Report and Financial Statement.” Referring to a 111-year-
old policyhoFder, the company said: ‘“‘He is symbolic of the more than
1,300,000 persons age 65 and over who rely on Mutual of Omaha and
its famous Senior Security policy.”

DUPLICATION OF POLICIES

As we have indicated, a substantial percentage of the elderly with
hospital insurance hold more than one policy.? This multiple policy
holding takes two forms: (1) more than one policy with the same
company and (2) one policy with one company and additional policies
with other companies. For these reasons it is necessary to subtract
from the total of all policies held by older people, a specified percentage
in order to arrive at the number of different people covered. This
percentage adjusts for multiple policy holding by the older person
within the same company and between companies.

The Health Insurance Association has taken the total of all com-
mercial, Blue Cross and independent plan health insurance and
reduced them by 13 percent to arrive at their estimate of the number
of different aged people insured. Based upon the data presented in
the preceding pages on the high percentage of multiple policy holding
just within the same company, alome, (for example Continental
Casualty and Bankers Life) the HIAA 13-percent factor appears much
toolow, Itisreadily conceivable that the overall percentage reduction
should be as much as 20 percent.

The U.S. Public Health Service, in its study of the aged noted that
13)4 percent of the aged surveyed indicated that they held other
hospital insurance policies. HIAA has used this fact to justify its
own low 13-percent factor. But, during the course of questioning
on this point by Senator McNamara, Dr. Forrest E. Linder, Director
of the Public Health Service’s National Center for Health Statistics
stated: ‘“We feel that the under-reporting of this item is very sub-
stantial.” The National Health Survey, of course, at the time its
report was prepared, did not have the benefit of the information on
multiple policy holding developed for this subcommittee.

The data on multiple policy holding provided to this subcommittee
by Continental Casualty and Bankers Life are based upon samples
far more extensive than those used by the Health Insurance Associa-
tion of America to justify its 13-percent factor. Indeed, the HIAA
sample is far less reliable because it was based upon a sample of
policyholders of all ages, rather than on a specific survey of older
policyholders.

? Continental Casualty, for example, reported that some 43 percent of 100,000 applications for individual
health insurance received from older people during 1961-63 noted that the applicant held other health in-
surance policies. All of these, of course, were not hospital policies, but the high percentage indicating other
coverage does provide an indieation of the extent of multiple policy holding. ~ (Ses app. A-2.)
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TERMINATION OF HEALTH INSURANCE

An important consideration in evaluating health insurance for the
elderly is an understanding of the extent to which older people, for
one reason or another, drop their policies or have them canceled or
terminated. In response to a question at our hearings the Health
Insurance Association of America stated that it had no information
on this vital question.

However, through the cooperation of the Continental Casualty Co.
and Bankers Life & Casualty Co., the subcommittee does have the
benefit of meaningful data (see app. A) shedding light on the degree
to which the elderly, voluntarily or involuntarily, lose the protection
of health insurance.

The data in appendix A indicate that, even allowing for attrition
by reason of death, the turnover among older policyholders is extremely
high. In Continental Casualty’s “Golden 65’ program, for example,
80,000 policies (not necessarily that many people, for some may have
held more than 1 policy) were dropped during 1963 alone. Bankers
Life & Casualty reported that of 76,764 policies issued during 1961 for
its special plan for the elderly, only 41,130 were still in force at the
end of 1963—a loss of 46 percent. Of 77,631 similar policies issued
during 1962, only 48,446 were still in effect at the end of 1963—a
~drop of 38 percent. Many of these terminations are attributable to

the death of the policyholder. But, based upon the hundreds of
letters received by the subcommittee, many more undoubtedly
dropped their protection because of an inability to continue premium
payments. :

None of these policyholders who dropped their coverage was forced
to do so because of cancellation or termination. The policies for
which data were shown are guaranteed renewable. However, both
companies also issue other types of policies where they can and do
exercise their option to cancel or terminate coverage. Continental
Casualty advised the subcommittee that during the years 1961 through
1963 more than 9,000 people ages 65 and over had their health
insurance policies either canceled or not renewed by the company.
Thousands of other older persons who had filed claims were either
required to agree to waive future benefits for certain illnesses or accept
sulfstgandard coverage as preconditions to the continuation of their
policies.

Detailed data similar to that furnished by Continental Casualty
were not provided to the subcommittee by either Bankers Life &
Casualty or Mutual of Omaha. However, careful study of the
«Post-Claims Underwriting Manual” of Bankers Life indicates that
the practices of that company with regard to cancellation, termina-
tion, etc., of individual health insurance would be comparable to those
of Continental Casualty. Indeed, all three companies offer essentially
the same types of individual health policies to the elderly. It can
be assumed that because of competitive circumstances, their under-
writing procedures are similar.

But the older person may not only be required to take reduced
benefits and/or pay higher premiums after he has been issued a policy.
He may very well have had to accept such conditions before being
initially issued a health insurance policy. Continental Casualty, in
its response to the questionnaire of the subcommittee reported that
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37 percent, or more than one-third, of the 98431 applications for
individual health insurance, received during the period 1961 through
1963 from people 65 and over, were waivered and/or rated by the
company. That is, the applicants had to agree to accept lower
benefits and/or higher premiums than those standard to the policy
applied for. In contrast to this, Continental Casualty waivered or
rated only 14 percent of the applications for individual coverage
received from persons under age 65 during the same period, demon-
strating the extra load carried by older people.

No doubt the companies had sound business or actuarial reasons
for canceling, terminating, or increasing the cost of insurance protec-
tion to people over age 65. But justification of these practices in
terms of the aged being poor insurance risks does not solve the prob-
lems of those people who find themselves forced to take limited cover-
age or, even, as we have indicated, suffer complete loss of their health
insurance at a time when their health insurance needs are greatest.



CHAPTER 11
ADEQUACY OF HOSPITAL INSURANCE FOR THE ELDERLY

The subcommittee has found that only one in four of our 18 million
older Americans hold hospital insurance which can be considered as
reasonably adequate under acceptable standards of quality. Buteven
those people who are now reasonably well protected will soon find
their hospital insurance covering smaller and smaller proportions of
their bills due to the steadily rising costs of hospital care. The
results of this will be either a reduction in benefits, an increase in
premiums, or both.

SIGNIFICANCE OF HOSPITAL INSURANCE

Within the spectrum of medical expense, the costs of hospital care
have the greatest impact upon the elderly. The older person re-
quiring hospitalization incurs total annual medical costs which are
5 to 10 times as great as those of the individual who has not beenin a
hospital. One-half of the total annual medical expenses of the
gﬁxl'son who needs hospital care are directly attributable to his hospital

s. -
As we have noted, the Bureau of the Census recently undertook an
extensive survey of the aged for the Social Security Administration.
The survey revealed that where one or both spouses had been hos-
. pitalized during the year 1962, aged couples had total medical expenses.
averaging $1,200—of which $600 was accounted for by hospital bills.
Comparable figures for the nonmarried elderly were $1,040 and $540. .

Thus, some one-half of the total medical expenses of an older person
who requires hospitalization are for items outside of the hospital.
Nonhospital medical expenses—doctors’ fees, prescribed drugs, dental
fees, private nursing, and so forth—which comprise such a substantial
portion of total medical costs, are precisely those areas which are
only partially covered or not covered at all by health insurance.
Obviously, then, unless most, or all, of his hospital bill is covered by
insurance, the older person cannot possibly cope with his out-of-
hospital medical costs without seriously depleting or exhausting his
already limited financial resources. Given such a situation, 1t is
readily apparent why one-third of the older people applying for public
relief programs cite problems of health as the principal reason for
application.

Table I indicates the extent to which the need for hospitalization
affects the total medical costs of an older person in comparison with
the dramatically lower medical costs of the aged who do not require
hospital care during the year. Table II offers data concerning the
costs of short-term hospital care to older people who were hospitalized
during 1962. Both of these tables vividly demonstrate that the older
person’s fear of hospitalization as a threat to his economic inde-
pendence is well founded.

17
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TABLE I.—Medical costs incurred and hospitalization status of persons 65 and over:
Percentage distribution of aged by amount of costs, hospitalization status, marital
status, and sezx, 1962

Married couples Nonmarried men | Nonmarried women
Medical costs incurred !

In hospl-|{ Not in |Inhospi-| Not in [Inhospl-| Not in
tals hospital? tal? hospital3 tald hospital3
Total: Number (thousands).._..... 1,291 4,100 362 1,813 878 5,035
Percent. . oo ... 100.0 100.0 100.0 100. 6 100.0 100.0
Reporting costs4_ ... . _...... 76.0 9l. 4 52.8 88.9 62.9 80.5
NOt reporting CoStS. o cmeauomomaccoenann 24.0 8.6 47.2 11.1 31 10. 4
Care without charged..______.....____ 17.3 6.1 38.1 9.7 28.1 8.8
Cost UnKnOWD . .o ovoo oo 6.7 2.5 9.4 1.4 8.9 1.6
Reporting costs 4. .. ... 100.0 100.0 100.0 100.0 100.0
None incurred.. ... .. ._..f_.______ 34 |eeeacoc] 183 |eeceoo. 10.0
$160890_ ). 30.6 2.1 1.3 44,7
$100t0 $199_ . . 3.4 21.7 5.2 3.6 24.0
$200t0 $299____ .. . . ___. 2.3 16.9 8.9 9.1 9.8
$300 to $399___ . 5.6 11.2 11.0 8.9 4.6
$400 to $499.__ 8.3 5.2 5.8 8.5 2.5
$500 to $749_ - 19.0 6.7 11.0 22.8 3.2
$750 to $999_ . - 15.1 2.4 19.9 10.0 .3
$1,000 to $1,499__ - 19.7 1.3 18.3 17.2 .5
$1,500 to $1,999._ - 10.6 .2 4.7 8.9 .2
$2,000 to $2,450__ . 7.6 .1 3.1 4.3 .2
$2,500 ormore _ ... ... .___ 8.5 .1 9.9 5.3 .1
Median eost_.__.__......._. - $938 $173 $820 $703 $89
Mean cost. ..o L $1, 220 $233 $1,084 $1,022 $142

I Includes costs met by health insurance but excludes the premium of the insurance.

2 In general and short-stay special hospitals. In the case of couples, 1 or both members were hospitalized.

# Excludes persons in nursing homes and long-stay hospitals.

¢ Units reporting total medical costs of known amounts without any care provided by Government or
private voluntary agencies; units assuming responsibility for payment out of their own resources, including
healéh insurance, or with the help of relatives,

& Units receiving some or all care provided through Government or private voluntary agencies, or sup-
plied by a doctor or hospital with no bill rendered.

Source: ‘‘Medical Care Costs for the Aged,” an article based upon 1963 Survey of the Aged which will
appear in July 1964 issue of the Social Security Bulletin,
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TasLe 11.—Shori-siay hospital costs incurred by persons 65 and over. Percentage
distribution of aged by amount of costs, marital status, and sex, 1962

Hospital costs incurred 1~ Married Nonmarried | Nonmarried
. couples ? men women
Total number (thousands).. 1,201 362 878
Percent : ) 100.0 100.0 100.0
Reporting costs 3 79. 54.4 65.1
Not reporting costs ¢ 20.1 45.6 34.9
Care without charge ! 14.9 37.6 26.3
CoSt UNKNOWI oo o oo eeom s mcceem e ccmmeceemmm e am e 5.3 8.3 8.5
Reporting €osts 3o e emmmnm oo oeemmaes 100.0 100.0 100.0
$1to $99. . 8.7 14.2 7.3
$100 to $199_. .- 17.7 16.8 18.5
320060 8209, . oo cemmcmemmeecemmecemmmmme oo ooean 14.5 14.7 10.9
$300 to $399. .. 10.9 6.1 9.4
$400 to $499. .. - 7.0 5.6 8.0
$500 to $749_. - 17.2 19.8 18.4
$750 to $999. . . - 7.8 8.6 6.8
$1,000 to $1,499_.._ - 7.9 8.1 6.1
$1, 500 to $1,999. ___... —— 3.5 4.6 2.3
$2, 000 to $2,489_.. - 2.7 1.0 1.6
$2, 500 or more. .. 2.2 1.0 1.6
Median cost. $383 $366 $344
Mean cost. - $588 $525 §541

1 In general and short-stay special hospitals; includes costs met by insurance, excludes premium costs.

2 With one or both members hospitalized.

s Units reporting total medical costs of known amounts without any care provided by government or
private voluntary agencles; units assuming responsibility for payment out of their own resources, including
health insurance or with the help of relatives. X

t Units receiving some or all care provided through government or private voluntary agencies, or supplied
by a doctor or hospital with no bill rendered.

Source: “Medical Care Costs for the Aged,” an article based upon 1963 Survey of the Aged which will
appear in July 1964 issue of the Social Security Bulletin.

STANDARD OF ADEQUACY OF HOSPITAL INSURANCE

Perhaps the best yardstick for measuring the adequacy of hospital
insurance is that applied by the American %%[ospital Association in its
“gpproval”’ program for Blue Cross plans. In order to receive recog-
nition as an “approved” Blue Cross plan, the plan’s insurance con-
tracts must cover “not less than 75 percent of the total amount billed
for usual and customary hospital services rendered on an inpatient
basis in multiple-bed accommodations.”

‘A leader of an important segment of the commercial health insurance
industry also supported use of the ‘75 percent or more” yardstick.
In his testimony before this subcommittee on April 28, 1964, Mr.
Morton Miller, president of the “New York 65” health insurance
program (and vice president of the Equitable Life Assurance Society),
stated that the “New York 65” plan was designed and intended to
cover “‘about 75 percent of the hospital costs within the limits of the
benefits provided.”

Other representatives of the commercial health insurance com-
panies and their industry association were unwilling to define con-
cretely an adequate hospital insurance policy. They pointed instead
to the types of policies available. On this point, Senator Muskie
commented: “I am not talking about what is available; I am
talking about what they have.”
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The director of the social security department of the AF1~CIO,
Mr. Nelson Cruikshank, also remarked during our hearings on the
“availability of private health insurance.” Mr. Cruikshank said:

* * *itis interesting to us that as we were here to see the
picture that was suggested by representatives of the insur-
ance industry that people have a great smorgasbord of
policies before them and apparently operating with com-
plete freedom to determine what kind and extent of insurance
1s tailored to their individual needs, anid then buy that which
is available.

One representative kept inserting a note that insurance
was available to everyone in the country; everyone over 65
had & policy available to him. Well, this I suppose is true
exactly in the sense that every person in the United States
has a Cadillac available to him, if he could meet the condi-
tions of the Cadillac agency in his community * * *.

It is important to know the kinds of hospital insurance policies
available to the aged. But this information is virtually meaningless
unless related to the kinds of policies older people actually have been
able to afford, and the extent to which those policies actually meet
hospital expenses.

The average costs per patient-day in short-term general hospitals
now approximate $40. Of that amount, some $20 is for the cost of
room and board, with the balance going for miscellaneous hospital
charges such as X-rays, laboratory fees, medications, etc.

In view of the facts we have cited, we agree with the American
Hospital Association that hospital insurance covering less than 75
percent of the hospital bill is manifestly inadequate. A good case
can be made that any policy covering less than 100 percent of the
hospital bill is inadequate in terms of the medical and financial situa-
tion of the elderly.

PROPORTION OF THE ELDERLY WITH ‘ADEQUATE’’ HOSPITAL INSURANCE

Half of the Nation’s older people hold hospital insurance policies.
But only slightly more than half of those who hold policies are
“adequately” protected under the definition of the American Hospital
Association. '

According to the 1963 Bureau of the Census “Survey of the Aged”
only 55 percent of those who were hospitalized during 1962 and who
held hospital insurance had 75 percent or more of their bills covered.

An unpublished study undertaken by the Health Insurance Asso-
ciation of America ! reported that in July 1961 more than half of the
elderly holding commercial hospital insurance policies were eligible
for daily room-and-board benefits of only $10 or less. Table IIT,
extracted from the HIAA study, notes that 53 percent of the policies
covered $10 or less of the daily room and board charge.

wél“g‘he Extent of Insurance Company Coverage for the Medical Expenses of the Senior Citizen as of July
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TasLe III

(A.) Extent of health insurance among persons 85 years of age and older by 90 tnsur-
ance companies t by type of coverage, July 1961

Type of coverage Total Group Individual

and family
Hospital expense. . 3,615,140 1,716,169 1,899,071
Surgical expense. 3,185,937 1,711,249 1,474, 688
Regular medical expense. 1,008,878 951, 648 147,232
Major medical expense. 730, 140 694, 529 135,328

1 Thess companies write 34 of the U.8. health {nsurance premium.

(B.) Extent of hospital expense insurance among persons 66 years of age and older
by 90 insurance companies ! by quality of coverage, July 1961

Total Group Individusl and
family
Number |Percent| Number |Percent{ Number |Percent
of total of total of total
Dally hospital room and board benefit:
$15 and OVer. .. oocceememcmeenmmaaa- 1,049, 478 29 696, 489 41 352, 989 19
$11 to $14. _. 657, 440 18 502, 149 29 155, 201 8
$10 or less -l 1,008,222 53 516, 531 30| 1,391,691 73
Maximum duration of stay:
71 days and OVer. oo ccemmmmcaaeee 1,489, 758 41 676,340 34 013, 418 48
32 to 70 days. 901, 557 25 568, 500 33 333,057 18
3ldaysorless .. .ooeeooo- —ae| 1,223,825 34 570,329 33 653, 496 34
Ancillary hospital expense benefi
$500 and over._ ..o -caee.- P 085, 950 27 562,176 33 423,774 23
$200 t0 $499. . .- aermmeeeee 749,077 21 520,108 30 228, 969 12
Tess than $200_ ..o cocmmmmiamammcaaee 1,880,113 52 632, 885 37 1,247,228 65

1 These companies write 3§ of the U.S. health insurance premium.

All indications are that the percentage of aged with commercial
hospital insurance policies paying $10 or less for daily room and board
charges is substantially greater today than the 53-percent figure for
July 1961.

The main reasons for this are that the principal mass enrollment
grograms offered to the aged by commercial insurers since July 1961

ave been the “Senior Security’”’ plan of Mutual of Omaha, and the
“Golden 65” program of the Continental Casualty Co., both of which
have a basic $10 a day allowance toward hospital daily room and
board charges. Further, HIAA’s data on room and board allowances
do not include the large number of Bankers Life & Casualty policies
most 05 which, according to the company, “would probably be around
$10 a day.”

Thus, the large majority of older people who have commercial
hospital insurance hold policies paying $10 or less at a time when
daily room and board charges average $20.

The inadequacy of commercial hospital insurance allowances toward
room and board charges is compounded by equally meager coverage
of hospital “extras.” As we have noted, the daily cost of hospital
extras—X-rays, drugs, operating room charges, laboratory fees, etc.—
averages about the same as the cost of room and board. Thus, to
the $20 average daily hospital charge for room and board, must be
added an additional $20 for hospital “‘extras”—a total of $40 per day.
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The maximum benefit for hospital “‘extras” under most commercial
hospital insurance policies is calculated on the basis of 10 times the
daily room and board allowance. Thus, a policy with a $10 daily
room benefit would cover up to a maximum of $100 during the period
of hospitalization.

As table III (above) indicates, 52 percent of commercial hospital
insurance policies allowed less than $200 for ancillary hospital ex-
penses—or hospital extras. However this figure is misleading
because the majority of older people with commercial hospital insur-
ance are covered for $10 a day or less for room and board—and have
therefore in most instances, a maximum of $100 toward ancillary
hospital expense.

The Health Insurance Association of America, and its information
arm, the Health Insurance Institute have in numerous press releases
hailed the growth in the number of aged covered by private health
insurance. They have, however, demonstrated a pronounced reti-
cence in coming forward with information on the quality of commercial
health insurance. For example, the information contained in parts
A and B of table III were collected at the same time. The data in
part A on the number of aged holding insurance were released in 1961.
The information in part B—indicating definite failings in the quality
of commercial insurance—was not made public, however, until late
1963.

“ADEQUACY” OF BLUE CROSS COVERAGE

As we have noted, only one-half of the aged with hospital insurance
policies can be considered as adequately covered under the definition
of the American Hospital Association.” Most of those who are ade-
quately covered are insured by Blue Cross.

We have noted the ineffectiveness of most commercial hospital
insurance policies which pay only up to specified dollar limits for
necessary care regardless of the actual charges for the hospital services
required. Many Blue Cross plans have, at least heretofore, offered
subscribers protection on the basis of the care provided—that is,
service benefits. Service benefits are offered on the basis of coverage
of so many days of hospital room, board, and extras. Covered services
are generally provided in full without dollar limits. Thus, a Blue
Cross subscriber requiring care costing $40 could have that completely
covered as might another subscriber whose care cost $100 a day.

The American Hospital Association states in its “‘General Principles
for Approval of Nonprofit Hospital Service Plans,” that: “Plans
should arrange for service benefits to members rather than provide
cash allowances for the purchase of hospital care.”

While a number of Blue Cross plans have offered policies paying
specified dollar amounts only—for example, $12 or $15 daily toward
room and board charges—the larger plans have traditionally made
service benefits available to their subscribers. Service benefits obvi-
ously cover all or most of the hospital bills, and this unique method
of coverage is the reason why Blue Cross accounts for most of the
adequate coverage available to the elderly.

But, both Blue Cross and its elderly subscribers are in trouble.
Blue Cross plans are to a greater and greater extent (see app. D-2)
abandoning the commitment to service benefits and offering contracts
which provide dollar allowances for specified services, and include
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deductible, copay and coinsurance provisions.” These limiting and
restrictive provisions are particularly prevalent in the so-called new
and expanded senior citizens contracts offered by Blue Cross plans
during the last several years. Thirty-four of the sixty-seven Blue
Cross plans offering special senior citizen contracts cover less than
the full cost of hospital room and board charges (see app. D-2).

An extreme example of an inadequate Blue Cross program for the
aged is found in Texas. The Blue Cross plan in Texas provides a
special contract of hospital benefits for 230,000 recipients of old-age
assistance relief. 'The contract pays $10 a day plus the cost of extras
for 15 days; it then pays $6 daily toward room and board charges and
50 percent of the cost of hospital extras. Premiums for the coverage
are paid by the Texas Department of Welfare. Blue Cross has, in
the past, included these 230,000 aged in its total of policyholders.
The benefits provided to the aged on relief are, however, substantially
lower than those afforded regular subscribers.

A highly revealing indication of the quality—or rather lack of
quality—of the Texas Blue Cross policy for people on relief was con-
tained in a copy of a letter submitted to this subcommittee by the
Texas “65” Health Insurance Association (see app. B-4).

The letter referred to was dated July 25, 1963, and addressed to
Mr. H. Lewis Rietz, executive vice president of the Great Southern
Life Insurance Co. It was written by Mr. Harvey Galloway, Jr.,
an insurance company actuary heading the group engaged in develop-
ing premium rates for the Texas “65” insurance plan. In his letter to
Mr. Rietz (who, is also president of the Health Insurance Association
of America), Mr. Galloway indicated that the actuaries had examined
the Texas Blue Cross OAA program to see what Blue Cross experience
could contribute to the Texas “65” ratemaking process. Following
are some of the actuaries’ comments on the Blue Cross program cover-
ing 230,000 older persons:

The old-age assistance plan is constructed to discourage
normal lengths of hospital confinement. The benefits are cut
in half at the end of 15 days and at the end of each 15-day
period, the doctor must give written certification that the
continued confinement is necessary for the health and well-
being of the patient. We collected data on about 6,400
claims which had been settled in November 1962 concerning
the length of hospital confinement. This data indicated that
the above-mentioned biases were operating to a very greal
extent to reduce the average length of confinement * * *.
[Emphasis supplied.]

The progressive abandonment by Blue Cross plans of the commit-
ment to offer service benefits—particularly pronounced in the case of
their programs for the elderly—means quite simply that Blue Cross
coverage is becoming less adequate. Coupled with the obvious
weaknesses of commercial hospital insurance, the fact that Blue Cross
now covers an increasingly smaller proportion of the hospital bill
confronts the older American with the frightening prospect of having
to pay more and more for less and less protection.

—_—

1 A deductible is the amount that the individual must pay out of pocket before he is eligible for any insur-
ance benefits. A copay provision requires that the person pay 8 sFeciﬁed dollar amount—say $5 a day—
for each day that he is hospitalized. Coinsurance, which is usually found in combination with deductibles,
requires that the insured pay a specified percentage of charges—usually 20 percent or 25 percent.



CHAPTER III
COST OF HOSPITAL INSURANCE TO THE ELDERLY

No end is in sight to the spiralling premium cost of hospital insur-
ance for older people. In fact, based upon information developed at
our hearings, not only are these periodic increases expected to con-
tinue, but, in the case of Blue Cross they may well be substantially
greater than past increases.

The effect of these sharp increases in the premium cost of hospital
insurance is to further seriously impair the capacity of older Ameri-
cans to secure and retain adequate policies. Good coverage is expen-
sive, and more and more is being pushed beyond the limited means
of the aged.

COST OF COMMERCIAL HEALTH INSURANCE POLICIES

Perhaps the most dramatic recent increase in the cost of commercial
health insurance was that effected by the Continental Casualty Co. in
its “Golden 65" program. Premium charges were raised from 23 to 36
percent on three of the four components of the Golden 65 package.
The only segment which was not increased—the $5,000 medical plan—
does not provide a hospital benefit.

It would appear that the increases were necessary in terms of the
claims experience ofthe “Golden 65’ program (see app. A-2). Nonethe-
less, the very substantial cost rise—coming only 6 short months after
the company had mounted a multimillion-dollar national advertising
campaign which resulted in the enrollment of 105,000 people age 65
and over—came as an acute shock to the 250,000 older people insured
under the program.

This subcommittee received a substantial number of bitter protests
from older people relative to the action of the Continental Casualty
Co. Many advised that they would no longer be able to retain their
policies. Indeed, the company estimates that approximately 17,000
Golden 65 policies, held by some 11,000 different people, were dropped
as a direct result of the rate rise (see app. A-2). It is possible that
many more Golden 65 policyholders will E.nd the program too heavy a
financial burden over the months to come and be forced to terminate
their policies.

The two other mass enrollment programs sponsored by individual
health insurance companies are the “Fund 65 Plan—FPlus $10,000
Plan” of the Fireman’s Fund Insurance Co. and the “Senior Security”
plan of Mutual of Omaha. -

The “Plus $10,000” segment of the “Fund 65’ program was sharply
increased in premium cost in August 1963—from $11 monthly to
$15.75, a rise of 43 percent.

25
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Mutual of Omaha, despite steadily increasing claims, in response
to a question by Senator McNamara advised that ‘““We are not con-
sidering a rate increase * * * on the “Senior Security’” plan.

The premium costs of the several mass enrollment plans are sub-
stantial. Monthly charges for the “Golden 65” plan range from $8 for
the “65-plus” hospital plan to a total of $25.50 for the full package.
An older couple purchasing the complete “Golden 65 program pays
$612 per year for insurance which provides only partial protection
against their total medical costs. Mutual of Omaha’s “Senior
Security” plan costs an older couple a total of $204 annually (with less
benefits of course, that the “Golden 65” package). The “Fund 65—
Plus $10,000” program requires the older couple to pay a total of
$534 a year—again, for partial protection only.

These premium costs for incomplete coverage must be weighed
against the hard fact that older people have limited incomes. Half of
the aged couples have annual incomes of $2,875 or less. Half of the
nonmarried elderly (widowed, divorced, separated, never married)
have annual income of $1,130 or less. This certainly doesn’t indicate
a vast reservoir of purchasing power for health insurance. '

The premium cost situation under the several State “65” programs
is not appreciably better than that just described for the Continental
Casualty, Mutual of Omaha, and Firemen’s Fund plans—in fact, it
may be worse over the long run.

STATE ‘‘65”” HEALTH INSURANCE PLANS

Over the past several years, groups of insurance companies have
banded together to offer statewide mass enrollment programs. The
principal programs for which meaningful data are now available are
Connecticut “65,” Massachusetts “65,” and New York “65.”

Each of the programs varies in the benefits provided and premiums
charged. Their common elements include (1) establishment of a sepa-
rate Insurance organization representing all of the various participat-
ing insurance companies; (2) offering of policies periodically on a
mass-enrollment, basis without requirement of physical examination;
a,nii_ (3) unusually low commissions to agents se]ﬁ)ing and servicing the
policies.

Despite the most stringent economies and costcutting, premium
charges for the three State “65” programs are high relative to the
ability of the aged to pay for health insurance. Costs are kept down
to a limited extent, by means of use of the donated services of execu-
tives of participating member insurance companies as well as by the
fact that agents are paid nominal commissions only. Despite these
unique economies, the annual premium charges to an older couple for
the privilege of securing limited basic and major medical protection
are $420 in Massachusetts, and $456 in Connecticut and New York.
Again, these heavy premium charges must be evaluated in terms of
the median annual incomes of the elderly—$2,875 for couples and
$1,130 for the nonmarried aged.

Data supplied to the subcommittee by the three “65” plans (see
app. B), make it quite likely that each of the three programs will
require premium increases sometime within the next 12 months.

While the Texas ““65” plan’s claims experience was not significant
due to the newness of the program, the actuarial subcommittee for
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“Texas 65 had this to say about future premium charges (app. B—4):
“The actuarial subcommittee does not feel that the proposed rates
are inadequate but it does feel they are close enough that we will have
to anticipate a rate increase at least by the end of the second year of plan
operation and, presumably, about every second or third year thereafter.
{Emphasis supplied.]

The Connecticut “65” plan was permitted to raise its premium
charges (as well as to reduce certain benefits) effective January 1,
1964. The plan received a smaller increase than that requested of
the State insurance department and indicated that it would have to
ask for an additional increase sometime within the near future.

The Massachusetts “65” plan advised the subcommittee that its
premium rates were developed on the basis of a 2-year estimate. The
estimate was founded upon anticipated claims expenses of 85 percent
over the 2-year period. However, the plan’s claims experience was at
the 85-percent level after only 1 year of operation. Obviously, an
upward adjustment will be required before too long in order to bring
the program into reasonable balance.

The %Ir ew York “65” plan testified that its claims experience was
greater than initially anticipated. According to officials adminis-
tering the program, barring an extremely unusual change in the usage
of the plan by its policyholders, premiums will have to be raised.

Thus, we have a pattern of initial high cost coupled with the
prospect of further premium increases. But this is by no means the
only problem confronting the State “65” plans.

There has been virtually no growth in the number of aged people
covered by the “65’ plans since their inception. The Massachusetts
“65” plan has actually suffered a net loss of 5,000 people since it
commenced operations 1% years ago.

The average age of the “65” plan participant remains much too
high to insure any degree of premium stability. The average age
today, 74 years, of the “65” participant is approximately the same as
the average of the initial enrollees 1n the programs. In other words,
the plans have been unable to secure sufficient numbers of new sub-
scribers from among the younger segment of the older population to
reduce the average age of their policyholders. The plans are desper-
ately treading water, for without the compensating effect of younger
policyholders they are faced with the prospect of 1nsuring a group of
increasingly older people. And, simply stated, the greater the average
age of the “65” plan group, the greater the requirement for and use of
medical care.

Faced with these facts, it is extremely difficult to place much faith
in the long-term'stability of the State “65’’ approach to providing
health insurance. Even the insurers have their doubts. Mr. A. M.
Wilson, chairman of the executive committee of the Massachusetts
“65"’ was quoted as follows:

The early enthusiasm for a 65 plan as a means to combat
Federal intervention is very rapidly subsiding as companies
begin to realize the extent of their financial involvement. We
are still a business which cannot function as a private social
relief association.!

\“Interinsurer Arrangements To Provide Over-65 Medical Care Coverage,’ by Robert D, Eflers, Journal
of Insurance, December 1963, p. 485,

33-918—A4— 8
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GUARANTEED RENEWABLE COVERAGE

The health insurance industry has devoted a great deal of time and
money to promoting the guaranteed renewable feature of the mass
enrollment programs of the State “65” plans and those of Continental
Casualty, Mutual of Omaha, and Fireman’s Fund as well as individual
policies of other insurers. Guaranteed renewable means that the
Insurer cannot cancel or terminate a policy unless all such policies are
canceled or terminated. Guaranteed renewability is important in an
insurance policy, but it is only one part of the picture. The policy is
guaranteed renewable all right, but the premium cost s not guaranteed.
It is extremely difficult to persuade an older policyholder that he
possesses a great buy when he is periodically asked to pay higher
premiums for the same benefits. And he may even be asked to pay
higher premiums for less protection. Where he has previously used
some benefits and the guaranteed renewable policy has a lifetime maxi-
mum amount payable (such as $5,000 or $10,000 as is true of some of
the programs we have mentioned), the maximum for which he is
eligible is, of course, reduced by the payments made to him during &
prior policy year or years. ‘

The fact that premium charges are not guaranteed to continue
unchanged is the hook concealed in the bait of guaranteed renewable
health insurance.

BENEFITS IN RELATION TO PREMIUMS

Another important element in considering the costs of health insur-
ance to the elderly is the extent to which premiums paid are returned
to the aged in the form of benefits. In other words, “How good a
value is commercial health insurance?”’

In responding to questions during our hearings, concerning the
percentage of premiums returned in the form of benefits, insurance
Industry spokesmen repeatedly cited the mass enrollment or group
health insurance plans as illustrative of high benefits return—with
payout of anywhere from 80 percent of premiums upward.

A good example of how the health insurance industry sought to
portray the unusual situation as being the usual is contained in the
response of the research director of the HIAA, Mr. Joseph F. Foll-
mann, Jr., to a question by Senator McNamara:

Senator McNamara. Doesn’t insurance company over-
head account for almost half of the premiums paid on indi-
vidual policies and would this not be an important factor in
the cost of providing insurance?

Mr. Forumann. No, Senator. In the data which we have
with respect to coverages for people over 65, for example, in
the statewide programs, the expense of operation runs from
5 or 7 percent to 10 to 15 percent. This is made up of
essentlally three components, two of which are about equal—
one being operating costs, and the other being what we call
acquisition costs—the cost of putting the business into effect.
The third factor is taxation.

Senator McNamara. So you think that it is closer to, shall
we say 10 percent? This is slightly exaggerating the figures
You gave us, the overhead involved in insurance premiums.
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Mr. Forumann. That is right, the cost of operation and
taxes.

Senator McNamara. Well, this sounds astonishingly low
to me, but this is your evaluation of the situation.

The three “State 65’ plans which Mr. Follmann used as illustrative
of typical insurance company overhead have only 175,000 people
enrolled. Mr. Follmann’s reply begged the question for very good
reason.

At least one-half of the commercial health insurance policies held
by older people are not of the mass enrollment or group type. They
are the policies issued on an individual basis and subject to individual
acceptance or rejection by the company. The payout picture here is
considerably different than that for the group or mass enrollment plans.
‘According to data provided by the Health Insurance of America,
itself, only 51 percent of all premiums received for individual health
insurance policies (for people of all ages) was returned in benefits in
1962. In 1961 the benefits payout was only 53 percent of premiurns.

During the course of our hearings (Apr. 28, 1964) Senator Hiram
L. Fong, had an illuminating colloquy on the question of benefits
paid in relation to premiums charged, with Mr. A. M. Hansen, Vice
President of Mutual of Omaha:

Senator Fone. * * * Now, as a mutual company, do I
understand that you do not make any profit? That is,
you charge the policyholder what it costs you to really give
him the benefit. Is that correst?

Mr. Hansen. T'hat is correct. :

Senator Fong. So, from that standpoint, if the cost is low,
your premium will be low, and if the cost is high, your
premium will mount accordingly?

Mr. HanseN. T'hat is correct. There is no money paid out
of our organization to stockholders who may buy stock for
the purpose of seeking a profit.

Senator Foxe. But does the premiwm you charge reflect
what it really costs you?

Mr. HaxseN. /¢ does. [Emphasis supplied.]

Mutual of Omaha, subsequent to our hearings, provided the sub-
committee with data on premiums received and benefits paid for each
of the different types of policies in which people 65 and over are
insured (see app. A—4). The following table indicates the percentage
of payout on several of the individual health insurance policies issued
by Mutual of Omaha to the elderly. Apparently it costs Mutual of
Omaha a great deal to provide these policies for the benefits payout
ranged from only 31 percent to 43 percent in 1963.
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Mutual of Omaha policy form

30HO/FHO | 36HO/FHO | 4HO/FHO | 56HO/FHO | 58H0/FHO

1961
(1) Preminms______.cooomeoo. $5, 323, 540 $769, 708 $1,044, 432 $225, 636 $152, 808
(2) Benefits. ... $1, 928,247 $199, 563 $332, 850 $99, 129 $41, 262
(2) as percent of (1) 36 26 32 44 27
1962
(1) Premiums_._..____.________. $7,286, 058 $1, 024, 236 31,329, 667 $396, 179 $190, 601
(2) Benefits__ ... . $2,851, 453 $366, 337 $468, 464 $148,717 $53, 627
(2) as percent of (1) 39 36 35 38
1963
(1) Premiums. .cececvmenameanaoe $8, 853, 617 $1, 229, 432 $1, 463, 936 $548, 573 $218, 304
(2) Benefits_ . _....c_.... $3, 782, 321 $489, 564 $588, 030 $216, 038 $68, 630
(2) as percent of (1) 43 40 40 39 31

The statement of the Health Insurance Association of America,
presented at our hearing on April 28, 1964, by the organization’s
research director, Mr. Joseph F. Follmann, Jr., included the following:
“The cost of health insurance is and must remain a reflection of the
costs of and expenditures for hospital and medical care.” That
comment reflects, however, only a very incomplete image. The
“cost of health insurance” also remains a reflection of the very sub-
stantial costs of insurance company overhead.

COST OF BLUE CROSS COVERAGE

Blue Cross hospital insurance coverage, on the other hand, has a
relatively small percentage of its total premium income allocable to
the costs of operation. It is true, of course, that Blue Cross does
not have to include in its overhead payment of taxes, commissions
to insurance agents, and profit factors. But, Blue Cross has problems
of its own.

Blue Cross is in serious trouble. Under cost and competitive
pressure, it is rapidly divesting itself of those unique characteristics—
“service benefits” and “community rating”’—which have heretofore
justified its special status. Abandonment of the ‘“‘service benefits”
feature places the older Blue Cross subscriber in a tight box. Loss of
the advantage of ‘“‘community rating” clamps the lid on that box.

In our discussion of the “adequacy’ of hospital insurance for the
elderly we described how Blue Cross coverage for older people was
covering progressively smaller proportions of the hospital bills. This
unwholesome consequence is attributable to the increasing usage by
more and more Blue Cross plans of deductibles, coinsurance, and
indemnity allowances in their “senior citizen” and other nongroup
programs. The clderly are given less protection while hospital costs
continue to rise.

Simply stated, ‘““‘community rating’”’ means that an average pre-
mium rate is charged all of the subscribers covered under a Blue
Cross plan’s hospital insurance contract. The high-risk subscriber
and the low-risk subscriber pay the same premium-—the former a
lower rate than would otherwise be necessary and the latter a higher
rate than the extent of his use of covered services would ordinarily
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justify. “Experience rating” is essentially a method whereby each
of the two policyholders described would pay a premium closely
related to his actual use of insurance.

The advantage of “community rating” to the older person is obvious.
The elderly use 2% times as much hospital care as do persons under
age 65. Unfortunately many of the so-called new and expanded
“senior citizen” contracts offered by Blue Cross plans are ‘“‘experience
rated,” and the heavy impact of that rating method is reflected in
the premium charges detailed in appendix D—4.

Prof. Frank van Dyke, of Columbia University, has spent many
years studying and reporting upon the operations of Blue Cross plans.
In a statement submitted at the hearings of this subcommittee,
Professor van Dyke described the seriousness of the situation con-
fronting the older Blue Cross participant. Pertinent and enlightening
comments include these:

According to New York State Insurance Department
figures, a given health insurance contract pure premium cost
of $15.90 per year for a 25-year-old man would cost a 55-year-
old man $45 and a 65-year-old man $72.90. A community-
rated plan averages out these costs I have cited, so that one
premium is charged for each of these three men, if all of them
have Blue Cross group coverage.

A young man would pay higher than age-specific rates
and an elderly man would pay less. This is community
rating. It has required social foresight for Blue Cross to,
in effect, say to the young ‘“pay more when you are young,
so that you will not be priced out of the health insurance
market when you are old.” The New York City Blue Cross
plan and the other plans which have adopted or are moving m
the direction of experience rating are depriving elderly people
of an opportunity to pay their own way at premiums they can
afford * * *. [Emphasis supplied.]

The subcommittee had the benefit of the testimony of another
witness knowledgeable in the ways of Blue Cross and keenly aware of
the desperate situation confronting the older person who loses the
protective umbrella of community rating. State Senator George
R. Metcalf, chairman of the New York State Senate’s Public Health
Committee, as well as chairman of the New York State Joint Legis-
lative Committee on Health Insurance Plans, expressed his concern
to the subcommittee in these words:

Until recently, people covered by Blue Cross had rela-
tively little to worry about because of Blue Cross dedication
to service benefits, liberal conversion privileges, and com-
munity rating. But now Blue Cross plans are having
difficulties in continuing to function as the enlightened social
mechanisms they were when they first came into existence.

Skyrocketing costs of hospital care are imposing serious
drains upon Blue Cross resources. In recent weeks, the Blue
Cross plan serving 7,400,000 subscribers in the New York
City area applied not only for a substantial premium increase
but announced its intention to abandon community rating.

Blue Cross needs more money, unquestionably. But I
urged the New York State Insurance Department to deny, for
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the time being, the request to abandon community rating in
favor of experience rating.

Elderly people are worried and desperate about their need for
health insurance protection. Many marginal health insurance
subscribers in the upper-age levels are just not going to be able
to pay the new, increased Blue Cross premiums predicated on
experence rating * * *.  [Emphasis supplied.]

The Michigan Blue Cross plan has also indicated its intention to
drop community rating in favor of a form of experience rating. The
Blue Cross Association, reporting to the subcommittee on the situation
in Michigan, said that the Michigan Blue Cross plan intends “to
change from community to group experience rating, January 1965. If
permission denied, may have increase in rates. No benefit changes.”

Many smaller Blue Cross plans are already experience rating their
subscribers. The significance of the developments in New York and
Michigan is that the two Blue Cross plans involved are the largest of
the more than 70 plans in the country. They are the pattern setters
for the others. From the standpoint, however, of the elderly and
other nongroup subscribers, the leadership now being demonstrated
in New York and Michigan is in the direction of retreat—not advance.
Even with all the rationalizations offered by Blue Cross in justification
of experience rating, the behavior of the plans can only be interpreted
as strategic withdrawal from the traditional Blue Cross objectives of
offering adequate hospital insurance at premium levels acceptable to
high-risk population groups such as the elderly.

The older Blue Cross subscriber fortunate enough to have his
coverage through a group may very well receive a temporary premium
cost advantage through operation of the experience rating mechanism.?
But, the large majority of the almost 5 million Blue Cross subscribers
over age 65, are not covered through groups. They are the nongroup
subscribers who will bear the brunt of substantially higher premium
charges developed under experience rating. The temporary premium
advantage accruing to the employed older Blue Cross subscriber by
virtue of coverage in a group at his place of employment will evaporate
in large part when he %eaves the labor force. Not only will he have
to pay much more for Blue Cross protection, but as may be seen in
appendix D—2, he may be required to transfer to a contract which often
provides substantially less insurance than he previously received.

We believe our concern with these unwholesome trends in Blue
Cross is understandable. More than one-half of those older people
who now hold any kind of hospital insurance are insured by Blue
Cross. Blue Cross protection has, on the whole, represented the best
protection available to the older person for the premium charged.
Blue Cross policies are not canceled or terminated because a particular
subscriber requires extensive hospital care. But all of the advantages
of Blue Cross are meaningless if the older subscriber is priced out of the
market. And, as app. D—4 notes, the elderly who hold Blue Cross
policies have been virtually priced out of the market in most plans
even without the final blow of experience rating. The Blue Cross

* Another serious problem suggests itself as emerging from the switch from “community’ to ‘‘experience"’
rating. Under ‘“‘community”’ rating the premium cost to an employer of providing coverage to his older
workers is the same as for his younger employees. Under ‘“experience” rating the greater cost of coverage
for older employees (and their older spouses) might vory well serve as one more barrier to the employment
or retention of older workers.
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Association reporting to the subcommittee in behalf of the various
plans, documented the familiar pattern of increase upon premium in-
crease in the charges for Blue Cross protection (see app. D—4). The
Blue Cross Association’s response to the questionnaire of the sub-
committee also listed a substantial number of plans which intend to
increase premium rates even further during the near future.

There are a number of reasons why Blue Cross seeks to abandon
community rating in favor of experience rating. While the principal
reasons are those relating to increasing the ability of Blue Cross to
compete with the commercial health insurers, there is another im-
portant consideration which must not be overlooked.

Where a Blue Cross plan operates under the community rating
method, its application for a general increase in premium charges is
usually subject to a public hearing which affords all parties concerned
in a given plan area an opportunity to comment upon, criticize, or
endorse the proposed change. This procedure of open hearings
conducted by State insurance departments is very definitely in the
public interest. Blue Cross plays too significant a rolein a community
mvolving too many consumer dollars for it to be permitted to make
broad policy changes without the salutary effects of widespread public
participation in the decisions. While the publicity often given to
Blue Cross requests for rate increases may make some plan officials
uncomfortable, we believe it is far better for a quasi-public institution
such as Blue Cross to regularly place all of its cards on the table—out
in the open. Public hearings would be far less frequent an occurrence
if experience rating becomes the standard pattern for Blue Cross
ratemaking.

Both Professor van Dyke and Senator Metcalf described the com-
petitive pressures upon Blue Cross. Professor van Dyke stated:

The reason usually given for the desire of some Blue Cross
officials to experience-rate their contracts is competition from
the insurance companies, The insurance companies single
out the so-called good risks and leave the remainder to Blue
Cross. This is undoubtedly so, but it is not the whole story.
Many employers and unions do not want to pay the premiums
necessary to provide the high level of service benefits avail-
able through Blue Cross. They want indemnity coverage
because indemnity insurance, by paying only a portion of
the hospital bill, can be sold at a lower premium. Blue Cross
cannot pick up such accounts unless it abandons service
benefits * * *.

When questioned as to why Blue Cross sought to drop community
rating in favor of experience rating, Senator Metcalf told the sub-
committee:

Well, T think basically the reason why they are forced into
that position is because of the attitude and the practices of
the commercial carriers who have stimulated this kind of
insurance writing for a number of years. As a matter of
fact, one of the main reasons now why they have gone into
experience rating is to protect a great many of the contracts
that they now have who insist upon some kind of experience
rating or they will depart from the Blue Cross fold. So I
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think this is primarily a step in the direction of protecting
themselves against competition.

As to the effects of abandonment of community rating upon the
nongroup subscriber, Senator Metcalf said:

Now, of course, what happens to those people who are in
the direct pay groups and who cannot realize the advantages
of experience rating and must, therefore, depend upon a
reduced community rating in the areas in which they are,
those people are going to have a higher rate to pay. As a matter
of fact, it was brought out during the testimony in New York
City that those rates could increase by as much as 100 percent
within a period of 3 years.

Now, if anything like that should happen, which I doubt,
but it could happen, those people on reduced income would
be almost in the position of having their insurance taken from
them. [Emphasis supplied.]

The chairman of this subcommittee and other members closely
followed the careful and thoughtful analysis of the implications of a
Blue Cross change from community to experience rating presented by
Senator Metcalf. Later, that same day (April 29, 1964), Senator
McNamara, concerned with the possible consequences of a change to
experience rating in Michigan, questioned the president of the Blue
Cross Association, Mr. Walter J. McNerney:

Senator McNamara. Then if I were the individual who
owned a Blue Cross policy, it will cost me more if I have to
pay it all myself. Is that not correct?

Mr. McNErNEY. It is true that if people who are high
risks paid according to their own experience then it would
cost a lot of money for them. But the whole philosophy of
prepayment is that you spread that risk as broadly as pos-
sible which we would continue to do under this new type of
class rating.

Senator McNaMara. But obviously people over 65 are a
higher risk by themselves than if you take it all the way
across the board, so therefore, we come out the same as stated
in our case.

Mr. McNErnNEY. They are a higher risk by approximately
a factor of 2, and therefore must, in some manner, be folded
within a group.

Senator McNamara. You say a factor of 2, and I say it
costs about twice as much, so we are saying the same thing
are we not?

Mr. McNEezrney. Very good.

It is clear that community rating, coupled with service benefits
and the broad availability of Blue Cross to most segments of the
community, have placed Blue Cross in a difficult competitive position
in relation to commercial insurance companies.  As hospital costs rise,
the benefits expense of a service benefit plan rise much more rapidly
than the cash indemnity type of program typical of most commercial
health insurance. For example, the cost of a commercial hospital
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insurance daily room and board allowance of $10 remains the same
even though the actual cost of that care rises from $15 to $20 a day.
Blue Cross, on the other hand, under the service concept of payment
must increase its payout by another $5 to meet the rise. Thus, the
increasing cost of care plus the fact that Blue Cross enrolls people—
such as the elderly—who use above-average quantities of hospital
services, means that Blue Cross rates rise more rapidly and sharply
than commercial health insurance. These facts undoubtedly scare
off many prospective Blue Cross group accounts.

But appreciation of the competitive situation confronting some
Blue Cross plans does not solve the problem of providing reasonably
%'iced adequate protection to older people. And, as Professor van

yke put it, there are important questions as to whether Blue Cross
should mold itself into a shape resembling that of the commercial
health insurer so that it may compete on similar terms. Professor
van Dyke commented:

I would like to discuss, however, the question of competi-
tion from a somewhat different point of view than a series
of companies with a series of salesmen taking business away
from each other in a saturated market. Competition to be
meaningful to the pubdlic, should offer a choice. It is painful to
a Blue Cross board to lose a large account when it is clear
that it could be retained through experience rating. But if
Blue Cross abandons community rating, the public is de-
prived of the choice between a community-rated and ex-
perience-rated plans. Anyone who wants an experience-
rated hospital plan can buy it from an insurance company.
Blue Cross is the only plan offering community rating,
Looking at it from the public viewpoint, what advantage 18 it to
the public to establish a tax exempt Blue Cross corporation for
the purpose of competing with insurance companies on their
own terms? ho gains from such an arrangement? [Empha-
sis supplied.]

As we have stated and indicated Blue Cross and its older sub-
scribers are in very serious trouble. Blue Cross is faced with an
impossible dilemma under present circumstances. To continue as
it has, means frequent rate increases which will make Blue Cross
virtually noncompetitive with the commercial health insurers. The
route of experience rating and abandonment of service benefits is
nothing less than a complete denial of the basic reasons for the existence
of Blue Cross. There is, however, an alternative—enactment of a
program of hospital insurance benefits for the elderly financed through
the social security mechanism.

A social-security-financed hospital insurance program would
relieve Blue Cross of the virtually intolerable pressure upon premium
rates generated by the millions of its over-65 subscribers who have,
heretofore, paid substantially less than the actual cost of their protec-
gion. (A Blue Cross spokesman estimated in 1961 that it then cost
Blue Cross $375 million a year to provide benefits to older subscribers
but that the plans received only $200 million in premiums from the
elderly.) Blue Cross would, obviously, then be in a more competitive
position.,
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Without a social-security-financed, hospital insurance program for
the elderly, older Blue Cross subscribers will find it progressively
more difficult to cope with the rapidly rising premium costs. The
elderly will, in effect, be priced out of Blue Cross. Without Blue Cross
protection, millions of older Americans may have no recourse other than
the public assistance rolls when illness strikes.



MINORITY VIEWS OF SENATOR EVERETT McKINLEY
DIRKSEN, SENATOR BARRY GOLDWATER; AND SENATOR
FRANK CARLSON

Progress in financing health care for older Americans during the past
10 years, 5 years and, indeed, the past 2 years, has been swift and
far reaching.

The dynamic character of the recent record, attested by statistical
evidence from all sources, clearly promises continuing growth of
effective health protection for older persons in the months ahead.

These advances are products of individual action, private corporate
initiative, both profit and nonprofit, and governmental programs at
Federal and State levels.

Future progress calls for aggressive extension of voluntary health
insurance, which is the method of choice for most Americans, and
{loxi more effective use of Federal-State programs for persons in need of

elp.

‘Abandonment of the national philosophy through which the current
vigorous movement has been created would be regrettable. Appro-
priate changes in governmental programs within the concepts of
established policies, on the other hand, should be considered most
carefully. _

Any evaluation of progress, past and anticipated, must be based
on therecord. In health care for older Americans, the facts, including
those revealed during the April 27-29, 1964, hearings of the subcom-
mittee, speak for themselves.

Appraisal of progress calls for answers to several key questions.

Have recent increases in health insurance coverage of older persons
kept pace with the needs of most in this age group?

oes the evidence show that effective health insurance is available
to more and more people?

Does the record show increases in access to and purchase of guar-
anteed renewable insurance?

Does the variety of insurance policies and plans permit selection of
coverages most suited to the varying needs of individuals?

Are benefits being paid through voluntary health insurance to older
people commensurate with rising cost of services?

Are Blue Cross, Blue Shield, and the health insurance industry
making vigorous efforts to expand and improve coverage for persons
past 657

Is progress of voluntary health insurance sufficient to warrant
confidence in its ability to meet the needs of most older persons?

The answer to each of these questions, as clearly revealed in the
A{)_ril”27—29, 1964, hearings by the subcommittee, is a resounding
“Yes’.

SUBCOMMITTEE HEARINGS, APRIL 2729, 1964

Approximately 5 million persons past 65 now hold Blue Cross plan
membership, including many who have had such coverage throughout

37
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their lives. A comparable number of older persons are protected
through private insurance companies and other prepayment plans.
These totals approximated 54 to 60 percent of the present population
over 65 at the end of 1962.

In these minority views, we are concerned chiefly with the volunta
health insurance record and its relationship to older people. Second-
arily, recognition must be given to progress made in Federal-State
medical assistance programs. The majority report, however, high-
lights a diversion which demands special inmediate comment.

The majority statement, employing language at once strong and
emotionally charged, impugns the integrity of a reputable organization
representing a highly important segment of our economy. It is both
implied and openly stated that the Health Insurance Association of
America, a respected association of insurance companies, has deliber-
ately engaged 1n falsification of its statistics.

In the development of this thesis, the majority statement contains
incorrect statements and false assumptions which will be specified
in an appropriate place.

It is recognized by statisticians, including those in Government
agencies, that data on any subject can differ. A major reason is
difference in methodology. Regardless of methodology, however,
errors will occur. The evidence does not show that the data gather-
ing process of the Health Insurance Association of America was other
than scientifically conceived and honestly reported.

Dr. Forrest E. Linder, Director, National Center for Health Sta-
tistics, Public Health Service, was asked by Senator Dirksen during
the April 27-29 subcommittee hearings:

Would you explain the difference [between National
Center for Health Statistics and HIAA estimates of persons
over 65 holding health insurance] as a result of difference in
methodology?

Dr. Linder, responding to this lone question voiced on this matter
during the bearings, said:

Well, the two figures are collected by entirely different
methods and both methods are subject to technical varia-
tion and technical error. As a matter of fact, we regard
the correspondence between our figure and the insurance
figure as very satisfactorily close, with one factor of the dif-
ference being this still undetermined knowledge about the
extent of multiple coverage.

I think it is pertinent to say that if the insurance figure is
60 percent and if that is based on the multiple-coverage
estimate of 13.5, then if the true multiple-coverage figure
was as much as 22, the insurance figure would correspond
exactly with ours.

So, I think we can say with some degree of confidence * * *
that the amount of coverage is someplace between 54 and 60
and on the amount of duplication, multiple coverage is
someplace between 13 and 22.

There is a real possibility, however, that the smokescreen raised in

the majority report may obscure the private health insurance record
of progress developed at the April 27-29 subcommittee hearings.
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In testimony presented to the subcommittee, there was much in-
formation on availability of private health insurance for persons over
65, the types of coverage, and the trends with respect to (1) growth in
the number of persons covered and (2) expansion of benefits under
various plans. None of this positive testimony appears in the ma-
jority report.

The minority has no intent to impugn the motives of the majority
report. We would caution, however, against uncalled for discrediting
of private enterprise and initiative which in so many instances, par-
ticularly as related to interests of the elderly, have greatly lessened
what might become unnecessary burdens on Government.

Tt is almost inconceivable that a statement purporting to report on
the status of private health insurance for older citizens should be
void of reference to progress over the past decade. Regardless of
which source of data is used, a tremendous growth pattern is revealed.
A report which gives no recognition to this fact can only raise questions
as to its credibility.

Neither space nor time available to the minority permits complete
response to every specific in the majority’s unrestrained criticism of
voluntary insurance. Its statement appears to be aimed at discredit-
ing and undermining public confidence in Blue Cross and the health
insurance industry.

Nor is such response necessary.

The facts are in the published record of the April 27-29 hearings
held by the subcommittee.

At the April hearings the principals involved presented their records
and responded to interrogation. Judgment of the majority statement
can only be valid when it is related to and compared with those direct
confrontations.

NEW DEVELOPMENTS, 1957—62

A chronological review of selected events in the 5 years between
1957 and 1962 provides a dramatic picture of recent developments in
financing medical care and the manner in which the Nation is re-
sponding to special health needs of older persons:

1957—TFirst over-65 mass enrollment health insurance offering by an
individual company (Continental Casualty Co.).

1958—Tirst, offering of association group health insurance through an
organization with membership generally open to all older per-
sons (American Association of Retired Persons). .

1958—TFirst over-65 mass enrollment health insurance offering by an
individual company on a national basis (Mutual of Omaha).

1960—Enactment of Kerr-Mills Act by Congress and inauguration
under it of first State medical assistance for the aged programs
(Massachusetts, Michigan, Oklahoma, Washington, West
Virginia).

1961—TFirst offering of statewide mass enrollment plans by a volun-
tary association of health insurance companies (Connecticut
65).

1962—TFirst offering of over-65 major medical coverage through mass
enrollment by an individual insurance company (Continental
Casualty Co.).

~ 1962—TFiftieth State extended vendor payment medical services (under

Kerr-Mills Act and previous Federal authorization) to old-age

assistance recipients (Delaware).
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The Blue Cross-Blue Shield plans, which have had wide enrollment
among older people since their inception, have, of course, conducted
mass enrollments since 1957 for persons over 65 who did not choose to
.enroll at an earlier time in life.

Inclusion of Federal-State programs in this chronology is appro-
priate because there are portions of the population for which volun-
tarily purchased private health insurance does not normally provide
answers to medical financing needs.

Regarding health insurance, the way in which these new approaches
have been and are being extended was developed in detail at the sub-
committee’s April 27-29 hearings.

It should be noted that this chronology takes no account of growth
in longer established types of coverage including regular group health
insurance coverage of employed and retired persons and the widely
held Blue Cross-Blue Shield plans.

Over the latest 10-year period, 1952-62, on which data has been
reported, insurance protection against costs of medical care—as a
result of these and other continuing developments—has been extended

- to approximately 9 or 10 million persons over 65, an increase of from
6 to 7 million over the 3.4 million covered in 1952.

Concurrently medical vendor payment progra 1s under old-age
assistance have been improved and expanded to cover more than 2
million persons, an increase in excess of 1 million.

This total of roughly 11 to 12 million covered people is exclusive
of persons eligible for the medical assistance for the aged programs
created under the 1960 Kerr-Mills Act.

In view of this continuing progress and the fact that nonmedical
problems loom large for many older persons, the desire of older people
to live independently and with maximum freedom of choice should
be respected.

FEDERAL GOVERNMENT'S ROLE

The Federal Government should direct its primary efforts toward
encouraging and stimulating:

(1) Improvement in income—for both those now past 65 and
those who will attain such age in the future.

(2) Improvement in publicly financed medical care programs
for those who ars unable to meet the costs without help.

(3) Continued growth in private voluntary health insurance.

(4) Reduction -in unfair economic burdens on older people
which result from inflation.

The Federal Government should avoid action which (1) would do
injury to the Nation’s excellent medical care systam, or (2) undermine
the institution of voluntary health insurance which is contributing so
much to that system’s growth.

VOLUNTARY INSURANCE RECORD

A comprehensive review of progress in voluntary health insurance
for older Americans comparable to that afforded by the proceedings of
the subcommittee’s April 27-29 hearings is not practical here. Some
information relating to important patterns and trends as to the variety
of plans available to older people—including those with infirmities and
poor health records—on a guaranteed renewable basis, however,



BLUE CROSS AND PRIVATE HEALTH INSURANCE COVERAGE 41

iieserves the emphasis which comes with brief repetition and corre-
ation.

Apparently most of the health insurance coverage of persons past
65 is divided about equally between Blue Cross-Blue Shield and
health insurance companies. Both make protection available to older
persons through group plans, mass enrollments, and individual
underwriting.

Walter J. McNerney, president of the Blue Cross Association
reporting to the subcommittee that persons past 65 represent 9.1
percent of the total Blue Cross enrollment, commented at the April
27-29 hearings:

This percentage is practically the same as the percentage of
senior citizens in the total national population.

With reference to steps taken by Blue Cross plans on behalf of older
persons, Mr. McNerney said:

Every Blue Cross plan in the United States has enrolled
senior citizens through some combination of the following
methods. You have already heard of most, if not all, of the
methods.

Blue Cross has stimulated management and labor interest
in retaining retired workers within groups of those actively
employed.

Members leaving a group are encouraged to convert to an
individual, direct-pay basis. Open enrollment periods are
held during which all persons in the community including the
aged are able to enroll. Special programs for the aged have
been designed and offered.

We do not as a matter of practice cancel anybody who has
become a member of Blue Cross. Our benefits are designed
to be as helpful and as economical as possible and we believe
that the rates covering these benefits are probably lower for
comparable coverages than almost any you can find by any
responsible carrier.

Those on group rates, those aged that are part of a group,

“receive the same rates and benefits as other members of the
group. In many instances this care is financed completely
or in part by the employer.

" Mr. J. F. Follmann, Jr., director of information and research, Health

Insurance Association of America, summarized a description of
expanding types of coverage available through health insurance
companies as follows: :

There are nine principal methods being employed by
insurance companies to make health insurance available to
both the present aged population as well as those that will
become senior citizens 1n the future.

These methods include both group approaches, mass enroll-
ment techniques, and individual coverages of various types.
In addition, there are, of course, coverages available through
Blue Cross and Blue Shield plans. It is clear that private
health insurance is generally available, regardless of physical
condition, for both the present and future aged.
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Almost half of the aged insured with insurance companies
are covered under group policies. For such persons, it is
not infrequent that the employer pays some or all of the
premium charge.

Vigorous competition among insurance companies and
Blue Cross plans, all under the supervision of State insurance

- departments, assures the public of & reasonable relationship
between benefits and premiums in the instance of both
group and individual policies.

Testimony by other witnesses at the April 27-29 subcommittee
hearings confirms the opinion that there has been substantial expan-
sion in the scope of benefits provided by voluntary health insurance
coverages. 'The combination of public spirit and intense competition
reflected in the record, and in statements by the several representatives
of Blue Cross and the insurance industry, has produced further a
situation in which the number and percentage of persons past 65
with private health insurance clearly is increasing rapidly.

INCREASES IN HEALTH INSURANCE COVERAGE

According to a Social Security Administration study made in
March 1952,' 3.4 million persons past 65 held health insurance, or
26 percent of the noninstitutionalized aged.

A September 1956 2 study, also made by the Social Security Admin-
istration, showed an increase in coverage to 36.5 percent of the older
population.

A third study?® by the Department of Health, Education, and
Welfare, made 1 the fall of 1959, showed still another increase to
46.1 percent. At about the same time a Health Insurance Associa-
tion of America study (December 1959) showed voluntary health
insurance coverage of 49 percent of the persons 65 and over.

The most recent data supporting this growth pattern was reviewed
at the April hearings by the subcommittee and was based on three
different studies.

The National Center for Health Statistics, Public Health Service,
study showed voluntary health insurance coverage as of 1962 to be
54 percent of the noninstitutionalized aged. ‘

The study reported by the Division of Research and Statisties,
Social Security Administration, showed 1962 coverage of 51 percent
of all persons past 65. When allowance is made to exclude the
institutionalized aged, this study corresponds closely to the Public
Health Service data. Both studies employed household interviews
of older people.

The third set of data for 1962 is that from the Health Insurance
Association of America based on a survey of insurance company
records and coverages reported from other sources for Blue Cross
and other type plans. It concluded that 60 percent of the noninsti-
tutionalized persons past 65 were insured.

md Agnes W. Browster, ‘“Hospitalization and Insurance Among Aged Persons, A Study
Based on a Census Survey in March 1852, Bureau Rept. No. 18, Division of Research and Statistics, Social
Security Administration, Washington, D.C., April 1953,

2 “Hospitalization Insurance for OASDI Beneficiaries,” report submitted to the Committee on Ways and
Means by the Secretary of Health, Education, and Welfare, Washington, D.C., Apr. 3, 1959, p. 43.

3 U.8. National Health Survey, “Interim Report on Health Insurance,” Health Statistics, series B-26,

U.8. Department of Health, Education, and Welfare. PHS Publication No. 584-B26, Public Health Serv-
ice, Washington, D.C., December 1960.
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_ Regardless of differences in survey techniques, each of these three.
studies demonstrates a growth situation the magnitude of which
cannot be ignored. '

This recent record and new developments commented on earlier
indicate continued future expansion of coverage and benefits despite
the fact that already well over half the 65-plus population is now
insured.

1t is understandable that those who advocate replacing the volun-
tary movement with a compulsory scheme choose to close their eyes
to ‘this impressive record. Only by so doing can they persist in
claims of a vast unmet need, a need which, in fact, is steadily diminish-
ing. It is declining not alone as a result of newly available voluntary
health insurance, but also as a result of expanding Government
assistance programs for those in need of help and as a result of im-
proving economic situations among those who have and- will attain
age 65.

. The improvement in basic economic capacity among older people
has been vigorously supported by the minority. Our efforts toward
this objective will be continued aggressively.

It appears prudent to build on what we have. Federal policies
and actions, therefore, should continue to emphasize effective en-
couragement of voluntary health insurance offering older people a
wide variety of choice to be freely exercised by them as individuals.

FEDERAL-STATE SUPPLEMENTARY PR_OGRAMS

Efforts to evaluate the effectiveness of voluntary health insurance
alone, without reference to other resources of older people, inevitably
produce an incomplete picture. Disregard of voluntary health insur-
ance in appraising Government programs similarly produces an incom-
plete and obviously faulty record.

Some advocates of special points of view, in their eagerness to make
a case, unfortunately have succumbed to just such temptations. To
avoid this error, the minority believes that a brief review of existing
Federal-State programs is called for.

The past 10 years have seen substantial expansions in coverages
and medical benefits for the 12 to 14 percent of the over-65 population
who rely on Federal-State old-age assistance programs.

According to the 1952 Annual Report of the Federal Security
Agency, there were, in that year, 13 States participating in the modest
Federal-State program of OAA vendor payments for medical care
authorized by the Congress in 1950. Medical services under these
programs were available to approximately 550,000 old-age assistance
recipients. Seven other States, with a total of approximately 425,000
OAA recipients, had medical vendor payment programs without
Federal participation. :

These State and Federal-State programs together made medical
services available to approximately 975,000 persons.

Expansions of the medical vendor payment programs were author-
ized by the Congress in 1956, 1958, and, most recently, under the
Kerr-Mills Act in 1960. All 50 States, as a result, have now under-
taken, with greatly expanded benefits, this type of program for older
persons presumed to be in greatest need.

33-918—64——4
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As of December 1962, the number of persons thus covered was

12,225,731.* This increase of over 1 million is significant in any ap-

praisal of coordinated governmental and voluntary efforts to meet
the medical needs of older people.

More recent than the OAA programs, and still developing rapidly,
is the medical-assistance-for-the-aged program authorized by Congress
in 1960. Tts very newness, and current recordkeeping practices under
the program, make accurate statistical evaluation difficult, but it
constitutes & major step in meeting medical needs of many older per-
sons.

This program, based on Federal grants to the States, is intended to
provide help to older persons who are not on old-age assistance rolls,
but need aid in meeting medical expenses. The law requires that
State programs make available both institutional and noninstitutional
care,

Thirty-nine States and the District of Columbia have enacted
necessary legislation, including assignment of funds, for implementa-
tation of medical-assistance-for-the-aged programs. Two additional
States have authorized the program.

It should be noted that, of the nine States which have taken no
action to implement MAA under the Kerr-Mills Act, five have, pre-
sumably as a result of other provisions of that act, extended the medi-
cal vendor payments program to old-age assistance recipients since
1960 for the first time. Three others expanded existing OAA medical
programs. That the first steps by these States should be for the
benefit of those in greatest need is understandable.

It is a reasonable assumption that, with the experience thus gained,
these States, too, will make medical-assistance-for-the-aged programs
available. Current legislation now under consideration by several
gives support to this assumption.

Action by the States on the medical-assistance-for the-aged program
since adoption of the Kerr-Mills Act, has not been confined to passage
of original enabling legislation. A number of States have expanded
their MAA programs. It may be expected that this process of making
eligibility rules and benefits more reasonably match the need of older
people will continue.

It is impossible, on the basis of data available, to know how many
persons past 65 are, or will be, eligible for help under the 40 fully au-
thorized medical-assistance-for-the-aged programs. Some are not yet
in operation; others have been in existence less than a year. Calcu-
lation of numbers eligible is further complicated by the fact that the
only current records simply show, for specific months, the number of
persons who actually receive benefits. Since only a small portion of
those eligible require services during a given month, such figures give
but little indication of the programs’ scope. It is clear, however, that
the number eligible for services is substantial and growing.

Vigorous steps, based on careful and positive-minded study, cer-
tainly should be undertaken at both Federal and State levels to assure
full implementation of the medical assistance for the aged program in
accordance with the intent of the Congress.

4 ““Advance Release of Statistics on Public Assistance,” Division of Program Statistics and Analysis,
U.8. Department of Health, Education, and Welfare, Washington, D.C., December 1962.
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INFORMATIONAL GAPS

Oversimplification of problems encountered in paying for medical
care can result in a serious disservice to the Nation and its people,
young and-old.

For example, if we conclude that an estimated total of 12 to 14
million persons over 65 are covered by voluntary health insurance,
old-age assistance medical programs, and medical assistance for the
aged, to then assume that there remains an unmet need embracing
3 to 6 million people would produce a gross oversimplification.

As indicated by a number of independent studies, such as that by
the National Opinion Research Center of the University of Chicago
in 1959, numerous other factors must be considered to get an accurate
picture.

How many of the noninsured are so by choice because they are
eligible for medical care as veterans? How many have the means to
purchase insurance, but choose not to do s0? How many rely on still
other arrangements for needed medical care?

Some information is available to shed light on such questions.
Problems of statistical duplication, however, create a cloudy picture.

There were 2.2 million veterans over 65, for example, in December
1962, over 12 percent of the older population. We do not know how
many of these choose to rely on the Veterans’ Administration for care
when needed.

There are others who receive care from local public or private
agencies. There are some who receive care as being totally and
permanently disabled or as being members of the Armed Forces,
seamen, members of religious orders, or as a professional courtesy,
and still others who have sufficient income, accumulated assets, or
family resources to feel no need for insurance.

Ethel Shanas, in her report on the study conducted by the National
Opinion Research Center of the University of Chicago,” said:

All persons who had no health insurance were asked
- whether they would be interested in obtaining coverage.
Half of them said they would be, but that they could not
afford it (34 percent of the total) or that “They won’t sell
me any” (16 percent). Ome-fourth said flatly, “I don’t want
it,” and the same proportion said, “I’ve mnever thought
about it.”

In her testimony at the subcommittee hearings in April, regarding
the study conducted under her direction for the Social Security
Administration, Dr. Ida C. Merriam reported on health insurance
coverage among married couples, single women, and single men,
respectively, according to whether their incomes were in the upper,
lower, or middle thirds. In the upper income brackets, 20 percent
of the couples, 34 percent of the single women, and 36 percent of the
single men, she stated, had no health insurance.

This data for upper income people appears to confirm the conclusion
that many older persons simply do not want health insurance.

Unfortunately, for reasons best known to themselves, some prefer
to rely on the Inaccuracies produced by oversimplification. As a

—_—
s Ethel Shanas, “The Health of Older People, A Social Survey” (Harvard University Press, 1962), p. 81.
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result little has been done to clear away even those statistical clouds.
capable of dispersion.

Much more intensive study and correlation of available and pro--
curable data appears appropriate. Without it, appraisal of the.
medical situation of our older people is quite hazy,

References usually made to income statistics and budgetary require--
ments of older persons constitute another common oversimplification.

To assume that a retired couple with an annual income of $2,000:
is in serious financial straits, or is incapable of purchasing health
insurance, simply does not jibe with reality. Depending on mode of
living, homeownership, geographic location, and other individual
circumstances, such income could either produce financial difficulties,
or permit reasonably handsome living.

Reference is often made to a national median income for an over-65.
couple of $2,875 per year. Immediately, then, the implication is.
made that half of the over-65 couples cannot provide for themselves.

This is a classical oversimplification which can be misleading. In
what part of the country do these couples live? What type of com-.
munity? What assets do they have? Are most of those with in-
comes above the median living in high-cost areas? Are most of those .
with incomes below $2,875 a year living in low-cost areas?

These questions suggest need for a thoroughgoing study, including -
examination of budgets related to living patterns of people in a variety
of individual circumstances. The immense costs borne by taxpayers,
young and old, in any governmental program demands such a study.
It has not yet been made.

Available information suggests that the wisdom of State rather-
than Federal administration of any broadened medical assistance
would be supported by such a study.

QUESTIONS ON NUMBER OF OLDER PERSONS INSURED

The “core of the controversy over the most suitable methods” -
of financing medical care for older Americans is not, as stressed in the
majority statement, to be found in judgments as to the comparative
accuracy of the three studies reported to the subcommittee regarding -
the number of persons past 65 covered by voluntary health insurance.

The important fact is that each of the three studies showed:

(1) Most older citizens are now covered by voluntary insur-.
ance.

(2) Increases in coverage, both numerically and percentage- -
wise, have been rapid during recent years.

The attack on the Health Insurance Association of America in the
majority report is predicated on two claims: (1) an alleged over-
statement by the association in 1963 of the numbers of persons past 65
insured by individual companies under mass enrollment, plans, and
(2) faulty statistical methodology alleged to have been deliberately
used by the association (in its December 1962 study) for the purpose of
creating a falsely exaggerated picture of insurance coverage among -
older people.

The objective is to discredit HIAA’s estimate that, as of December -
31, 1962, voluntary health insurance coverage was held by 10,300,000
persons past 65.

As noted earlier, the only professional opinion requested by the
subcommittee on this point was a question by Senator Dirksen of the -
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minority and was directed to Dr. Forrest E. Linder, Director, National
Center for Health Statistics, Public Health Service. His response
gave recognition to the validity of Health Insurance Association of
America methodology and the normal probability of differences in
results between the HIAA study and his own.

Tt is not the purpose of the minority to defend the Health Insurance
Association of America or its data. A judicious attitude and long
acceptance of their reliability by numerous Government agencies,
both legislative and executive, however, call for a careful review of
charges in the majority statement with particular emphasis on what is
revealed in the subcommittee record.

Regarding the alleged overstatement of plus-65 coverage under
mass enrollment programs conducted by individual companies, the
subcommittee record 1s far from complete.

If this claim had the validity and importance attributed to it in
‘the majority statement, it is difficult to understand why the Health
Insurance Association of America witnesses who appeared before the
subcommittee were not then directly confronted with it.

Tt can only be surmised that such full and open exposure of the
«question might have produced a refutation or reasonable explanation.
The evidence in the record, however, does not show deliberate dis-
honest intent by HIAA.

The more significant majority claim, of course, is that which
«<hallenges the Health Insurance Association of America 1962 estimate
that 10,300,000 older persons had health insurance as being patently
.and deliberately in error.

On this question the record does speak. Careful review of the
April 27-29 subcommittee hearings and the majority statement,
including its appendix, discloses a number of errors which raise serious
«questions about the majority thesis.

The majority statement’s first disagreement with HIAA involves
no challenge of the association’s conclusion that 10,300,000 persons
.over 65 were insured, but instead questions the statement that this
mnumber relates to the noninstitutionalized elderly population. It
suggests that HIAA should have specifically instructed reporting
.companies to exclude from their data insurance policies held by the
institutionalized. Studies which have been made generally agree
that the institutionalized population carry little, if any, health in-
surance. Lacking evidence to the contrary, this suggests that this
key gi)int in the majority statement is little more than a statistical
quibble.

The majority gives recognition to this when it says:

The Social Security ‘“Survey of the Aged” noted that rela-
tively few of the elderly in institutions have hospital insur-
ance policies.

The majority statement next, in a discussion of health insurance
definitions, accuses the Health Insurance Association of America of
altering the definition—*“without mentioning the alteration’—be-
tween 1ts July 1, 1961, and December 31, 1962, surveys. The record
available to this subcommittee fails to support this contention. On
the contrary, reading of the questionnaires employed by HIAA in the
two surveys, as reproduced in the appendix to the majority report,
discloses that the two used identical definitions. :
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The contention which follows, that policies which pay a specific
flat dollar benefit each day a person is hospitalized should be ex-
cluded from statistical studies on coverage, is open to serious argu-
ment. In any event, as indicated in the preceding paragraph, the
record shows no evidence to support the majority claim that HIAA
changed its definitions deliberately “to present an inaccurate and mis-
leading picture of the growth of private health insurance coverage for
the aged between July 1, 1961, and December 31, 1962.”

Part II of the HIAA questionnaire as set forth in the majority
statement’s appendix is pertinent to the next charge leveled against
that organization’s study. It contained instructions which specifically
requested companies to report only those persons and dependents 65
years of age or older. These instructions were applicable to both
group and individual coverage. The majority statement indicating
that the study made no adjustment for spouses under 65, therefore,
does not appear to be accurate.

The majority statement says:

The second flaw in the Health Insurance Association of
America’s methodology concerns their estimates of older
people insured by nonmembers of the association. They
assume that the proportion of aged enrollment to the total
is roughly the same as the proportion of accident and health
insurance premiums written to total premiums. This is in
error.

It then goes on to say that “HIAA projected with some modifi-
cations, the number of aged policyholders by a rather imprecise
method’” in & manner described as fallacious.

The fallaciousness was “demonstrated” by pointing out that the
Prudential and Metropolitan Life Insurance Cos. “accounted for 15
percent of the health and accident insurance premiums written in
1962, yet their aged enrollment represents less than 9 percent’” of the-
total reported by HIAA. This example, conceivably selected be-
cause the companies are household words, appears to ignore several
guestions. How much do different companies tend to emphasize

ifferent kinds of insurance in their total business? How preponderant.
in the “health and accident business” of these two companies is
disability income protection? Are the citing of individual instances
such as this, without comparable citations with reference to coverage
provided through companies like Continental Casualty Co., Mutual
of Omaha, and Bankers Life & Casualty Co., valid in challenging a
statistical projection?

While these questions remain unanswered, the basic charge by the
majority that HIAA employed imprecise statistical methods requires,
in all fairness, specific consideration of what the record contains.

In the statement received from the asosciation, and reproduced im
the majority report’s appendix, entitled “Methodology Employed by
the Health Insurance Association of America in Developing Its
Estimate With Respect to the Extent of Private Health Insurance
Coverage of the Aged,”” there appears the following which is pertinent
to the charge.

The 123 companies which reported a total of 4.8 million
persons at ages 65 and over with some form of insurance
company coverage wrote about 70 percent of the U.S. health
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insurance premiums in 1962 (including both disability in-
come premiums as well as hospital-surgical-medical expense
premiums). The methodology employed in the regular an-
nual survey of the association with respect to persons insured
at all ages entails projecting numbers covered by reporting
companies to a grand total for all insurance companies, based
on the relationship of premiums written by reporting com-
panies to the total U.S. written premiums for health insur-
ance by all companies. Had this methodology been employed
for the association survey of aged policyholders, the result
would have been an estimated 6.9 million aged persons
insured by insurance companies (i.e., 4.8/7).

To avold the possibility of any overstatement with respect
to its estimate as to the extent to which insurance companies
covered persons at ages 65 and over, and to eliminate dupli-
cation of coverage within the insurance business, the associa-
tion did not use the foregoing methodology for projecting
reported enrollment statistics to a grand total. If the non-
reporting companies writing 30 percent of the premium had
the same proportion of persons at ages 65 and over as had
the reporting companies, they would have covered 2.1 million
people. Rather than use this 2.1 million or a figure even
higher, it was assumed that it would be conservative to use
1.3 million for nonreporting companies.

From this it would appear that the Health Insurance Association
of America made commendable efforts to avoid overstating its estimate.
The majority statement then goes on to say:

HIAA’s claim of 10,300,000 aged covered is further upset
by the fact that they attributed a total of 5,300,000 aged
subscribers to Blue Cross as of December 31, 1962.

It then refers to the Blue Cross Association report tofthe sub-
committee that 5,219,000 elderly were covered as of January 1, 1963.
While no explanation of this difference appears in the record, the
HIAA data source is reported in the majority appendix. The source
document, which was also referred to by Dr. Ida Merriam of the Social
Security Administration in her testimony before the subcommittee,
is “Blue Cross-Blue Shield Nongroup Coverage for Older People,”
Social Security Administration, Division of Research and Statistics,
Research Report No. 4. It reports Blue Cross estimated enrollment
of persons past 65, as of December 31, 1962, to be 5,313,771.
inally, in its list of charges against the Health Insurance Associa~
tion, the majority statement makes the claim that the HIAA assump-
tion of a 13-percent duplication of policy ownership among older
%eople “gppears much too low.” The duplication reported by Dr.
orrest E. Linder, Director of the National Center for Health Statis-
tics, Public Health Service, from that agency’s study, was 13% percent.

The majority statement’s challenge of both of these studies takes
two forms.

First, reference is made to data, provided by two insurance com-
panies on direct request from the subcommittee chairman, and alleged
to “provide samples far more extensive than those used by the Health
Insirance Association of America,” which show a much higher
duplication percentage.
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It is common knowledge, even to the statistical layman, that the
size of a sample is not the sole determinant of its validity.

A number of questions immediately occur, therefore, regarding use
of the raw data supplied by these companies—questions which are
not answered by the record. They include the following: Were the
samples selected by methods recognized as statistically valid? How
heavily weighted was the sample with reference to applications for
major medical coverages or other types of insurance normally pur-
chased subsequent to other policies? Did the responses reveal other
basic hospital coverage only, or were they based on questions which
referred to all types of coverage? Is it probable that persons applying
for the types of policies reported on would be those most interested in
supplementary coverage? Is it known how many of the applications
actually resulted in issuance of a policy?

Answers to these and other possibly pertinent questions do not
:appear in the subcommittee record.

The second way in which the majority statement chose to try and
discredit the HIAA 13-percent duplication estimate was through
-questions directed to Dr. Linder in which he expressed the opinion
g}mt underreporting of this item may have been high in the Public
‘Health Service survey made under his supervision.

The danger of underreporting on a question in any household
survey of the type conducted under direction of Dr. Linder, and inci-
-dentally, that conducted under direction of Dr. Merriam for the Social
Security Administration, is commonly acknowledged. Recognition is
-clearly given to this danger by the Census Bureau in many of its re-
ports and by others working in the statistical study field.

It is a factor whicnh unquestionably must be considered in evaluat-
ing all household interview type surveys. Whether a person’s age is
a factor in the extent to which underreporting produces statistics be-
low actual facts is not clear. There is a distinet, possibility, however,
that this method may produce figures lower than those arrived at
through other survey methods.

That this can sometimes be significant is shown by a 1959 Public
Health Service study of “Reporting of Hospitalization in the Health
Interview Survey’” ¢ conducted as part of the U.S. National Health
Survey. This showed underreporting of hospital episodes for the sur-
vey year which ranged from 8 percent in the 18 to 34 age group to
18 percent in the 65 to 74 age group and 14 percent in the age group
75 and over.

If people will forget they have been in a hospital during the pre-
ceding year, it is understandable that they would forget hospital insur-
ance policies.

For this reason credence might well be given to the possibility that
the duplication figure produced by Dr. IgJinder’S report may be too
low. 1If there is understatement on this point, however, it is equally
probable that there has been understatement with reference to hold-
1ng of health insurance at all. It is regrettable that this has not been
given recognition in the majority statement.

Even more regrettable, as mentioned before, is that statement’s
failure to recognize the tremendous strides—yes, “strides’”’—shown by

¢ U.S. National Health Survey, ‘‘Reporting of Hospitalization in the Health Interview Survey,” Health

Btatistics, series D-4, Michigan University, Survey Research Center. PHS Publication No. 58¢4-D4,
Public Health Service, Washington, D.C., May 1951,
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all data in-the record that have taken place in voluntary health insur-
ance coverage of older persons.

As pointed out earlier in these minority views, attention of the
subcommittee was directed, during the April 27-29 hearings, to three
different studies with reference to the number of persons past 65
bolding private health insurance. Their estimates as to the increase
during the 10 years between 1952 and 1962 range from approximately
170 to 200 percent.

The percentage of noninstitutionalized older persons now covered
by voluntary health insuranice has more than doubled over the 1952
percentage according to all three of these studies.

Unquestionably more than half of older Americans have such
insurance. The number and percentage appears to be growing
every month.

HEALTH INSURANCE COSTS

The majority report concludes with a discussion of rising costs of
health insurance and advances a program for financing hospital care
through the social security system as the alternative.

We are fully conscious of the need of health insurers to adjust the
cost of insurance periodically, as they are compelled to do with re-
spect to health insurance coverages for persons at all ages. The
reason for this is readily apparent.

Any method of financing bealth care—whether it be through
personal means, voluntary health insurance, philanthorpy, public
agsistance programs, veterans facilities, or the proposed social security
approach—must be directly responsive to costs of providing that.
care. These costs have been rising, in the main very understandably,
as our system of health care continues to improve in quality, and to
respond to human needs and ever-advancing scientific techniques.

These improvement have relieved suffering and extended the span
of life. They are greatly to be desired. Frequently they are costly
to achieve. The American public has clearly displayed a choice in
favor of them, and increasingly finances these services through
voluntary health insurance.

If the majority intend to imply that these rising costs of care are
only reflected in the cost of health insurance, and that the financing:
of these costs through the OASI system would somehow avoid this.
process, they are in error.

The cost of health care must be reflected in any financing method.
To do otherwise would be to retard rapid progress being made with
respect to health care in the United States—or possibly produce an
actual setback in our medical care system.

As was brought out by both private and Government witnesses
before the House Ways and Means Committee in 1963, currently
proposed financing of social security administered hospital care plans:
1s grossly inadequate. In addition, and even if adequately financed,.
the benefits of the proposed program do not by any means fit the:
majority’s stated concept of coverage adequacy.

According to spokesmen for the Dﬁfartment of Health, Education,.
and Welfare,” older people would still have to pay 70 to 75 percent.

1 Wilbur J. Cohen, Assistant Secretary for Leg!slation, Department of Health, Eduecation, and ‘Welfare,.
«Financing Medical Care for the Aged Through Social Security,” an address presented to the Junior Branch
of the Actuaries Club of New York, Mar, 18, 1964; and

U.8. Congress, House, Committee on Ways and Means, hearings on H.R. 3920, 88th Cong., Nov. 18,
1963, pt. 1, p. 63. Testimony by Robert M. Ball, Commissioner of Social Security Administration, De-
partment of Health, Education, and Welfare,
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-of their health care costs from their own resources. This situation

impresses and concerns minority members of the subcommittee.
Equally disturbing is the threat such s medical program would be

to the ability of the social security system to pay higher cash benefits

now and in the future. )
For these and other valid reasons, we remain convinced that the

majority’s conclusion is unwarranted.



INDIVIDUAL VIEWS OF SENATOR HIRAM L. FONG
SUMMARY OF FINDINGS

The record developed during 3 days of hearings by the Subcom-
mittee on Health of the Elderly, which I attended, can be briefly
summarized as follows:

1. Over the past 10 years, tremendous progress has been made in
health insurance benefits and care for the aged and in numbers of
persons past 65 having health insurance coverage.

Broader, more comprehensive benefits, guaranteed renewable
(nonrevocable) provisions, group insurance, mass enrollments, and
.other improvements described in the hearings are solid evidence of
progress.

Further improvement in aged health insurance is expected.

2. Some 54 to 60 percent of the Nation’s approximately 17 million
noninstitutionalized people age 65 or older have voluntary health
insurance. Another 12 to 14 percent of this aged group bave medical
.coverage through old-age assistance, and an indeterminate addi-
‘tional number are eligible for medical assistance for the aged.

3. Approximately one-half of those with voluntary health insur-
.ance are under nonprofit Blue Cross protection; the other half have
insurance written by private companies, many of which are nonprofit.

4. A great variety of health insurance plans are presently available
from which the elderly may choose policies best matching their needs
.and willingness and ability to pay.

No accurate judgment is possible as to how many of older persons
have “adequate” coverage. What is adequate for one person may
not be adequate for another. What is adequate in a low-cost area
‘may not be adequate in a high-cost area. The hearing record did
not develop sufficient information on adequacy.

5. Costs of health care are rising and this trend is expected to
continue. Whether health care is financed through Government
expenditures or individual insurance premiums, such financing must
be adjusted from time to time to reflect these rising costs.

MAJORITY REPORT BIASED AND INCONSISTENT

The majority report distorts the record of hearings by failing to
.cite the obvious progress made in health protection for older Ameri-
cans. It lacks balance and objectivity by ignoring the substantial
public service rendered by nonprofit Blue Cross and private insurance
.companies in behalf of the aged.

The evident bias of the majority report against voluntary health
insurance is very disturbing, for the total impact seems designed to
undermine confidence of existing policyholders and prospective policy-
holders—aged and young alike—in fine organizations like Blue Cross.

This is a great disservice to the people of America.

53
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For the majority report to condemn the vast majority of voluntary
aged health insurance as inadequate and then to recommend instead
the administration’s hospital insurance plan, which administration
spokesmen admit will cover only 25 to 30 percent of aged health care:
costs, is inconsistent to say the least.

COMFREHENSIVE INSURANCE NOW AVAILABLE

The hearings showed that there are presently available for older
persons policies offering comprehensive hospital, surgical, and other
major medical benefits on a guaranteed renewable basis. The pre-
miums naturally reflect the comprehensive benefits.

From the hearings it is clear that those who can afford and who are
willing to pay the premiums for such coverage can obtain it.

It is also clear from the hearing record that some—how many no
one knows—of those 65 and older cannot afford to pay the premiums
for the best policies available.

FINANCING IS HEART OF PROBLEM

The central problem in providing health insurance protection is
financing.

Available statistics on the financial status of our aged population
are very sketchy, too incomplete to derive an accurate picture. It is
reasonable to say, however, that a good many older persons lack the
wherewithal to buy comprehensive health insurance.

Old-age assistance takes care of medical care costs of those without
resources. This program should be improved through Federal-State
cooperation.

Medical assistance for the aged takes care of a growing number of
persons who are normally self-sustaining but who cannot pay for
needed medical care. The Federal law is so broad that States have
great leeway to provide substantial benefits and liberal eligibility
requirements. This the States should do. ‘

Persons of means can afford voluntary health insurance.

It is those aged not in the OAA, MAA, or affluent categories that,
arouse my further concern.

I agree with the minority views that steps must be taken to raise
the income of persons past 65 and of those who will attain such age in.
the future.

I agree that public policy must make war on inflation, to stop the
cost-price squeeze on those with fixed incomes as so many older citizens.
are.

In this connection with regard to costs, I interject to urge all those
comprising the health care industry vigorously to explore ways to.
reduce spiralling costs while maintaining high standards.

But beyond this, I further believe additional Federal legislation:
is needed to assist older persons to finance comprehensive health

rotection, with the Federai) share paid out of general revenues of the
EI)‘reasury. This is the equitable way to distribute the cost of such a.
program.
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SOCIAL SECURITY FINANCING UNFAIR TO WORKERS

Social security financing of medical care for the aged is grossly
unfair. It would put the burden very heavily on wage earners re-
gardless of their income or ability to pay. The $5,200-a-year clerk
would pay as much social security tax as the $50,000 corporation
executive.

Tt would be especially unfair on young people, struggling to feed,
clothe, house, and educate their children and protect them currently
with medical insurance, to be forced to shoulder at the same time the
tax for hospital insurance for the aged.

Through all their working years, America’s working men and women
would be compelled to pay a social security health insurance tax, yet
receive none of the benefits for themselves-until they reached age 65.
Should they die before age 65, they would receive nothing for all their

ayments. .
P ocial security taxation for aged health insurance is a very regressive
tax, hurting most those in the lowest wage brackets. About 50 percent
of America’s workers earn wages of $5,000 a year or less.

Under the social security financed insurance plan of the administra-
tion, even those of the blind, the handicapped, the domestic workers,
and the farmworkers who pay social security taxes would be taxed to
pay for health care of the well-to-do.

Meantime, 40 percent of all taxable income in the United States on
which no social security tax is levied would escape any responsibility
whatsoever to help in this problem, including the income of 9 million
American workers not in the soecial security system.

This year administration spokesmen conceded that proper financing
of its hospital insurance plan requires an increase of 1 percent in social
security tax—one-half of 1 percent on the worker and one-half percent
on the employer—and raising the wage base to $5,200.

T(}n(s1 is double the tax rate the administration said 2 years ago was
needed.

The social security tax on workers.and employers is already sched-
uled to go up to 3.8 percent each in 1965 and the tax will apply to
the first $5,400 of wages (now $4,800) under a bill reported by the
House Ways and Means Committee to finance a 5-percent increase in
benefits for social security recipients.

By 1971, the tax rate would be 4.8 percent on workers and a like
rate for employers.

The admimstration’s hospital insurance plan would burden the
worker with another half percent tax, and the employer, too.

A worker earning $5,200 today now pays $222 in social security tax
at the present $4,800 wage base. Under the administration hospital
insurance plan with its $5,200 wage base and a one-half percent
increase in tax, he would pay $266.50.

Of this $44.50 increase, $13.82 is for additional OASDI benefits
and $30.68 for health insurance.

If instead of paying the administration’s proposed maximum
hospital insurance tax of $30.68, a worker age 20 deposited $30.68
each year for 45 years to age 65 in an insured savings and loan associa-
tion at 4% percent interest compounded quarterly (a common rate in
Hawaii and west coast States), he would have a nest egg of $4,761.62.
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If he continues to invest the $4,761.62 at 4% percent interest com-.
pounded quarterly, he could buy an excellent medical care insurance-
policy with the $230.23 in interest on his savings each year and get
better coverage than the administration’s plan would provide.

Most startling of all, after he died, his nest egg of $4,761.62 would
go to his family.  Should he die before age 65, his family would inherit
his accumulated savings plus compound interest amassed by time of’
death. Under the administration plan, he would build no nest egg.

As one who has cosponsored an excellent voluntary health insurance
plan for aged persons not eligible for Kerr-Mills or old-age assistance
and as one who voted for the Kerr-Mills Act of 1960, I believe there
are better ways than the social security plan of the administration to
meet the remaining problem.

As the administration plan is woefully inadequate, Congress should.
continue to explore better ways to meet the need.



APPENDIXES!

APPENDIX A

RESPONSES TO SUBCOMMITTEE QUESTIONNAIRES RECEIVED FRoM INDIVIDUAL
INSURANCE COMPANIES:
1. BankeErs Lire & Casuarty Co.
2. CoNTINENTAL Casvarry Co.
3. FiremManN’s Funp INsurance Co.
4. MuTuaL oF OMAHA.

1. Bankers Lire & Casvarty Co.
Bankers Lire & Casvarry Co.,
Chicago, Ill., April 22, 1964.
Hon. Par McNAMARA,
Chairman, Subcommittee on Health of the Elderly,
U.S. Senate,
Senate Office Building, Washington, D.C.

DeaRr SENATOR McNaMmara: Enclosed herewith is table 1-A which we request
that you kindly add as an addendum to our submission dated April 15, 1964, of
material responsive to questions submitted to us by your committee. You will
note that the added table segregates the numbers of insured persons having
hospital-surgical plans, medical-surgical plans and hospital indemnity plans.
The totals add up to the same number of policyholders as appeared on our original
submission.

It was our impression that you originally requested figures as to total policy-
holders of health insurance over age 65 excluding only disability income. This
was the basis upon which we suppplied the material as originally submitted.
With the addition of table 1-A you will have the benefit of the breakdown as
above indicated. It should be noted, however, that with the exception of those
insured under the GR-706 and P-12, certain scheduled benefits for X-rays, labo-
ratory, ete., were payable whether such expenses were incurred in or out of a
hospital on other listed medical-surgical policies. Al of the medical-surgical
glans ci)ntain a surgical schedule, the benefits of which could be assigned to the

ospital.
Yours very truly,
Epwarp J. KewLy, First Vice President.

1 References appear in the several appendixes to certain enclosures and attachments which have been
omitted due to limitations of space. These data are on file with the subcommittee and are available for
study in the subcommittee offices upon written request.
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TaBLE 1-A

NUMBER OF PERSONS AGE 65 AND OVER APPEARING ON TABLE I HAVING
HOSPITAL-SURGICAL PLANS

In force as of—
Plan
Dec. 31, 1961 | Dec. 31, 1962 { Dec. 31, 1963

GR-702 1,285 1,178 869
GR-708 - 121 242
GR-709 16, 580 43,255
P-5. m—— 151, 036 148,824 133,354
P-6_ 72,205 85,993 58,
P-15 1, 596 1,470 , 208
P-27 71,375 119, 081 143, 444
P-33 1,018 8
P45 190 162 119
P-56___ 1,284 1,676 1,664
P-62 950 2, 985 2,674
P-65.__ 101, 634 72,770 65, 835
P-72 3,289 2, 560 2,260
P-76 7,137 9,736 ,
P-77 5, 849 8, , 664
P-85. 233, 400 210, 367 186, 323
OBS 9,187 9, 609
NC-701 92 119 186

Subtotal 661, 397 670,714 666, 856

NUMBER OF PERSONS ELIMINATED FROM TABLE I HAVING MEDICAL-SURGICAL

PLANS

GR-706. 12,824 33,079
P-O.___ 25,841 23, 345 20, 785
P-12__ 139,442 | - 130,996 113, 140
P-19. 1, 1,361 1,213
P-69._ 2,419 24, 040 21,874
P-89..._. 181, 490 163, 991 147,027

Subtotal 350, 695 856, 557 337,118

NUMBER OF PERSONS ELIMINATED FROM TABLE I HAVING HOSPITAL INDEMNITY

PLANS
GR-710 7,379 17,702
P-39 15,602 15,719 14,391
P-55. 73, 167 71,613 64,277
Subtotal 88, 769 94,711 96,370
Total per table I 1, 100, 861 1,121,082 1,100, 344

Bankers Lire & Casuvarry Co.,
Chicago, Ill., April 15, 1964.
Hon. Par McNAMARa,
Chairman, Subcommittee on Health of the Elderly,
U.S. Senate,
Senate Office Building, Washington, D.C.

DEaRr SENATOR McNaMaRra: This company is happy to respond with the best
available data to the questions submitted to us by the subcommittee. Our per-
sonnel has been most appreciative of the assistance of the subcommittee staff
members in clarifying problem areas and providing guidance to assure maximum
responsiveness.

The material, related information, sources, and exhibits with respect to persons
aged 65 and over for the last 3 calendar years will be treated in the order of your
questionnaire.

I. TOTAL POLICYHOLDERS (CLASSIFIED BY GROUP AND INDIVIDUAL)

Figures below refer to individual and family group policies written by this
company—not true group insurance. Under true group insurance, not a sig-
nificant part of this company’s business, we insure only about 3,000 persons 65
years of age or over.
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Total policyholders covered under individual, hospital-medical, and surgical
policies (estimated):

As of Dec. 31, 1961 - oo e 1, 100, 861
As of Dec. 31, 1962 - e 1,121, 982
As of Dec. 31, 1963 — - - e 1, 100, 344

Data providing answers to this question was not readily available from stand-
ard company records. We have attempted to use the most aceurate techniques
applicable to the pertinent information to formulate the above estimates.

ur policy P-27 is written exclusively on an individual basis for people age
65 and over so for this policy we have an exact count. Under policies GR-735,
GR-739, P-7, P-7A, P-29, 959, 978, and P-86, we assumed no insureds would
have reached 65 because the maximum issue ages combined with the maximum
duration as of December 31, 1963, would have resulted in few, if any, insureds
being 65 or more. -

The .total number of FH-42 and FH-75 policies was only 3,522, too small a
number to have substantially affected the results, prompting us to assume no
over 65 insurcd among these policyholders.

For policies 706, 709, and 710, we were able to analyze by computer the issues
of the first 6 months of 1963 and from the data obtained by such analysis estimate
the total number of persons insured under these plans at ages 65 and over.

Our estimate for all remaining policies was based on a computer analysis of the
age of the applicant for 15 selected plans plus studies of various samples of in-
force business made in the past.

A. Available data concerning other health insurance éoverage held by policyholders
This company has no data regarding other health insurance coverage of our
policyholders. .
II. BENEFITS AND PREMIUMS

A. Policy forms, benefits, changes

B. Monthly premium charge, changes

The enclosed binder, “The Modern Answer,” contains detailed information on
benefits, premiums, and changes on each policy, plus sample policies, for each
plan available to persons over 65 during 1961, 1962, 1963. Rate cards indicate
rates applicable to those years. Also included are rates which are applicable on
policies written since January 1, 1964. Policies issued prior to that date continue
at previous rates.

C. Number of policyholders for each policy described

Attached hereto as table I is our estimate of policyholders for each policy form.
Included are those covered by policy forms in exhibit noted above (II-B). Other
policies appearing in table I were available to persons over 65 prior to the years
requested in this survey.

11I. EXPERIENCE

A. Premiums earned by policy form
B. Claims incurred by policy form

Present company recordkeeping does not. facilitate gathering data on_ either
premiums earned or claims incurred by policy form with respect to insureds over
65. Again, our experience with the policy form issued solely to persons over that
age (P-27) does provide total premium and benefit figures as reported to the
?tate insurance department each June 30. (This experience is attached as table

1)
IV. EXCLUSIONS AND LIMITATIONS

Detailed information contained in the exhibit referred to in question II (“The
Modern Answer”) specifically covers exclusions, limitations, and waiting periods
for all policy forms. .

V. ADVERTISING

Radio and printed advertising material directed specifically at persons over

65 has been bound separately as an enclosed exhibit for convenience.

Vi. UNDERWRITING

A. Imtial issuance, tmpaired risks

We do not have and cannot accurately estimate any relative figures on persons
rated as impaired risks over 65 in comparison with younger applicants.

35-643—64——5
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B. Administrative directives

You will note that there are no special instructions pertaining to overage aP’ﬁl)i-
cants in the field office bulletins included with the exhibit material titled, “The
Modern Answer.” .

C. Reunderwriting

1. Riders or waivers
All riders or restrictive riders are included in the exhibit “The Modern Answer”
previously referred to.
2. Riders or watvers issued

8. Cancellation and termination
Again, the company’s recordkeepin% (Frocedure provides no basis for making
figures available and no base for a valid estimate, particularly since rewriting is
not done on the basis of age.
4. Administrative directive to clatms personnel

Enclosed as a separately bound exhibit is the comlgany’s entire catalog of
directives and instructions for reunderwriting, entitled “Postclaim Underwriting.”

VII. ATTRITION

A. Number of policyholders signed up during 1961, 1962, 1963
B. Those no longer insured for reasons other than death
C. Those no longer insured who received benefit

D. Reinstatement
) Company recordkeeping again makes img,ractical any valid estimates of over
65 policyholders in the categories questioned. The same statistical method used
to accurately estimate an answer to question I could be applied to question IV, A
only, but would not be applicable for the other parts of the question.
However, the company’s experience with its policy form written solely for over-
65 persons (P-—27), used previously for illustrative purposes, might again be useful.

IN FORCE
Year Issued Dec. 31, 1961 | Dec. 31, 1962 | Dec. 31, 1963
1961 76,764 41,130
1062 , 631 48, 446
1963 62, 280 50, 364

These figures are raw and do not take into account the accepted level of per-
sistency seen in all policies, or mortality. Application of the 1958 CSO mortality
tables for the age group in question to the above would account for attrition by
death of approximately 14,317 insureds. Normal persistency rate for those
over 65 is believed to run higher than the average for all insured though, again,
no firm estimates can be made.

Nonetheless, even among this identifiable example group of former over-65
policyholders it is impossible to determine how many had received benefits.

While no statistical correldtion can be made with the above figures, it is-worth
noting that they have been drawn from the same policy form experience (P-27)
instanced in answer to question III, B, with table XI revealing a 1963 loss ratio of
76 percent for 1961 policies.

VIII. RISKS, CAPABILITY OF PRIVATE HEALTH INSURANCE: PREMIUM PROJECTION

Since this company entered the health insurance field it has purposefully de-
-signed coverage and premium patterns to provide heaith protection to large num-
bers of people, at all ages, at a price within reach.

We were the first private company to offer the convenience and budgeting easc
of monthly premium payments. This practice continues. As a result, our policies
have had appeal to middle and lower income groups.

Over a relatively few years we have been part of the growth of a new service
industry which arose in answer to need and demand with, initially, very little
available data for projecting claim-premium ratios. : -
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Blue Cross organizations, originally specializing in group coverage, left millions
unprotected while-at the same time creating a growing awareness of and demand
for protection among those not eligible for group protection. Against this back-
ground, early policies in the field were limited in protection and were cancelable,
following generally accepted underwriting principles correlating premium cost to
the insured risk. o ’

Accumulated experience led us to move from cancelable policies to those renew-
able at the option of the company. This advance in policy form enabled many
thousands to maintain their health insurance, without change in benefit or cost,
through a predetermined renewal date.

More recently, still more extensive experience has evolved the guaranteed
renewable policy form, with the reserved right to adjust premiums on a class
basis. First, many such policies were renewable only to certain ages—usually
50 to 65—but now many are renewable for life, again with the reserved right
to adjust premiums.

This company issues such policies and is currently developing new basic,
major medical and hospital-disability policies. A recent policy provides paid-up
coverage at age 65.

Parallel with the pattern of developing ever-increasing coverage to an ever-
broadening segment of the population and to an ever-higher age level, has been
our effort to keep in mind the appeal to those of limited means by standardizing
the risks at the outset.

The result—no increase in premijum rate for our policies until 1963. At that
time, an across the board percentage increase was made, regardless of age, on
policies issued prior to 1955. }

This pattern of evolution has been a business philosophy, as well as a policy.
As was said by an official of the company in an address at a recent accident and
health industry meeting: “Our general objective in underwriting at all ages has
been to obtain a body of insured lives in each premium class whose individual
prospects of suffering an insured loss do not differ widely from the norm for that
class. 'To achieve this we must consider antiselection by declining to insure or
by offering special treatment to the individual who presents a risk aPpreciably
greater than that which the standard premium was designed to cover.”

This history and the company philosophy which unéerlies it must color our
answer. We can be realistic and practical despite the relatively short span of
our experience with over-65 insurance.

There simply does not exist sufficient information to document a definite con-
clusion regarding comprehensive insurance of persons over 65 for the indefinite
ftlxture. But we do have sufficient experience to come to some tentative con-
clusions. :

We know health costs are rising. We know insurance administrative costs are
rising. We know enormous strides have been taken in private insurance in the
last few years. We know millions of elderly people have been relieved of the
nagging worry of their future health needs.

While we also know we have not got the answer for everyone, we believe
progress will continue.

And we also know there are realistic limitations, quite apart from what one
company or an industry can do, which will affect the individual’s opportunity or
ability to continue or obtain health insurance coverage when he reaches 65.

We take considerable pride in our role in the evolution of this business. Since
1945, we have made a constantly widening variety of protective policies available
to an increasing percentage of persons to age 80 and above with the valuable
advantage of monthly budgeted premiums.

We have also developed a plan of mass marketing, predicated on direct mail
and media advertising, carefully planned to bring interested applicants to State
licensed local resident agents.

Basic renewable coverage to impaired risks, with limited coverage for partic-
ular conditions, has permitted us to afford valuable protection to elderly persons
who would normally otherwise be totally uninsurable. Supplementary coverage,
such as weekly indemnity during hospitalization, guaranteed renewable medical
coverage now under study and other projected refinements—made scientifically
and not for pure competitive reasons—will, in our view, continue to make private
health insurance more attractive to the elderly.

In the health insurance area, and with particular regard to the elderly, we
confidently believe we can continually offer health coverage, providing the great-
est good to the greatest number, within their economic reach, consistent with the
welfare of the company and justice to other policyholders.
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Beyond that, we cannot go in good conscience and on the basis of experience

thus far accumulated.
Respectfully submitted.

Epwarp J. KewLy, First Vice President.

TABLE 1.—Number of persons age 65 and over, by z}lan

Plan

I force as of—

Dec. 31, 1961 1[Dec. 31, 1962 1| Dec. 31, 1963
1,285 1,176 868
............ 12,824 33,079
- 121 242
. 16, 589 43,255
............ 7,379 17,702
151, 036 148, 824 133, 354
72, 208 65, 993 58, 544
25, 841 23, 345 20, 785
139, 442 130, 996 113, 140

, 596 1,470 ,
, 503 1,361 1,213
71,375 119, 081 143, 444

1,018 869
5, 602 15,719 14,391
190 162

73,167 71,613 64,277
, 284 1,676 1,664
950 2, 2,674
101, 634 72,770 65, 835
, 24, 040 21,874
3,289 2, 560 2, 260
7,137 9,736 10, 685
5, 649 6, 883 6, 664
233, 400 210, 367 186, 323
181, 490 163, 991 147,027
9,167 , 333 8, 609
9 119 186
1, 100, 861 1,121,982 1,100, 344

1 Dec. 31, 1961, in-force was based on manual records, and Dec

. 31,1962, and Dec. 31, 1963, in-force on com-

puter records.
TABLE 2.—P-27 experience (incurred basis)
R Year of experience
Issue year
1961 1062 1963
1960:
Premiums.___._______.________ $412, 687 $319, 019 $267, 533
$179, 114 $208, 041 $202, 617
43 85 76

196:

$2, 842, 350 $4, 273, 048 $3, 403, 532
$889, 848 $2,339, 02(5) $2, 264, 22?

31
$3,1186, 726 $4, 247, 586

$1,275, 673 $2, 552, 003
41 60

Loss ratio (percent). ..
963.

i’remlums.

Claims

$2, 512,120
$978, 885

Loss ratio (pe;cent) e
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MarcH 11, 1964.
Mr. JouN MACARTHUR,
President, Bankers Life & Casualty Co.,
Chicago, Il

DearR MR. MACARTHUR: As you know, the Subcommittee on Health of the
Elderly has announced that it will hold public hearings on the subject of Blue
Cross and other private health insurance coverage for older Americans.

In connection with the preparations for those hearings, Mr. Constantine, of
the subcommittee staff, at my direction, called on you some 2 weeks ago to discuss
certain questions on an informal basis. The attached list of questions includes
some modifications developed as a result of your meeting with Mr. Constantine.

It would be very much appreciated if you would forward your responses to the
attached questions and requests for material as soon as possible. I have asked
Mr. Constantine to cooperate fully with you in the event that you desire further
clarification of the information requested.

At such time as specific dates for the hearings are decided upon it is our in-
tention to ask you to testify on the efforts of your organization to meet the health
insurance needs of our older Americans.

Thank you for your cooperation.

Sincerely yours,
Par McNamara, U.S. Senate,
Chairman, Subcommittee on Health of the Elderly.

PLEASE PROVIDE INFORMATION As OF END oF EacH oF Last 3 CALENDAR YEARS
FoRr PErsoNs AGE 65 anp OVER (Excepr WHERE OTHERWISE INDICATED)

1. Total number of different persons insured against items of medical expense—
exclusive of holders of disability insurance policies. (Classified by group and
individual.)

A. Available data (of any type) concerning other health insurance coverage
held by your policyholders—commercial and/or Blue Cross.

II. Benefits and premiums:

A. Policy forms where initial issuance is available to persons age 65 or over: by
principal benefits (hospital daily room and board indemnity; allowances for hos-
pital extras; allowances for physicians’ services; surgical schedule) noting changes
made during each year.

B. Monthly premium charged for each type of policy form described in A
(please note all changes made during each year).

C. Number of policyholders for each policy form described in A,

I11. Experience:

A. Premiums-earned by policy form (described in IT-A).

B. Claims incurred by policy form (described in II-A).

IV. Exclusions and limitations (including waiting periods) on conditions
covered (for each form described in II-A).

V. Copies of all advertising and promotional literature principally directed
toward older people and all press releases issued pertaining to the mass enrollment
programs.

I. Underwriting:
A. Initial issuance of individual policies to persons age 65 and over (exclusive
- of mass enrollment policies)—percent rated as impaired risks and comparison with
persons under age 65 rated risks.

B. Copies of all administrative directives to agents and/or brokers relating to
field underwriting of individual policies for 65-and-over applicants.

C. Underwriting subsequent to policy issuance or filing or payment of claims
(information on policy forms described in I1-A):

1. Copies of all restrictive riders or waivers employed.

2. Number of riders issued and number of those to whom riders or waivers
were issued who received or filed for a benefit.

3. Csncellation and/or number terminated (nonrenewal) by type of policy and
indicating how many of these had received a benefit.

4, Copies of administrative directives to claims personnel relative to company
policy on cancellation, ridering of policies, nonrenewal and rating-up of policies
where age or claims experience is a factor.

VII. Attrition:

A. Number of different persons signed up during calendar years 1960, 1961,
and 1962 (with breakdown of totals as outlined in the note to question II-C).

B. Of those who (during the above years) are no longer policyholders, number
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who are no longer insured for reasons other than death (specify reasons: lapses,
terminations, cancellations, ete.).

C. Of all those no longer insured (including deaths) how many received a
benefit?

D. How many were reinstated?

VIIL. Other: )

A. What are the unique risks involved in underwriting health insurance for
the aged and to what extent do you believe these can be met by private health
insurance?

B. Do you anticipate that premium increases will be necessary on some or all
of your policies for the 65-and-over population during the next 2 years? Please
elaborate, indicating, where appropriate, the percentage increase anticipated and
the reasons therefor.

2. ConTiNENTAL Casvarry Co.
ConmINENTAL Casvanry Co.,

. Chicago, Ill., April 23, 1964.
Hon. Pat McNAMARA,

Chairman, Subcommittee on Health of the Elderly,
Special Commiltee on Aging, U.S. Senate, :

ashington, D.C.

My Dzar SENATOR McNaMarA: As mentioned in my previous letter of April
17, I am forwarding herewith the response to the list of questions specifically
directed to the Golden 65 program. i

Also enclosed is a revision of the first page of our response to the general ques-
tionnaire for Golden 65 previously forwarded you. In II-C some of the figures
opposite the policies or combinations were transposed. This occurred on the
second, third, and fourth lines.

We are presently preparing the statements for submission to your subcommittee
and will submit 60 copies as requested.

Very truly yours,
Raymonp M. DErossez.

Enclosures.

ANSWERS TO SPECIFIC QUESTIONS ON CONTINENTAL CAsUALTY Co. GOLDEN
65 PrRoGRAM :

1. The major national campaign of 1963 resulted in the issuance of 143,854
policies to 105,460 persons:

Combinations of policies issued: Number insured
65-Plusonly_______________ ... 26,548
10,000 Reserve only_ .. ____________________________ """ 32,003
5,000 Medical Only__.__.____________________ T 17,319
10,000 Reserve and 65-Plus_.___________________ """/ 6,153
10,000 Reserve and 5,000 Medical . ________________ " ""T°T77C 9,762
65-Plus and 5,000 Medieal.. .______________________ """ 4,871
65-Plus, 10,000 Reserve and 5,000 Medical . _ _ . _________________ 8,804

Tobal. 105, 460

Policy
65-Plus.____________ i .. 46,376
10,000 Reserve. ________.________. _______________T""TTTmTmTTT 56,722

5,000 Medieal .. _______________________ 77T 40,756
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2.
Incurred
Earned claims evalu-
. premiums ated as of
January 1664
65-Plus
1967 $117,7268 $61, 040
1958, 891, 058 577,750
1950.__. 10,595, 472 6, 669, 303
1060.. 13,447,015 10,675,134
1961 13,410,076 11,269, 77
1962 13, 671, 395 11,799,857
1963. 4, 563, 353 13,158,573
5,000 Reserve
1960 2,129,948 1,314,236
1861.. 6, 580, 694 6,107,738
1962, . 5, 545,418 5, 613, 905
1963 2,065,004 | 3,070,247
10,000 Reserve
1962. 3,372,483 3,478,070
1963. 9,857, 582 9,048,105
5,000 Medical
1962_. 1,085, 979 133,248
1963_. 3,155, 597 845,570

3. We have had 3,626 claims filed through March 31, 1964 for the period July 1
through December 31, 1963, by persons who enrolled as a result of the June 1963
advertising campaign. Past experience has shown that additional claims charge-
able to this period will be reported in subsequent months.

The total dollars of claims incurred for the same 6-month period is estimated
to be $1,009,307.

4. The necessity for a rate increase for 65-Plus, 5,000 Reserve and 10,000
Reserve was first acknowledged in late QOctober 1963. Premium increases were
not planned when advertising was first placed for the June}1963 campaign.

5. As a consequence of the adjusted estimates of 1962 less experience as viewed
on July 29, 1963, the Actuarial Department first began close scrutiny of 1962
results suspecting that this loss experience might have been inaccurately evaluated
in earliet analyses. By October 1963, it was apparent that the July 29 analysis
was substantially correct and this, in addition to the rising loss ratios developing
for 1963 experience, was responsible for the rate increases which were recommended
for the 85 Plus, 5,000 Reserve and 10,000 Reserve programs. These increases
were recommended in order to maintain the programs on a self-sustaining basis.

6. On the basis of our previous experience with 65-Plus, we anticipate that the
revised rates should prove adequate for about 5 years, as.did the former rates.
The rates for 10,000 erve are more affected by inflation, and may require much
earlier review, but they should prove adequate for at least 2 to 3 years.

7. The attached exhibit I depicts the 1962 loss experience for the 65-Plus, 5,000
Reserve and 10,000 Reserve programs as it appeared at successive periods. in
1963. Also shown is 1963 loss experience as evaluated in July and October 1963.

8. According to information now available, it 1§ estimated that 4.2 percent of
existing in force policies (including 5,000 Medical, 65-Plus, 10,000 Reserve and
5,000 Reserve) terminated because of the rate increase.

Ng data are available which enable us to determine the number of policy-
holders which terminated since a lapsed policy may be only one of three held by
the policyholder or the only one held by the policyholder. "Furthermore, in order
to derive the data above, it was necessary to estimate the terminations in excess
of the average terminations normally experienced from all other causes. The
normal terminations for business inforce for 6 months or more, and the figure used
for this estimate, is approximately 1 percent per month.

*,
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Exnisir 1

1962 loss experience

Evaluated as of—

January 1963 [ April 1963 July 1863 | October 1963

65-Plus:

$13, 571,395 | 813,571,305 | $13,571, 395 $13, 571, 395
$11,734,996 | $11,678,254 | $11,822, 146 $11, 802, 359
. 865 . 861 871 .870

$5, 545, 418 $5, 545, 418 $5, 545, 418 $5, 545, 418
$5, 641, 819 85, 589, 313 $5, 627, 095 $5, 619, 237
1.017 1.008 1,015 1.013

$3, 372, 483 $3, 372,483 $3,372, 483 $3,372, 483
$2, 529, 362 $2,782, 512 $3, 490, 000 $3, 498, 562
. 750 .825 1,035 1,037

1963 loss experience, excluding new business written, June 1963

Evaluated as of—

July 1963 | October 1963
(5 months) (9 months)

G5-Plus:
Earned._ ... ... . ______. $5, 651, 058 $9, 885, 066
Incurred.. $5, 307, 000 $9, 443, 266
Loss ratio . 939 . 955

5,000 Reserve:
................................. $1, 458, 765 $2, 340, 792

$1, 574, 6572 $2, 599, 307
1.079 1.093
Earned...

Incurred. .
T.oss ratio

$3, 024, 869 $5, 305, 208
$3,674, 940 $6, 248, 206
1.215 1.178

ConTINENTAL Assurance Co.,
Chicago, Ill., April 17, 1964.
Hon. Pat McNAMARA,
Chairman, Subcommittee on Health of the Elderly,
Special Committee on Aging, U.S. Senate,
Washington, D.C.

My DEar SENaToR McNamara: The four attachments to this letter and the
files contained in the carton forwarded herewith are in response to the list of
questions submitted with your letter of March 13, 1964, to Mr. Edwin H. Forkel.

Attachment I covers our individual and association franchise lines. Attach-
ment IT covers our Golden 65 program. Attachment ITI covers our group and mass
enrollment programs other than Golden 65. Attachment IV answers questions
VIII-A and VIII-B for all lines of business.

In each instance where data was available, we have supplied detailed informa-
tion. In those instances where data was not readily available but reliable esti-
mates could be prepared, they have been furnished. Only where data was not
available and reliable estimates could not be supplied was the response negative.

The material in response to the list of questions specifically directed to the
Golden 65 program is still in preparation. We should be able to forward it to
you during the coming week.

As you can appreciate the compilation of data in reply to both lists of questions
has necessitated a considerable amount of time, effort, and expense. If you have
any questions concerning the material forwarded thus far, please let me know.

Sincerely yours,
Raymonp M. DEFoOssEZ.
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ATTACHMENT 1
INDIVIDUAL AND ASSOCIATION FRANCHISE LINES

"I. Total number of different persons insured against items of medical cxpensc.
(See exhibit A.)

A. Available data concerning other health insurance coverage of overage policy-
holders. Data are available for the individual lines only.

Data are only on any other coverage and cannot be broken down to indicate
which coverage duplicates that being applied for.

Number Percentage
indicating indicating

Year other other
coverage coverage
(percent)
13,469 42,4
12,102 42,9
16, 426 44.3

- II. Benefits and premiums:

A. Policy forms where initial issuance is available to persons age 65 and over.

See exhibit B for a summary of major benefits by policy form. and enclosed
folders containing copies of these forms currently sold to persons 65 and over.

These also contain:

(1) Policy form variations by State.

(2) Circulars, brochures, and advertising pieces.

(3) Underwriting bulletins.

(4) Rates.

(5) Exclusions and limitations (specified in the policy).

B. Monthly (andfor annual) premium. See brochures and/or rate shects in
enclosed folders on policy forms and exhibit C for association franchise.

C. Number of policyholders and dependents on each form who are age 65 and over.
See exhibit A.

II1I. Experience:

Data are not available on insureds age 65 or over for the individual lines. This
is because the majority of these forms are available to persons both under and
over age 65. Even those forms designated as overage are sold to persons age 60
and over. For association franchise forms experience is available and is given
in exhibit C.

IV. Exclusions and limitations: See enclosed folders and policy forms.

V. Advertising and promotional literature: See enclosed folders on policy forms.
Not all literature included is directed exclusively to overage persons.

VI. Underwriting:

A. Initial issuance to persons age 65 and over. See exhibit C.

B. Copies of all administrative directives relating to field underwriting. Sce
enclosed folders on policy forms.

C. Underwriting subsequent to policy issuance.

1. Copies of all restrictive riders or waivers employed. See folder entitled
“Restrictive Riders or Waivers.”

9. Number of riders or waivers issued. See exhibit E.

3. Cancellation and termination. See exhibit E. No data are available by
type of policy. :

4. Administrative directives to claims personnel. See folder entitled ‘‘Postclaim
Underwriting—Age Reviews.”

VII. Attrition:

A. Number of different persons signed up by calendar year. See exhibit F.

B. Number no longer insured for reasons other than death. See exhibit F.

C. Number no longer insured for any reason who received benefits. See
exhibit F.

D. Number reinstated. No data available.
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Exmrsir A

Overage insureds and dependents by policy form

Form Type 1963 1962 1961

) 3, 464 3,578
- 35,730 37, 266 38,410
9,477 9, 562 9, 941
10, 652 11,145 12, 540
15, 180 17,381 , 925
........... 28 4,791 5,436
..... (I, 1,287 1,427
Hospital. oo .. [ J R
do. [O T R
___________________________ 12,691 12,428
Substandard hospital 9,197 , 932
Catastrophe hospital 16, 357 , 884
Catastrophe________ 4,254 4,183
Substandard catastro 591 517
Hospital..._ 379 303
Catastrophe hospital._ * 312 256
Substandard hospital 213 207
Hospital .. _ccoeee .. 776 679
Hospital (age 60 and ove 181 176
Hospital. - - - 5, 606 1,431
_____ do ——— - 2,192 187

Surgical-medical - .. 239 ?)

Weekly indemnity hospital.....______._____ 98 1)
-- 656 622 383

AGQ-20586_ . ) ... - S I,

145, 255 138, 604 136,823
37,839 2,323 40,620
Totald e 183, 094 180, 927 177,443

1 Not available.
3 Not sold.
% Includes both insureds and dependents.

¢ Includes both insureds and dependents on forms no longer available for issue.
Persons covered for hospital, surgical, or miscellaneous ex-
pense on disability income forms are not included.

NoTeE.—The data shown in this atﬁ{hibit are the result of some extrapolation and estimation but are believed

¢ Includes both insureds and dependents.

to be as accurate as our records allow.
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Exmisir B

Summary of coverage

Form Hospital R. & B. Surgical Miscellaneous Medical
DP-1543. _.._..| Available in policy.. Available by rider... Avaﬂable in policy..| Notavaijlable.
IP-7472 _..oeo.- do. Available by rider.
IP-7473_ __.__.. Do.

DP-8502 ...... Not available.
DP-8503_. ... Do.
AP-8701 Do.
AP-8715 Do.
RP-9372. ... Available by rider.
RP-9373___.... - Do.
CP-8062 - Not available.
AGQ-10503.___. JE s [+ SO Available in policy Do.
SSP-11070. -do. Avsilable by rider .. Do.
AP-11704 do. Available in policy. . Available in policy.
AP-11856, P 1 S SN do Do.
AGP-15152_____ P 1> YO do Not avallable.
SSP-15167_. do. do. Do.
AGQ-15269 do. do. Do.
AGP-15764. 4 1 T O, do. EEI
DP-16461 _____ do ﬂn Avallable in policy.
AP-16921 L1 (L T
SSP-16950. do Available by rider__. Not avmlable
AP-17026__..]|---ms L [+ TR, S, do.....
AP-17026_ ... _.|----- o s SRR PRSI do
Available in policy_ _ do Ava%':ble by rider.
Available byrider._.| Notavailable_.....__
...... Availablg in gollcy- -
Not avai]able ........ Notavallabld________ Not available
- Available In policy. . d .| Availablein policy.
DP-21601._._. .| Availablein pohcy_ _| Notavailable....___. Not avallable.
Exuisir C
Association franchise rate and experience dala
ANNUAL PREMIUMS
Formt insured . | Insured and
spouse
AGQ-10503 $60. 00 $140.00
AGP-15152 106. 00 212. 00
AGQ-15269. ... 75.00 150. 00
AQP-15764 70.20 158. 40
AGQ-18044 110. 00 220.00
AGQ-20586.. 28.00 56. 00
EXPERIENCE ON ALL THE ABOVE FORMS
Year Earned Incurred
premium losses
1963 .. $66, 762 $48, 519
1062 _._ 53, 449 35, 649
1081 __ 41,738 28,978
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Exuisir D
1963 Percent 1962 Percent 1961 Percent
Total applications written._._____._ 221,619 | .. _..___ 215,318 |o ... 208,893 ...
Total hospital, surgical, catastrophe
applications written__._____._____ 102,794 | __ .. ... 92,708 |-ooo. . 109,280 [ooooo._ ..
Overage hospital, surgical, catastrophe____| 32,268
Waivered, rated.__________.______________ 11, 577

Percentage to total overage hospital, surg-
ieal, catastrophe
tandard.__...__.___ ),

Percentage to total overage hospital,
surgical, catastrophe___________________|__________

Underage hospital, surgical, catastrophe._ 70, 526

Waivered, rated ... .. _____.___________ 9,753

Percentage to total underage hospital,
surgical, catastrophe._ ... ____________|.______._.

Standard ____.____________________________ 60,773

Percentage to total underage hospital,
surgical, catastrophe_...____..________ | _________

Exuisir E

Underwriting subsequent to policy issuance

1963 " 1962 1961
A. Due to the filing of claims:
'Total overage hospital, surgical, ecatastrophe clalms
received ... 22, 442 22,160 22,246
I. Number offered waivers or substandard..______.___ 5,610 5, 540 5, 562
Number of these who had received benefits _ O] ) )
II. Number canceled or nonrenewed.__._________ 898 886 890
Number of these who had received benefits._______ 884 873 877
B. Due to age:
Total overage hospital-surgical catastrophe applica-
tionsreviewed.. . ______ _______.__.____. 6,377 6, 966 8, 666
I. Number of these nonrenewed._______________________ 1,913 2,090 2, 600
(All were offered rewrite to overage hospital) Num-
ber of these who had received benefit. ____________ 1,664 1,818 2,262
C. Total:
Number canceled or nonrenewed.. .. .__.__.__.__.____. 2,811 2,976 3, 490
Number of these who received benefits. _________..____ 2, 548 2,691 3,139
! Not available.
Exaisitr F
1962 1961 1960
Total overage hospital, surgical, catastrophe applica-
BIONS - 28, 624 37,539 41,103
Basic hospital only_._.__________________._ 16,159 21,133 23, 262
Catastrophe only . ._____ 9,248 12,088 13,144
Combination basic and catast; - 3,158 4,240 4,590
Miscellaneous (hospital, surgical only)_____.____ " ""T"7" 59 78 107
Number no longer insured for reasons other than death.. 7,843 15,390 18, 579
7,528 14, 790 18,373
229 450 f
86 150 206
Number no longer insured for any reason who received
benefits .. 1,717 4,692 7,522
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ArracameNT 11

REvisioN—GOLDEN 65

1. Total number of persons holding active policies at the end of each calendar
year:

Plan 1961 1962 1963
65-Plus_..cocoeeaom mmmmmeemem—mmammmmmeaeccme—ann 174, 602 181,052 194,708
5,000 ReSerVe. cccvcmravummmmomccmemcmcmmmmm e mommo oo 90,672 42, 062 28, 884
10,000 ROSEIVE . - oooomeoe oo m e cmmemmmssae oo [Q) 66,311 1086, 245

5,000 Medical onvooecmeaam e ccem e e mmme s (O] 39,613 64. 669
s 417\ TR ISR EEREE S S Y 265,274 329,038 - 394, 506

1 Not issued.

Numbers of those persons holding one policy only and those persons holding
each of the various combinations of policies, are available at the end of 1963
only, and are submitted in reply to II-C.

A. Data concerning other health insurance coverages held by Golden 65 policy-
holders are not available. Such information has not been requested by the
company.

I1. Benefits and premiums:

A. See exhibit A.

B. Monthly premium charged for each type of policy form described in II-A:

Plan 1961 1962 1963 1964 1
65-Plus $6. 60 $6. 50 $6. 50 $8.
5,000 Reserve. 7.00 7.00 7.00 9.50
10,000 Reserve ] 9.50 9. 50 12.50
5,000 Medical @ 5.00 5.00 5.00

1 Policyholders on 3 of our plans were notified in December 1963 of a nationwide rate increase cffective
in the 1st quarter of 1964. .
2 Not issued.

C. Numbers of those persons holding one policy only and those persons holding
each of the various combinations of policies are availablc as of the end of calendar
year 1963 only.

Number of

policy-

holders at

Dec. 81,

Policies or combinations of policies: 1963

65-Plus only . o oo oo m oo —emmm oo 101,702
10,000 Reserve only - ooooeooooo oo oo mmmmm o 35,045
5,000 Medical only . . oo mem oo oo 6,053
5,000 Reserve only. .o oo coouommom oo s mommmo o mm e 9,246
65-Plus and 10,000 Reserve oo ocoooccmmcmcimammo oo 27, 432
65-Plus and 5,000 ReServe . ocooocmococommomeoommm oo 18,376
65-Plus and 5,000 Medical e 13,586
10,000 Reserve and 5,000 Medical . o e 11,276
5,000 Medical and 5,000 Reserve. . - —.ooooomooooonooonooo- 142
65-Plus, 10,000 Reserve and 5,000 Medical . _-ocooomommunnm- 32,492
65-Plus, 5,000 Reserve and 5,000 Medical - —-o-ooooounnn- 1,120
Total . - o e e e e m—m—mmmmmmmmmmmmm——mmmm e mm——o 256, 470

Numbers of active policies held at the end of each calendar year are submitted
in reply to I.
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III. Experience:

Plan A. Premiums} B. Claims
earned incurred

13, 410, 076 11, 260, 778
13, 571, 395 11, 799, 857
- 14, 563, 353 13,158, 573

-- 6, 590, 964 6,107,738
5, 545, 418 5, 613, 905
2, 965, 004 3,70, 247

3,372,483 3,478,070
9, 857, 682 9,048, 105

1963___
5,000 Medical:

1962_ . ——— 1,066, 979 133, 248

1963.. 3, 155, 597 845, 570

IV. Exclusions and limitations: See exhibit A.

V. Advertising, promotional literature, and press releases: See exhibit B.

VI. Underwriting:

A. There is no initial underwriting on Golden 65.

B. Administrative directives relating to field underwriting are not applicable
to Golden 65 plans. '

C. Underwriting subsequent to policy issuance or filing or payment of claims
is not applicable to golden 65 plans.

1. Restrictive riders or waivers are not employed.

2. Restrictive riders or waivers are pot employed.

3. No Golden 65 policy has been canceled or nonrenewed by the company.

4. Administrative directives to claims personnel relative to company policy on
cancellation, ridering, nonrenewal, or rating-up of policies are not applicabie to
Golden 65 plans.

VII. Attrition:

A. Detailed information regarding the number of persons issued a policy or a -
combination of policies as opposed to the number of policies issued was not kept
for years prior to 1963. ) :

Total policies tssued

Plan . 1960 1961 l 1962

65-Plus________ . 9,216 31,131 34,704

5,000 Reserve... N 57,722 61,980 423

10,000 Reserve.. @ @ 137,034

5,000 Medical . @ Q 40, 069

1 Not issued.
2 Does not include 33,874 conversions from 5,000 Reserve.

Combinations of policies issued: 1965
65-Plusonly_______________ ... 26,548
10,000 Reserve only______________________""TTTTTTThTTTTmmT 32,003
5,000 Medieal only_._,_____________ " ""TTTmTTRThTTmmTT 17,319
10,000 Reserve and 65-Plus___________________"""TTmmTmTmmmT 6,153
10,000 Reserve and 5,000 Medical . __________________"""TTT" - 9,762
65-Plus and 5,000 Medical__________________~""""TmTTmTmTmmT 4,871
65-Plus, 10,000'Regerve and 5,000 Medieal. ... ... ... 8,804

Total - o 105, 460
B. Annual counts for total reduction of in-force policies only are available:
Total reduction of

Year: in-force policies
1960 38, 129
1961 LT 47,911
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Information regarding the cause of lapse is not available. However, during
1961 we maintained counts of those policies no longer active due to reported
deaths. These totaled 18,517. Since notification of death is not required, we
gav:, h:o means of knowing how many additional lapses were due to unreported

eaths. .

C. We have no available data with which to obtain the number of those no
longer insured who had received a benefit under Golden 65 policies.

D. Reinstatement information is impossible to supply. It has been the policy
of the company to be as lenient as possible regarding reinstatements. Once a
reinstatement has been made, the reinstated record is indistinguishable from other
in-force records.

VIII. A. and B. Responses to these questions are offered elsewhere in reference
to all our 65 and over business.

ArracamMeENt III
ComposITE GENERAL GROUP

1. 1961, 300,487; 1962, 353,062; and 1963, 414,597.

I. A. No available data of any type.

II. A. See the enclosures for the respective component categories.

B. See the enclosures for the respective component categories.

C. These data are included in (I) above.

IIL.1 A. 1961, $20,817,158; 1962, $27,722,698; and 1963, $33,594,690.

B. 1061, $16,598,407; 1962, $19,898,808; and 1963, $27,935,103.

IV. See the enclosures fot the respective component categories.

V. See the enclosures for the respective component categories.

VI. A. There is no rating of impaired risks.

B. There have been no administrative directives issued relating to field under-
writing of this coverage for age 65.and over applicants. _

C. 1. There have been no;restrictive riders_or waivers employed.

2. There have been no restrictive riders or waivers employed.

3. There have been no cancellations or nonrenewals.

4. There have been no administrative directives issued to claims personnel
relative to company policy on eancellation, ridering of policies, nonrenewal and
rating up of policies where age or claim experience is a factor.

VII. A. 1960, 4,682; 2 1961, 50,568; ¢ and 1962, 78,401.3

B. 1960, 855; 2 1961, 19,027;% and 1962, 42,478.3

C. See the enclosures for the respective component categories.

D. See the enclosures for the respective component categories.

ArracHMENT IV
At OVERAGE ProGRAMS—ANsWERS To QuEsTions VIII-A anp VIII-B
VIII-A

Every class of insureds has characteristics peculiar to itself and requires an
underwriting approach tailored to these characteristics. The outstanding
characteristic of the overage population are the much higher incidence of illness,
frequent occurrence of spontaneous and rapid deterioration in health and the
preponderance of chronie, disabling or semidisabling illnesses which endure with
attendant costs for the balance of the individual’s life. In the past, these charac-
teristics have presented problems in the availability, permanence, and cost of
health insurance coverage.

The private insurance industry has in recent years evolved two major ap-
proaches to deal with these problems. The needs of the present overage popula-
tion can be served through the mass enrollment approach, which eliminates initial
underwriting, provides permanence of coverage, and parmits operating economies
which hold the cost of providing insurance to a minimum. To meet the need for
health insurance in the future, the insurance industry is developing programs of hos-
pital insurance for overage risks which are designed to provide paid-up benefits at
age 65 or to provide level premium guaranteed renewable coverage for the life of the

1 Rxcludes category ““All other general group cases.”

* Excludes categories “American Association of Retired Persons,” “Nsdtional Retired Teachers Associa-
tion,” “National Association of Retired Civil Employees,” and “Al other general group cases.”

t x'gludas categories “National Association of Retired Civil Employees” and ‘“All other general group
cases.
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insured at rates level from the younger issue age. This coverage is available to
all persons through individual policies. Similar programs are being tested for
group insurance with the tendency being to create special groups of retiring em-
ployces with coverage and rates similar to that of the active employees. Such
programs also meet the requirements of availability and permanence of insurance,
and substantially reduce or eliminate the problem of high premium rates at ad-
vanced ages.
VIII-B

Within the past year we have reviewed and revised where necessary, all our
major overage rate structures. As a result, we do not anticipate that any addi-
tional revisions will be required in the near future.

Marcn 19, 1964,
Mr. Epwin A, ForkEL,
President, Continental Casually Co., Chicago, Ill.

Dear MRr. ForxEL: Senator McNamara would appreciate your making the
following modifications in the questionnaire attached to his letter of March 13,

All data concerning the number of persons insured, or enrolled during a given
period should be accompanied by figures indicating the number of persons under
age 65 included in the total, For example, the Golden 65 program permits a
spouse who is under age 65 to be insured along with the spouse over age 65.
Additionally, one of your large mass enrollment programs—that of the AARP~
NRTA-—includes many persons under age 65. I am sure that you can appreciate
our concern that the figures distinguish between age 65 and over and those helow
that age,

Thank you again for your cooperation.

Sineerely,
Jay B. CONSTANTINE,
Staff Director,
Subcommittee on Health of the Elderly.

MaRrcH 13, 1964.
Mr. EpwiNn A. FORKEL,
President, Continental Casualty Co.,
Chicago, Il.

DEAR MR. ForkEL: As you know, the Subcommittee on Health of the Elderly
has announced that it will hold public hearings on the subject of Blue Cross and
other private health insurance coverage for older Americans.

In connection with the preparations for those hearings, Mr. Constantine of the
subcommittee staff, at my direction, called on officials of your company some-£ -
weeks ago to discuss certain questions on an informal basis. The attached list
of questions includes some modifications developed as a result of that meeting
and subsequent correspondence. ' )

It would be very much appreciated if you would forward your responses to the
attached questions and requests for material as soon as possible. I have asked
Mr. Constantine to cooperate fully with you in the event that you desire further
clarification of the information requested.

At such time as specific dates for the hearings are decided upon it is our inten-
tion to ask you to testify on the efforts of your company to meet the health insur-
ance needs of our older Americans.

Thank you for your cooperation. ~

Sincerely yours,
Par McNamara,
Chairman, Subcommiilee on Health of the Elderly.

ConTINENTAL CasuaLty Co. GOLDEN 65 PROGRAM

1. How many different persons were issued policies as a result of the major
national advertising effort of last summer to promote Golden.65? (Please break-
down total as per note in preceding question I11-C.)

2. Would you indicate separately, the earned premiums and incurred claims
for each of the options of the Golden 65 program, by calendar year since initial
offering of each option.
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3. During the period July 1 through December 31, 1963, how many different
persons of those enrolled in your 65-Plus option, as a result of your advertising
campaign, received a benefit? What was the total dollar amount of incurred
claims during that 6-month period from those new policyholders?

4. When was & premium increase on one or more options of the Golden 65 first
discussed and considered? Were you aware when the advertising was placed
for the campaign of the summer of 1963 that a premium increase was planned or
probable on segments of the Golden 65 program?

5. When did your underwriting and/or actuarial department first note and first
indicate the necessity for or recommend a premium increase on one or more of the
golden 65 options?

6. Are your new premiums based upon present costs of medical care or projected
costs of care? If projected cost basis, how far projected?

7. Please attach significant correspondence or documents pertinent to the
above questions.

8. How manv.policyholders have failed to pay their premiums, since the increase
was announced?

PLEASE PROVIDE INFORMATION AS OF LND OF TacH oF Last 3 CALENDAR YEARS
rorR PERsoNs AGE 65 anp OvEr (ExcEPT WHERE OTHERWISE INDICATED)

1. Total number of different persons insured against items of medical expense—
exclusive of holders of disability insurance policies. (Classified by group and
individual.)

‘A. Available data (of any type) concerning other health insurance coverage
held by your policyholders—commercial and/or Blue Cross.

I1. Benefits and premiums:

A. Policy forms where initial issuance is available to persons age 65 or over:
by principal benefits (hospital daily room and board indemnity; allowances for
hospital extras; allowances for physicians' services; surgical schedule) noting
changes made during each year. . :

B. Monthly premium charged for each type of policy form described in A
(please note all changes made during each year).

C. Number of policyholders for each policy form deseribed in A.

Nore—With regard to your mass enroliment policies please provide
breakdowns indicating persons covered for basic only, major medical only,
and basic and major medical. For example, on “QGolden 65” indicate number
holding “65-Plus” only, number holding 45000 Reserve’’ only, number holding
10,000 Reserve’ only, and separate totals of persons for each of the various
combinations of options held by policyholders.

ITI. Experience:

A. Premiums earned by policy form (described in II-A))

B. Claims incurred by policy form (described in I1-A).

PL-Exelusions and limitations (including waiting periods) on conditions covered
(for each form described in II-A). ’

V. Copies of all advertising and promotional literature principally directed
toward older people and all press releases issued pertaining to the mass enrollment
programs.

VI. Underwriting: ]

A. Initial issuance of individual policies to persons age 65 and over (exclusive
of mass enrollment policics)—percent rated as impaired risks and comparison
with persons under age 65 rated risks.

B. Copies of all administrative directives to agents and/or brokers relating to
field underwriting of individual policies for 65-and-over applicants.

C. Underwriting subsequent to policy issuance or filing or payment of claims
(information on policy forms described in II-A):

1. Copies of all restrictive riders or waivers employed.

9. Number of riders issued and number of those to whom riders or waivers
were issued who received or filed for a benefit.

3. Cancellation andjor number terminated (nonrenewal) by type of policy and
indicating how many of these had received a benefit.

4. Copies of administrative directives to claims personnel relative to company
policy on cancellation, ridering of policies, nonrenewal and rating-up of policies
where age or claims experience is a factor.

VII. Attrition:

A. Number of different persons signed up during calendar years 1960, 1961,
and 1962 (with breakdown of totals as outlined in the note to question 11-C).

35-643—64——6
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B. Of those who (during the above years) are no longer policyholders, number
who are no longer insured for reasons other than death (specify reasons: lapses,
terminations, cancellations, etc.).

b C.ﬁgf all those no longer insured (including deaths) how many received a
enefit?

D. How many were reinstated?

VIII. Other:

A. What are the unique risks involved in underwriting health insurante for
the aged and to what extent do you believe these can be met by private health
insurance?

B. Do you anticipate that premium inereases will be necessary on some or all
of your policies for the 65-and-over population during the next 2 years? Pleage
elaborate, indicating, where appropriate, the percentage increase anticipated and
the reasons therefor.

3.. FIrEMAN’s Funp INsurance Co.
FirEMaN’s Funp INsurancE Co.,
San Francisco, Calif., May 6, 1964.
Hon. PaT McNaMARa,
Chairman, Subcommitiee on Heolth of the Elderly,
U.8. Senate, Washington, D.C.

Dear SENATOR McNaMaRA: With reference to my letter of Agril 17 acknowl-
edging yours of March 31 concerning Fund 65 Plan—Plus $10,000 Plan, the fol-
lowing responses are submitted to your seven listed questions and request for
material.

1. Attached are the following items:

Item A. Initial enrollment newspaper announcement (February 1, 1959).

Item B. Initial enrollment question and answer booklet, (February 1, 1959).

Item C. Second enrollment newspaper announcement (July 1, 1959).

Item D. Payment card enrollment book mailer.

Item E. Third enrollment newspaper announcement (February 1, 1960).

Q(Iige)am F. Fourth enrollment general letter and newspaper mat (September 1,
1 .

Item G. Fifth enrollment staff letter and newspaper mat (February 1, 1961).

A Ittlam H.Gg)ixth and seventh enrollment newspaper mat (October 1, 1961 and
pril 1, 1962).

Item I. Seventh enrollment staff letter and newspaper mat (April 1, 1962).

Item J. Tenth enrollment staff letter, question and answer booklet, newspaper
mat (October 1, 1963).

Item K. Twelfth enrollment newspaper mat (April 1, 1964).

2. Fund 65 and Plus $10,000 are two separate coverages not optional plans.
In order to buy the Plus $10,000 coverage, the insured must either already have
the Fund 65 coverage or apply for both at the same time, Figures in the follewing
answers are for fund 65 only since this gives number of insureds. In all instances,
the figures reflect the number of people over age 65 since our plans do not allow
the writing of applicants under that age

Item A. Total number of persons enrolled from inception (February 1, 1959 to
March 1, 1964)? 78,351.

Item B. Total number of persons accepted for coverage during initial “open”
period (February 1, 1959)? 24,465,

Item C. Total number insured immediately prior to and following each of the
subsequent “open” periods?

Number of Number of

Date: new ingureds | Date: - new insureds
July 1959 __ _____________ 5, 007 April 1962________________ 6, 835
February 1960____._______ 6, 681 November 1962___________ 4, 385
September 1960___________ 6, 271 March 1963. .. ___________ 5,315
February 1961____________ 5, 373 October 1963 ____________ 4, 500
October 1961 ____________ 6, 979 February 1964. ___________ 2, 540

Item D. Total number of persons insured as of March 1, 19647 41,882,

3. Of the persons accepted for coverage during our initial open enrollment
period, 10,325 were still insured under the rogram as of March 1, 1964.

4. The average age of the ‘“fund 65" policyholder as of February 1, 1959 was
73.016 years; and as of March 1, 1964 was 75.746 years.

5. Please see attached exhibit I.

6. Please see attached exhibit II.
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7. Our current premium which became effecti’e August 1, 1963, anticipated
that such premium structure would pay for benefits of the policy as of that date
for the foreseeable future.

Very truly yours,
Kennere T. King, Vice President.

Exmisir 1
Premium Losses Number of
earned incurred claims
1959:
Basle 1,622,736 098,014 |ovoccmoenmcan
Plus $10,000.
Total 1,622,736 998, 014 4,200
1960:
Basle. 2,297,043 1,457,101 {occomcemacaeen
Plus $10,000
POtAl. e e oo oo mmmmmmmcmmmeomemmmmmme—e==eemaca== 2,297,043 1,457,191 7,183
1961:
Basie. . 2,716,172 1,960,154 [occoeonomamoae
Plus $10,000. 101, 435 193,148 |oocmcememacae-
Total 2,907, 607 2,153,302 9,138
1962:
Basic. 3,172,720 2,256,197 |-ccecemeaeaem
Plus $10,000 1,089, 816 1,262,754 |-coceemmcmacnn
Total 4,262, 645 3, 518,951 12,374
1963:
Basic. 3,467,789 2,557, 278 [occeermmamconn
Plus $10,000. 1,921, 690 2,832,034 |- ccccemmaeann-
Total f 5,380,479 | 5,390,210 16, 286
Exnaisrr 11

Fuxp 65 Pran Prus $10,000 Pran

DEear PoricyBOLpER: On February 1, 1959, the Pireman’s Fund introduced its
Tund 65 Plan to help defray the cost of illness and accident to our senior citizens.
Later, recognizing the need for greater amounts of protection, we added the Plus
$10,000.Plan. Policyholders have received more than $9 million iv benefits under
these plans in the 4}4-year period that coverage has been available. We are
justifiably proud of having been one of the first insurance companies to recognize
these needs and to provide this protection.

However, during the past several years, costs of medical and hogpital care have
gradually and substantially increased and at a much higher rate than most other
costs of living. The result has been a substantial increase in benefit payments.

These, together with other factors of increasing cost, create the necessity for
raising the premium on the Plus $10,000 Plan effective August 12, 1963. Believing
there is a real need and desire for this protection, we had no difficulty in concluding
that this action was preferable to the alternative of curtailing existing coverage or
eliminating the Plus $10,000 Plan from the program.

If you wish to keep your present Fund 65-Plus $10,000 policy, your new monthly
premium, effective August 12, 1963, will be $15.75. If this is your desire, you
should use one of the payment cards in the enclosed book to make your August
1963 payment and subsequent payments. Any advance payments you have made
beyond August 12, 1963, which were received by us prior to June 15, 1963, have
been credited in your new Fund 65-Plus $10,000 payment book at the rate of
$15.75 per month. The first payment card indicates the amount and the due
date of your next premium payment, provided that you have paid the July
premium.

If you wish, you may participate in the Fund 65 Plan only at a cost (unchanged)
of $6.50 per month. The coverage provided is that described under parts II and
IILin your present policy. If this is your desire, you should make your August
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1963 payment by sending $6.50, together with the enclosed Fund 65 only election
card. We will then send you a new policy and a new payment book which wil
reflect any advance payments you have made.

Your current supply of return envelopes can be used to make this payment and
subsequent payments. If you do not have return envelopes, please address your
response to the post office box number shown on the payment coupons and the
election card.

The effective date of coverage indieated in your present policy will not change
regardless of whether you choose to keep your present Fund 65-Plus $10,000 policy
or participate only in the Fund 65 Plan. ~ This means the 6-month waiting period
in your policy for preexisting conditions will not apply.

1t is important that you make your decision without delay. If you do not pay
either $15.75 to continue the Fund 65-Plus 810,000 program or $6.50 for the Fund
65 only Plan (unless you have advance premiums as outlined in the above para-
graphs), you should understand that your coverage will expire under the terms,of
the policy on August 12, 1963, for nonpayment of premium.

Even with the increase in monthly premium, we believe thoughtful evaluation
will indicate to you that the Fund 65-Plus 810,000 protection still represents the
most outstanding value in the field of insurance for senior citizens.

Sincerely,
Kenvern T. Kine, Vice Presidend.

MarcH 31, 1964.
Mr. Kennern T. King,
Vice President, Fireman’s Fund,
San Francisco, Calif,

Dear Mr. King: As you may know, the Subcommittee on Health of the Ela
derly has announced that it will hold public hearings on the subject of Blue Cross
and other private health insurance coverage for older Americans.

In connection with the preparations for those hearings, it would be very much
appreciated if you would forward your responses to the attached questions and
requests for material as soon as possible. I have asked Mr. Jay Constantine of
the subcommittec staff, to cooperate fully with you in the event that you desire
further clarification of the information requested.

Thank you for your cooperation.

Sincerely yours,
Par McNaMmaRa,
Chairman, Subcommillce on Health of the Elderly.

“FuNp 65 Pran—Prus $10,000 Pran”

1. All literature describing benefits and premiums, including scripts and
“tearsheets’”” used in promotion.

2. Total number of different persons enrolled in program from inception to
March 1, 1964; total number of persons accepted for coverage during initial
‘“‘open enrollment” period; total number of persons insured immediately prior to
and following each of any subsequent ‘‘open” periods; and total number of
persons insured as of March 1, 1964. (Please break down these data to show
subtotal)s indicating number of different persons in each of your various coverage
options.

pNo'rE.——For this and subsequent questions, provide data, to the extent possible,

distinguishing between persons age 65 and over and those persons under age 65.

How many of those persons accepted for coverage during your initial “open
cnrollment” period were still insured under the program as of March 1, 19647

4. What was the average age of the “Tund 65" policyholder as of the end of
your initial enrollment period? What was the average age as of March 1, 1964?

5. Please provide all data available relating to premiums earned, claims
incurred, utilization, etc., for each of the various options and types of coverage.

6. Please provide the details of any premiums and/or benefit changes which
have been made in your program since its inception.

7. Advise whether any premium and/or bencfit changes are anticipated or will
be required during the next 2 years. Explain fully. .
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4. MuruarL oF OmaHA Insurance Co.
MutuaL oF Oaana Insurance Co,,
Washington, D.C., April 24, 1964.
Mr. Jay B. CONSTANTINE,

Staff Director, Subcommilttee on Health of the Elderly,
U.S. Senate, Washington, D.C

Dear MR. CONSTANTINE: Attached is our response to the questionnaire which
has been prepared by our staff in Omaha.

Reference is made in the questionnaire to policy bulletins and certain other
printed matter. As of this writing (5:05 p.m., Friday) T have not received the
c%é'tonlsshipped to me from Omaha which is now being traced by the Air Express
officials.

As explained to you previously by other officials of our company, we regret our
inability to be more prompt in our reply to your questionnaire. As you have been
previously informed, the officials of our company have been committed to sales
meetings in various parts of the country and have been able to work on this sur-
vey only on week ends and the 1 or 2 days their busy schedule has allowed them
to return to the general offices. Also, we had a very difficult time programing
some of this information into our electronic system since it was already committed
to regular business runs.

As soon as the answers to the remainder of the questions are made available to
me, I will see that you receive them without delay.

Sincerely,
Jamus E. BARRETT,
Vice President.

I. Total policyholders (classified by group and individual) on persons age 65 and
: over as of year ending—

Individual Group ! Total
1,022,423 ) @)
1,204, 033 ® ]
1,279, 351 1,689 1,281, 040

TOTAL INDIVIDUALS COVERED BY ABOVE POLICIES

061, 358 1 S [
1,241, 315 10 T
1,341,838 1,689 1,343,527

1 See memorandum of Apr. 14, 1964, marked as exhibit No. 1.
2 Not available. .

1-A. Information and data concerning other insurance is requested and obtained
only at the time of issuance of the policy contract from the application. No
continuing record is maintained.

II. Benefits and premiums:

A. Policy forms issued.!

B. Monthly premium charged.!

C. Number of policyholders in force for each form described in “A” as of
December 31, 1963. See exhibit No. 3.

I1I. Experience:

* (Not yet available.)

1V. Exclusions and limitations on conditions covered.

See exhibit No. 2, included in reply to questions II-A, policy forms issued.

V. Copies of advertising:

(Not yet available.)

VI. Underwriting:

A Policies issued during an open enrollment on nonselective forms are issued
as applied for. None are rated or ridered. Those issued on a selective basis are
considered upon the answers to the questions as asked in application, No record
of comparison is available or kept on those rated or issued as impaired risks on
either over or under age 65.

1 8¢ exhibit No. 2 listing policy forms and documented for information requested by separate presentation
of bulletins giving rules, regulations, rates, etc., 88 requested.



80 BLUE CROSS AND PRIVATE HEALTH INSURANCE COVERAGE

B. See policy bulletins supplied in answer to question II, parts A and B.
. Underwriting subsequent to policy issuance:

1. Copies attached: 1793-M, 2326-M.

2. No record is maintained.

3. Norecord is kept. The major portion of the business is issued with a renewal
safeguard with no right to cancel on an individual policy.

4. The usual investigation is made in regard to payment of the claim in accord-
ance with the terms of the policy contract.

VI. Attrition:

A. See exhibit No. 7. This covers years 1961, 1962, 1963. This covers policies
issued on both the open enrollment (nonselective) and other policies available
throughout the year on a selective basis.

B. %\Io records are kept of the reason for terminations. All terminations are
recorded just as a termination, regardless of reason.

C. No records kept.

D. No record of those that reinstate after the grace period has expired is
maintained. A normal procedure, as on our regular business, is folowed. That
is, an offer to reinstate without penalty of a lapsed period is made at the end of 45
days from due date, and again at 65 days. No record of payments during thig
period is maintained as we do not record on our records a lapse until such efforts
have been put forth to reinstate the coverage.

VIL.*Other:

A. There are unique risks involved in underwriting health insurance for the
aged created primarily by the increased morbidity. The needs of these people
have been obvious to the private insurance industry for a number of years.
Continuous forward steps have been taken to solve them until today a wide
selection of insurance coverages is avsilable, from many sources, to each individual
o that he can determine his particular need and adequately protect himself
from financial loss.

Many other advances have occurred such as:

1. The entry of many insurance carriers into the field of providing hospital
and medical care benefits for those 65 and over.

2. The provisions in regular policies that are sold for continuance during
the entire lifetime of the insured.

3. Continuance of group insurance programs for life following retirement.

4. The mass marketing approaches now being used.

5. Programs of paid up at age 65 health insurance.

These, and many other innovations, are rapidly eliminating any problem of
health insurance for the aged.

B. Mutual of Omaha is by its charter a mutual organization owned by its
policyowners and dedicated to their service. When our board of directors
authorized the senior age program, they directed that it be a break-even program,

We anticipate no different problems in the rates applicable to the over 65 age
group of business than to the under 65 age group. All ages will be affected in
the future by the same factors.

Exsaierr No. 1
Re group survey of the aged.
- Attached is the report sent to the Health Insurance Association of America as
of December 31, 1963.

The completion of this report on an accurate basis for the group operation would
be quite costly and time consuming as we do not maintain records on the majority
of the certificateholders covered under our group policies. Where records are
maintained, they are on a per-case basis and used daily for the administration
under the policies. To remove them for this overall purpose would be detri-
mental to our workflow and policyholder service.

The figures contained in this report were determined by writing to the majority
of our larger policyholders and requesting the information. The reolies were
tabulated and the count on groups of less than 500 lives were included in the
State where the master policy was located. On cases with more than 500 lives
the count was distributed in accordance with the 500 life rule.

As we did not do any sampling for ratios to apply against the total certificates
in force there is a definite understatement made.
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7
76DV
80DV
84DV
86DV
37DO
37DVO
4DLO
55-110
WSDO
22DV
41DV
64DO
59DRO
59DV
25HO/FHO
30HO/FHO
36HO,FHO
38HV/FHV
40HO/FHO
52HO/FHO

NOTE.—The above list does not contain several

Exaisir No. 2
Poricy Forus

54HO/FHO
56HO/FHOQ
57HO/FHO
58HSO/FHSO
65HO/FHO
68HO/FHO
70HO/FHO
7aHO/FHO
2CLO/FCLO
2HRO
16HO/FHO
16HSO/FHSO

9HO-9FHO
27HO/FHO
29HSO
BOH

8HO

3HSO

7HSO

11HSO

4HSO

8HSO

12HSO
3HO-3FHO-3DV
24HO/FHO
26HO/FHO

31HQ,FHO-31DV-

33DV-31DRO

55HO/FHO
6HMLO
8HMLO
9HMLO

11CH

15CH

50H0O
58HO/FHO

which no tabulation is made as to whether the pollcyowner is over 65 or under 85.

25HO/FHO
30HO/FHO
36HO/FHO
38HV/FHV
40HO/FHO
52H0/FHO
54HO/FHO
56HO/FHO
57HO/FHO

Note.—The above list

________ 87,673 |3DV
________ 11, 279 | 24HO/FHO
1, 667 | 26HO/FHO
________ 14, 783 31HO/FHO

........ 12, 585|31DRO
63| 55HO/FHO
65| 6HMLO

ExmisiT 3

of policies in force by form does not contain the policyholders on several forms

Number of policyholders in force as of Dec. 31, 1963
Policies in force Form

81

licy forms which are sold to people of all ages and on

Policies in fore

839, 731

where no tabulation is made as to age. Records are not maintained by Gistribution of age within policy

form on tbis type of coverage.
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Exmuinir 4

Premiums earned per year

Form 1961 1962 1963

$37,020. 87 $406. 337. 28 $742, 692, 87

________________ 42,237.38 146,902.17

35.71 821.84 1,397. 40
________________ 8, 067. 32 19,754, 73.

17,754.70 20, 800. 39 12,442, 42

8,514.77 10,177. 41 10, 454. 21

992.10 1,231, 65 1, 463. 83

__________________ 2,601,435, 77 2,208, 567. 67 1,842, 661. 49
.................... l 747,757.37 1, 488, 215. 41 1,248,952, 59
____________________ ,131. 78 977.91 667. 64
______________ 202, 647. 27 224, 893. 48 175, 556. 01
................ 4,005. 30 14, 250. 09 9,135.39

.......... 1, 316. 80 1,471.28 1,951.29

........ 28 493, 76 30, 898. 86 24, 093. 86

106, 366. &1 240,232. 84 252, 593. 21

5,323, 540, 26 7,286, 058, 66 8,853, 617, 60

769, 798. 57 1,024, 236.19 1,229, 432. 51

...... 83,539. 45 115, 896. 91 145,678. 04

........ 1,044, 432. 54 1,329, 667. 04 1, 463, 936. 89

2,039. 31 2, 603. 66 2,923.37

______ 58,114. 52 77,645, 72 95, 815. 34

S6HO/FHO ... .. 225, 635. 65 396,179, 48 548,573.17
STHO/FHO. ... . .. 1,270.87 1,779.00 2, 590. 43
S8HSO/FHSO. . ... 2,201.16 6, 332,57 5, 753. 93
6HO/FHO ... 2,265. 41 5,103. 82 7,004.24
68HO/FHO ... 11,154. 47 38,512, 97 55,181. 41
WHO/FHO. . —097.24
T4HO/FHO_ ... I P 192, 56
ZCLOIFCLO ........ 1,944. 86 2,240.22 2, 086. 09
HRO . oo 3 549.14 4,484.14 4,079. 59
........ 4, 032.17 4,117, 50 4,155, 94

........ 41,918, 87 40, 828, 66 37,279, 35

.......... 338,265, 70 322, 080.13 315, 678. 76

.......... 43,935.21 45,783, 91 47,274.83

.......... 39,088, 73 57,805, 84 71,832, 35

........ 15, 568. 49 18,793. 94 19,322, 25

...... 15,113.28 38, 054, 51 61, 446. 57

1,443, 445, 46 2, 368, 940. 91 3,047,837.17

737,941, 42 630, 459. 61 550, 498.19

46, 440. 40 44, 700. 76 47,070.18

__________ 4,649,180. 30 6, 521, 660, 52 7,754, 867. 68

__________ 61,250.16 82, 510. 98 102, 050. 29

__________ 14,121. 45 23,434.96 29,779, 72

............ 16,792, 620.62 | 19,129, 308.57 20, 838, 704.13

__________ 440, 025. 88 528,827.13 614,107.24

__________ 114,193.12 131,787, 68 147,125. 74

______________ 7,283, 339.98 7,252,428.12 7,589,147, 42

............ 2, 687, 345. 39 2,602,895.18 2,470, 744. 83

24HO/FHO ............ 11,797. 89 11,163.25 11,982.72
26HO/FHO .. 24,205, 31 22,572.72 19,709.18
31HO/FHO . 443, 659. 98 384, 435, 61 332 739.09
Bl DV e 1, 055, 424. 53 919, 645. 60 735 331.27
83DV e 244,717, 65 303,203. 95 332, 524, 61
BID RO ... s 52,210.14 63, 341. 69 64, 662, 88
S5HOJFHO. .o 10,160. 04 12,762, 34 14, 349. 44
BHMILO. .o oo 1,404. 00 82,123.37 223, 966. 55
SHMLO. ... 401. 50 1,306. 30
OHMLO ... ______.__.__ —1.50 4,930. 87
MCH. .. 370,038. 00 383, 400. 89
15CH._. 105, 312. 62 445, 074.75
0HO.. 4,167,954, 81 5,574,301.18 6, 874, 749, 82
S8HO/FHO. ..o 152, 808. 61 190, 601. 41 218 390. 62
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ExHIBiT 5
Claims incurred by year

Form 1961 1962 1963
8DV oo e emevcmacmeccecamemammmmmeamecceseenane $22,791. 99 $179, 164. 86 $315, 741,82
80DV oo eeacecceaccecmccmcmcmesmemeceacescencenn|ieanan 21, 131. 66 73,363.28
84DV 363. 68 3

............................. A . 18
223, 880. 57 216, 814, 57
26, 867. 89 26,910.15
24,277.38 32, 446.86
9, 066. 12 12,717.71
12,263.17 32,227.38
1,320, 535. 72 1,868, 679. 74
306, 800. 21 359, 824. 56
15, 855. 23 19,547.71
3, 356, 445. 89 4,265,217.77

42,412.63 , 944,
12, 083, 72 13,917.09
15,292, 585.83 | 17,748,412, 39
407, 783. 30 462,136. 23
..... 82,100.35 101, 210. 45 123,671.13
4,884,141.67 | 5,117,804.85 5,321,065, 79
3DV.._..... 1,707,977.26 | 1,801,963.80 1, 784, 061. 79
24HO/FHO. 5,116.28 3,793.71 6,833. 01
‘mgQIFHO. 14, 022. 05
3IHO/FHO. 182, 242. 16
31DV... 436, 646. 46
BDV. 170, 812. 63
IDRO... 48, 733. 41
55HO/FTHIO 5,239.88
AHMI, 90, 322.16
SHMLO_. —456.46
9HMLO 6,344, 64
HCH ... 295, 679. 80
15CH . eaees 171,748. 36
£ & (o DO 3,460, 044, 49 5,751,164.15
BBTIOJFIIO . e cccmecmmmeasmemmmaes 41,252, 42 68, 634. 90

ExmisiTr No. 6
) ELIMINATION RIDER
This rider is attached to and made a part of Policy No. ... ____.... and is

sabject to all provisions of the policy which are not in conflict with the provisions
of this rider.

The effective date of this rider is _________-_.._.

In consideration of the company’s continuing the policy in force after the effec-
tive date of this rider and not exercising its then known rights to rescind the policy,
it is understood and agreed that none of the benefits provided in the policy shall
acerue for any loss sustained by - .- resulting from ________
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MuTuaL oF OmMaHA INsuraNcE Co.,
V. J. SguTT, President.

RipEr Form 2326M, EniMinarion Riper; RipEr Form 2327M, DEPENDENT
EvrMinaTioN Riper

BRIEF DESCRIPTION

1. These are new riders to be used with any applieable policy or certificate in
lieu of rescission. '

2. Rider form 2326M eliminates coverage for a specific condition for the insured
or other covered person. . .

3. Rider form 2327M removes a dependent and may be used, subject to bene-
fits department instructions, even though the insured’s coverage cannot be
rescinded. ‘ g

4. Copies of the riders appear on the reverse side of this bulletin.

UNDERWRITING RULES

1. Rules governing the use of these riders are stated in détail in benefits depart-
ment bulletins. Note that special instructions apply when the riders are used on
forms other than regular individual policies, such as association group certificates,

2. The effective date of the rider is the date it is signed.

3. The riders are to be signed in duplicate, the original for the application file
and the duplicate for the insured.

HOME OFFICE PROCEDURE

1. Approval notifications to be given separately.
2. Rider code: 2326 M—Elimination. 2327M—Elimination.
3. Keypunch code: 2326M—C26. 2327M—(C27.
G. A. LEBENS.
ELIMINATION RIDER

This rider is attached to and made a part of Policy/Certificate No. ____________
and is subject to all provisions of the policy/certificate which are not in conflict
with the provisions of this rider.

The effective date of this rideris ..____________.

+In consideration of the company’s continuing the policy/certificate in force
after the effective date of this rider and not exercising its then known rights of
rescission it is understood and agreed that none of the benefits provided in the
policy/certificate shall accrue for any loss sustained by ____________________
resulting from ._________________ O [ T TTTTTmTmmmmmmmeee-

Signature of the Insured

MvuruaL oF OmaHA INsurance Co.,
V. J. Skurr, President.

DEPENDENT ELIMINATION RIDER

This rider is attached to and made a part of Policy/Certificate No. ____________
and is subject to the conditions, exceptions and limitations of the policy/certificate
not amended herein and to any further conditions, exceptions and limitations
stated in this rider.

The date of this rideris _.____________.

_In consideration of the company’s continuing the policy/certificate in force
and waiving its then known rights of rescission on account of the insured’s material
misrepresentation in the application, relating to ____________________ » & COpy
of which application is attached to and made a part of the policy/certificate, it is
understood and agreed that in lieu of such rescission, such dependent is hereby
removed from the policy/certificate effective the date of the policy/certificate.
All premiums paid for such dependent (less any benefits paid under the policy/
certificate for such dependent) are hereby returned to the insured.

This rider shall be null and void unless it is signed by the insured.

Signature of the insured

Mvuroal or OMams INsumance Co,,
V. J. SEuUTT, President.
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ExmBrr 7

Number of policies issued by year

Forms

1961 1962 1963
b (53 0 )/ 5,558 4,731
80DV 1,052 1,186
84DV, - 18 11
86DV, 164 148
37DO. 90 50 40
37DVO. 32 13 11
4DLO. 12 5 7
55-110 351 350 276
WS8DO. 363 356 31;

1 -
41DV. 1,154 165 1
DO P IR R
59DRO. 17 7 4
59DV._. 208- k2 I
25HO/FHO 846 724 528
30]10;1"30 R - 27,885 32,749 28,984
36HO/FHO 3,681 4,584 3,737
38HV/FHV. - - 577 566 597
40HO/FHO 5,505 4,860 3,529
52HO/FHO 21 17 16
O/FH 422 345 . 351
56HQ/FHO o 5,154 5,423 5,423
6THO/FEO 19 26 21
§8HSO/FHSO. .. -- 79 40 19
65HO/FHO 77 59. 78
68HO/FHO . 546 536 570
T0HO/FHO e ceemmmcmmmmmmmmmmeh e ces 174
74HO/FHO..._ ... SN N, - 14
2CLO/FCLO. ... 28 11 5
2HRO. 39 16 20
16HO/FHO. . 10. 19 3
16HSO/FHSO 109 60 7
6HBO... - 641 818 564
10H8O . - 372 255 262
[2r3 & 0 691 581 526
9HO-9FHO .. - 129 80 29
27HO-FHO .. 414 435 4“7
17,638 17,711 13, 965
897 1,241
99 196 184
30,973 27,833
359 447
98 125
91,286 41,061
2,487 1,692
531 210
2,003 1, 466
313 203
2% 45
8 2
69 19
42 4
2,116 1,785
329 227
80 61
8,385 8,981
] 7
2 663
3,310 847
4,086 6,174
50HO 33,244 78, 339 38,011
58HO/FHO. 765 937 508
Total. - 193, 794 304, 467 198,160

Nore.—The above listing of policles issued by form does n:
where no tabulation is made as to age.

Records are not

form on this type of coverage.

ot contain the policyholders on several forms
intained by distribution of age within policy
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Murvar oF Omana Insurance Co.,
Omaha, Nebr., May 22, 196/.
Hon. Par McNAMARA,
U.S. Senator, U.S. Senate Building,
Washington, D.C
DEAR SENATOR McNaMARA: Attached you will find the information which we
indicated was not yet available in the answers to the questionnairc which you
furnished us.
In answer to question No. 5, we have attached representative copies of our
advertising.
Cordially yours,
A. M. HaNsSEN,
Vice President.

OmaHA, NEBR., March 19, 196},
Mr. V. J. Skurr,
President, Mutual of Omaha,
Benefit Health & Accident Association.

Dear MR. Skurt: Senator McNamara has asked me to write to you in connec-

tion with his letter of March 11,
hWould you be kind enough to modify the questionnaire to reflect the following
changes:

Question I, “total policyholders (classified by group and individual)” should
read, ‘‘total number of different persons insured against items of medical expense—
exclusive of holders of disability insurance policies (classified by group and
individual),”

In question No. VI, where reference is made to policyholders, it should be
understood that the intent of the question is to determine persons. That is, if
the individual has two or more policies he should not be counted as two policy-
holders but rather as one person.

As a general rule it would be appreciated if you would subtract from all totals
those persons who are under age 65 and who are enrolled in one of your ‘‘senior
security’” contracts by virtue of having a spousc age 65 or over.

Thank you for your cooperation.

Sincerely,
Jay B. CONSTANTINE,
Stafl Director, Subcommitiee on Heallh of the Elderly.

MarcH 11, 1964.
Mr. V. J. SguTT,
President, Mutual of Omaha, Benefit Health & Accident Association,
Omaha, Nebr. |

Dear MRr. SkurT: As you know, the Subcommittee on Health of the Elderly
has announced that it will hold public hearings on the subject of Blue Cross
and other private health insurance coverage for older Americans. )

In connection with the preparations for those hearings Mr. Censtantine, of
the subcommittee staff, at my direction, has been in touech with your Mr.
Chamberlain to discuss certain questions on an informal basis. -

1t would be very much appreciated if you would forward your responses to
the attached questions and requests for material as soon as possible. I have
asked Mr. Constantine to cooperate fully with you in the event that you desire
further clarification of the information requested.

At such time as specific dates for the hearings are decided upon, it is our inten-
tion to ask you to testify on the efforts of your organization to meet the health
insurance needs of our older population.

Thank you for your cooperation.

Sincerely yours,
Par McNAMARA,
Chairman, Subcommilttee on Health of the Elderly.
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PLEASE PROVIDE INFORMATION AS OF END oF EacH oF Last 3 CALENDAR YEARS
FOR PERsSONS AGE 65 aND OVER (ExXCEPT WHERE OTHERWISE INDICATED)

I. Total policyholders (classified by group and individual).

A. Available data (of any type) concerning other health insurance coverage
held by your policyholders—commercial and/or Blue Cross. ’

I1. Benefits and premiums:}

A. Policy forms issued, by principal benefits (hospital daily room and board
indemnity; allowances for hospital extras; allowances for physicians’ services;
surgical schedule) noting changes made during each year.

B. Monthly premium charged for each type of policy form described in A
(please note all changes made during each year).

C. Number of policyholders for each policy form described in A.

II1. Experience:

A. Premiums earned by policy form.

B. Claims incurred by policy form.

1V. Exclusions and limitations (including waiting periods) on conditions
covered for each of the policies currently available. .

V.1 Copies of all advertising and promotional literature directed toward older
people. '

I. Underwriting:

A. Initial issuance of individual policies—percent rated as impaired risks and
comparison with persons under age 65 rated risks.

B. Copies of all administrative directives to agents and/or brokers relating to
field underwriting of individual policies for 65 and over applicants.

C. Underwriting subsequent to policy issuance or filing or payment of claims.

1. Copies of all restrictive riders or waivers employed.

2. Number of riders issued and number of those to whom riders or waivers
were issued who received or filed for a benefit.

3. Cancellation and/or number terminated (nonrenewal) by type of policy
and indicating how many of these had received a benefit. }

4, Copies of administrative directives to claims personnel relative to company
policy on cancellation, ridering of policies, non-renewal and rating-up of policies.

VI. Attrition:

A. Number of policyholders signed up during calendar years 1960, 1961,
and 1962. :

B. Of those who (during the above years) are no longer policyholders, number
who are no longer insured for reasons other than death (specify reasons: lapses;
terminations; cancellations; etc.)

C.ﬁQ)f all those no longer insured (including deaths) how many received a
benefit?

D. How many were reinstated?

VIII. Other:

A. What are the unique risks involved in underwriting health insurance for
the aged and to what extent do you believe these can be met by private health
insurance? .

B. Do you anticipate that premium increases will be necessary on some or
all of your policies for the 65 and over population during the next 2 years? Please
elaborate, indicating, where appropriate, the percentage increase anticipated
and the reasons therefor.
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APPENDIX B

RESPONSES TO SUBCOMMITTEE QUESTIONNAIRES RECEIVED From “Stare 65"
INSURERS: :

1. CoNNEcTICUT “65”’

2. MAsSACHUSETTS ‘65"
3. NEw York “65” :
4. Texas “65”

1. CoNNEcCTICUT ‘65"

AssocraTep ConNecricur Heavutr Insurance Cos.
.. Hartford, Conn., April 15, 1964. °
Hon. PAT McNAMARA, ]
Chairman, Subcommittee on Health of the Elderly,
U.S. Senate, )
Senate Office Building, Washington, D.C. )
DEar Sir: In accordance with the request in your letter of March 10 addressed
to the Associated Connecticut Health Insurance Cos. which I acknowledged
under date of March 20, I am pleased to enclose herewith & memorandum covering
the seven questions forwarded with your letter of March 10, together with the
material requested. To the extent that it has been possible and practical to
do so, the answers given are full and complete.
Sincerely yours, )
Witniam N. Sgery,
Chairman, Ezecutive Commilice.

ANSWERS T0_QUEsTIONs RECEIVED WitH LETTER oF MarcH 10, 1964, From
Hon. Par McNamara, U.8. SENaTOR, CHAIRMAN, SUBCOMMITTEE oN HEALTH
oF THE ELDERLY

Question 1. All literature describing benefits and premiums, including scripts
and “‘tearsheets’’ used in promotion.

Answer 1. Herewith are the following items:

Question and answer leaflet used in connection with open enrollment period.
. Sales folder used in connection with second open enrollment period.

. Sales folder used in connection with third open enrollment period.

. Sales folder currently in use. :

Enrollment booklet provided for each person insured.

Enrollment booklet amendment effective November 1, 1962.

. Enrollment booklet amendment effective January 1, 1964 (form 651-2).

. Current enrollment booklet for each person becoming insured.

I. Copies of newspaper advertisements.

J. Copies of scripts for radio and television.

Question_2. Total number of different persons enrolled in program from in-
ception to March 1, 1964; total number of persons accepted for coverage during
initial “open” period, total number insured immediately prior to and following
each of the two subsequent “‘open’” periods; and total number of persons insured
as of March 1, 1964 (please break down these data to show subtotals indicating
numbers of persons in each of your various coverage options).

Note.—For this and subsequent questions, provide data, to the extent possible,
distinguishing between persons age 65 and over and those under age 65.

Answer 2. A. The total number of individuals enrolled at any time, up to
March 1, 1964, is 35,166. )

B. The total number of individuals accepted for insurance during the initial
open enrollment period was 21,849, broken down as follows:

Option 1: (648 under65) ___.____ 13, 770 l Option 3: (42 under 65)___.___. 2, 225
Option 2: (208 under 65)____.._ 4,891 | Option 4: (33 under 65)________ 964

C. The total number insured as of April 1, 1962, preceding the second open
enrollment period was 19,848, broken down by option as follows:

Option 1. _______ . ____.._____ 13,222 [ Option 3. .- oo ____ 1, 988
Option 2. ... _________ 3,824 |Option4. . _______________ 814

D. The total number insured as of May 1, 1962, after the second open enroll-
ment period was 25,577, broken down by option as follows:

Option 1. ________ 17,153 | Option 3. .. __._____. 2, 893
Option 2. .. ... 4,488 Option 4. oo . 1, 043

EQEET QW
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E. The total number insured as of October 1, 1962, before the third open enroli-
ment period was 24,581, broken down by option as follows:

"Option 1o v oo el " 16, 552 l Option 3......__ e 2, 801
Option 2_ _________________ ~- 4,216|Optiond____________________ 1,012

F. The total number insured as of November.1, 1962, after the third open
enrollment period was 27,017, broken down by option as follows: :

Option 1o ceeeoo e "18,456 | Option 8 oo ooo oo .. 3, 009
Option 2. . ________.. 4,476|Option 4. ... ___ 1,076

G. The total number insured on March 1, 1964, was 25,479, broken down by
option as follows: .

Option 1 (642) - oo 18, 076 | Option 3 (38)- o " - 2, 720
Option 2 (141). .. _____.__ 3,787 Option 4 (22) . ____._..___ 896

Nore.—The number of those under 65 as indicated in B and G above is not
significant. A count on those under 65 is not available with respect to C, D, E,
and F without undue time and expense being invelved. :

Question 3. How many of those persons accepted for coverage during your
initial open period were stilt insured under the program as of March 1, 19647 -

Answer 3. Of the 21,849 original insured members, there are 15,619 who remain
insured, broken down by option as follows:

Option 1. ... 10, 191 [ Option 3. wcec e = 1, 510
Option 2.._.__ e m—emmm——m 3,338{Option 4__ . __________._ 580

Question 4. What was the average age of the “Conneécticut 65°° policyholders
as of end of your initial enrollment period? What was the average age as of
March 1, 1964? - .
~ Answer 4. The average age of those insured as of October 1, 1961, was 74.6
years. The average age of those insured as of March 1, 1964, was 74.1 years.

Question 5. Please provide all data available relating to premiums earned,
claims incurred, utilization, ete., for each of the various options and types of
coverage.

Answer 5. A. The following is the earned premium by option and the incurred
claims from October 1, 1961, to March 1, 1964: o

Eamed Incurred
premium claims
oy ~ il e
. Option ; ' 3
Option 3 — 1,293, 791 1,358, 256
Option 4. 399,332 351, 567
Total 7,440, 095 7,084,995

B. In the period from October 1, 1961, to March 1, 1964, claim paymehts have
been made to 8,670 different individuals. .
C. The following is a count of 1963 claims broken down by option:

Option 1. ___________...___ 3,604 Option 3. ___________ 801
~Option 2. oo 722 Option4_ . . 263

Questiori 6. Please provide the details of any and all premium and/or benefit
changes made to date in your program. . :

Answer 6. Amendment effective January 1, 1964 (form 651-2 included as item
G with answer 1) covers all premium and/or benefit changes made to date. These
include a limitation of $1,000 per calendar year for the “covered” expense of
registered graduate nurses under the $10,000 maximum major medical expense
benefits and a similar limitation to $750 per calendar year with respect to the
$5,000 maximum major medical expense benefits. Premium rates were increased
from $10 to $11 for option 1, from $17 to $19 for option 3, and from $14.50 to $15.50
for option 4. For future enrollees a modification was made with respect to benefits
in certain instances where medical or surgical care, treatment, diagnosis, or
consultation was provided in connection with an injury or sickness during the
90 consecutive days immediately preceding the effective date of coverage.

Question 7. Advise whether any premium and/or benefit ¢hanges are antici-
pated or will be required during the next 2 years. Explain fully. : -
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Answer 7. Herewith is a copy of a statement by Mr. W. N. Seery, vice presi-
dent of the Travelers Insurance Co., to the Insurance Committee of the Con-
necticut General Assembly on March 7, 1961. This statement describes the
purposes and aims of the program.

Also enclosed is a statement by Mr. Seery as chairman of [the Executive
Committee of Connecticut 65 at a public hearing called by Commissioner
Alfred N. Premo of the Connecticut State Insurance Department on October 23,
1963. This statement and the exhibits with it describe the progress and situation
of Connecticut 65 at that time. Following the hearing the modest changes in
premium rates and benefits indicated in answer 6 above were made effective.

Additional informatijon with respect to the number of people insured is included
in answers 2 and 3 above. The claim and premium figures in answer 5 above
include claims and premiums to March 1, 1964, as requested.

A new insurance program requires analysis and study of a continual nature
and adjustments are to be anticipated as the need arises. It will be noted from
the statement on October 23, 1963, that claim rates have somewhat exceeded our
anticipations, Steadily increasing medical and hospital rates are also having
their effect and are expected to continue in the future. However, at this point
the Executive Committee of Connecticut 65 has made no decisions as to any
further premium or benefit adjustments.

ConNBeTICUT 65,
AssociATED ConNEcTICUT HEALTH INsurRancE Cos.,
Hartford, Conn., March 20, 1964.
Hon. PAT McNAMARA,
Chairman, Subcommittee on Health of the Elderly, U.S. Senate, Washington, D.C.

DEeAR Sir: We have for acknowledgment your letter of March 10 addressed
to the Associated Connecticut Health Insurance Cos., and requesting certain
information relative to Connecticut 65. We are reviewing our records and the
full reply will be sent to you later.

Sincerely yours,
WirtLiam N. SEERY,
Chairman, Ezeculive Comamniltee.

MaRrcH 10, 1964.

PRESIDENT, AssocIATED ConNNEcTIcUT HEALTH INsurRaNCE Co.,
Hartford, Conn.

Dear S1r: As you may know, the Subcommittee on Health of the Elderly
has announced that it will hold public hearings on the subject of Blue Cross
and other private health insurance coverage for older Americans.

In connection with the preparations for those hearings, it would be very much
appreciated if you would forward your responses to the attached questions and
requests for material as soon as possible. I have asked Mr. Jay Constantine of
the subcommittee staff, to cooperate fully with you in the event that you desire
further clarification of the information requested.

Thank you for your cooperation.

Sincerely yours, .
PAT McNAMARa,
Chairman, Subcommittee on Health of the Elderly.

“CoNnEcTICUT 65"

1. All literature describing benefits and premiums, including scripts and
“tearsheets” used in promotion.

2. Total number of different persons enrolled in program from inception to
March 1, 1964; total number of persons accepted for coverage during initial
“open” period; total number insured immediately prior to and following each of
the two subsequent ‘‘open’’ periods; and total number of persons insured as of
March 1, 1964. (Please break down these data to show subtotals indicating
numbers of persons in each of your various coverage options.)

Nore.—For this and subsequent questions, provide data, to the extent possible,
distinguishing between persons age 65 and over and those under age 65.

3. How many of those persons accepted for coverage during your initial “open”
period were still insured under the program as of March 1, 1964?
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4. What was the average age of the “Connecticut 65" policyholders as of the
end of ;rour initial enrollment period? What was the average age as of March
1, 19647

5. Please provide all data available relating to premiums earned, claims in-
curred, utilization, etc., for each of the various options and types of coverage.

6. Please provide the details of any and all premium and/or benefit changes made
to date in your program.

7. Advise whether any premium and/or benefit changes are anticipated or will
be required during the next 2 years. Ioxplain fully.

2. MassAcHUSETTS “65”
MASSACHUSETTS 65,
HeaLTH INSURANCE ASSOCIATION,
Boston, Mass., April 22, 1964.
Senator Par McNAMARA,
U.8. Senate, Special Commiitee on Aging,
Subcommiitee on Health of the Elderly,
Washington, D.C.

Dear SENaToR McNamara: Enclosed are the answers to the questions con-
tained in your letter of March 10, 1964:

1. Exhibit I lists the attached items of literature requested.

2. The total number of persons enrolled in the program from inception to
March 1964 is shown on the attached exhibit II.

3. The number of persons continuously insured since the original enrollment
is not readily available. This information can be secured, if necessary, by a
special run of our records.

4. The average age of the Mass 65 policyholder as of the initial enroliment
period was 73.5 years. Exhibit IIT shows our most recent statistics available
of the breakdown by ages. -

5. Annual statement highlights, exhibit IV. Exhibit V shows the close
correlation between the geographical distribution of the aged population and the
Mass 65 enrollment.

6. There have been no rate changes since the inception of the program. Sev-
eral benefit changes, all of which have been liberalizations, have been incorporated
in the attached certificates of insurance.

7(a). No changes in the benefits provided by our plan are currently anticipated.

7(b). The initial premium rates assumed that, during the first 2 years, in-
curred claims would be equal to 85 percent of the premium. At the end of the
first policy year the actual experience was, in fact, at this level. After a thorough
review of the experience statistics, the executive committee authorized con-
tinuance of the initial premium rate for the policy year through December 31,
1964, at which time there will be a further review of accumulated claim ex-
perience.

The favorable claim experience to date has been achieved through the whole-
hearted cooperation of the 46 sponsoring companies and the entire medical
profession.

Sincerely yours,
HersBerT S. Woobs, General Manager.

Exuisir 1

(a) Sales folder used in conncetion with first “open’ enrollment period.

(b) Sales folder used in connection with second and the current “open’ enroll-
ment periods.

(¢) Letter for occupant mailing, influence group, inquiries, and letter to
participants. )

(d) Copies of newspaper advertisements.

(e) Agent-broker sales kit.

(f) Newsletters to members, agents-brokers, doctors, and hospitals.

(g) Copies of radio scripts.

(h) Certificates of insurance, plans 1 and 2.

(¢) Benefit summary chart, plans 1 and 2.

(1) Hospital manual.

35-643—64——7
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Exmisrr 11

(@) The total response during initial enrollment period was 49,893. This
represented 8.7 percent of the aged population in Massachusetts and a much
larger percentage of the effective market. After eliminating returns permitted
under the 10-day free-look provision, duplicate applications, etc., the initial
enrollment figure proved to be 43,383. This figure which exceeds by a consider-
able margin the original expectations is divided between the two plans, as follows:

Plan Lo 32,728
Plan 11 ___ T 10,655
T 43,383

(b) At the time of the April 1963 and March 1964 enrollments there were the
following numbers insured:

....................................................... 31,269,
Plan IX. e 11,401
TOba) - oo o o oo e 42,670
March d1)964 (including 1,305 new enrollees during March enrollment
period):
Plan I e 26,969
Plan 1. _____ I 11,138
Total - e 38,107
(¢) The enrollment activity can be summarized as follows:
Number of enrollees Dec. 31, 1962 __ . . _____ 43,383
April 1963 and March 1964 enrollees. _ .. ____________.____ 2,246
Other enrollees. _ s 3,609
' 5,855
Total . - e 49,238
Lessdeaths. . _______ o _ 4,24
Other terminations_ . .. _____________ o ________. 6,88
11,131
Present number of enrollees__ .. __ .. _______________________ 38,107
Less 3.2 percent under age 65 _________ . __________________ —1,219
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Exarsit 111
Mass 65 distribution by ages

Age Males | Females Total Age Males | Femasles | Total

5 1,109 1,730

1 12 1,068 1,641

17 954 1,466

22 937 1,402

21 738 1,104

1 34 792 1,132

1 49 609 934

2 60 608 876

3 76 452 601

3 90 383 571

3 91 351 547

7 120 240 387

10 205 175 285

17 242 184 269

35 302 96 144

1,036 1,465 92 140

1,153 1, 600 56 74

1,001 1,611 30 49

987 1,486 19 30

972 1,807 17 26

903 1,569 18 22

71 913 1,387 5 . 7

72. 850 1, 503 9 14

73 R21 1,429 17 39

74 825 1,480 4 13
75 712 1,316

76.. 875 1,202 27, 849 43,383

1 Dependent spouse of enrollee age 65 or over.

Exnierr IV

Massachusetts 65 Health Insurance Association 1st policy year highlights

Percent of
premium
Premiums paid by Massachusetts 65 subscribers. $6, 442,137 100
Claims incurred by 11,358 claimants...... 5,475, 532 85
Net cost of operating Massachusetts 65. - 449, 379 7
State premium taxes (estimated) 129, 000 2
Developmental, promotional, and acquisition costs charged to the 1st policy
year 388, 226 8
ExaI1BIT V
Geographical distribution by County
[Percent]
1960 census, 1960 census,
County population | Mass 65 County population | Mass 65
65 and enrollees 65 and enrollees
over over
1.6 2.7 {| Middlesex. 21.8 3.9
2.8 2.3 || Nantucket .1 19
8.0 3.8 |{ Norfolk. 8.8 14.3
.2 .2 || Plymout 4.9 4.7
12.1 11.0 || Suffolk_._ 16.8 P 140
1.3 .9 || Worcester. 11.8 §0.4
7.9 9.0
1.9 1.9 All counties_..._._. 100.0 100.0
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MassacHUSETTS 65 HEALTH INSURANCE ASSOCIATION, )
Boston, Mass.

YOU MUST ACT PROMPTLY TO TAKE ADVANTAGE OF THIS REMARKABLE NEW MAJOR
MEDICAL PLAN

There are only 10 days left for you to get in on Mass 65, the wonderful new
health insurance plan for Massachusetts residents 65 and over. Applications
can be accepted only through October 31. .

If you are 65 or over, or if you are financially responsible for somebody who
is, you still have time to apply for this protection if you haven’t already done so.

As you will recall from the descriptive folder recently mailed to you, Mass 65
pays up to a lifetime maximum of $10,000 for major medical health insurance
coverage. It's practically like having a special emergency fund from which you
can draw up to $5,000 in any one year to pay the big medical bills that usually
result from a major accident or serious iliness.

Mass 65 begins paying benefits when most basic hospital and surgical plans
leave off. It helps pay big bills from your doctor, the hospital, or a convalescent
nursing home. And it’s easy to take advantage of this plan designed exclusively
for Massachusetts residents 65 and over. There’s no medical exam required * * *
no health questions asked.

When you have the protection Mass 65 gives you, you can enjoy new peace
of mind * * * lessen your worries about the impact of a serious or prolonged
illness or crippling injury. Even if your expenses run into thousands of dollars,
and this is not at all unusual, you will be helped substantially in meeting the
really staggering bills that can be incurred. ’

Mass 65 major medical protection is the type of coverage that people 65 and
over have always needed most, yet have often found extremely difficult to obtain.
And now it’s available, at low cost, for everybody in Massachusetts 65 and over.

But you must not delay. The initial enrollment period for Mass 65 ends
October 31, no applications can be accepted after that date. So please call or
see your agent or broker today * * * before time runs out. He’ll gladly
answer any questions you might have about the plan, and will help you enroll.

Sincerely yours,
A. M. Wmson,

Chairman, Executive Commillee.

MassacHUSETTS 65 HEALTH INSURANCE ASSOCIATION,
Boston, Mass., October 1962.

Df:,u}? Strs: May we ask your cooperation in supporting the new Massachusetts
65 plan

Will you help us spread the good news about Massachusetts 65—the new major
medical health insurance plan for Massachusetts residents 65 and over? The
support of prominent people like yourself will help us substantially in making
this first enrollment period in October successful.

You’ve probably already heard and read a great deal about Massachusetts 65
and the voluntary association of leading insurance companies behind it. The
plan has received widespread and enthusiastic coverage and commentary in the
press, radio, and TV.

This is not surprising, for Massachusetts 65 presents a dramatic answer to the
critical need of older people in Massachusetts for low-cost major medical health
protection, at a time they can most benefit—when a serious accident or prolonged
illness incurs medical and hospital bills that can run into thousands of dollars.

As the enclosed folder about Massachusetts 65 points out, expenses of this
extent go far beyond the coverage normally provided by basic hospital-surgical
ingurance. Yet major medical protection is the type of health insurance people
65 and over have often needed most, yet have usually found most difficult to
secure without having to take a medical exam.

Massachusetts 65 offers benefits that extend up to $10,000 over a person’s
lifetime * * * for medical and surgical bills, for care in a hospital or convalescent
home or even in the individual’s own home. The plan was designed exclusively
for Massachusetts residents 65 and over, and was actually made possible only
through passage of a special State law.
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If you'd like to cooperate in getting across the important story of Massa-
chusetts 65, you can do so by making copies of the enclosed folder available to
those in your community who might benefit from the plan. We'll gladly send
you as many folders as you wish—just fill in and return the slip accompanying
{his letter in the postage-paid envelope provided.

And thanks for your help.

Sincerely yours,
A. M. WiLsON,
Chairman, Executive Commilttee.

MagrcH 10, 1964.
PRESIDENT, M ASSACHUSETTS 65,
Boston, Mass.

Dear.Sir: As you may know, the Subcommittee on Health of the Elderly
has announced that it will hold public hearings on the subject of Blue Cross and
other private health insurance coverage for older Americans.

In connection with the preparations for those hearings, it would be very much
appreciated if you would forward your responses to the attached questions and
requests for material as soon as possible. I have asked Mr. Jay Constantine of
the subcommittee staff to cooperate fully with you in the event that you desire
further clarification of the information requested.

Thank you for your cooperation.

Sincerely yours,
PatT McNAMARA,
U.S. Senate,
Chairman, Subcommittee on Health of the Elderly.

1. All literature describing benefits and premiums, including scripts and
tearsheets used in promotion.

9 Total number of different persons enrolled in program from inception to
March 1, 1964; total number of persons accepted for coverage during initial
“open enrollment’’ period, total number of persons insured immediately prior to
and following each of any subsequent “‘open’ periods; and total number of persons
insured as of March 1, 1964. (Please breakdown these data to show subtotals
indicating number of different persons in each of your various coverage options.)

NoTE.—For this and subsequent questions, provide data, to the extent possible,
distinguishing between persons age 65 and over and those persons under age 65.

3. How many of those persons accepted for coverage during your initial “open
enrollment”’ period were still insured under the program as of Mareh 1, 19647

4. What was the average age of the policyholder as of the end of your initial
enrollment period? What was the average age as of March 1, 1964?

_5.. Please provide all data available relating to premiums earned, claims in-
curred, utilization, etc., for each of the various options and types of coverage.

6. Please provide the details of any premiums and/or benefit changes which
have been made in your program since its inception.

7. Advise whether any premium and/or benefit changes are anticipated or
will be required during the next 2 years. Explain fully.

3. New York ‘65"
NEw YORK 65 HEALTH INSURANCE ASSOCIATION,
New York, N.Y., April 15, 1964.

Hon. PaTr McNAMARA,
Chairman, Subcommittee on Health of the Elderly, Special Committee on Aging.
U.S. Senate, Washington, D.C

Dear SENATOR McNamara: The attached information is submitted in
response to your letter of March 10 and that of Mr. Constantine dated March 17.

Sincerely yours, .

MorToN D. MILLER, President.
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Angwers to questions outlined in letters of March 10 and 17, 1964, from
Subcommittee on Health of the Elderly under the chairmanship of the Hon-
orable Pat MeNamara:

Question 1. All literature describing benefits and rates, including scripts and
tearsheets used in promotion.

Angwer 1. The following material is enclosed:

Initial open enrollment—October 16 to November 16, 1962—FEzhibits

1. New York 65 filmstrip and record.
. Proofs of four newspaper ads.

. Sales aids kit (agents-brokers).

. Talk for community groups.

. Kit for hospital administrators.

. Insureds enrollment packet.

Second open enrollment—June 1-1 5, 1963

7. Proof of newspaper ad.

8. Sales aids kit (agents-brokers).

9. Two TV scripts. !
10. Inquiry letter.

Special enrollment opportunities

11. Agent-broker kit, February 1963.

12. Agent-broker kit, October 1963.

This material constitutes the major portion of the promotional material pre-
pared by New York 65 and directed to the general public or the agents and
hrokers of New York State.

Question 2. (a) Total number of different persons enrolled in program from
inception to March 1, 1964; (b) total aged persons insured as of March 1, 1964;
(c) total number of persons accepted for coverage during initial enrollment period
and total number of persons insured immediately prior to commencement of
second “open” enrollment period. (Please provide subtotals indicating persons
covered for basic only, major medical only, and basic and major medical).

Answer 2. (a) The total number of persons who submitted applications for
coverage from inception to March 1, 1964 were:

OO

Initial “open’”’ enrollment (Oct. 15-Nov. 15,1962) _ . _ o _____ 107, 404

Interim enrollments (see folder entitled “Special Enrollment Oppor-
tunities in New York 65" for eligibility requirements) . ____________ 1, 734
2d “open” enrollment (June 1-15, 1963)___________________________ 1 33, 552
Total applications____._______ ________~_____"TTTTTTTTT 142, 690

! In addition, 702 persons who already had some coverage with New York 65 took this opportunity to add
additional oovetage, as follows: .
Basicadded_ ... ______ R 281

In{tial open Interim 2d open
enroliment | enrollments | enrollment

Basie. oo e 39,739 523 13,421
Major medieal ... T T TTTTTTTTTTTTmT TR 41,888 844 12,079
Combination.___._________ 7T TTTTTTTTmmTmmT T 25,777 367 8, 052

Total. ..__.._.. e 107, 404 1,73 33, 652

Of the 142,690 applications received by New York 65 from the inception of
the program until March 1, 1964, 3,031 applications (2,237 in the initial “open”
enrollment and 794 in the second “open’ enrollment) could not be processed
because the individual was not eligible due to age or nonresidence, or was con-
fined to a hospital or nursing home, or no premium payments were received or the
apBlication was incomplete in other respects.

educting the 3,031 leaves 139,659 applicants to whom certificate booklets
were issued of whom 4,980 (3,723 in initial open enrollment and 1, 257 in the second
open enrollment) took advantage of the ‘“free look” provision under which an
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individual has 10 days after receiving his certificate booklet to decide whether
he is satisfied with New York 65. When he is not, the certificate booklet may be
returned and the premium paid is refunded in full. In such cases, the insurance
is eonsidered as never having been issued.

Therefore; the total number of different persons who became insured under
New York 65 was:

Basit . o e e e mm e —m—ccc—mmmmmmmemmmme———aen 50, 658
Major medical . . oo oo eee oo 51, 749
CombinatiOn. - - - o o o oo e mm e mmmmmee e mmmmmm—m——— 32, 272

Al plans . _ oo 134, 679

Answer 2. (b) Total aged persons insured as of March 1, 1964:

BaSiC - - o o e mmmmmm—mm— e mmm—mmmmmmmmmma—em— e 41,741
Majormedical ..o 41, 882
Combination. _ oo o e mmmmmc——cmcmmmmmmm—m— e e 26, 512

ABDIaNS . o oo 110, 135

Answer 2. (¢) Total number of persons who became insured during the initial
enrollment period and total number of persons insured immediately prior to
commencement of second ‘‘open’ enrollment period.

Initial Priorto2d
“open” “open”
enrollment | enrollment

Basie.. 37,634 33,214
Major medical .. oooo oo camaaes . 39, 564 34,763
Combination - 24, 346 21,054

AN DIBDS. oo e cemmccccmmmeecmccememcmmmmmmmemmmeees e 101, 444 89, 031

Our terminations during the 4 months, December 1963 through March 1964,
have been less than 1 percent per month and our best estimate indicates that more
than one-half are due to death. This is only to be expected, based on our average
age of about 74 years.

Question 3. How many of those persons accepted for insurance during your
init%)al‘i‘;open” enrollment period were still insured under the program as of March
1, 19647

Answer 3. Of the 101,444 persons insured during the initial “open’ enrollment
period, 81,822 were still insured as of March 1, 1964. We have no breakdown of
this last figure by plan.

-Question 4. What was the average age of New York 65 policyholders as of
the end of your initial “open” enrollment period? What was the average age
of your policyholders as of March 1, 1964?

Answer 4. The average age of policyholders at the end of the initial “‘open”
enrollment was 73.5 years.

Plan Male Female Total
BaSIC. - oo encemcceemannnee 74.6 74.0 74.2
Major medical 71.8 7.3 7.5
Combination. . - 75.9 75.7 75.8
AUDIANS_ . icmiccmmemcmae—nmmee 73.7 73.4 73.5

Note.—The average age of persons who enrolled during our 2d ‘“‘open” enrollment period was 73.3
years.

Plan Male Female Total
Basie. e mecmmmm——aanen- 74.2 73.7 74.0
Major medieal o imemmanann 7.8 7.2 71.4
Combination_. 75.7 75.2 5.4
All plans. 73.6 73.2 73.3

NoTE.~We belisve that the averags age of those insured as of Mar. 1, 1984, is substantially the same,
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Question 5. Please provide all data available relating to premiums earned,
claims incurred, utilization, ete., for each of the various segments of the New
" York “65" program (provide separate data for the “regular basic”” and “major
medical” portions).
Answer 5.

Basic Major Total
medical

$8,880,894 | $8,119,186 |  $17,000, 080

8, 204, 283 6, 461, 166 14, 665, 449
____________________________ 23, 069
............................ 47,989

Note.~—These figures relate to the period from Oct. 15, 1962, through Deec. 31, 1963,

Question 6. Based upon all available information, advise whether any premium
and/or benefit changes are anticipated or will be required during the next 2 years.

Answer 6. It is difficult at this time to answer this question. New York
65 has been operating for slightly more than 17 months. Our original projections
on which our current premium rates are based were made for 2 years. So far
we have been running somewhat ahead of our estimates as far as payments of
benefits are concerned.

We are presently conducting our third “open’ enrollment during the month of
April. Since this enrollment is being undertaken without widespread public
advertising, we do not at this time know what the final results will be in terms
of numbers of new enrollees and in terms of additional premium income.

Our original projections indicated that if medical and hospital costs continue
to increase at the same rates as they had for the previous 2 years, it seemed likely
that some upward adjustment in the premium rates would have to be made at
the end of the second year or reasonably soon thereafter. So far, medical and
hospital rates have continued to increase at rates similar to those of the 2 previous
years,

With the unknown of additional premium income due to new enrollments,
which exclude benefit payments for preexisting conditions for 6 months, it is
difficult for us to come to definite conclusions concerning future premium rates
at this time.

All other indieators, however, point to the need for a modest increase within
the next 2 years unless our current claims demands change from their present
pattern.

We do not now anticipate any change in benefits.

Question 7. Note.—To extent possible, provide all data for persons age 65
and over, excluding spouses who are under age 65. )

Answer 7. We do not maintain such records. However, our best cstimates
would indicate about 3 percent of our insureds are spouses under the age of 65.

Question 8. Supplemental request of March 17.—Results of your mail survey of
“several thousand rccent terminations” designed to determine the prineipal
reasons for such termination and their relative frequency.

Answer 8. A questionnaire (copy attached) was mailed in November 1963 to
1,748 individuals and replies were received from 703, or about 41 percent.

The replies to the questionnaire were as follows:

Unsatisfactory experience with a elaim_________________________________ 22
Bought other health insurance protection_______________________ """ 114
Benefits too limited._._________________________________ T 40
Moved out of New York State. _________________._______________"°°° 1
Did not receive offer to reinstate the insurance_________________ """ 14
Combination of two of the above reasons:
Benefits too limited and bought other health insurance protection . _ _ _.____ 52
Unsatisfactory experience with a claim and benefits too limited_______._.__ 19

Unsatisfactory experience with a claim and bought other health insurance
protection
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Other:
Deceaseq - - oo oo m e eme e mmmmemmm—m—mmmmm——m—mm———mo 139
CO8b - - e e e e memmmmmmmmmmmmmmmm—mm———m——ee= 46
Confined to home for the aged - _ e 42
Duplicate COVErage . - - - - - wm e ecm oo o mmmomooooamm oo 7
‘Requested reinstatement .. - o oooooaoooooo- 45
Questioned premium statuSs - - oo oo eemm oo 145
Miscellaneous. - - - o oo ccmemcmmaooo- e 12

The 139 replies stating that the insured had died are significant in that we had
eliminated the deaths which had been reported to us before mailing out the
questionnaires.

New York 65,
HeaLrH INSURANCE ASSOCIATION,
’ New York, N.Y.

DEar . We were sorry to note that the premium payments on the above
certificate have stopped. Since you did not take advantage of the offer to rein-
state the insurance, as outlined in our last letter, it has now lapsed.

Could you please let us know why you dropped this valuable insurance? This
will involve only a few minutes of your time and your answers will help us to
provide better service for more people. Your reply will be treated as confidential
and your name will not be used in any way.

Please check one or more of the reasons listed below:

[ ] Unsatisfactory experience with a claim.

] Bought other health insurance protection.

] Benefits too limited.

] Moved out of New York State (insurance could have becn continued).

1 Did not receive offer to reinstate the insurance.

] Other (please explain)_---________-__-________'__-_;--_; _____________

letter.
A postage-paid, self-addressed envelope is enclosed for your convenience in

replying.
Thanks in advance for your help.
Sincerely, )
FRED MALLEY,
Executive Director.
Enclosure.

MarcH 17, 1964,
Mr. MortoN D. MILLER,
President, New York 65 Health Insurance Association,
New York, N.Y. )

Dear Mr. MiLLEr: This is by way of supplement to Scnator McNamara’s
request for information on the New York 65 program. It would be appreciated
if you would also provide the Subcommittee on Health with the results of your
mail survey of ‘“‘several thousand recent terminations’’ designed to determine the
principal reasons for such termination and their relative frequency.

Thank you for your cooperation.

Sincerely, )
Jay B. CONSTANTINE,
Staff Director, Subcommittee on Heallh of the Elderly.
Marcu 10, 1964.
PRESIDENT,

New York 65 Health Insurance Association,
New York, N.Y.

DEeaR Str: As you may know, the Subcommittee on Health of the Elderly
has announced that it will hold public hearings on the subject of Blue Cross
and other private health insurance coverage for older Americans.

" In connection with the preparations for those hearings, it would be very much
appreciated if you would forward your responscs to the attached questions and
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requests for material as soon as possible. I have asked Mr. Jay Constantine
of the subcommittce staff to cooperate fully with you in the event that you
desire further clarification of the information requested.
Thank you for your cooperation.
Sincerely yours,
Par McNAMARa, :
Chagrman, Subcommittee on Health of the Elderly.

New York “65” PROGRAM

1. All literature describing benefits and rates, including scripts and ‘‘tear-
sheets’’ used in promotion.

2. Total number of different persons enrolled in program from inception to
March 1, 1964; total aged persons insured as of March 1, 1964; total number of
persons accepted for coverage during initial enrollment period and total number
of persons insured immediately prior to commencement of second ‘“‘open’” enroll-
ment period. (Please provide subtotals indicating persons covered for basic only,
major medical only, and basic and major medical.)

3. How many of those persons accepted for insurance during your initial “open’’
cnrollment period (November 1963) were still insured under the program as of
March 1, 19647 : <

4. What was the average age of the New York “65" policyholders as of the
end of your initial “open’’ enroliment period? What was the average age of your
policyholders as of March 1, 1964? L

5. Please provide all data available relating to premiums earned, claims in-
curred, utilization, ete. for each of the various segments of the New York 65"
program (provide separate data for the “regular basic”’ and “major medical’
portions). CL

6. Based upon all available information, advise whether any premium and/or
bclxlleﬁt changes are anticipated or will be required during the next 2 years. Explain
fully.

Nore.—To extent possible, provide all data for persons age 65 and over,
excluding spouses who are under age 65.

4. Texas “65”
TeExas 65 HeaLtir INSURANCE ASSOCIATION,
Dallas, Tex., April 17, 1964.
Hon. Par McNaMARa,
Chairman, Special Commitiee on Aging,
U.8. Senate, Washington, D.C.

Dear SenatorR McNamara: In compliance with your request, we are sending
you under separate cover copies of our health insurance certificates, master policy,
and all literature describing the benefits and premiums, including both radio and
TV scripts and “‘tear-sheets’” used in the promotion of our initial enrollment last
October by the Texas 65 Health Insurance Association. This is in line with
question 1 of your questionnaire.

In question 2 you asked for the total number of persons enrolled during the
initial “‘open enrollment.”” Also, total number of different persons insured as of
March 1, 1964. TFor this and subsequent questions, you asked that we provide
vou data distinguishing between persons age 65 and over and those persons under
age 65. I explained to Mr. Jay Constantine that we did not carry a breakdown
between persons age 65 and over and thosc persons uvher age 65; consequently,
we were unable to provide this data for the initial enrollment. The number of
certificates issued during the initial enrollinent broken down by plan is as follows:

Plan X 12, 031
Plan IT_______ o loTTmmmmmmr 26, 425
Plan I1T._______ T 7,710
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We are in a position to give you the two age groups, that is, persons age 65 and
over and those persons under age 65 insured as of March 1, 1964, by plan which
is as follows:

PlanI Plan IT Plan IIT Total
Number | Per- | Number | Per- | Number | Per- | Number | Per-
cent cent cent cent
Under age 85, - cceooooammae 519 4 594 | 3.2 263 | 3.1 1,376 3.5
Over age 66 .} 12,386 96 17,726 | 96.8 8,158 | 96.9 38,280 | 96.5
Total. o oemmeeeees 12,915 |.--... 18,320 |- 8,421 |..oaao 39,656 |.....-

You will observe a large decrease in the number of persons covered under plan 2
with a slight increase under both plan 1 and plan 3. This is due to the fact that
on February 14, 1964, we wrote all of the persons insured under plan 2, which is
our major medical plan, giving them the opportunity to change to plan 1,
our basic hospital plan, or change to plan 3, the combination basic hospital and
major medical plan, providing they had no other basic coverage and the request
for change was received in our officc on or before March 2, 1964. This change
was made effective March 1, 1964. We took this action in order that these people .
fully understood the type of health insurance protection they had with the
opportunity to make this change if it better fitted their needs.

In answer to your third question, we wish to advise that the initial enrollment
was from October 1-31, 1963, with the coverage going into effect on November 1,
1963. The number of persons still insured as of March 1, 1964, is as follows:

Plan I Plan II Plan IIT Total
Number | Per- [ Number | Per- | Number | Per- | Number | Per-
cent cent cent cent
Under age 65. . _ 499 4 573 | 3.2 253 3 1,325 3.4
Over age 65 12,127 96 17,387 1 96.8 7,934 97 37,448 | 96.6
Total - S| 12,626 |- 17,960 |--o-.. 8,187 |-..-- 38,773 {eeeeene

In answer to question 4, the average age of the Texas 65 certificate holder as
of the end of our initial enrollment period was 73.

In establishing the premium rates for Texas 65, we anticipated costs in our
caleulations from a period of 2 years from the initial enrollment. We are enclosing
copy of letter from Mr. Harvey Galloway, Jr., of our actuarial subcommittee, to
Mr. H. Lewis Rietz, president of the Texas 65 Health Insurance Association, to
substantiate our rate calculation that is self-explanatory.

In question 6 you have asked whether or not any premium and/or benefit
changes are anticipated or will be required within the next 2 years. You can
readily appreciate the fact that the Texas 65 Health Insurance Association has
been in existence less than 6 months. Our experience is too young at the present
time,- but it is not unfavorable. We do not, however, anticipate making any
changes during the next 2 years.

Sincerely,
" CrARLEs M. Barry, Administrator.
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ExniBiTr X

SouTHLAND LiFE INsuraNnce Co.,
Dallas, Tex., July 25, 1968.

Subject: Rate Basis Consideration for Texas 65.

Mr. H. Lewis Rigrz,

Ezecutive Vice President,

Great Southern Life Insurance Co.,

Houston, Tex. )
The purpose of this report is not to give an exact basis for the rate computations

for the Texas 65 plans but in general terms to indicate some of the considerations

and data used.
BACKGROUND

From the offset it was apparent that our task would not be a particularly easy
one due to the small amount of data compiled on senior citizens, particularly in
the major medical area. It then became apparent that some of the information
available for base type benefits was not particularly applicable due to the time
and locality of exposure. Fortunately three other States had met this situation
and at least one of them had provided some experience results prior to our arriving
at our final rates. Although the Connecticut results were not conclusive, it was
somewhat informative to discuss the Connecticut experience situation with some
of the responsible people in Connecticut and to determine how the experience had
deviated from the underlying experience which was used for the rate computation.
Mr. Pettengill of the Aetna advised that the basic data used in the Connecticut
plan was from the retired Federal employees group plan and that the Con-
necticut experience was considerably higher than that derived under the retired:
Federal employees plan. In fact, at one time he indicated that the cost was
50 percent higher than would be anticipated from reviewing the retired Federal
employees group experience. Apparently the Connecticut people must have
anticipated some additional losses because the final Connecticut results did not
appear this far out of line. The State which offered the most information con-
cerning rates was New York. Fortunately we had access to a very complete
written report to the New York insurance department regarding the rate mecha-
nism for the New York 65 Plan. This memo served as a starting point for our
deliberations.

One of our earlier problems was generated when we started to compare the
utilization differences by area since most of the experience available was on
exposure in the Northeast or in the Nation as a whole. The annual reports for
the Transaction of the Society of Actuaries indicated a higher claim cost in
Texas than for the Nation as a whole in both hospital and surgical benefts.
The latest group major medical paper written by Pettengill & Burton indicates
this higher claim cost extends into the major medical area as well as base type
benefits. Mr. Pettengill offered to have some of his people make a special study
comparing Texas with Connecticut under the retired Federal employees plan.
There were some obvious biases and the size of the data indicated that the results-
could not be too meaningful for rate purposes. However, the relationships -
derived in the study indicated that the higher claim utilization for Texas under
normal group operations also carried over into the senior citizen area.

Mr. John Winters of the Texas Department of Public Welfare gave us quite a
bit of data which had been derived from the old-age assistance program in Texas
during the year 1962. Since this program covered approximately 225,000
people 65 and over in Texas, the results should have been meaningful. However,
we tended to distrust the results for several reasons:

(1) The old-age assistance benefits were payable to low-income people in Texas
who were receiving State monev for subsistence. It could be argued that the
health needs of there people would not be the same as the health needs for people
who would buy our product.

(2) The old-age assistance plan is constructed to discourage normal lengths
of hospital confinement. The benefits are cut in half at the end of 15 days and
at the end of each 15-day period, the doctor must give written certification that
the continued confinement is necessary for the health and well-being of the
patient. We collected data on about 6,400 claims which had been settled in
November 1962 concerning the length of hospital confinement. This data
indicated that the above-mentioned biases were onerating to a very great extent
to reduce the average length of confinement. The average length of confine-
ment generated under the old-age assistance plan was about 60 percent of the
average length of confinement shown for age 74 in a report on the problem of
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continuation of medical care benefits for the aged in New York State, voluntary
health insurance and the senior citizen. The annual rate of hospitalization
under the old-age assistance plan was almost double the rate indicated in the
New York report. Age 74 for the New York study data was used for compara-
tive purposes as the average age for the old-age assistance planis approximately 74.

METHOD AND ANTICIPATED RESULTS

' Using our best estimate of the area variations and all the data mentioned above,

the latest articles on the group hospitalization from the Transaction of the Society
of Actuaries, plus the anticipated selection against the plans, the actuarial sub-
committee derived rates which we anticipated would produce an 83 percent loss
ratio. However, subsequent changes have modified this position to the point
where a first-year loss ratio in the neighborhood of 85 percent is expected. This
loss ratio is somewhat lower than we feel we need for a going plan, however, we
feel that some margin for fluctuation is necessary as well as some allowance for
the amortization of acquisition expenses. We also need some allowance for the
increase in claim cost due to the force of inflation which should be at an annual
rate of 3 to 5 percent.

" The actuarial subcommittee does not feel that the proposed rates are inadequate
but it does feel they are close enough that we will have to anticipate a rate increase
at least by the end of the second year of plan operation and presumably about
every second or third year thereafter.

Due to the nebulous nature of the data in this experimental area, it should be
obvious that the actuarial subcommittee cannot make any guarantee as to the
adequacy of the proposed rates. We can simply say that this’is our best estimate
of the rate situation.

PROPOSED MONTHLY RATES

“Texas 65 basic PIAN_ _ . o o oo mm e $9
Texas 65 major medical plan___ o e 10 -
Sincerely,

HarvEy GALLOWAY, Jr.

MarcH 10, 1964.
PRESIDENT,
Texas 65, Dallas, Tex.

Dear Sir: As you may know, the Subcommittee on Health of the Elderly
has announced that it will hold public hearings on the subject of Blue Cross and
other private health insurance coverage for older , Americans.

In connection with the preparations for those hearings, it would be very much
appreciated if you would foward your responses to the attached questions and
requests for material as soon as possible. I have asked Mr. Jay Constantine of
the subcommittee staff, to cooperate fully with you in the event that you desire
further clarification of the information requested.
> - Thank you for your cooperation.

Sincerely yours,
Par McNAMARA,
Chairman, Subcommittee on Health of the Elderly.

“TEXAS 657 _

1. Copies of policies, and all literature describing benefits and premiums,
including scripts and ‘‘tear-sheets” used in promotion.

2. Total number of different persons enrolled during initial “‘open enroliment’”’
period. Total number of different persons insured as of March 1, 1964. (Please
breakdown these data to show subtotals indicating number of different persons in
each of your various coverage options.)

Note.—For this and subsequent questions, provide data distinguishing between
persons age 65 and over and those persons under age 65.

3. How many of those persons accépted for coverage during your initial “open
enroliment” period were still insured as of March 1, 1964?

4. What was the average age of the ‘“Texas 65 policyholder as of the end of
your initial enrollment period? .

5. In establishing premiums for “Texas 65" were anticipated costs rather than
then-current costs used in your calculations? If so, how far ahead were costs
projected and anticipated?

6. Advise whether any premium and/or benefit changes are anticipated or will
be required during the next 2 years. Explain fully.
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APPENDIX C

SUPPLEMENTAL MATERIALS SUPPLIED TO SuBcoMmiTTEE BY HEALTH INSURANCE
ASSOCIATION OF AMERICA:

1. EXPLAN)ATION oF MEtHoDOLOGY. (Provided to Subcommittee in May
1964.

2. EsTiMATE oF EXTENT OF Private HEALTH InsuraNCcE COVERAGE oOF
THE_AGED As oF DECEMBER 31, 1962,

3. TEE ExXTeNT OF INSURANCE COMPANY COVERAGE FOR THE MEDICAL
ExXrENSES OF THE SENIOR CITIZEN AS OF Jury 1961.

1. METHODOLOGY EMPLOYED BY THE HEALTH INSURANCE ASSOCIATION OF AMERICA
IN DEVELOPING ITs EsTIMATE WITH RESPECT TO THE EXTENT OF PRIVATE
Heavta INsuRaNCE COVERAGE OF THE AGED

By means of a questionnajre survey with regard to aged persons covered at
the end of 1962, member companies of the association were asked to report on
the extent to which they insured persons at ages 65 and over for hospital ex-
penses, surgical expenses, regular medical expenses and major medical expenses.
Of the 312 member companies in the association at the time of the survey, 123
were able to provide statistics with respeet to the extent of health insurance
coverage of persons at ages 65 and over.

The 123 companies which reported data indicated that they insured 4.8 million
persons at ages 65 and over for either basic hospital expense coverage or com-
prehensive major medical expense coverage. It is to be noted that these com-
panies reported additional persons with surgical expense coverage, regular medical
expense coverage, and supplementary major medical coverage. Such additional
persons were not counted by the association in its total of 4.8 million, since it
was assumed that these people had already been included as having basic hospital
expense coverage with either some other insurance company or other type of
insurer. It was also assumed that persons with supplementary major medical
expense coverage were already included among the 4.8 million with basic hospita
expense coverage. '

The 123 companies which reported a total of 4.8 million persons at ages 65
and over with some form of insurance company coverage wrote about 70 percent
of the U.S. health insurance premiums in 1962 (including both disability income
premiums as well as_hospital-surgical-medical expense premiums). The method-
ology employed in the regular annual survey of the association with respect to
persons insured at all ages entails projecting numbers covered by reporting
companies to a grand total for all insurance companies, based on the relationship
of premiums written by reporting companies to the total U.S. written premiums
for hcalth insurance by ail companies. Had this methodology been employed
for the association survey of aged policyholders, the result would have been”an
cstimated 6.9 million aged persons insured by insurance companies (i.e., 4.8/7).

To avoid the possibility of any overstatement with respect to its estimate as
to the extent to which insurance companies covered persons at ages 65 and over,
and to eliminate duplication of coverage within the insurance business, the
association did not use the foregoing methodology for projecting reported enroll-
ment statistics to a grand total. If the nonreporting companies writing 30
percent of the premium had the same proportion of persons at ages 65 and over
as had the reporting companies, they would have covered 2.1 million people.
Rather than use this 2.1 million or a figure even higher, it was assumed that it
would be conservative to use 1.3 million for nonreporting companies. As it
turned out, this figure was too conservative, for one of the nonreporting companies
later reported that it alone insured 1.1 million aged persons. .

The 1.3 million, when added to the total insured by reporting companies of
4.8 million, yields a net total for insurance companies of 6.1 million persons with
some form of health insurance coverage at ages 65 and over.

The foregoing statistics, prepared in April 1963, are contained in the survey
report entitled “The Extent of Insurance Company Coverage for the Medical
Expenses of the Senior Citizen as of December 31, 1962.” Subsequent to the
preparation of this survey memorandum, specifically in early April 1964, the
association was informed by the Continental Casualty Insurance Co. that it had
found an error in the statistics which it had submitted to the association in past
surveys concerning the insured aged population. This company informed the
association that in the process of preparing data for a more current survey of the
aged as of the end of 1963, it had found some duplication among the statistics
previously furnished to the association. The revised figures furnished to the
association by this company results in a reduction of 370,000 persons from the
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reported insurance company total of 4.8 million cited in the foregoing paragraphs
of this memorandum. At about the same time, in April 1964, the association
received data from the Bankers Life & Casualty Co. concerning the extent to which
that company insured persons at ages 65 and over. That company, not being a
member of the association, had not been requested to furnish data for the various
association surveys. The company reported that it insured approximately 1.1
million persons at ages 65 and over. Upon inquiry to this company by the
association, it was determined that 763,000 of the 1.1 million persons which they
reported as insured, had coverage which met the definition of the association count
of persons with some form of health insurance coverage with insurance companies.
he net effect, of the reduction in persons insured by the Continental Casualty
Co. together with the now available information of persons insured by the Bankers
Life & Casualty Co. was to increase the reported enrollment by insurance com-
panies from 4.8 to 5.2 million persons insured as of December 31, 1962. In other
words, rather than reported statistics from 123 companies which wrote about 70
percent of the premiums in the United States, the association now had “‘reported
data’” from 124 companies which wrote 73 percent of the U.S. premiums in 1962.

Again, rather than assume that the reported statistic of 5.2 million should be
projected to a total on the basis of all of the remaining 27 percent of the U.S.
premium, the association chose to be conservative. If the nonrepotting companies
writing 27 percent of the premium had the same proportion of persons at age 65
and over as had the reporting companies they would have covered 1.9 million
persons. Rather than use the 1.9 million figure, it was assumed that it would be
conservative to use ahout half, or 0.9 million. This figure, when added to the 5.2
million cited above, yields 6.1 million found to be appropriate at the time of the
association’s survey in April 1963.

Documentation of the sources of enrollment statistics of the aged, for other
insurers, are contained in the association’s document “An Estimate of the Extent
of Private Health Insurance Coverage of the Aged as of December 31, 1962”
dated July 1963. As indicated in reference 3 of that memorandum, the Blue
Cross enrollment data concerning the extent to which that organization insures
persons at ages 65 and over were reported by a Blue Cross executive at an annual
meeting of the American Optometric Association in Chicago, 111, on July 2, 1963.
Subsequently, this statistic on Blue Cross enrollment; namely, 5.3 million persons
insured as of the end of 1962, appeared in ‘“Blue Cross-Blue Shield Nongroup
Coverage for Older People,” Research Report No. 4, Social Security Administra-
tion, U.S. Department of Health, Education, and Welfare. Reference 4 and 5 of
the July 1963 association memorandum contains documentation for the sources
of the estimate as to the extent to which other insurers provide coverage to the
aged. As indicated, it was estimated that such organizations insured 400,000
persons at ages 65 and over as of the end of 1962.

Unlike its regular annual survey with respect to the total population, the
sutvey concerning coverage of the aged population did not measure the extent
of duplicate coverage as between insurance companies and/or insurance companies
and other insurers. The usual methodology employed in eliminating such dupli-
cate coverage is outlined oo pages 12 through 16 of the memorandum entitled
“The Extent of Voluntary Health Insurance Coverage in the United States as of
December 31, 1962 (sources of data and methods of compilation). As indicated
on these pages, various factors are utilized to eliminate duplication of coverage
within the insurance business and between the insurance business data and those
having coverage provided by other insurers. The net effect of the application of
all these factors is to reduce the grand total by approximately 13 percent.

To eliminate the duplicate coverage in the association’s estimated count of
persons covered at the upper ages, the association assumed that the same extent
of duplicate coverage existed among the aged as for the total population. It
subtracted an additional one and a half million persons (13 percent) from its
estimated enrollment total for insurance companies (6.1 million), for Blue Cross
(5.8 million), and for other insurers (0.4 million). The net total thus obtained
was 10.3 million persons at ages 65 and over or approximately 60 percent of the
noninstitutional aged population.

In connection with the association’s use of 13 percent as a factor for eliminating
duplication of coverage, it is interesting to note that Dr. Forest Linder, Director
of the U.S. National Center for Health Statistics, reported during the course of
his appearance before the Senate Subcommittee on Health of the Elderly on April
27, 1964, that the U.S. National Health Survey found duplication of coverage
among the aged at this same level. It is also of interest to note that, upon
questioning, Dr. Linder stated that it was his opinion that the proportion of 60



106 BLUE CROSS AND PRIVATE HEALTH INSURANCE COVERAGE

percent estimated by the association was not inconsistent with the 54 percent
insured among the aged as estimated by the U.S. National Health Survey,-and
that such a difference could result entirely from differences in survey techniques.

The survey which the association conducted with respect to the aged population
insured by insurance companies as of December 31, 1962, did not request informa-
tion with respeet to the size of the room and board benefit held in policies covering
aged persons. Such information had been obtained in a July 1961 survey and it
was felt to be too expensive to re-request at this time. This being the case, there
was no way of determining the extent to which aged persons held policies of $30
a day, $20 a day, $10 a day, $5 a day, ete. Should the association have wanted
to do so, therefore, it could not have eliminated aged persons with policies paving
$5 o day or less from its estimated count, since it did not have such information °
available.

With respect to the total population, however, the association obtains, in its
survey of individual policy enrollment, a measurement as to the extent to which
persons at all ages have policies which provide room and board benefits for $5 a
day or less. During 1962, among persons at all ages, of the 345 companies which
reported in the survey, only 23 indicated some coverage in force with room and
board benefits of $5 a day or less. Of these 23, 17 indicated that policies of $5
a day or less represented less than 1 percent of their total individual business in
force. Of the other six companies, only one reported to the association in its
survey of coverage on the aged. This company reported that it insured slightly
over 14,000 persons at ages 65 and over at the end of 1962. As indicated hereto.
fore, it is not known as to the extent to which any or all of the aged persons insured
by this one company have policies which pay $5 a day room and board benefits
or less. It will be noted, however, that even in the unlikely event that all 14,000
had policy benefits at such a level, the exclusion of this amount would have Little
effect upon the association’s estimate of 6.1 million persons insured with insur-
ance companies at the end of 1962.

2. AN EsTiMATE oF THE EXTENT oF PRIVATE HEALTH INSURANCE COVERAGE OF
THE AGED as oF DECEMBER 31, 1962

Health Insurance Association of America, Chicago, New York, and Washington

EXTENT OF PRIVATE HEALTH INSURANCE COVERAGE OF THE AGED, DECEMBER 31,
1962

As of the end of 1962, the Health Insurance Association of America estimates
that 60 percent of the noninstitutionalized aged population had some form of
private health insurance coverage.

This estimate is based upon an analysis of the following: (1) recent surveys
of the extent of aged policyholders, conducted by private insurers; (2) the trend
in the proportion of the aged population covered by private health insurance as
evidenced in household interview surveys; and (3) other relevant statistics
developed within the private health insurance business.

Recent surveys of aged policyholders

A survey of the Health Insurance Association of America 1 indicated that
slightly over 6 million persons 65 years of age and older held some form of health
insurance coverage with insurance companies as of December 31, 1962. This
total represented about 1% million more persons than the 4% million covered by
insurance companies as of July 1961. It was 2% times the 2.3 million aged persons
with insurance company coverage at the end of 1958.

A study conducted by the Blue Cross Association ? indicated that 5.1 million
aged persons were enrolled in Blue Cross plans as of November 1961. More
recently, a Blue Cross spokesman has stated that 5.3 million aged persons are
“currently’ enrolled under Blue Cross programs.?

Other studies*5 have shown that the so-called independent plans, that is
plans not affiliated with either the Blue Cross, or underwritten by an insurance
company, covered about one-half million aged persons in 1961,

1“The Extent of Insurance Company Coverage for the Medical Expenses of the Senior Citizen as of
December 31, 1962,” I1ealth Insurance Association of America, April 1963. ’

* “Financing Health Care of the Aged,” pt. I, p. 127, Blue Cross Association and American Hospital As-
sociation, January 1962.

3 I, Pierce, vice president, Blue Cross Association, presented at annual meeting of American Optometric
Association, Chicago, Ill., July 2, 1963.

‘ Testimonly with respect to H.R. 4222 by H. Lewis Rietz before House Ways and Means Committee,
July 1961 (vol. 2, pp. 852 and 853). N

¢ ““Health Statistics from the U.S. National Health Survey, Interim Report on Health Insurance, Serles
B-26,” Department of Health, Education, and Welfare, 1960,
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If the extent of duplicate coverage among the aged is assumed to be similar to
that which exists for the total civilian population,® then an estimated 10.3 million

ersons 65 years of age and older were covered by some form of private health
insurance ab the end of 1962. This represents 60 percent of the total noninstitu-
tionalized aged population.

Trend in the proportion of the aged covered

Presented in the following table is an indication of the recent trend in the
proportion of the aged covered by private health insurance.

Percent of the noninstitutionalized population at ages 66 and over with private health

: insurance
Percent
Date of survey: ingured
March 1952 1 _ e mmmmmcmm e m— 26. 3
July 1958 2 e amemeeoo—sememo e 31.0
September 1956 3__ . oo eeoieooammmoomeoooees 36. 5
Spring 1957 4 e omeooeo oo 38.6
Spring 1958 3 oo iemm oo mom oo 43.0
Fall 1059 ¢ _ o o eceeeccmmmmmm—em—mmmmm—m——— = 46.1
July 1961 7 _ e eem—mmeomem e e 53.0
December 1961 7 o mmememecmmmm—mm—m—mmmom 55.0

11. S. Falk and A. W. Brewster, ‘‘Hospitalization and Insurance Among Aged Persons,” Bureau Rept.
No. 18, Social Security Administration, April 1953.

20. W. Anderson and J. J. Feldman, “Family Medical Costs and Voluntary Health Insurance,’”
MecGraw-Hill Book Co., 1956, p. 107.

s Research and Statistics Note No. 13, Social Security Administration, May 21, 1958,

¢ Progress in Health Services, vol. 8 (January 1959), Health Information Fovndation.

& Progress in Health Services, vol. 8 (May 1959), Health Information Foundation.

: %itgrim Report on Health Insurance, series B-26, HEW, 1960.

1t will be observed that during a 9-year period from 1952 to 1961 the proportion
of the aged with health insurance has more than doubled. It is of further interest
to notg the relatively greater increases during the more recent period covered by
the table.

The table also illustrates the relatively more rapid rate of growth of health
insurance among the aged population as compared with the total civilian popula-
tion. At the beginning of the period depicted, 1952, 59 percent of the total
civilian population was insured and this increased by 17 percent to an estimated
76 percent by the end of 1962. ~For the total noninstitutionalized aged population,
the proportion insured more than doubled -during this period, increasing from 26
percent to about 60 percent. Tt should be nofed further that the 26 percent
insured in 1952 represented 3.4 million of the then 13 million aged persons. The 60
_.percent insured today consists of 10.3 million people or more than three times the

number of aged insured in 1952.

" Recent relevant statistics within the business

During the last 5 years, there have been a number of significant developments
within the private health insurance business which portend a further rapid exten-
sion of insurance coverage among senior citizens. Evaluations of these develop-
ments have to be considered, separately, for (1) those persons presently at ages
?5 years or older and (2) for those persons who will reach this age group in the

uture.

For persons currently 65 years of age and older, the following statistics are
relevant:

(1) Through a development of the last 4 years, a mass enrollment approach
whereby all persons 65 years of age and older in a given State can be insured
regardless of present or past condition of health, well over 1 million aged persons
have become insured.

(2) In 1961 and 1962 residents of Connecticut, Massachusetts, and New York
- became eligible for enrollment in State 65 plans written by insurance companies
through voluntary associations. These plans provide both basic and major
medical insurance to residents of a State, and are open for enrollment regardless
of past or present health status. To date, in excess of 200,000 aged people have
been enrolled. There are indications that similar approaches will soon be intro-
duced in other States.

e —
¢ “’I‘}:e Extent of Voluntary Health Insurance Coverage in the United States,” Health Insurance Council,
annual.

35-643—64——8
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(3) Groups of retired pcople, such as the American Association of Retired
Persons, can acquire health insurance protection, and thus have the advantages
of the group insurance approach.

(4) In 1961, retired civil service employees of the Federal Government were
offered health insurance protection. This could eventually add 400,000 aged
persons to the rolls of health insurance. In addition, State governments, such
as New York, have made similar health insurance protection available to their
retired civil service employees in the past few years.

(5) In 1961, 4.1 million aged persons and their dependents received money
income from employment.? TFor those of these 4 million aged who are employed
in industries where there is group insurance, these persons currently have health
insurance protection with all or a larger portion of the premium paid for by the
employer.  Although it cannot be definitely established as to the exact number
of these who are so protected, it is known that in excess of three-quarters of the
total working population and their dependents are insured through the group
insurance mechanism.8

(6) In addition to the mass enroliment approaches discussed under (1) and (2)
above, the current aged population has access to the new issuance of individual
policies. There are currently at least 170 insurance companies that will issue
new health insurance policies to persons 65 years of age and older. Of these, at
east 38 companies offer policies to the aged ‘which are guaranteed renewable.

With respect to those persons presently under 65 years of age, who will over the
next several years become senior citizens, there have been an equally significant
number of developments relative to health insurance coverage as follows:

1. There is a growing practice within the private health insurance business for
group plans to provide for a continuance of the health insurance protection offered
to active employees after they retire. In most of such plans that are presently
being written, the employer pays for or prefunds the premium cost for con-
tinuing the coverage on his pensioners or retirees. The following statistics are
relevant to this trend:

(@) A survey conducted by the New York State Insurance Department ?
indicated that among all insurance companies licensed to do business in New York
State all group plans providing for continuation of coverage after retirement had
the provision included in the policy during or subsequent to 1954.

(b) A study conducted by the Health Insurance Association 10 indicated that
in 1952, only 24 percent of group plans surveyed had provision for continuation
of the coverage after retircment whereas by 1956, 48 percent of these plans had
had this provision added to the policy.

(¢) A survey conducted by the U.:3. Bureau of Labor Statistics in 1958 11
indicated that 68 percent of the group insurance plans surveyed provided benefits
for retired workers as compared with 54 percent in late 1954. This study indi-
cated further that in all but 3 of the 92 group plans surveyed the employer pays
all or a very large portion of the premium.

(d) Insurance company witnesses 12 before the Senate Subcommittee on the
Aged and Aging indicated that under group insurance plans insured through their
companies, anywhere from 45 to 60 percent will have the coverage continued
after retirement and that for about 70 percent of those so protected the coverage
will be provided without any contribution on their part.

(e) A study ** conducted among a sample of group insurance policies issued in
1960 indicated that 68 percent of the employees covered under such policies
will have the right to retain their benefits upon retirement.

2. Another recent development which will afford protection to the future retirees
concerns the availability of the. right to convert group coverage to an individual
policy at time of retirement. Most insurers which write group insurance today
muke this benefit available and its growth has been rapid

3. Atleast 81 insurance companies offer individual policies which are guaranteed
renewable for life.  This means that an individual can purchase health insurance
at a relatively young age, when the premiums are relatively smaller, and continue
to pay this relatively small premium into advanced ages. At least six insurance

f{}o_slcurch and Statisties Note No. 7, 1961, Social Sccurity Administration.
* Ihid,

¥ “Volrntary ITlcalth Insurance andTthe Senior Citizen,” New York State Insurance Department, 1958
. g Trcnd]i;x Medical Care Benefits Provided to Active Employces and at Retirement Through Group

nsurance Plans.

't Mor:thly Labor Review, vol. 81, No. 11, pn. 1243-1249, November 1958,

2 'Pestimony of Morton . Miller of the Equitable Lifc Assurance Socler% and Richard R. 8hinn of
the Metropolitan Life Insurance Co. before the Senate Subcommittee on the Problems of the Aged and
Aging, Apr. 13. 1960.

3 Health Insurance Institute, May 1961.
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-companies issue such guaranteed renewable coverage which becomes paid up at
age 65, thus enabling the policyholder to prepay his protection. : :

4. Apart from the specific development of new techniques for insuring the
future aged, it might also be observed that those persons reaching senior citizen
status in future years emerge from a cohort of the population which has been
subjected, during the last 10 years, to a considerable growth of health insurance
coverage. Specifically, at the beginning of 1947, only 30 percent of the total
population had some form of health insurance protection whereas currently this
proportion ‘has reached 76 percent. This is further illustrated in the following
two analyses:

(1) A 1952 survey by the Social Security Administration 1 indicated that 26
percent of persons 65 years of age and older were insured. For those 65 to 69 the
percentage was 36 percent; for those 70 to 74 it was 25 percent; and it was 15 percent
for those 75 years of age and older. In 1947, when the above cited 65 to 69 cohort
was 60 to 64, only 30 percent of the entire population was insured. It is unlikely
that the people. in the age group 60 to 64 were covered to the same extent. Yet
5 years later, these same people were 36 percent covered. Similarly, the people
who were 70 to 74 years of age in 1952, were 60 to 64 in 1942. At the beginning
of 1942 only 12 percent of the population had acquired voluntary health insurance.
Thus, the percentage of this age group insured in 1952, about 25 percent, represents
.a substantial increase over the average extent of coverage at the time when these
same people were in the 60 to 64 age bracket. Finally, those who were aged 75
and over in 1952 were 60 and over in 1937, at which time health insurance coverage
in this country was almost negligible, covering fewer than 5 percent of the total
population. he 15 percent of this age group covered in 1952 must, therefore,
represent protection almost entirely acquired after age 65. R

(2) In the fall of 1959, the Department of Health, Education, and Welfare
estimated that 46.1 percent of the aged had health insurance.® Of those 65 to 74
years of age, the percent insured was 53.2 percent, and it was 32.5 percent for
those 75 years of age and older. In 1949, when the above cited 65 to 74 cohort
was 55 to 64, only 45 percent of the total population had health insurance. Even
if people in this age group were insured to the same extent, within 10 years their
eoverage had increased to 53 percent. Similarly, when those 75 and over in
1959 were 60 and over in 1944, only 23 percent of the total population were insured.
Thus, more than a third of the coverage among this group in 1959 (32 percent)
must represent insurance acquired after-age 65. :

The examination of the increasing trend in the proportion of the aged protected
by health insurance during 1952 to 1961, together with consideration of the other
‘recent developments noted in the foregoing section of this memorandum, indicates
that the current HIAA estimate to the effect that 60 percent of the noninstitu-
tionalized aged were insured at the end of 1962, is statistically reliable.

According to the Social Security Administration,!® 14 percent of the aged
population are currently receiving old-age assistance benefits and are, therefore,
eligible to obtain governmental help in meeting medical care costs. To this
proportion should be added the aged who are receiving medical care assistance
under the Kerr-Mills law. Since few, if any, of the aged in these categories have
health insurance, the aforecited 60 pergent of the total noninstitutionalized aged
with private insurance coverage when added to the at least 14 percent eligible
for medical care under OAA and MAA, means that about three-fourths of the
aged Eresently bave a means for meeting medical care costs either through private
health insurance or present governmental programs.

ExHIBIT 7
InsTRUCTIONS FOR PART I, INDIVIDUAL AND FamiLy PoLiciEs

1. Information reported is to be based on an actual analysis of individual
policies in force in the United States on December 31, 1962, and which provide
hospital, surgical, regular medical, or major medical expense coverage. Where
an actual analysis is not possible, representative samples or other appropriately
qualified estimates will be acceptable. Where samples are used, however, data
should be expressed in terms of totals based on the samples utilized.

2. Exclude special-risk, limited accident, polio, and other such policies not
providing medical expense benefits for both accidents and illness: Franchise and
14 Social Security Bulletin, November 1952.

© Ibid.
18 Social Security Bulletin, June 1961.
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blanket policies should be included in part I unless reported in part II. Kindly
indicate by footnote the part in which you have included your franchise and
blanket coverages. Coverage under mass enrollment plans and conversions from
group policies should also be shown in part I.

3. The following instructions apply with respect to benefit classifications:

(@) Hospital expense.—Include all coverage which provides or pays hospital
benefits for confinement due to both sickness and accident.

(b) Surgical expense.—Include all coverage for surgical charges incurred due to
both sickness and accident.

(©) Regular medical expense.—Include coverage (except major medical expense)
for any type of nonsurgical medical expense where the benefit is payable in event
of both accident and illness without limitation as to the type of sickness or
accident (i.e., exclude accident only, polio, ete.). This category is intended to
include medical expense coverages that cover physicians’ hospital calls only as
well as those that cover hospital, home and office visits. Distribute this total in
line 3, however, as between categories shown in lines (a) and (b).

(d) Major medical expense, supplementary.—Include only the major medical
expense or catastrophic coverage policies which may be superimposed on basic
hospital, surgical, and/or medical coverages (whether the latter are written by
your company or not) and which provide payments to cover essentially all types
of expense, whether hospital, surgical or medical, and which are characterized by
a high overall maximum on the amount payable and a deductible amount which
is not covered. Policies with high maximum amounts and deductible provisions
which cover only hospital expense should not be included under major medical
expense, but rather under hospital expense. Do not include policies which cover
only accidents or specified diseases (polio, etc.). -

(e) Major medical expense, comprehensive (no basic plans).—Include those major
medical expense policies which meet the definition under \d) but are written on
cases where no basic hospital, surgical, or medical coverages exist. In most
ins};ances, policies in this category are written with deductible amounts of $250
or less.

4. Include only policies written on a direct basis. Reinsurance assumed from
other companies should be excluded, while reinsurance ceded to other companies
should not be deducted. Do not include participation in State 65 association
plans. Such data will be obtained direct from the association.

5. In the event that individuals are covered for hospital-surgical-medical
expenses by rider to a loss of income policy, such persons should be included for
purposes of this questionnaire. :

6. Please note that persons with a policy providing hospital, surgical, and
regular medical expense benefits should be entered in each of the appropriate
lines of part 1.

Parr 1

Number of people 66 years of age and older covered under individual and family
health insurance policies, as of Dec. 31, 1962
Type of coverage Total
- Hospital expenses, total _______________________________________
- Surgical expenses, total _____________________________"TTTTTTTT T
. Regular medical expenses, total . ____________________""""TTTTTT T
(@) Inhospital only___.__._____________________"TTTTTTTT T
(b) Home, office, and hospital . ____________________ """ 7Tt
4. Major medical expenses, supplementary_.__.____________________ ____.___
5. Major medical expenses, comprehensive.____._______________ """ 77T ToC

OB =

INsTrUCTIONS FOR Pamrt II. GROUP POLICIES

1. Information reported is to be based on actual analysis of group policies in
force in the United States on December 31, 1962, and which provide hospital,
surgical, medical, or major medical expense coverage. An actua? analysis should
be made and reported for all policies covering 500 or more employees. For
smaller groups, analyze and report on all policies or use sample by taking from
either a numerical or alphabetical file (a) at least every 10th policy covering
between 50 and 499 employees, and (b) at least every 20th policy (with a mini-
mum sample of 100 policies) covering less than 50 employees. When a sample
is used, the results entered in the tables should be the totals for your entire
business as estimated from the sample. Other appropriate estimating procedures,
where necessary, will be acceptable.
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Exclude special-risk blanket coverages (e.g., polio, limited accident, volunteer
firemen, schoolchildren). Other franchise and blanket coverages should be
excluded if reported in part L.

2. Include only coverages written on a direct basis—reinsurance accepted
from other organizations should be excluded, while reinsurance ceded to other
organizations should be included. For coverages jointly underwritten by your
organization and one or more other organizations on a coinsurance basis, the
figures included should be a fractional part of the individuals so underwritten,
the fraction used being the proportion of the total coverage under such cases
which is underwritten by your organization. Do not include participation in
State 65 Association plans. Such data will be obtained direct from the asso-
ciation.

3. The following instructions apply with respect to benefit classifications:

{(a) Hospital expense.—Include all coverage which provides or pays hospital
benefits for confinement due to both sickness and accident. Do not include,
however, the extra hospitalization coverage provided in addition to weekly
indemnity in policies issued under the California TUCD law, if the benefit is only
the minimum required by law ($12 for 20 days).

(b) Surgical expense.—Include all coverage for surgical charges incurred due to
both sickness and accident. .

(¢) Regular medical ezpense.—Include coverage (excert major medical expense)
for any type of nonsurgical medical expense where the benefit is payable in event
of both accident and illness without limitation as to the type of sickness or accident
(i.e., exclude accident only, polio,-ete.). This category is intended to include
medical expense coverages that cover physicians’ hospital calls only as well as
those that cover hospital, home, and office visits.

(d) Major medical expense (supplementary to basic plans) ~—Include only the
major medical expense or catastrophic coverage policies which are superimposed
on basic hospital, surgical and/or medical coverages (whether the latter are written
by your company or not) and which provide payments to cover essentially all types
of expense, whether hospital, surgical, or medical, and which are characterized by
a high overall maximum on the amount payable and a deductible amount which
is not covered. Policies with high maximum amounts and deductible provisions
which cover only hospital expense should not be included under major medical
expense, but rather under hospital expense. Do not include policies which cover
only accidents or specified diseases (polio, ete.).

(¢) Magjor medical expense, comprehensive (no basic plans) .—Include those major
medical expense policies which meet the definition under (d) but are written on
cases where no basic hospital, surgical, or medical coverages exist. In most
instances, policies in this category are written with deductible amounts of $250
or less.

4. The following instructions apply with respect to the basis for reporting
individuals: Include under each benefit classification the total number of indi-
viduals for whom such coverage is provided. Individuals with several kinds of
coverage should be counted under each of the appropriate classifications. )

5. It is recognized that some of the data for tables 1 and 2 may, in some in-
stances, have to be obtained from your policyholders. The importance of this
survey is such as to warrant such a procedure wherever possible. If such proves
not to be practicable, qualified estimates will be aceceptable.

Parr I

TapLE 1.—Number of actively employed individuals and dependents 65 years of age
and older insured under group health insurance policies, as of Dec. 31, 1962

Type of coverage Total

. Hospital expenses, total - oo oo meoocooooomenoomoneomes oo
. Surgical expenses, total oo coioeieoaooommmoes mom oo
. Regular medical expenses, total. .- --ceooommoooooooones ommooooo
(@) In-hospital only_ - - oo ecimoie oo ammem s

: (b) Home, office, and hospital - - - o ooeomvmmaommmomnon emmnoe s

4. Major medical expenses, supplementary . .- o-cooao-sommioon —oemoo--
5. Major medical expenses, comprehensive . ..o oo -oocmemeemeen ooooome-

OB =



112 BLUE CROSS AND PRIVATE HEALTH INSURANCE COVERAGE

TABLE 2—Number of retirees and retirees’ dependents 65 years of age and older
insured under group health insurance policies, as of Dec. 31, 1962

Type of coverage , Total
1. Hospital expenses, total ____.______________________________._
2. Surgical expenses, total.____________ 77T TTTTTTmmmmmmommmmmmoe
3. Regular medical expenses, total_.________________ T TTTTTTTTT memmos
(a) In-hospital only___________________TT7TT77TTTTmmTTTmTT mmmmmes
(b) Home, office, and hospital .. __________________________ ____.°°"
4. Major medical expenses, supplementary_________________________ ____""""
5. Major medical expenses, comprehensive_________________________ _______" :

3. THE EXTENT oF INSURANCE ComPANY COVERAGE FOR THE MEprcar Ex-
PENSES OF THE SENIOR CITIZEN .As oF JuLy 1961

A Survey of Member Companies of the Health Insurance Association of America

' TABLE OF CONTENTS
I. Highlights of survey. . :
II. Background and purpose.
IIL. Scope and methodology.
IV. Analysis of results, July 1961;
"~ A. Extent of coverage.
B. Quality of coverage.
C. Continuance of coverage.
V. Certain developments since July 1961.
VI. Appendiees:
. A. Btatistical tables.
B. Questionnaire,

I. HIGHLIGHTS OF SURVEY

(1) As of July 1961, there were at least 220 member companies of the Health
Insurance Association of America which offered health insurance coverage against
the costs of medical care to the senior citizen (persons age 65 and older). This
survey was conducted to determine the extent and quality of these coverages
written by these companies. Of the 220 companies, 90 responded to the survey.
The remainder were unable to provide data of the type requested.

(2) The 90 companies reported a total in-force of 3.6 million persons 65 years
of age or older with some form of medical expensc insurance in mid-1961. Since
the health insurance premium volume of these companies is about two-thirds of
the total health insurance premium volume in the United States, it is estimated
that, among all insurance companies in the United States, there were about 4%
million senior citizens covered as 6f mid-1961. ) o

(3} A previous survey by the association indicated about 2.3 million aged
with insurance company coverage at the end of 1958. Thus, in the last two
and a half years, the number of aged persons covered by insurance companies
is estimated to have more than doubled.

(4) Of the aged covered, 47 percent were insured under group policies and 53
percent under individual and family policies.

(5) Of the senior citizens with hospital expense coverage, 88 percent also had
surgical expense insurance and 30 percent had coverage for regular medical
expenscs.  Almost three-fourths of a million, 730,000 aged persons, were covered by
major medical expenses insurance policics as of .fuly 1961. Major medical policies
provide coverage for all usual, customary, and necessary medical expenses in and
out of the hospital including surgery, physicians services, prescribed drugs, nurs-
ing care, and appliances, subject to stated deductible, coinsurance, and maximum
amounts.

(8) Of the aged with hospital expense insurance almost one-third had policies
with daily hospital room and board benefits of $15 a day or more. About a fifth
(18 percent) had benefits of from $11 to $14 per day and the remainder (53 percent)
were covered for $10 a day or less.

(7) The nationwide average daily room and board charge in hospitals in 1960
was $17.  Based on this average, almost one-third of the insureds would have the
room and board portion of their hospital bill met in full or practically in full;
18 percent would have between 65 percent to 82 percent of the bill covered; and
53 percent would be covered for about half the room and board charge.

(8) Twenty-seven percent of the aged with hospital expense coverage had
ancillary hospital expense benefits of $500 or more and an additional 21 percent
had benefits of between $200 and $499. The remaining 52 percent were covered
for ancillary hospital expenses up to $200. This coverage provides benefits for
such hospital expenses as the operating room, anesthesia, and drugs.
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(9) According to data developed by the Society of Actuaries, a $200 ancillary
hospital expense benefit will. provide full reimbursement of all hospital ancillary
expenses in at least 80 percent of all confinements.

(10) More than two-fifths of the insured aged had hospital expense benefits of
over 70 days per year. About a quarter had coverage for from 32 to 70 days
per year. The remaining third had policies providing for 31 days, and in a few
instances, for less than 31 days per year.

(11) According to U.S. National Health Survey data, two-fifths of the aged
are discharged from hospital after a week or less; 70 percent after 2 weeks or less;
and 91 percent after 30 days or less. Less than 10 percent of the aged spend 31
days or more ip hospital.. Based on these averages, all but a small proportion of
the insureds would have sufficient benefit days to provide coverage for their entire
hospital stay. .

(12) More than half of the aged with surgical expense insurance (53 percent)
have maximum surgical benefits of over $200. The remainder have such benefits
for $200 or less (most usually $200).

(13) About a third of the aged with regular medical expense insurance have
coverage for physicians visits in home, office, and hospita]. The remaining two-
thirds have coverage for nonsurgical physicians visits while hospitalized.

(14) As of mid-1961, several insurance companies were making available cover-
ages which specifically include the cost of skilled nursing home care. Although
the survey did not obtain data with respect to the total number of aged covered
for such care, it is known that the predominant coverage is $7.50 a day for 31
days and $5 a day for the next 90 days in nursing homes.

{(15) Four-fifths of the 730,000 -aged persons with major medical insurance
are covered by group policies. The remainder have individual and family
coverage. Of those insured under group policies, 70 percent have the supple-
mentary and 30 percent the comprehensive type of major medical coverage.
These policies are written with maximum amounts up to $15,000, subject to
deductibles and coinsurance. .

(16) More than four-fifths of the aged covered under individual and family
policies for hospital and surgical expenses have policies which are either guar-
anteed renewable or under which the company has voluntarily relinquished its
right to nonrenew the policy because of any change in the physical condition of
the insured.

(17) Upon retirement, ‘more than one out of every two aged currently em-
ployed and insured under a group insurance policy have the right either to convert
to an individual policy or to continue their coverage as a member of the group.

(18) Since July 1961, there have been such developments as the Connecticut
65 plan, the Federal Government retiree plan, and others, which portend a
further extension of the coverages held and available to the aged.

II. BACKGROUND AND PURPOSE

In December 1957, the board of directors of the Health Insurance Association
of America appointed a special committee on continuance of coverage.

In October 1958, that committee recommended a special meeting of the associa-
tion to be held in New York City in December 1958. = At that meeting, the follow-
ing recommendations of the committee were adopted by the member companies
of the Health Insurance Association of America: :

1. Insurers offering individual and family coverage of the cost of health care
under contracts which are renewable at the option of the insurcr should continuc
to accelerate their progress in minimizing the refusal of renewal solely because of
deterioration of health after issuance.

2. Every insurer offering health care coverages should, among the types of
insurance contracts it offers, promptly make available to insurable adults policies
which are guaranteed renewable for life.

3. Every insurer should devclop sales programs designed to encourage the sale
of permanent health care insurance where the nced for this type of coverage cxists.

4. Every insurer offering individual and family hospital, surgical, and medical
care coverages should promptly take steps if it is not prescntly doing so to offer
insurance coverage of persons now over age 65.

5. It is essential that adequatc voluntary health insurance be available to broad
classes of physically impaired people. Initial insurance underwiting standards
essential to fulfilling the first two of these recommendations increase the need for
insurance for the physically impaired. Otherwise, in the future, these people may
be deprived of insurance coverage. It is recommended that each company care-
fully consider how to contribute to the achievement of this objective.
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6. Every insurer writing coverage on a group basis should develop and aggres-
sively promote soundly financed coverages that will continue after retirement.

7. ER/ery insurer offering coverage on a group basis should encourage the inctu-
sion in the group contract of ‘the right to convert to an individual contract on
termination of employment.

1t is the purpose of this survey to determine the extent and quality of coverages
against the costs of medical care presently covering senior citizens and to measure
the accomplishments of member companies as respects such coverages since the
adoption of the aforecited recommendations. Specifically, the survey develops
data on the extent and quality of insurance company coverage for the medical
care expenditures of persons 65 years of age or older with measurement taken as of
July 1, 1961.  Along with this current measurement, there is presented an indica-
tion of the recent trend with respect to such data.

III. SCOPE AND METHODOLOGY OF STUDY

The survey was conducted by mail among the 282 member companies of the
Health Insurance Association of America by means of a questionnaire (see ap-
pendix B). Survey forms were distributed in June with responses requested by
the end of September 1961. Of the 282 members, at least 220 made medical
expense coverage available to persons 65 years of age and older. As of the date
of this analysis (December 1961), 152 member companies had responded.

Among the 152 respondents, 43 were necessarily excluded from participation in
the survey for one of the following reasons: the company did not write medical
expense insurance for persons 65 or over (32 companies); the company wrote re-
insurance only (4 companies); or the company did not write insurance in the
United States (7 companics). There were, therefore, 109 member companies
which reported writing medical expense insurance for the senior citizen on a
direct basis in the United States. Of these 109, however, 19 could not supply
data in sufficient detail to be usable for purposes of the study.

The results of the study are based, therefore, upon statistics provided by 90
member companies of the Health Insurance Association of America. Since cer-
tain of these companies write group insurance only, or individual insurance only,
the total respondents for various sections of the survey (see questionnaire in
appendix B) differ. The adequacy of the response rate for the several sections
may be adjudged from the data presented below.

Responses to survey

Number of | Percent of
compsanies total U.8.

premium
90 66.0
Pt. I, individual ___ 70 42.7
Pt. 11, group:
Table 1. ... . 63 50.7
TabIC 2. e e 55 62.8

It will be noted that respondents to the survey write a}I)‘proximately two-thirds
of the health insurance premiums in the United States. he sample, is therefore,
deemed to be statistically valid and representative of the total U.S. business.

IV. ANALYSIS OF RESULTS, JULY 1961

(A) Eztent and type of coverage

As of July 1, 1961, the 90 respondents to the survey reported 3.6 million persons
65 years of age or older with some form of medical expense insurance coverage.
Since the health insurance premium volume of these companies is approximately
two-thirds of the total health insurance premium volume in the United States,
the complete extent of medical expense coverage by insurance companies, among
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senior citizens in the United States, is estimated to have numbered about 4%
million persons as of mid-1961.t 2

It is of interest to compare the total of 434 million aged persons covered as of
July 1961 with data obtained in a previous survey by the association. Although
the statistics are not entirely comparable, since there were several different com-
panies responding in each survey, the trend depicted is noteworthy. In the prior
survey, data indicated 2.3 million aged covered at the end of 1958.2 In a space
of 21 vears, therefore, the number of aged persons covered by insurance company
respondents to the association’s survey is estimated to have more than doubled.

Among the aged persons insured as of July 1961, 47 percent were covered by
group insurance and 53 percent by individual and family policies (see table 1,

app. A).

Sf those with hospital expense protection, 88 percent also had surgical expense
protection and 30 percent had additional protection for regular medical expenses.
A fifth of the aged with insurance company coverage, 730,000, had major medical
expense policies.

Among the 730,000 persons with major medical expense coverage, 81 percent
are protected under group policies and 19 percent have individual and family
policies. Of those with group major medical expense coverage, 70 percent have
such coverage superimposed upon a basic hospital-surgical policy and 30 percent
have comprehensive plans which usually have deductibles of $25 or $50. The
pertinent numbers are presented below.

Number of aged persons with major medical insurance, July 1961

__________________________________________________________ 730, 140
Tndividual. - - o e e e mmmmmmem e 135, 328
GTOUD oo e o o eme e e m e mmmmmmmm = —ommeeooee 594, 812

Supplementary .o eeee oo meo oo 409, 529
Comprehensive .- - oo 185, 283

The above noted aged persons with major medical expense policies have cover-
age in amounts up to $15,000 subject to deductibles and coinsurance. Benefits
are paid for all the usual, customary, and necessary medical care expenditures
both in and out of hospital, subject to deductible, coinsurance, and maximum
amounts.. Benefits include the costs of surgery, physicians services, prescribed
drugs, nursing care, and appliances.

It is of interest to compare the proportions of the aged with hospital expense
protection who also have surgical and regular medical with comparable data for
the total population at all ages. Of persons covered by insurance companies for
hospital expenses as of January 1961 (79 million), 75 million or 95 percent had
protection for surgical expenses—a proportion only slightly higher than that
among the aged. Although the proportion who also have regular medical ex-
pense coverage among the total population (52_pércent) is considerably higher
than the 30 percent among the aged, the latter proportion is significantly high in
view of the fairly recent development of health insurance coverage for the aged.
Ten years ago only 23 percent of the total population covered by insurance
companies for hospital expenses also had coverage for regular medical expenses.

Additional data_with respect to the extent and type of coverage of aged per-
sons, as between group and individual insurance, may be found in table 1.

(B) Quality of coverage
(1) Hospital expenses

As indicated in table 2 (app. A), about one-third (29 percent) of the aged
persons with hospital expense insurance had policies which provide daily hospital
room and board benefits of $15 a day or more. About a fifth (18 percent) had
benefits of 311 to $14 per day. The remainder, slightly over half (53 percent),
were covered for $10 a day or less.

1 In testimony before the Committee on Ways and Means, House of Representatives, in July 1961, the
association estimated that 9 million aged were covered—4 to 434 million by insurance companies, 414 million
by the Blue Cross, and one-half to three-fourths million by other plans. ~Inlight of the current study, these
estimates were probably understated.

2 Data with respect to the extent of duplicate coverage among the aged were not obtained in this survey.
The factors used to eliminate such duplicate coverage, therefore, were similar to those for the total popula-
tion. These are shown in the regular annual survey of the Health Insurance Council, ““The Extent of
Voluntary Health Insurance Coverage in the United States.”

3 These data are based on reported statistics projected to a total. This was accomplished in a similar
manner as the data for mid-1961, i.e., reported premium against total U.S. premium.
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Two points are worthy of note with respect to these findings:

(1) ’I!ile average daily room and board charge in non-Federal short-term hos-
pitals in the United States in 1960 was $17.4¢ In terms of this nationwide average,
29 percent of the aged insureds would have their daily room and board charges
covered in full or practically in full; 18 percent would have between 65 to 82
percent of the bill covered; and the remainder would have, on the average, slightly
over half the bill covered. T -

(2) The nationwide average hospital room and board charge varies significantly
by geographical area in thegUnited States. Thus, in States like Mississippi and

kansas, as examples, where the average daily bed charges are $104 and $11+4
respectively, a daily hospital room and board insurance benefit of $10 a day would
about cover the entire cost.

In addition to the daily room and board benefit, the aged insureds had benefits
for ancillary hospital expenses in amounts up to $500 or more. Of the total,
27 percent had benefits for $500 or more; 21 percent had benefits of between $200
antf $499; and 52 percent were covered for amounts up t05$200. (See table 2.)

With respect to the foregoing, it is of interest to note that & $200 ancillary
expense benefit will provide full reimbursement of all hospital extras in at least
80 percent of hospital confinement.

More than two-fifths of the insureds (41 percent) had hospital expense coverage
for more than 70 days per year. An additional 25 percent had benefits providing
coverage for 32 to 70 days per year. The remaining third (34 percent) had
p;)l(iicies which provided benefits for 31 days, and in a few instances, for less than
31 days.

An evaluation of the relative effectiveness of these findin s may be obtained
from a review of U.S. National Health Survey data.® According to this material,
41 percent of persons 65 and over are discharged from hospitals after stays of a
week or less. An additional 31 percent are discharged after 1 to 2 weeks and
about 19 percent spend from 15 to 30 days in hospital. Less than 10 percent of
the aged stay in hospital for more than 31 days. Based on these data, all but
small proportion of the aged insured would have sufficient benefit days to provide
coverage for their entire hospital stay.

(2) Surgical expenses
A distribution of the aged persons with surgical expense insurance, by level
of the covérage, is presented in table 3, appendix A.
Of the total, 10 percent had maximum surgical benefits of $300 or more and 43
percent had benefits of between $201 and $300. The remaining 47 percent had
benefit maximums of $200.

(8) Regular medical expenses

As indicated in table 4 (app. A), two-thirds of the insured aged with coverage
for regular medical expenses had such coverage in hospital only. The remaining
third had coverage for physicians visits in home, office, and hospital.

The foregoing distribution is not too dissimilar from that which exists for the
total insured population. Thus, a recent analysis by the Health Insurance
Institute 7 among a sample group insured cases indicated that of those with
regular medical expense coverage, 77 percent had coverage for in-hospital phy-
sicians visits and 23 percent for visits in home, office, and hospital.

(4) Nursing home expenses

The current survey did not measure the extent of ingurance company coverage
with respect to nursing home care. It is known, however, that as of mid-1961,
several large insurance companies were making available coverages which specific-
ally include the cost of skilled nursing home care. The predominant of such
coverages is for $7.50 per day for the first 31 days in a nursing home and $5 per
day for the next 90 days.

Additional data on the level of coverage among aged persons by type of coverage,
as between group and individual insurance, may be found in tables 2-4.

¢ “Dally Service Charges in Hospital, 1960,” American Hospital Association.

ll“jA{I?elingﬁ%estigation of Group Hospital Expense Insurance,” Transacttons of the Society of Actuaries,
vol. . 3

¢ “Hospitalization, Patients Discharged from Short Stay Hospitals, United States, July 1957-June 1958,
series B-7, Department of Health, Education, and Welfare.

7 “Source Book of Health Insurance Data, 1961,” Health Insurance Institute.
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(C) Continuance of coverage
(1) Individual and family policies

As indicated in table 5 (app. A), over a fourth of the aged covered under indi-
vidual and family policies for hospital and surgical expenses (27 and 28 percent
respectively) had policies which are guaranteed renewable. An additional 54
percent of the aged covered for these two categories of expense had policies subject
to nonrenewal under which the companies have voluntarily relinquished their
right to nonrenew the policy because of any change in the physical condition of
the insured. In less than a fifth of the individual policies for hospital and surgical
expense (19 and 18 percent respectively) had there been no such voluntary action.

Of the aged insured under individual policies for regular medical expenses, 8
percent had guaranteed renewable policies and 92 percent had policies subject to
nonrenewal. For a third of the latter, however, companies have voluntarily
relinquished their right to nonrenew the policy because of any change in the
phﬁsical condition of the insured.

ractically all aged persons covered for individual and family major medical

insurance were covered by policies under which the company might refuse re-
newal. For more than three-quarters of these (77 percent), however, companies
have voluntarily relinquished their right to nonrenew because of any change in
the physical condition of the insured.

(2) Group policies
Table 6 (app. A) provides a distribution of the actively employed aged currently
insured under group policies with an indication of the extent to which such
coverage would continue after retirement.. More than one out of every two had

the ri%ht to continued coverage either as part of the group or by means of indi-
vidual conversion.

V. CERTAIN DEVELOPMENTS SINCE JULY {961‘

There have been several significant developments during the past few months
which should further affect both the extent and quality of coverage among the
aged. Two are particularly worthy of note. .

In July 1961, retired employees of the Federal Government who retired prior -
to July 1, 1960, became eligible for health insurance coverage on a group basis
written by insurance companies. Under the uniform Government program the
benefits may be basic hospital and surgical expense coverage, major medical
expense coverage (including hospital, surgeon, physicians, nursing home, drugs
and nursing care) up to $5,000, or both. During the first month of this program,
about 2337’000 of an estimated 400,000 retirees acquired protection under this
program. .

Federal employees who retired after July 1, 1960, are eligible for more liberal
benefits under the Federal Employee Health Benefits Act of 1959.

In October 1961, residents of Connecticut aged 65 and over (and spouse, if 55
or older) became eligible for enroliment in the Connecticut 65 extended health
insurance program. This plan, which is available without physical examination,
provides lifetime benefits to $10,000 after a $100 deductible. It covers all medical
expenses in and out of hospital. By the end of the first month enrollment period
under this program, about 22,000 senior citizens were enrolled. Of these, 14,000
chose the $10,000 major medical plan only; 5,000 selected the $5,000 major
medical plan only; about 2,000 selected a combination of the $10,000 major
medical with additional basic plan benefits; and about 1,000 selected the $5,000
plan plus basic coverage. Of additional interest is the fact that 30 percent of
the newly covered senior citizens were enrolled by someone other than themselves,
1slsually their son or daughter. Similar programs-are under consideration in other

tates.

In addition to the foregoing, companies continue to experiment with néw forms
of coverage for the aged.” For example, in July 1961, a large insurance company
introduced a new program of health insurance policies designed specifically for
aged persons. Under these policies, major medical benefits are available up to
$10,000 subject to a $50 deductible. These policies can be purchased by a relative
of the senior citizen. : R o T ’

8 U.8. Civil Service Commission.
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APPENDIX A
STATISTICAL TABLES

TaBLE 1.—Ezient of health insurance among persons 65 years of age and older by
90 insurance companies, 1 by type of coverage, July 1961

Type of coverage Total Group Individual

and family
Hospital expense. _ - - 3, 615,140 1,715,169 1,899, 971
Surgical expense. _ 3,185, 937 1,711,249 1,474, 688
Regular medical expense.__ 1,098,878 951, 646 147, 232
Major medical expense. . _.____._________. 730,140 594, 529 135,328

! These companies write 34 of the U.S. health insurance premiums.

TaBLE 2.—Eztent of hospital expense insurance among persons 65 years of age and
older by 80 insurance companies, ! by qualily of coverage, July 1961

Total Group Individual and
family
Number |Percent| Number |Percent| Number |Percent
of total oftotal of total
Daily hospital room and board benefit:

1,049, 478 29 696, 489 41 352, 989 19
657, 440 18 502, 149 29 155, 291 8
1,908, 222 53 516, 531 30 ] 1,391,691 73
1,489, 758 41 576, 340 34 913, 418 48
901, 557 25 568, 500 33 333, 057 18
1,223,825 34 570, 329 33 653, 496 34
985, 950 27 562,176 33 423,774 23
749,077 31 520, 108 30 228,969 12
1,880,113 52 632, 885 37| 1,247,228 65

! These companies write 3¢ of the U.S. health insurance premiums.

TaBLE 3.—Ezlent of surgical expense tnsurance among persons 65 years of age and
older by 90 insurance companies, ! by quality of coverage, July 1961

Total Group Individual and
family
Number (Percent| Number |Percent| Number |Percent
of total of total of total
Maximum surgical benefit:

More than $300 319,116 10 268, 671 16 50, 445 4
$201 to $300 -] 1,366,071 43 744, 366 43 621, 705 42
$200 Or 1e8S.— - oo 1, 500, 750 47 698, 212 41 A 54

1 These companies write 34 of the U.8, health insurance premiums,

TaBLE 4.—Ezient of regular medical expense insurance among persons 65 years of
age and older by 90 insurance companies,® by quality of coverage, July 1961

Total Group Individual and
family
Number |Percent| Number |Percent| Number |Percent
of total of total of total
Physiclans visits:
Hospital, home, and office__.___._____ 366, 047 33 347,249 36 18, 798 13
In-hospital only......_________________ 732,831 67 640, 397 64 128, 434 87

1 These companies write 34 of the U.8. health insurance premiums,
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TABLE 5.— Extent of health insurance under individual policies among persons 66
years of age and older by 70 insurance companies,! by type of coverage and
renewability provision, July 1961

Subiject to cancellation and nonrenswal
QGuaranteed
renewable With voluntary ‘With no voluntary
Type of coverage restriction on restriction on
right to cancel right to cancel
Number | Percent | Number | Percent | Number | Percent
of total of total of total
Hospital expense. ... -.c—ooco—oo—- 512,729 27| 1,021,461 54 365, 781 19
Surgical expense. . ... 408, 986 28 789,773 54 275,929 18
Regular medical expense.. 11,708 8 46, 826 32 88, 698 60
Major medical expense. ......-—..... 344 1 104, 617 77 30, 367 22

1 These 70 companies write 43 percent of individual health insurance premiums.

TaBLE 6.—Extent of health insurance under group policies among actively employed
persons and dependents 65 years of age and older by 63 tnsurance companies, by
type of coverage and continuance provision, July 1961

With right to ‘With right to continue
convert on under group on Percent
retirement retirement with 1
Type of coverage Total right
or the
Number | Percent | Number Percent other
of total of total
Hospital expense .- oocomccemooaan 922,645 | 332,692 36.1 262, 914 31.7 54.2
Surgical expense. . .-.-oo-- 921,868 | 328,792 35.7 306, 102 33.2 56.4
Regular medical expense 574,856 | 140,111 24.3 105,439 33.9 49.7
Major medical expense...........--so 391, 3656 74, 686 19.2 136, 498 35.0 47.5

1 These 63 companies write 60 percent of the group health insurance premiums.
ArpENDIX B
QUESTIO&NAIRE
Exuieir 6
InstrUCTIONS FOR Parr 1. INDIVIDUAL anD FamiLy Pouicies

1. Information reported is to be based on an actusl analysis of individual policies
in force in the United States on June 30, 1961, and which provide hospital, surgical,
regular medical, or major medical expense coverage. Where an actual analysis
is not possible, representative samples or other appropriately qualified estimates
will be acceptable. Where samples are used, however, data should be expressed
in terms of totals based on the samples utilized.

9. Exclude special-risk, limited accident, polio and other such policies not
providing medical expense benefits for both accidents and illness. Franchise
and blanket policies should be included in part I unless reported in part II.
Kindly indicate by footnote the part in which you have included your franchise
and blanket coverages. Coverage under mass enrollment plans and conversions
from group policies should also be shown in part I.

3. The following instructions apply with respect to benefit classifications:

(a) Hospital expense—Include all coverage which provides or pays hospital
benefits for confinement due to both sickness and accident. Indicate total num-
ber of persons 65 and over covered for hospital expenses opposite line 1. Please
show distribution of this total, by amount of daily hospital room and board benefit,
in appropriate lines a, b, and ¢. For example, if you insure 100 aged persons for
hospital expenses, of whom 75 have policies which pay $10 a day or less in hospital,
20 pay $12 a day, and 5 pay $20 a day, insert 100 in line 1, 75in line a, 20 in line
b, and 5 in line c.

Similarly, distribute total in line 1 by maximum duration of hospital benefits

in lines d, e, and f and by maximum ancillary hospital expenses in g, h, and i.
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(b) Surgical expense.—Include all coverage for surgical charges incurred due
to both sickness and accident. Please show distribution of total number covered
for surgical expenses in line 2, by maximum surgical benefit provided, in appro-
priate lines j, k, and 1.

(0) Regular medical ezxpense—Include coverage (except major medical ex-
pense) for any type of nonsurgical medical expense where the benefit is payable
in event of both accident and illness without limitation as to the type of sickness
or accident (i.e., exclude accident only, polio, ete.). This category is intended
to include medical expense coverages that cover physicians’ hospital calls only as
well as those that cover hospital, home, and office visits. Distribute this total in
line 3, however, as between categories shown in lines m and n.

() Major medical expense, supplementary—Include only the major medical
expense or catastrophic coverage policies which may be superimposed on basic
hospital, surgical, and/or medical coverages (whether the latter are written by
your company or not) and which provide payments to cover essentially all types
of expense, whether hospital, surgical, or tnedical, and which are characterized by a
high overall maximum on the amount payable and a deductible amount which is
not covered. Policies with high maximum amounts and deductible provisions
which cover only hospital expense should not be included under major medical
expense, but rather under hospital expense. Do not include policies which cover
only accidents or specified diseases (polio, etc.).

(&) Major medical expense, comprehensive (no basic plans).—Include those
major medical expense policies which meet the definition under (d) but are written
on cases,where no basic hospital, surgical, or medical coverages exist. In most
insfances, policies in this category are written with deductible amounts of $250
or less.

4. For each type of coverage; e.g., hospital expenses, the total shown in column
(Azi s(llls))uld be distributed by type of renewability provision in columns (B), (C),
an .

5. Include only policies written on a direct basis. Reinsurance assumed from
other companies should bse\excluded, while reinsurance ceded to other companies
should not be deducted. )

6. In the event that individuals are covered for hospital-surgical-medical
expenses by rider to a loss of income policy, such persons should be included for
purposes of this questionnaire. ‘

7. Please note that persons with a policy providing hospital, surgical, and
regular medical expense benefits should be entered in each of the appropriate
columns of part I.
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Part I

Number of people 65 years of age and older covered under individual and family
healih insurance policies, as of June 30, 1961

Type of renewability provision

Subject to cancellation
or nonrenewal

Type of coverage Total
Guaranteed
renewable | With volun-
tary restric-
tion on right Other
to cancel or
nonrenewable
(A) (B) (©) D)

1. Hospital expenses, total
(a) $10 8 day or less..
(b) $11to $14.a day.--
(¢) $158a day or more_
(d) 31 d8YS B YEar OF 1886 o omummmmcmma|-mommocccmmom |omem e [momemm e e

(f) Over 70daysa year .co.co---- SN

(g) Less than $200 ancillary expenses. . :

(k) $200to $499.. ..

(i) $500 and over.
2. SBurgical expenses, - N DO

(n) Home, office, and hospita -
. Major medimi expenses, supplementary. ... _{i ocoooooooofioiaaoioo [ (IR
. Major medical expenses, comprehensive .. |--ccooooo il eaeaen SR

b

InsTRUCTIONS FOR PART II—GroUP PoLicIES

1. Information reported is to be based on actual analysis of group policies in
force in the United States on June 30, 1961, and which provide hospital, surgical,
medical, or major medical expense coverage. An actual analysis should be made
and reported for all policies covering 500 or more employees. For smaller
groups, analyze and report on all policies or use a sample by taking from either
a numerical or alphabetical file (a) at least every 10th policy covering between
50 and 499 employees, and (b) at least every 20th policy (with a minimum sam-
ple of 100 policies) covering less than 50 employees. When a sample is used,
the results entered in the tables should be the totals for your entire business. as
estimated from the sample. Other appropriate estimating procedures, where
necessary, will be acceptable.

Exclude special-risk blanket coverages (e.g. polio, limited accident, volunteer
firemen, schoolchildren). Other franchise and blanket coverages should be
excluded if reported in part I.

2. Include only coverages written on a direct basis—reinsurance accepted from
other organizations should be excluded, while reinsurance ceded to other orga-
nizations should be included. For coverages jointly underwritten by your orga-
nization and one or more other organizations on a coinsurance basis, the figures
ineluded should be a fractional part of the individuals so underwritten, the frac-
tion used being the proportion of the total coverage under such cases which is
underwritten by your organization.

3. The following instructions apply with respect to benefit classifications:

(a) Hospilal expense—Include all coverage which provides or pays hospital
benefits for confinement due to both sickness and accident. Do not include,
however, the extra hospitalization coverage provided in addition to weekly
indemnity in policies issued under the California U.C.D. law, if the benefit is only
the minimum required by law ($12 for 20 days). See instructions to part I for
distributions by scope of benefit.

() Surgical expense.—Include all coverage for surgical charges incurred due to
b?th sickness and accident. See instructions to part I for distributions by scope
of benefit.
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(c) Regular medical expense.~—~Include coverage (except major medical expense)
for any type of nonsurgical medical expense where the benefit is payable in event
of both accident and illness without limitation as to the type of sickness or accident
(i. e. exclude accident only, polio, ete.). This category is intended to include
medical expense coverages that cover physicians’ hospital calls only as well as
those that cover hospital, home and office visits. See instructions to part I for
distributions by scope of benefit.

(d) Major medical expense (supplementary to basic plans).—Include only the
major medical expense or catastrophic coverage policies which are superimposed
on basic hospital, surgical, and/or medical coverages (whether the lattcr arc
written by your company or not) and which provide payments to cover essen-
tially all types of expense, whether hospital, surgical, or medical, and which are
characterized by a high overall maximum on the amount payable and a deductible
amount which is not covered. Policies with high maximum amounts and deduc-
tible provisions which cover only hospital expense should not be included under
major medjcal expense, but rather under hospital expense. Do not include
policies which cover only accidents or specified discases (polio, etc.).

(€) Magjor medical expense, comprehensive (no basic plans).—Include those major
medical expense policies which meet the definition under (d) but are written on
cases where no basic hospital, surgical, or medical coverages exist. In most
ins;;ances, policies in this category are written with deductible amounts of $250
or less.

4. The following instructions apply with respeet to the basis for reporting
individuals:

Include under each benefit classification the total number of individuals for
whom such coverage is provided. Individuals with several kinds of coverage
should be counted under each of the appropriate classifications.

5. It is recognized that some of the data for tables 1 and 2 may, in some
instances, have to be obtained from your policyholders. The importance of this
survey is such as to warrant such a procedure wherever possible.  If such proves
not to be practicable, qualified estimates will be acceptable.

Parr II

TasLe 1.—Number of actively employed individuals and dependents 65 years of age
and older insured under group health insurance policies, as of June 30, 1961

Withright | With right

Type of coverage Total to convert | to continue
on retirement | under group
onretirement

1. Hospital expense, total. ...____
(a) $10adayorless..
(b) 811 to $14 a day...
(e) $15adayormore.._ ... ... _______._._. -
(d) 31daysayearorless._..__.__ . _
(e) 32to70daysa year...__.____.
Over 70 days a year.

i
2. Surgical expense, total:
(7) $2000rdess. ..o oo e e

(k) $201to $300___.__. ) PRI P O

(2) More than $300__.____. RN I I D

3. Regular medical expense, total . ... ... . __________|._.__ . ____ |\l TTTT|LTTTTemT
(m) In-hospitalonly______.__

(n) Home, office and hospital

. Major medical expense, supplemental_
. Major medical expense, comprehensive

(21
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TaBLE 2.—Number of relirees and retirees’ dependents insured under group health
insurance policies, as of June 30, 1961

Number of

Type of benefit individuals

1. Hospital expense, total - . oo —eeooe

(a) $10 a day OF less_ .o emomoeeos memeoo-

() $11toSldaday. oo ammee o

() $15 a day OF MOTe_ _ . e eeemm oo oo mem —ooom-ee

(d) 31 days a year or less_ oo e

(€) 32t0 70 days @ year .o eemeoooo —oaoo-ee

(F) Over 70 days & year_ __ .o mmeeooeoooo —ome--o-

(9) Less than $200 ancillary expenses . oo oocooooovocoonn —oooroon

(h) $200 to 3499 e ccmmeeeemoe —ommes

(i) $500 and OVer_ e memmceioooooo mommeoe-

2. Surgical expense, total .o —mooooo-

(7) $200 t0 eSS e e emmmeomeonoo —oom-e-

(k) $201 t0 $300_ . o e oo

(1) More than $300._ _ oo oioeoo —ommmee-

3. Regular medical expense, total. . oooooiooeioen —oooeoe-

(m) In-hospital only._ .o omeeoo —mmmoooe

(n) Home, office, and hospital . oo —eeooe-

4. Major medical expense, supplementary._ .- -ooocoeemonn —oooooo-

5. Major medical expense, comprehensive._ . .o cooocooooaooon —oooooeo

APPENDIX D

Dara ProvipEDp BY BLug CROSS ASSOCIATION IN RESPONSE TO SUBCOMMITTEE
QUESTIONNNAIRE:

I}AENROLLMENT oF PErsoNs AGED 65 AND OVER.

2. BeENEFIT SuUMMARY OF BLUE Cross CONTRACTS.

3. SUMMARY oF EXCLUSIONS AND RESTRICTIONS IN BLUE Cross CONTRACTS.
4. SuMMARY oF RaTE CHANGES AND CLAIMS EXPERIENCE.

1. TasLe I.—Blue Cross enrollment of persons aged 65 and over, by Blue Cross’
plan and type of contract, Jan. 1, 19638.

Total Aged Aged Senior citi-
Plan aged group nongroup | zens plan
enrollment | enrollment | enrollment | enrollment
Alabama . e eeccmmmm e m e 65, 641 12, 900 50, 0600 2,741
Arizona 15,303 3,689 10,043 1,571
Arkansas 19, 339 4,803 8, 240 6,196
California:
Los Angeles. i 81,404 18, 664 55,980 6,850
Qakland 55, 986 16,738 36,352 2, 886
Colorad0. - oo ce e cmmeeemenmmem 102, 792 169, 453 28, 096 5,243
Connectictt. .o oaeoo oo cccimmmneeeeeee - 153, 226 55,931 97, 295 None
DElAWATE - o oeemceecemeemcc e emmmmem - 222 515 ) ®) (3
District of Columbia 43,312 16, 735 26, 577 ®
02, 657 13, 500 76, 500 2,657
10, 762 4,978 5,784 O]
10, 931 5,071 4,675 1,185
2 322 1,219 1,103
4,056 1,709 2,270 77
(1721743 IR PUR B
155,328 44,608 110, 630 ® -
Iowa:
Des MOINeS. - - oo ooccmccceaeccamcrmmmeam oo 62,807 15,278 42,010 5,510
Sioux City. 15,467 6, 392 7,519 1, 556
Kansas....... 50, 982 11, 400 36, 376 3, 206
KeNtUCKY - - ceemmmeeacac oo mmmamomcmemmmmmeeemoos 82, 980 11,450 67, 924 3,606
Louisiana:
Baton ROUZE - oo emmeccccmcccmmmmmm oo emann 10, 945 3,815 7,130 O]
New Orleans 14, 752 9, 538 5,140 74
Maine ... 33,470 9,035 24, 435 None
Maryland.__. 74,614 25,105 , 229
Massachusetts. 295, 665 128, 494 167,171 5
Michigan._. 254, 553 127,854 108, 424 18,275
Minnesota 82,971 29,210~ 53, 761
MSSISSIPPI .« oo cce o cmmmmmmmoccammmmesooammoeaas 41,683 711,026 30, 657 Q]

See footnotes at end of table, p. 102.
35-643—64——9
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1. TaBLE 1.—Blue Cross enrollment of persons aged 65 and over, by Blue Cross
plan and type of contract, Jan. 1, 1963.—Continued

Tota(ail Aged Aged Senior fiti—
Plan age group nongroup | zens plan
enrollzlment enrollment | enrollment | enrollment
I\{lssk")glrlls:ns L £ 44,972 14,016 26, 871 4,085
St. Louis. ... . 88, 453 30, 490 54,833 3,130

Montana....___.__.__.. LTI £2,399 1,547 728 54

Nebraska_ ... .__________ T 33,407 7,236 25, 386 785

New Hampshire-Vermont.__. 61,237 18,152 43, 085 ) _

New Jersey. .. ._....__..__ 180, 321 93, 430 81,746 5, 145

New Mexico__.__.______.______ T 3,680 1,042 2,377 261

vew York:

N Albany. 44, 608 16, 527 20,126 7,955
Buflalo.. 81,773 41,626 36, 42(1) I:i" 726
Jamestow 4,720 1,150 3, 571 one
e O
Rochester__...._..___.______ , 9 , 89 3 s
Syracuse_ 45, 546 29, 08(2) lg, 823 3, (lié(‘-

ica 20, 981 9, 62 10,1 1,197
R'talf;r'{o}%n._ 3,253 " gu7 2,016 240

North Carolina__ .
Chapel Hill. gﬁ, 2(‘;; 1;), Z{i)g }g, %g :,gllg
Durham___ 7, 87 , 490 , 06 5,

North Dakota._._____.__________ TR 12,396 4,063 7.122 1,221

io:

Canton. ... _____ . 26, 807 8,496 17,504 807
Cineinnati....__.____.________ 127, 157 55,277 71,880 (%)
Cleveland.______.__________ " 162, 000 63, 504 98, 496 O]
Columbus_._.._.._____________ 58,101 17,543 3?, (7)7{8) 1, ggg
Lima.. 18,041 3,527 15, 07.

Toledo 42,710 16,393 25, 205 1,022
Youngstown. 26, 905 9, 568 16. 506 831

Oklahoma. ________ T 71T 44,831 9,868 23. 3% ?’ ;2(1)

Oregon_.__... 20, 484 8,395 10, » 146

Pennsylvania: )
Allentown._ 46, 357 29, 762 15,113 1,482
Harrisburg. 67,879 28, 626 35,524 3,729
Philadelphia_ 2006, 587 71,101 118,120 17, 366
Pittsburgh.__ 181,332 59, 674 90, 660 30,999
Wilkes-Barre 39,972 26,017 10,714 3,241

Rhode Island____ 69, 776 28,073 41,703 None

South Carolina.___.._______ [T 16,119 5,419 8,452 2,248

Tennessee:

Chattanooga..__..._.___._____.______________ 48,452 22, 611 23,015 2, 826
Memphis____ 8, 205 3,778 4,517 5

Texas_._____.__ 307, 802 37,751 43,9018 10 296, 133

g.tar)... ______________ 11,52 7,296 4,229 ®

irginia:
Lynehburg. .. . 1,282 360 786 136
Richmond. __ 37, 704 14,024 22,774 996
Roanoke...______ 14, 603 4,284 9,473 846

Washington-Alaska__.____ [ 7 _TTTTTTTTITm 18,177 4,825 12,842 460

West Virginia:

Bluefield...___.___.__.__________.________ 1,913 358 1, 555 (%)
Charleston._____________ [ [TTTTTTTTTTTm 8,208 3. 417 4,791 ®
Parkershurg..________ - 3,031 769 2,153 109
Wheeling .. __ - 7,746 3,174 4, 88

Wisconsin, . - 08, 844 37, 560 59, 979 1,206

Wryoming. ...l I 3, 968 790 2,532 646

I Includes 49,117 persons who are curolled through public assistance under the OA A prograni.
2 Enrollment as of Sept. 1, 1963, was 19,362.

3 Not available,

¢ The senior citizen plan was first offered after Apr. 1, 1963.

& Senior citizen plan enroilment is included in nongroup enrollment.

¢ Enrollment as of Apr. 1, 1964, was 274,308 total: 141,062 group; 39,108 nongroup; and 93,240 senior citizen.
7 Does not inchide OAA and AB recipients,

# Ineludes 803 persons who are enrolled through public assistance under the OA A program.
s ;lﬁenior citizen plan was first offered Aug. 1, 1963. The enrollment in this plan as of Mar. 31, 1964, was
0 fncludes 223,232 persons who are enrolled through publie assistance under the OAA program.

NOTE.—An additional 76,000 aged are enrolled under the program for Federal employees and another
3,000 are insured by a Blue Cross subsidiary, Health Insurance, Ine.

Source: Blue Cross Association,



2. TaBLE 11.—Benefit summary of Blue Cross contracts held by aged persons, by plan and type of coniract

Plan Ilospital days

Room and board

Operating
room

Drugs and
medicine

Anesthesia
supplies |

Diagnostic

X-ray

Labora-
tory

Oxygen

Visiting
nurse
service

Nursing
home

Alabama: G, NG,and SC_._._. JRR,

Arizona:

NG
SC No. 1

SC No. 2..

Arkansas:
Gand NG
sSC

No. 1_.
SC No. 2..

California:

Los Angeles:

NG
S

SC No.

Oskland:

SC No.

G and N

SC No.2..._..
Distgct of Columbia: ¢

See footnotes at end of table, p.

SCNo.2..._..
Connecticut (no SC)

131,

$8 to $15
31

charges.

$3 per day,
140 days.
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2. TaBLE IL.—Benefit summary of Blue Cross contracts held by aged persons, by plan and type of contract—Continued

Operating | Drugs and | Anesthesia Diagnostic| Labora- Visiting | Nursing
Plan Hospital days | Room and board room medicine supplies X-ray tory Oxygen nurse home
service

Florida:
G

i ha-lo]

138 days.
.

e

Wito$i8... ...
W to $14.
W to $18. .
Wito$r4. .. ___.

i Lo s Lo L L

Towa;
Des Moines:
(and NG
SC No. 1.
SC No. 2
Sioux City:
GandNG.____..__... ... |sp_ . AF.._
Foooo .. —).
| R 80 percent.
) ) P (=).
) Fooa. F.

Fooo. ) I o Py by o TR s SN I S (—)..... - ().
............... $12. L VF. . F_ . F ceemeao-- I $3 per visit | ¥,

HOVETAOD FONVYASNI HIIVIH HALVAIYd ANV SSO0UD IATg 931



Louisiana: :

Baton Rouge:
G, NG, and SC No. 2_.
£C No.1

New Orleans:
G

Maine

" G and NG (no SC)

Maryland:

Sce footnotes at end of table, p. 131.

70F+4180P_.._...
T0F+180P.._
70F+4-180P...
70F+180P.......

60F+-30P.
%F+40P‘
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2. TaBLE II.—Benefit summary of Blue Cross contracts held by aged persons, by plan and type of contract—Continued

Operating | Drugs and | Anesthesia | Diagnostic| Labora- Visiting Nursing
Plan Hospital days | Room and board room medicine supplies X-ray tory Oxygen nurse home
service

New Hampshire: (No. SC); G and NG...
New Jersey:
G and NG

21F+180P._...... SP.oeoaes Fooe. Foooo. Foo Fo- Foo. P |G [ (—).
21F+-180P....... SPocieiao Foooo. Foo- Foooeoo ) Fooooeot ) (=)eamnaes (=

70F 450 at $10... ) (—)Y(RYeee| Fomeo ) [(0) P (—).
_____________ 30F+60 at $10___ Foo . -

Syracuse: G, NG,and SC.__...._ ...} 70 oo P

Utica: G, NG and SC. 7OF+80 at $5_._. Fooeen

.............. Fooo.....

30F+90 at $10___ Fo_o__._._.
North Carolina:
Chapel Hill:

) Foo.

Po ... Foo ..

P Foo .

Pt Fo_o._.

Fo____.. P

Fo ... )

Fo ... Foo_ ..
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Fooao. ) QR Foaoo Fooooo. Foo ... Foooao. (=) ecccaae (=)
Fooooo.. Foo... Foooooaooo I, Foo.. é— .
) R Fooceeoaos Foaeeoeee Fooommeman Foooooeees ~).
SP Foooo... F_o___... Foo. Foo... Fooo... (=).
(N0 SC); NG eomoaeaeae e b (D, Wil Fooeeoaaet ) ORI ) OO Fomeeea Focaoaat F (=)
Cleveland:
Gand NG oocomcoiccamcaeae ) ) M 1) L ) O ) | R Fooeeaes ) Foo... (=).
SC o iammcacemccmmmmeem————— (V. SPoiieea Foo .. Foooao. ) N ) D ool F {=).
Columbus:
[ S 700r 120 e oeeoo{ SPo . Fovaees ) ) QO ) Foooeeaaoe (—).
L NGand SC. oo cmcmevacccmmen] 30 meeaea 80 pereenta.-—.-- ) S ) (G P $15. e ) SR, ).
LAma:
G, NGand SCNo. 1. 2 {1 I N (43 DU, Pooeceaa| P P Pl Po ... P E— .
SC NO. 2e i cmmcmecmmeceeee {1 TR L4 s SN, P Pooo._.. Pooooeaaoo P ) L P —;,
Toledo:
.............................. 70 P | P P =) B Fooeeeeeel| F (=),
NGand 8C. o meaaeeeeee {1 TR 3] SR ) GO P (G J P P P (=),
Youngstown:
Gand NG 1200 ccecaaees (3] R, Foo . Foooo. Foo.. ) PN o F E—).
SC e e ccrcmccmemmmmm e 70 i ccecaianee (] S, Yoo Foo. ) ¥ Foraeee F_ —).
Oklahoma:
Gand NG . ooocccaiaccmmaeeaaee {411 [ S ) ) ) QU BS.ooo oo Foeas F. (—=).
§ : : =
g—).
—)
P,
Pennsylvania:
Allentown:
F. (=).
F. (—).
F (—).
. ().
F. (—,
F. (—,
F. ().
F. Covered.
30t0 70 19 F. ().
21 to 30 20 F_ —).
............... F. (2.
30t0 70 ooa--- F_ ().
21 to 33. F. ).
_____ %_ .| Covered.

See footnotes at end of table, p. 131.
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2. TaBLE IL.— Benefit summary of Blue Cross contracts held by aged persons, by plan and type of contract—Continued

Operating | Drugs and | Anesthesia { Diagnostic| Labora- Visiting Nursing
Plan Hospital days | Room and board room medicine supplies X-ray tory Oxygen nurse home
service

Pennsylvania—Continued
Willgs—Barre :

el Lo I Lo B LS L1

Tennessee:
Chattanooga:
Gand NG_...._._____..__._....

LY SRR I - b U -
15 at $10: un- $10. oo ()
limited at $6.

Virginia:
Lyn&hburg:

NGand SC. oo ...
Richmond:

]
Roanoke: G, NG, and SC
Washington-Alaska:
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. S W to $15 | S Fooiees ) s P E—).
{1 W to $22 ) Fooeeaeos ) . vered. .| Covered.
West Virginia:
Bluefield:
G, NG,and SC_ . oemmeecaenan 30 ccmcmmamae W ieiaeens } ) PR Fooae ).
Charleston:
[ PSP (. -3 Foeceaan ) | g—).
(No SC) NG _ocoommmmaaccenee (0 IR $8 ecmmeean ) Fooaomne| P ).
Parkersburg:
G and NG F 311 R [ 2 R [ (R é—;
SC No. 1.. 80 percent SP_..{ 80 percent.| 80 percent. 80 percent. —).
SC NO. 2eeemcimccacccammmmnm F:1) SRR M 1 YO S s T R PN d0.-_o]|-aa-adO (=)
Wheeling:
G and (=).
o SCLLL LTI ).
Wiseonsin:
Qe oeccmammemcccemmammemmmmmememnan ).
NG and SC No.1. (=)
SC NO. 2emccaccccamccemmmmemes P.
Wyoming:
[ S (—).
- (—).
SC No. 1.. P.
SC No. 2 P.
Legend: 9 63 percent have extended benefit coverage, including visiting nurse services and un-

G = Group plan.

NG =Nongroup plan.

§C =Senior citizen plan (No. 1 and No. 2 where given in data). .

R = Rider available to extend coverage.

&= Payment for semiprivate accommodations.

W = PPuynent for ward accoinmodations.

F=Fut"l z\)ymenv. for covered items (no details on items covered beyond those in
able).

P = Partial payment {or covered items,

BS=Covered under Blue Shield or other surgical-medical plan.

(—)=Not covered under plan.

A = Per admission.

Y =Per year.

130 days for persons 65-plus; 50 days for persons under 65.

2 loi)‘ys)ercent if ward charges are $18 or less; 80 percent, but not less than $18, if ward is
over $18.

391 days for persons fi5-plus; 55 days for those under 65.

4120 days for persons 65-plus; 485 days for those under 65.

s Federal employees plan is most widely held, but is not available to general public.

¢ Full for participating, partial for nonparticipating nurses.

12 days or visits for each unused hospital day.

s Kxcluded, but covered under an extended benefit endorsement.

limited days in general hospital, nursing home, and chronic disease hospital, subject to
$5,000 (for 31 percent of enrollees) or $15,000 (32 percent of enrollees) maxima.

10 41 percent have extended benefits providing additional 90 days at $12 per day in
general hospital, 120 days in nursing home, and visiting nurse services, to $5,000 maxi-
mum. .

11§14 for, persons under age 65.

12 Persons under 63, 120 full days, 245 days at $5; persons 65 to 69, 60 full days; 70 and
over, 30 full days.

13 Contracting nurses, full; noncontracting, $3 per visit. :

1 Contracting, full; noncontracting, 60 percent of charges or $8 per day.

15 Visiting nurses covered only througa organized home care. If eligible for home care,
visiting nurse service required in judgment of home care organization is covered in full,

15 30 full plus 180 partial if person is under 65.

17 -month waiting period.

13 For persons 65 and over, full for unused days.

19 Ranges from 30 days in 1st year of enrollment to 70 days in 5th year.

20 Ranges from 21 days in 1st year to 30 days in 4th year.

2t Full in contracting hospital, partial in noncontracting.

22 Full for 40 unused days.

23 In contracting hospitals.

NoTE.—Deductibles and copay features are not considered when “full” payment i8
described. See table IIL.
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3. TasLe IIL.—Summary of exclusions_and restrictions in Blue Cross contracts held by aged persons, by plan and type of contract

.. Maxi- Benefit Conversion| Post-
Waiting period or mum reduc- Rate | Transfer | privileges | under-
Deductible copay or Mental, nervous, and coverage status Health age for tions |increase| required | different writ-
coinsurance tuberculosis for preexisting statement new dueto [ dueto| dueto for aged ing
conditions enroll- age age age from other |through
ment subscribers | riders
Alabama
........................ 25 e ioaio.o..| MN 30 days T'B till 9months.._.....____| No.. ...} 85 ... | No.____.{ No....|w.._.__.|No.. ... No.
dlagnoscd
NG oL B0 e e do. .|l [+ . T, Yeso oo [0 S _..do.___. eadol ) 190 Lol ()l o Do.
10 $50 deductible; $5 co- |-._..do _._.... __ ... |- .- do. ..o . ool Aot ... Noooeee o.-do____. -..doo [ No ..o | (=) ... Do
pay.
Arizona
G.o. None....o..._ ... Covered...._____._____ V . . Do.
NG..... 20 pereent 1st $500 d _____ do..... Do.
SC No. 1 20 percent ancillarjes do. Excluded_ Do.
SC No. 2. e None.. .. 30 days after 3- -day % months Do.
deductible.
Arkansas: :
G .. 30 days 1 yoar ................. Do.
NG e S25 I do. . oo ... . Do.
SC No. 1 14 da\q Fvc.uded - Do.
SC No. 2 _| 30 days Smonths.. ._.._.___ . Do.
California:
Los Angeles:
G Covered............_. Covered.....__..._.__. - Do.
Excluded . ____.._.__._ 6 months. : Do.
30 days (Y). P P, do..... Do.
Excluded. .. .. ___.__ 11 months. Do.
None_.... Do.
11 months. . - ) Do.
6 months.. Do.
...... (4 R, Do.
11 months § Do.
..... do Do.
..... do Do.
Covered._.......______ Do.
..... L+ Do.
MN 60 days; TB Lyear . cooouoo.. . Do.
excluded.
_____ do.............._.| Excluded for other Yes® .65 _____.|.c.do.._|..do.__| M ___.._| (=).......| Do.
than conversion.
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QGeorgia:
Atlanta:

120 davs

S PR, do..

ther: afw

SCNo. 2 oaees 1st $25 to $125 then 20
percent.

Sioux City

[ O,

NG. -

SCNO. }ocaoomiaenan

SC NO. 2eccccmnnnn-

Seco footnotes at end of table, p. 141,

30 days.

20 days (Y)
Excluded . - eoememceee-
30 days (Y)
Excluded . . oooaaeooen

30 dayS.ccacccemmmamae
.| 10 days.
30 dBYS.ncreccmcemmmae

m geneml hoapital

30 days (RYecamcucnnn-
.| 24 months..

Ll 365 days. cccmencaaae

-| 9 months...

.| None 12.__.

1 year oo meaeoe-
6 months

Covered -« cemeocaaeeee

6 moNthS. .o cmmeeanaen

12 months_. o _ceeoee

12 months_._.._.--_._:

270 days 1.
180 days 2o c emccceans
9months. cacoaacoen
180 dAYS. ccceocmceaan

-.-do...
..-do...

..-do...
.do__.
Tdo._.

_..do...
_-do._.
.--do_.

---do...
--do...
---do...

...do_..
_-.do._..
...do._.

_-.do...
.-.do...
_..do...

-..do..
--.do..
..-do..
...do..

..-do..
(u)____

No....

.|---do..

-.-do..
--.do..

...do..
_--do..
-..do..

_..do._

...do_.

oo
_-.do_...
_.-do._..
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3. TasLe IIL.—Summary of exclusions and restrictions in Blue Cross contracts held by aged persons, by plan and type of contract—Con.

Maxi- | Benefit Conversion| Post-
Waiting period or mum reduc- Rate | Transfer | privileges | under-
Deductible copay or | Mental, nervous, and coverage status Health age for tions [increase| required | different writ-
coinsurance tuberculosxs for preexisting statement new due to | dueto | dueto for aged ing
conditions enroll- age age age from other {through
ment subscribers| riders
Kansas:
G $10. s MN 30days-.......__ Covered 5__ . _________ No.
NG .. 3 (1R A L« [ T 240 da dvls for specified Do.
conditions.
SC el 25 pereent. ..o |...._ Ao o el 6 months._..___.._.___ h Do.
Kentucky
[ Y None....cocwoomeai.. M 31 days during life; | 12 months Do.
TB excluded.
NG (5 Lo TN RS | SO Do.
sC [} months Do.
lyear ___._____.__. Do.
..... do. Do.
Excluded Do.
1year._.. Do.
Covered. .. w.do__._|...do_.| No...__. No Do.
12 months__ .| Do.
..... do...___ ———— Do.
Gl None. oo 2ldays. ... Covered if enroll- aedooo._|._.do. | 19, . __ No._...... Do.
ment requirements
are met.
NG o L+ [¢ NP PO do..oooo . Not covered wedoo_._. --do__{19._._.__ (G Do.
Maryland:
[ None....__........._. M and N 30 days (Y); { 9months_._.._.__._.__ —-do____|...do__{19_._____ No........ Do.
TB excluded. ‘
NG i @O do. —--do._._|...do__} 19_______ (—)eeas Do.
SCNos.land 2._.._______ $156 lst day, $5 2d to c--do____|...do__|19_______ [ G PO Do.
13th to §75
Massachusetts
G L None..ooooceooo . Mraﬁd N 10days; TB { 8months..........__.{..__. do.. ——-do..__|._.do._._[...do._| No_.__.. No........ Do.
ul
NG. (<1 P IR doVo .. (o (s T, Yes._. ---@o____|._.do_.._[...do_. Do.
Michigan:
(& U A Lo 1o S, 30days (A)meceaeoeoo. Do.
NG. | [ { TR I L [\ I, Do.
|10 2 $25 or first 20 percent..{ 30 days in life of Do.
certificate.

HOVUTAOD FONVHASNI HIIVAH TLVAINd ANV SSOUD IN1g FI



Minnesota:

O NON€. . cvacmnemcccanns 70 dayS.caceemnmmnnnnan Covered. _ccommmemoenn|eannn dote ___. Depend-|...do._.. c-.do__| 19 .- NOecammae-
ent on
..... L [+ R ...do__
30 days.- PR [ - -
70 days. c-.do_._|-._do..... (—)ecamees
M and N 30 days; .-.do...{ 19 . ____ No._._....
TB excluded.
..... [ 1 codoo.f{ 19 ..., é—)..---.-
..... s U T, JRCC TN I U TSR By ) T,
Missouri: .
Kansas City:
[ ¢ PRI NON€. ocommemammanans 30 daYS.ceecccccnaaann Covered in groups eeodoo_ | 10...aoo. NOoceemann
over 10.
2\ ¢ PR NN do..... [ I A0 cecicaeas Excluded. .covvcennn-- sedoo | 190 (=)eccennn

.3
New Hnmmhlro
NewGJ ersey:

Full, GEN,
do. mdays (4 '¢ PO

-| 30 days ﬁA).
20 days (A).- -

Sec footnotes at end of table, p. 141,
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3. TasLe III.—Summary of exclusions and restrictions in Blue Cross contracts held by aged persons, by plan and type of contract—Con

’1‘}; excluded.

Tg excluded.

Covered (general
hogpital).

30 daysMand N; {._.__

11 months..._....._.._
21 days 4 9 days at |_____ Lo [ S,
50 percent M and N.
[« 10 O I [« s SO,
[ [V R [ 1o I,
30 days M and N; | 12months_....__.____.
B {ull.
s 1o DRSNS BN do.
do. PR B do.
30days(Y) Mand N; | 11 months..c.._.__.._..

Maxi- Benefit Conversfon | Post-
‘Waiting period or mum reduc- Rate | [ransfer | privileges | under-
Deductible copay or | Mental, rervous, and coverage status Health age for tions [increase| required | different writ-
coinsurance tuberculosis for preexisting statement new due to | dueto| due to for aged ing
conditions enroll- age age age from other| throug
ment subscribers| riders
New York
Albany
..................... M and N 30 days (Y); | Covered.___._______._._ No.
TB excluded.
NG oo eeedoo . 11 months Do.
SC Nos. land 2...._.] 25 percent_.______..___|.____ [+ T T R do Do.
Buffalo:
G . Excluded (R)...._..__ 11 months ¥ Do.
NG . Excluded. .. Excluded._. _._._.____ Do.
SC No. 1. 30 days (Y). 6months.._._..____._. (—)- .| Do.
SCNo. 2 . .......... Excluded. . ... ... __l_____ do. (=)o ceeee Do.
Jamestown:
G Not covered
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North Carolina:

Chapel Hill:
[ S NONe. . cecccemcmmmnns 30 days M and N; doo | 19.______ NOcemanee- Do.
NG . cccamcccannan do. .do.__[19.______ (G JR Do.
SCNO. lowcmmcamcece s [« 1+ TN 21 days M and -..do._.| No___.... (G P Do.
T B excluded
SCNO. 2ucmccmacaaafammmn [+ (S, 30 days.... _.do__.} 19 ___... ) e Do.
SCNO.3eeeamaaccc]eaman {1+ T, 10 days....-. d: _-.do.__| 190 _____ G PR Do.
Durham:
(¢ SRR ORI L [ T, 30 days (A)- ..do.__[19.______ NO.oceeeoo Do.
NG o omcicccccacan $50 of first $100 of 30 days...... _odo._{19..__.. [ G P Do.
ancillaries.
SCNo. 1l oveaaaen 50 percentof ..., [« 14 J—— v —-.do...{ No.___.. (—)eeameee Do.
ancillaries.
SCNo0.2.meeae $50 ancillaries ... [ (o T No benefit for illness | Noo.o_.c..- —-.do_____ ~..do__._. --.do...|...do..... (—) oo Do.
deductible. 1st 6 months.
SCNO0. 3 cecccmemean $100 ancillaries.._.__-. 10daysS.co—co--- 1 _..do___}._.do.__._ [ Do.
North Dakota:
[ & J P 7241 T 70 days (A)- .. 9 months (some con-  foooo @0emmeeef G5 |oo.dOo... ee-do.. 1 19 . NoO.ceveee Do.

ditions).
d

Do.
Do.
Do.
Do.
Do.
Do.
Do.
pitals; limited in
others.
Cleveland
Gand NG oo ouceeo oo doncecaicmcveeee Fullee oo Do.
L1 o Do.
Columbus

S Do.

NG cemeeo 9 months for some  {ecee @O} 650 d0uemcenfee-do. | 30 e} ()t .Do.

conditions.

[ RN PRSP ¢ {+ JUIPUIIR Y (R ¢ [ SOSPUIPIRR PP oS 4 270 days for some Yes o ccenen.n NOomoeen S (0 SO --.do__| NO—e-u-- [ PR Do.

conditions.
Lima:

[ NI . do.. 80/20 30_ 12 months Do.
80/20 % . Do.
6-month waiting pe- Do.

riod.

SC NO0.2 mecereemmnacfaanan do..... JRN 1 S, Do.

Toledo:
____________________ None....- _! M and N 31 days (A); Do.
TB 31 days (Y).
NG ceccmccmccmamane 20 percent [ s D 12 months. occceenanan Yes. oo 65, —.-- PR« (IO e.doo 19 _fol..o do..... Do.
1] o R R {« YU, FUOI ¢ [+ JEPORROR PRI R (o [+ J R, S do_......I No.__._..l._. do.....to__do__! Noo_o_._i..__ do.__.. Do.

Sce footnotes at end of table, p. 141,
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3. TasLe III.—Summary of exclusions and restrictions in Blue Cross contracts held by aged persons, by plan and type of contract—Con.

Maxi- | Benefit Conversion| Post-
Waiting period or mum reduc- Rate | Transfer | privileges| under-
Deductible copay or | Mental, nervous, and goverage status Health age for tions [increase| required | different | writ-
coinsurance tuberculosis for preexisting statement new due to | due to | due to for aged ing
conditions enroll- age age age from other |through
ment subscribers | riders
Ohio—Continued
Youngstown:
[ NOne. oo N and M rider 30 Covered_.__._._......_| No.__._.____. No...... No._..-- No..{19.._..._ No......_. No.
days (Y); TB ex-
cluded.
NG )ecdoo e [+ S S Q0. do._..... 6444 .. s-doof 19 ... (—)--....{ Do.
SC. Foll. e o 1o ) O do..._.._ N0 -do.__{ 19.______ [ G S Do.
Oklahoma:
G PRSI [, T, M and N pulmonary |..... Lo T« TR PRI do_...... —-do.._.. eado_lf 19 . No.uooenes Do.
T B excluded.
NG ... 825 e ]eas (1 T Excluded......__.___.. Yes. ... 60... . . —doo_f 19.____ (Yoo (31,
SC. . 825 i (o 1v U S AOo e do....... No...... ~--do._| 19 _____. [Gop IR [CON
Oregon.
[ None. ..o . M aﬁd N 21 days; TB | 6months.__.__________ NOo.oomeo _-do..... _edoo.f 190 .. .. NO.aeoo.. No.
ull,
NG e [+ {0 T M and N 30days; TB | 12months32.__________ For new 65...... R T S I 1 JOR (—)ecemnen Do.
full. grou{)
only
SCNo. loeeo o ... 20 percent_.__.__..____.|..__. Ao . 6months._____________ No. .. NOoweeooo No....._ _.do...| 19 . ___. (—)emacnnn Do.
8CNo. 2. s do. o Full . 6 months open; 12 | None open, |_..do..... ...do..... —-doo..| 19 (—)eeeeao| Do
months, continuous. yes, con-
. tinuous.
Pennsylvania:
Allentown:
& None._..........__ Covered Do.
NG e (") 6 months. Do,
SC No.1.____ $5perday. .. . A0l do.. Do.
SCNo. 2. RN U, MR ST 1" SO AR dOe e Do.
Harrisburg:
G....... None._.._...._______. Covered_._.._.._...__. Do.
NG, |- do {3 1+ I, 12 months._. Do.
SONo. 1 ... $2650 per day for 20 |.___. {6 1V T 6months___..._.______ d d Do.
ays.
SCNo.2........... $5 per day 1st 15 days | M and N 30 days (Y), (... s [ N Do.
(Y). TB 30 (life).
Philadelphia:
[ $15 per day 1st 15| 20days (Y)ooooeooo o 12months. . .. _____[_____ do....._. _.do..... ..do..._. sdo...[19._.___. NOwewomunn Do.
days; $5 per day
next 10 days,
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$5 per day, 15 days

01— #9—¢£$9-6¢

M and TB 30 days;
N—Full.

$50.
1st $50 or $4 per day
Soe footnotes at end of table, p. 141.

"8 months......-.__
Excluded. ...

6émonths...___........

6 months (T and A12).

1 months less time in
group.
6months._____...._._.
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3. TaBLE III.—Summary of exclusions and restrictions in Blue Cross contracts keld by aged persons,by plan and type of contract—Continued

Maxi- Benefit Conversion | Post-
Waiting period or mum redne- Rate | Transfer | privileges | under-
Deductible copay or | Mental, nervous, and coverage status Heaith age for tions [increase{ reguired | different writ-
coinsurance tuberculosis for preexisting statement new ducto | dueto ] due to for aged ing
conditions enroll- age age age from other |through
ment subseribers| riders

Virginia—Continud
Roaréoke:

$sperday. .. ___._...

Full, General hospital,
limited institution.

M and N 7 days; 6months._.__.____.__. No.o._.___ ---do____{ Yes.._.. —--do__|19._.__. No ... Do.
TB 14 days.

Execluded. ... 12 months Do.

-Excluded Do.

6 months Do.

NG._ - 6 months__
SC Nos. 1 and 180 AaYSomee oo
‘Wheeling:
G Excluded (R)_.__._... 270 A8YS_coiomeo . Do.
Excluded. __ Excluded._ ...d Do.
..... A0oeeeceeecceee| Covered.______________ 1 Do.
_____________________ MN 120 days; TB 9months.______..___.. Deo.
excluded,
$25 and 20 percent..... MN 31 days; TB ... [0 T Do.
excluded.
$50 and 20 percent..__. MN 31 days; TB 6months___..._.._____ Do.
excluded after
diagnosis.

SCNo. 2. oo 20 percent. ..o ool .. doo ool doo do___.___1___ do_._..l___ do.....l.__ do._.l19_______ (G PR Do.

IDVUHEAOD FONVUASNI HLIVIH HLVAIYd ANV SSOHD AN1d o¥1



‘Wyoming:
G

11 months.
S mmee = Do.

Do.

NODCocoeecmcammmmmne 30 ABYSacccmcammmaamm Tand A,
- I P [ U TR 11 month:
' L1 _| 30 days lifetime._ __..__|----- do_..
................. 30 dBYS...occea-aeo----| 6 months,
Legend:
G =group plan.

NG =nongroup plan,
SC=senior citizen plan.
(Y) =per year.

(A)=per admission.

M =mental condition.
N =nervous condition.
TB=tuberculosis.
(—)=not applicable.

11f enrolled during a specified enrollment period, health statement is not required.

2 For new business, not for persons converting or transferring within the plan.

1 Health statement if applying after original eligibility.

¢ Benefits reduced to 30 hospital days.

s Benefits reduced from 55 days to 21 days.

¢ Waived for groups of 50 or more with 75 percent participation.

7 No maximum age for groups of 10 or more.

8 Days reduced to 120.

¢ For other than conversion.

0 If eprolled after age 60 must convert to senior citizen

11 Applies only to groups of less than 25 contracts.

13 Credit is given for prior Blue Cross coverage in satisfying waiting period.

18 Transfer to senior citizen plan (series 65) at age 65.

14 Amonnt of daily co-pay depends on county of hospital location.

1 Waiting period if employee does not join when first eligible.

16 32 percent of enrolices have unlimited mental coverage; 31
mental coverage.

17 41 percent of enrollees have a contract providing 30 days’ mental coverage.

18 Health statement required from additions to existing groups subsequent to period
of original eligibility.

19 Will consider postunderwriting as a future cost control mechanism in lieu of future
rate increase.

20 Tnitial open enrollment period: 6-month walting period and no health statement,
m’&]l;‘]easons under 65, 120 full days, 245 days at $5; persons 65 to 69, 60 full days; 70 and over,

ays.

plan (65 limited) at age 65.

percent have 60 days’

22 Only if a preexisting condition not disclosed on application but which would have
been ridered if existence had been known.

23 Employees over 64 years of age may enroll in groups of 25 or more employees, where
at least 75 percent of eligible employees are enrolled.

24 May be waived, depending on size of group and percent excluded.

25 If less than 25 members,

28 Pisabled or retarded children are covered as member of family after 19th birthday, if
disability is incurred before 19th birthday.

2 Transfer required due to age—children sponsored dependents 65.

28 Waived for certain acconts such as with employer contributions.

20 Require only name of physician.

3 Care of TB, N and M disorders in specialized hospitals limited to 30 days per life of
certificate and $5 per day after 12-month waiting period.

# Riders or exclusions issued after the effective date are limited to situations constitut-
ing obvious medical abuse and then only after consultation with the physician. These
are extremely rare.

2 If certificate issued to replace prior certificate, clause of prior certificate re proexisting
conditions applies.

3 Exception: Unmarried children incapable of self-support and who are dependent on
subscriber for over half their support, coverage may be extended to age 25.

3612 months for associated group subseribers—groups not meeting underwriting re-
quirements.

35 In noncontracting hospitals up to $10 per day for 30 days per certificate year, Care
gmitedl to 10 days in contracting hospitals of other BC plans; $60 in noncontracting

ospitals.

#® Extended to age 23 if child is a dependent and is enrolled in an accredited school or
is incapacitated.

371 year by administrative practice.

38 21 days per confinement in contracting hospital; $12.50 per week in institutions for
these conditions.

3 For small groups there is a 65 maximum.

10 20 percent if charges excced $125; if charges under $125, $25 deductible.

41 May be removed by rider for groups.

42 Groups under 10—age 65. Groups 10 and over—none.

Sponsored dependents—
aged 65 when enrolled.

Source: Blue Cross-Association.

I$1 @OVIEAOD HONVYNSNI HIIVIH ALVAIMd ANV SS0¥D dNTH



142 BLUE CROSS AND PRIVATE HEALTH INSURANCE COVERAGE

4. TaBLE IV.—Summary of current rates, rate and benefit changes,

Monthly family rates

Plan Anticipated rate or -
benefit changes
Method 1964 1963 1960
$9.30 $9.30
9. 50 9.50
19.50 19.50
13.64 13.04
15.28 14.57
15.00 11.35
25.05 25.05
5.75 5.75 5.10 | As of May 1, 1964, nongroup
30 pereent group conver-
sion, 40 peroem, senior, 47
peroent
NG._.., 7.40 7.40 7.40 |____. doo .
SC No. 10. 30 10.30 7.85 .
8C No. 17.90 17.90 None
California:
12. 67 12. 67 10.02
13.65 13.65 11.17
131.60 131.60 None
38.75 8.75 None
10.75 10.75 9.00
12.09 12.09 9.39
123.00 123.00 None
131.60 131.60 None
413.20 4113.20 $11.30
15. 00 15. 00 11. 90
39.50 39 50 None
38.05 38.05 None
8.70 8.70 7.80
9.22 9.22 9.22
7.96 7.96 None | Rate increase of about 20 per-
cent, early 1965,
10.31 10.31 None do
11,04 11,04
18.55 18.55
718‘% 118' % (753(2) All contracts experience rated
24,00 24. 00 None on annual review basis.
[] L] 12 . A
2;28 2;28 2; ;g }Expenence rating__._.____.___
24.00 24.00 None | Experience rating_.___________
17.00 17.00 None do
ng .82 1725
10.94 8.75
18.90 18.90
12 §5. 25~-8. 05 $5. 25-8. 05
6.90-17. 05 6. 80-17. 05
14.70 14.70
9. 50 9. 50
11.20 11. 20
10.20 10. 20
10. 80 10.80
12. 50 12. 50
22.90 22.90
15.20 15.20
16 16. 92 1016.92
17.84 17.84
39.65 39.65
1713.00 1711.92
11, 56 11, 56
15.75 15.75

8See footnotes at end of table, pp. 152-53,
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and claims experience on Blue Cross contracts held by aged persons

Premiums Claims Premiums Claims Premiums Claims
Benefit changes, 1860-64 (earned incurred earned incurred earned incurred
policy de- (policy de- | (policy de- | (policy de- | (all plans), (all plans)
cribed), 1963 |scribed), 1963 | scribed), 1962 [scrtbed), 1962 1963 19§3_
NA NA " NA NA NA NA
$3,152, 547 $3,177,041 NA NA $6, 313, 719 $6, 612, 2
311,173 202, 312 NA NA 311,173 202, 368
Increased outpatient; added 4,492, 216 4,247,616 $3, 823, 147 $3, 910, 625 5, 543, 742 5,241, 868
Added EKG, 1962 .. oooooo. } 1,601, 643 1,432,892 1,237,684 1,605,885 2,683, 651 2,469, 188
T 138, 016 135, 800 90, 157. 88,338 138, 016 135, 800
____________________________________________________________ 22,761, 680 12,842,613 3 3,687, 651 23,763, 50
............................................................ 2 4 056, 606 24,327,101 26,138, 480 26,380,734
2 663, 370 2 688,409 2 663, 370 2688, 409
None None . 31,275
z 5,177,168 4,993, 814 4,621,476 4,490, 287 5,177,168 4,993,814
12, Ogg, fsigl 10,711, 068 11, 941%, 839 10, 0312I 667 12, 026, 661 10, 711,068
, 587 5, 760 one one
295,000 163,165 161, 648 shalg || 864587 568,925
None None | 347,387,453 | 242,925,464 | 2 56,839,797 1 51, 236, 402
None None | 223,116,259 { 321,367,853 | %28,031,178 * 25, 566, 250
None None 2 672,345 2 540, 633 2672,345 2 540, 633
15,686, 740 15,801, 228 14, 063, 541 13, 721,600 17, 804, 961 17,870,889 .
4,010, 745 3,634, 937 5,174,404 4,965,644 5,329,470 4,716,193
545,373 526,015 328,504 363, 130 545,373 526,015
22, 555, 767 20, 580, 782 19, 895, 598 17,727,674 29,023, 467 27,136, 343
7,419, 131 6, 785, 923 9, 880, 463 , 762, 860 14,871,233 15, 189,115
................................ 5,675, 677 4,914, 955 5,001, 218 4, 562, 221 5, 908, 606 5,117,488
eecceeeeemmmecceoona 1, 758,322 1,863,?4; 1,6(8)2, 39‘: 1,822, 213355 1,865,432 1, 986, 676
108, 132, 15 , 62 ,
. 32,837 y 141, 200 166, 582
{Several benefit increases, 1962. 33, 228, 807 32, 035, 952 28,971,701 28,017,328 3, 328, 807 32, 035, 852
{Outpgtient time limit length- | 10 35,434,280 | 10 33, 709, 400 | 10 31,736, 157 | 1 50,879,810 [ 135, 434,280 10 33, 709, 400
ened, 1961.
= 343,771 269, 288 None None
_____ A o1, 841 58,379 None Nome |} ws.61 327, 667
2,821,106 2, 905, 740 2,718,175 2,375,841 3,933,330 4, 050, 300
1,326,473 1,197,530 1,017,925 993, 826 1,033, 741 1, 697, 740
10,4 4,189 one None 10, 460 189
131,641,929 | 131,377,140 | 131,546,009 | 131,255 629 1, 641, 929 1,377,140
1 720, 065 u 719, 815 1 661, 966 1 801, 662 720, 085 719, 815
98, 357 88,017 64,162 42,013 98, 357 88,017
None None 15 142, 003 15 158, 573 142, 003 158, 573
None None 15 179, 200 15 182, 285 179, 200 182, 285
None None 15 3,933 15 3,020 3,933 3,020
1,151,138 13 068, 444 13 867,172 702, 824 1, 359, 202 1,127,208
, 109 314,915 433, 021 341,864 429, 314,915
5,850 , 1 None None } 8 502 2,776
2,652 None Nons 4
45,147, 780 41, 662, 091 39,007, 947 35, 879, 529 72, 339, 209 67, 753, 363
25,178,630 24, 460, 725 23, 604, 838 23, 470, 099 33,847,937 32,397, 741
2,512,233 2, 429, 625 1,882, 390 1,641,087 2,512,233 2,429, 6256
188 207,814 | 187 817,535 ) 6,002,729 | 186,345,122 8,207, 814 7,817,535
416,843,492 | 416,294,752 | 14 16,341,903 | 14 14, 381, 967 16, 843, 492 16(294, 752
) ( (©) () ® 15)
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4. TaBLE IV.—Summary of current rates, rate and benefit changes, and

Monthly family rates
Plan Anticipated rate or
benefit changes
Method 1964 . 1963 1960
Towa:
Des Moines

$9. 65 $9. 65 $7 15
10.40 10.40 6.00
$5.70 85.70 53.30
15.85 None None

_______________ B, 0575 20575 204,25 | June 1, 1964, direct pay $25

deductible,

NG. .. [ J R, 21 10.10 1 10.10 21 8.60 | Plan changed to 80/20 with $25
minimum copay; no rate
change.

SC No.1...._._. [ & 2, n5.05 5,05 224,30 |oomao o ees

SCNo.2........ [ . 31 15.85 115,85 NORe |- e

Kansas:

[ & S, Cand E_..__._. 9.90 9.90 7.40 | Community-rated experience,
about 10 percent.

NG. C.... 14.00 12. 60 None [-.._. A0

SCo e [ 2, 17. 50 17. 50 None R

Kentucky:

(¢ S C..._. R 6. 00 6. 00 6.00 | Rate increase requested for
direct and nongroup, aver-
age 37 percent. Should hold
2}5 years

NG oomemee [ & 6. 68 6. 68 6.68 - oodo. el

[ 2 [ & 15. 50 15. 50 None - -
Touisiana:

Baton Rouge:

G 7.15 7.15 700 |l

12.17 10. 67
11. 58 11. 58
12.17 10. 67
8.25 8.25 6. 75 oo R
10. 00 10. 00 (L
20. 00 20. 00 NONE |- oo ccccceaes
7.85-12.85 7.85-12.85 6.60 [--- -
8.15-13.95 8.15-13.95 6.90
10.10 10.10 7.20 R%e increase effective, July 1
64.
10.70 10.70 7.80 [ocn-a L5 s
$10.90 210.90 None |..
37.90 37.90 None
[ & | DT 259,02-11.36 | 26 9.92-11.36 | 2 9.92-11,36
NG, el [ &R 9.20 9.20 9,20 |
Michigan

[ [ & 16.91 16.91 11.48 | Tochange from community to
group experience rating,
January 1965. If permis-
sion denied, possible rate
increase,

19.45 19.45 None
26.45 36.45 35.23
21.15 21.15 15,06 o e
19. 80 16. 20 13,95 | cemeane
38.00 8.00 None

312.50 12. 50 None

G E. (Mod.g _______ 9.21/ 9.86 9.21/ 9.86 8.57/ 9.21

NG occcrceaaes E. (Mod.)_....__ 10. 90 10. 90 8.10

SCNo.1oocooeens E. (Mod.)ocoun-o 10. 00 10. 00 10. 00

SCNO.2ccimcaanae E. (Mod. ...... 12.20 12.20 None

See footnotes at end of table, pp. 152-53.
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claims experience on Blue Cross contracts held by aged persons—Continued

145

Premiums Claims Premiums Claims Premiums Claims
Benefit changes, 1960-64 earned incurred earned incurred earned incurred
(policy de- (policy de- (policy de- (policy de- (all plans), (all plans),
seribed), 1963 | seribed), 1963 j scribed), 1962 | scribed), 1962 1963 1963
................................ $7,125,055 $6, 284, 107 $6, 671, 641 $6,038,812 | $7,673 , 477 $6, 788, 681
4, ;%(754 é:lig 3, gg, ’égg 3, !1?61, !7)28 3, %1,006 5, 744, 334 5,324,137
0, s 74, 4, 375
75,434 67, 488 NA S|l a0 351, 181
............................................................ 2 5,024, 000 3 4,191, 000 2 6, 630, 000 2 5, 505, 000
............................................................ 2 3, 280, 000 2 3,126,000 2 3,483, 000 2 3, 356, 000
Made available room allow- |....ooonocucoofoocccccccoan 291, 000 2 90, 000 191,000 2 90, 000
ance, $6 to $12.
................................ 7,002,497 6,383, 921 6, 697, 488 5,923, 704 8,222, 629 7,461, 650
7, 033, 984 6,497, 762 6, 741, 405 6,227,929 | 27,558,403 2 6, 785, 029
23162, 852 292,228 None None 2 762, 852 292,228
________________________________ 2, 048, 660 2,744,392 3,282,128 2, 989, 792 5,932,712 5, 632, 051
................................ 2,998, 945 2,975,326 2,940,172 2,884,737 4,251,940 4,275,794
................................ 131,271 134,029 None None 131,271 134, 029
Benefits added, 1963..___._____| 131,196,078 | 132,042,845 NA N. 1,961, 078 2,042,845
Benefits added, 1964. 141,930,453 141 588,014 | 141,532,743 141,127,262 1, 930, 453 1, 588, 014
} 202, 949 108, 756 123, 000 73,809 202, 949 108, 756
NA NA 2,486, 387 2,648,806 | 242,765,429 24 2,925,676
NA NA 1, 037, 795 793.588 | 241,037,795 24 793, 588
11,461 9,287 None None 11,461 9, 287
1,348,193 1,293,818 1, 627, 094 1, 542, 269 6, 240, 663 6, 606, 890
3, 674, 261 3,732,673 3,347,285 3,209, 142 4, 548, 564 4, 546, 519
................................ 14, 758, 524 13, 914, 463 13, 986,155 14,224,674 18, 692, 524 17,782,262
- 1412, 803. 405 | 1413, 742, 718 | 1411, 261, 554 | 1412, 863,927 | 1412,803,405 § 113, 742,718
None None None None None None
None None None None None None
Waitir;'%1 period reduced to 8 73,875,168 77, 555, 554 70, 522, 393 | 13 69, 719,127 73,875,168 77, 555, 554
mon
Day limitation for TB re- 24, 000. 269 27,475, 516 21,324,232 | 14 24, 662, 572 24, 000, 269 27, 475, 516
moved; NG days increased
30 to 40 1961.
................................ 149,210,467 | 142,816,053 | 131 335,377 |13130 990,572 | 149,219,467 142, 816, 953
17,190, 971 20, 861, 925 15, 834, 083 19, 618, 715 24,772,975 27,853, 751
1,402, 899 1,774, 726 1,187,029 1,812,416 1, 402, 899 1,774,726
6,285,306 5,547,968 6, 858, 846 6,181,053 8,168, 761 7,132,788
4, 363, 787 4,166, .'56:; 3, 641%, 540 3, 381% 479 7,160,148 6, 858, 553
18, 866 ,81 one one
24, 001 10, 586 None Nomg I} 42807 15,807
............................ 5,610,345 { 285,874,123 25,610,345 25,874,123
............................ 5,551,053 1 264,676,640 35,551,053 24,676,640
........................... 817,718 26 794,702 2817,718 2 794,702
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4, TaBLE IV.—Summary of current rates, rate and benefit changes, and

Monthly family rates

Plan Anticipated rate or
benefit changes
Method 1964 1963 1960
Missourt:
Kansas City
[ . [ o S $12.05 $10. 00 $7.30 | New rates, June 1, 1964; per-

cent not given. Further

increase anticipated June 1,

1965; 13 percent G, 10 per-
t NG

cen .
11.05 9.90 9.06 |- [« 1,
18.55 17.40 None |-.... do__.._.. e mmmcmemcamene
8.50 8.50 6.90 | 20.9 percent rate increase Apr.
20, 1964.

8.35 8.35 None (¢ S
19.70 19. 70 NONe oo
13.51 11. 60 D T

27 15. 64 231480 | . % 14, 80
29. 60 29. 60 None
19. 40 19. 40 None
7.45 7.45 7.45
6.05 6.05
34,70 34,70
317.90 37.90
36.40 36.40
8.75 8.75
11.65 11.65
10.29 10.29 8.61 | Approved for Aug. 1, 1964,
$12.30 rate.

11.22 11.22 9.49 | Approved for Aug. 1, 1964,
$12.93 rate.

18.00 19.00

14.48 14.48

14.95 14.95 8.85 | Probable rate adjustment
within 2 years.

15.05 14. 54 12.05

22. 50 22. 50 None

21. 80 21.80 None

15. 40 15. 40 10.12 | January 1965 estimate 20 per-

cent rate increase.

7.98 7.98 4.45 | Meritrating___._______________
11.64 8.45 8.45 | Just converted to merit rating_
8.72 8.72 6.60 | Changes anticipated. __.._.___
10.35 10. 35 7.77 |ecaee QO
310.80 310.80 None |._.__ [« U,
10. 48 10.48 696 |-
13.50 13.50 8.60 ..
311.00 311.00 370 | e

See footnotes at end of table, pp. 152-53.
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claims experience on Blue Cross contracts held by aged persons—Continued

Premiums Claims Premiums Claims Premiums Claims
Benefit changes, 1960-64 earned incurred earned incurred earned incurred
policy de- (policy de- (policy de- (policy de- | (all plans), (all plans),
scribed), 1963 | scribed), 1963 | scribed), 1962 | seribed), 1962 1963 1963
................................ $5, 938, 218 $5,767, 749 $5, 838, 307 $5, 513,879 $8,413,083 $8, 067, 011
................................ 2, 443, 566 2, 506, 363 2,001,108 2,184,414 3,745, 507 3,517,241
................................ 518,212 678, 568 None None 518,212 78, 568
220,387,662 | *18,304,757 | 227,248,654 224,427,813
NA NA NA NA
2 348,240 296, 187 2 348, 240 2296, 187
Days increased 90 to 120, 1960. NA NA NA NA NA NA
Full loan EKG, 1964. TB,
M. and N. covered 30 days
(Y), formerly excluded,
1960. .
NA NA NA NA NA NA
NA NA NA NA NA NA
NA NA NA NA NA NA
1, 286, 698 1,152,219 1,321,889 1, 220, 209 2,173, 696 2, 046, 498
423, 916 39;, 345 432, 248 f30, %‘15 1, 130, 742 1, 054, 575
110, 466 93, 887 , 48 16,
67, 956 62, 072 11, 004 B e 160, 642
4,716 4, 844 None None None
2, 850, 382 2,277,898 2, 856, 306 2, 511, 947 6, 049, 679 4,747,438
1,167, 505 1,101,893 1,115,028 1,214,977 2,178, 369 2, 200, 365
65, 983, 000 66, 80i, 000 60, 120, 000 61, 622, 000 70,074, 000 70, 491, 000
20, 088, 000 19, 636, 0600 16, 721, 000 14, 666, 000 21, 691, 600 21, 433, 000
497, 000 571, 000 None None 497, 000 577, 000
SP room allowance (was $15), NA NA NA NA NA NA
plasma and OP preliminary
tests included, 1961. $50de-
duetible, 1964, plasma and
OP tests included, 1961.
d NA NA NA NA NA NA
17, 606 11, 566 2, 590 1,943 17, 606 11, 556
Fl(lill OP (formerly, $15); 30 7,223,846 | 6,455,584 | 6,664,218 | 6,448,193 | 8,028,967 7,936,807
ays. .
M and N (formerly excluded) . 4,160, 551 4,004, 578 4,528, 269 4,718,458 5, 899, 201 5, 665, 695
76, 038 38, 686 None None 86,348 49, 682
10,310 10, 996 None NODE {oeoemcmccma [rmcccamamaee
18, 484, 831 17, 368, 680 18, 004, 410 16,157, 337 18, 484, 831 17, 368, 680
9, 761, 868 9, 875, 808 10, 063, 561 9, 830, 091 9, 761, 868 9, 875,808
504, 901 415, 544 None None 504, 901 415, 544
13 832, 439 13 705, 348 13 803, 654 13 663, 400 832,439 705,348
14 646, 991 14 631,997 14 839, 106 14 687,728 646, 991 631, 997
Increased private room allow- | 119,487,400 115,096,863 | 122,428,359 | 107,360,619 143,713,890 140, 612, 674
ance, noncontracting hospi- E
Eal benefits, M and N bene-
ts.
_____ O e 48,225,714 55,720,174 52,600, 266 53,458,181 61,305, 080 72,870,280
................................ 1,520,039 1,201, 040 1,139, 366 691, 655 1,520,039 1,201,040
Increased OP benefits, added NA NA 14,422,692 13,517,601 | 24 15,267,974 | 414,305,359
home care, 1963
NA NA 3,845,924 3,084,308 | 243,923,115 24 4,039, 260
NA NA 180, 457 186, 549 24 180, 457 24 186, 549
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4. TaBLE IV.—Summary of current rates, rate and benefit changes, and

Monthly family rates
Plan Anticipated rate or
benefit changes
Method 1964 1963 1960
New York—Continued
Syracuse:
G Coe . £10. 90 $10.90 $6.95 | Probable benefit increase in
next 2 years.
11.80 11.80 7.80 f.___ do. .
26.60 36.60 35.60 (... Ao
8.20 8.20 6.70 | Some change anticipated_.. ___
9. 60 9. 60 7.80 [-__.. doo . -
29 10. 66 29 10. 66 2010.066 |-.... A0
11. 60 9.19 [ R
12. 50 9.47
39.60 38.00
38.60 37.23
6. 60 6.60 6.60 |- ..
9. 55 9.55 9.55 | Approximately 10 to 20 per-
cent in fall, 1964,
36.50 36.50 36.50
15.80 15. 80
10.80 10.90 |,
8. 58 8.58 8.5¢ { Group experience rating._.____
6. 50 6. 50 6.50 | Rate increase, early 1965______
2 6. 50 2 6. 50 2 6.50 | Effective Nov, 15, 1965________
15.80 15. 80 None |..... do-....._.
10.90 10.90 None |..... do..
13. 20 13.20 9.95 | Posgible rate increase, 1965_ ___
16.15 16. 15
21.20 21.20
15. 60 15. 60
12.20 10. 30
11.90 10.30
311.50 311.50
11.10 11.10 9.60 | Rate adjustment of approxi-
mately 2214 percent effec-
tive Oct. 1, 1964.
10. 60 10. 90 9.00 |--.-_ do . .
11.80-14. 90 11.90-14. 90 10. 60
16.10-20. 10 16.10-20.10 13.80
37.95-9.95 37.95-9.95 None
8.10- 8.20 8.10- 8.20 7.55- 7.85 | Effective Apr. 1, 1964, $12.30
to $12.40 rate.
7.25 7.25 5.95
35.00 35.00 None
6. 50 8. 50 5.60 | Anticipate 20-percent increase
in next few months.
7.50 7.50 6.40
35.50 35.50 None
14.00 14.00 None
11.40 11. 40 9.10 | Anticipate 16- to 18-percent
increase shortly. Also im-
provements in OP and M
and N benefits.
[ 10. 30 10. 30 880 .. ._do..
Coie 27.00 37.00 37.00 (_..do_ ...
G 13. 55 13. 55 12,00 oo
Coeell 20.75 20.75 16.75 | Direct pay but not senior pre-
ferred rate, will probably be
increased June 1, 1964.
L& J S, Coaee 20. 00 20. 00 None
Oklahoma:
G 7.80 7.80 7.80
5.20 5.20 520
6.80 6. 80 6. 80
7.75 7.75 7.75 | Currently making bencfit
change and 6 percent rate
increase,

See footnotes at end of table, pp. 152-53.
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Premiums Claims Premiums Claims Preminms Claims
Benefit changes, 196064 earned incurred earned incurred earned incurred
(policy de- (policy de- | (policy de- | (policy de- (all plans), | (all plans),
seribed), 1963 | scribed), 1963 seribed), 1962 |'seribed), 1962 1963 1963
70 days (was 30-+90), 30 days $8, 382,019 $7,289,704 $7,959, 936 $5,993,229 | $10,099, 241 $8, 645, 007
M and N (was excluded),

2,952,814 2,922,427 2, 668, 966 2,522,256 2,991,572 2, 955,165
250, 269, 605 168, 616 133,932 250, 997 269, 605
1,296, 032 1,232,136 1, 606, 847 1,360, 895 2,400, 510 2,224,236
1,775,252 1,817, 691 1,854,239 1,754,038 2,029, 684 2,072,298
106, 836 121,104 69,917 76,464 106, 886 121,104
113, 408 103, 091 149, 540 127,732 163, 828 148,924
139, 877 150, 987 125,729 111, 554 156, 638 169,079
21,984 18,025 [{ NaA NAL enom 18,025
________________________________ 4,293,574 4,057,795 3,796,454 3,534, 642 6, 700, 396 6,176,677
None None 890, 669 849,972 | 21,560,261 241,466, 591

80,338 56,302 81, 567 36,041 '
172,643 112,372 None None 252,981 163, 674
................................ 11, 567, 161 10, 578, 564 10, 147, 857 8, 868, 078 11, 567, 161 10, 578, 564
3,923,930 3, 589, 256 3, 507, 296 3, 054, 336 3,923, 930 3, 589, 256
319, 026 219, 955 122, 029 59, 576 319, 026 219, 955
3,007,719 2, 584, 016 2, 966, 610 2, 464, 287 3,202, 457 2,731, 246
2, 43;, %?1 2,244, 296 2,282,140 2, 186, 235 2,472, 450 2, 267, 008

79,714 67,817 5,131 1, 401
3,684 556 66 Kows |} 83,398 68,373
2, 684, 762 2,712,186 3,199, 423 5, 286, 866 4,782, 664 4, 862, 501
- . 14 1, 502, 424 M 617,772 | 141,456,784 ] M1, 543,458 1, 502, 424 1,617,772
aemmcemmm—mmmmecmemcemmeenamn 885, 657 121, 169 None None 85, 657 121, 169
Various in- and out-patient 16,601,871 15,308, 310 14,977,251 13,907,268 26,469,123 25,085,871
benefit increases, 1960.
..... A0 oeeeeiimnae--| 116,208,143 | 14 15,739,008 | 14 14,492,160 | ¢ 14,452,827 16, 208, 143 15,739,008
49,174,085 44,791,970 47,108, 793 45,957, 520 57,523,367 52,700,978
20,876, 094 23,173,974 20, 061,076 23, 339, 685 20, 876, 094 23,173,974
None None None None None None
6,710,159 6,693, 350 4,934,790 4,813,421 12,108, 594 12,358,899
2,326,088 2,660, 154 2,456, 331 2, 557,039 2,974,379 3,286,142
123,820 129,622 86,142 65, 762 123,820 129, 622
1,234,401 1,266, 937 None None |ooceocefemceaccmeeo
1,534,260 1, 594, 957 None None 1,582,130 1,594,124
73,843 62,630+ None Nome |{ 1535 260 1,504,857
. - 6, 319, 455 7,084, 994 6, 951, 963 6, 314, 032 9, 519,103 9, 831, 964
................................ NA NA NA NA NA NA
e-m 363, 389 348, 967 270,022 220, 236 363, 389 348, 967
- 4,409, 848 4,315, 851 4,325,716 4,279, 387 7,265,013 7,045, 603
2,295,196 2, 466,471 1,913, 856 2,191,474 3,061, 647 3, 265, 489
. - - 3107, 317 n 135,273 None None 107,317 135,273
...... 137 532, 6}8 13 6, 561, ﬁ.’: . 1 ggg, ?}g} :' 5, 235§, 7f2>‘.1) 7,532,618 6, 561, 553
1 8, 300, 17,695, 4 8, , 09 47 5!

________________________________ - 615 o 118 g 0838571 L 8,300,615 7,695,118
................................ 1, 043, 069 867, 561 908, 689 759, 392 2,150, 676 1,960, 628
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4. TaBLe IV.—Summary of current rates, rate and benefit changes, and

Monthly family rates

Plan _ Anticipated rate or
benefit changes
Method 1964 1963 1960
Ore%\(lm-—Cont'mued
G. B I O SN $13. 60 $9. 50 $9.50 | Currently making beunefit
change and 17 percent rate
increase.

22.90 f2 17)8 II:JI'one ................................

15.70 4. one
9.45 8.85 6.10 | Based on merit rate changes._.

9.95 9.10 6. 60

11,14 11. 14 None

17. 54 17.54 None

89,80 29,70 2870

11.10 10. 50 8.70

37.00 37.00 316.00
21 50 21. 50 None

13.35 13.35 7.92

13.34 13.34 None
20. 84 20..84 None

312,15 12.15 10.10 | Probably within 12 to 24

months, 15 to 20 per-
cent increase and somse bene-

fit improvement.
12.95 12.95 10.60 |----_ dooo .
24.80 22.94 None
16.70 14.90 None
39.50 39.50 6.00
12.60 12. 60 8.15
19.20 10.20 None
10.70 10.70 None
358,30 38.30 7.95 | Rate increase and increase in
mental coverage in specialty
hospitals, July 1, 1964.
7.15 7.15 7.75 |-._. [ 1 S,
7.85 7.85 (A - T
10.00 8.30 8,20 [l
22.10 22.10 None |-..oooo o
17.10 17.10 None |- .
............... Self-adjusting___ 7.20 7.20 5,60 | Probable increase in next 2
years
NG.._ ... Rating formula _ 10. 00 9.00 7.20 |...__ (< [ S
SC__. ds 125.00 125.00 None |{..... do_ o .
110.10 110.10 L 1 1
13.05 13.05
25.00 25.00
7.70 7.70
9.43 9.45
38.75 38.75
@) )
11.95 9. 56
10.22 8.94
19.80 19, 80
14. 30 14.30
7.10 7.10
6.85 6. 85 6.85
36.50 36.50 None
9. 40 9. 40 9. 40
7. 50 7.50 7.50
28 44 %8 44 None

Sec footnotes at end of table, pp. 152-53.
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Premiums Claims Premiums Claims Preminms Claims
Benefit changes, 1960-61 earned incurred earned incurred earned incurred,
(policy de- (policy de- | (policy de- | (policy de- (all plans), | (all plans)
scribed), 1963 | scribed), 1963 | seribed), 1962 | scribed), 1962 1963 1863
................................ $1, 364, 890 $1, 213, 841 $1, 313, 301 $1,171,137 $1, 364, 890 §1,213, 841
87,489 52,783 None None 1
44,619 23,013 - None Nonme | 13%108 75,796
Waiting periodsreduced, 1962; 3,918,917 3,657,996 3,900, 416 3, 565, 765 7, 538,478 6, 833, 453
OP benefits included, 1963.
d 2,199, 941 2, 27{, 408 2,061, 411 2,053, 091 2,199, 941 2,277,408
76, 557 51,610 62,417 34, 77 -
; I it a1l 104,65 75,450
4,282, 386 3,927,258 4,242, 029 3, 995, 912 6, 442, 002 5, 920, 081
3, 658, 082 3, 765, 835 3, 065, 109 3, 283, 055 5,329, 493 5, 574, 086
190, 944 154, 629 128, 070 120, 346
87,164 . 64, 044 None None } 278,108 218,673
................................ 27, 225, 585 25, 069, 582 23, 627, 025 22,613,845 51, 170, 480 46, 303, 048
.......... 14, 146, 689 15, 084, 937 13, 298, 812 14, 210, 421 21, 895, 609 21, 882, 994
T } 1,113, 518 1,114, 579 432, 540 326, 253 1,113, 518 1,114, 579
Mlgﬁzservicc included 654, |* 14,106,050 12,836, 809 12,673,365 12,713, 540 46,148, 751 41, 042, 809
1962,
................................ .10, 801, 055 11,625,153 9,031,224 10,253, 495 16, 941, 548 17, 626,353
2,117, 802 1,943,235 1. 320, 886 1,213,295 2,117,802 1,043,235
Nuégaber of days increased, 4,979, 549 4,449,042 4,411,077 4,104, 054 6, 829, 722 6,083, 740
_____ O 3,057, 606 3,370,;936 2.8‘23\}.303 3, 10%. 534 4,224,612 4, 508, 599
60, 872 50, 583 None None
43,755 28, 484 None Nons || 104627 79,067
Number of days inercased, 6,864, 714 6, 829, 027 6,760,717 6,194,111 9,952, 796 9, 827,643
1963. .
..... L 1 2,034, 9950 2,092, 067 2,074, 840 2,012,316 4,695, 647 4,915,518
................................ 2,097,673 1,942, 527 1,856,611 | 933,176 3, 896, 526 3,518,109
Room all%wance increased $8 250,153 232, 586 209, 891 203, 573 474,285 399, 411
to $10, 1962.
44,229 25,812 None None |}
13, 561 11,512 None None |[f 99790 37,324
13 18, 760, 147 | 13 18,243,272 | 13 16,801, 149 | 13 15,901, 929 18, 760, 147 18,243, 272
145 002,132 | 146,478,150 | 145,730,505 | 145,847,408 5,902,132 6,478,150
138, 901 ¥ 125, 000 None None 138, 901 38 125, 000
474, 683 460, 557 467, 512 402, 595 976, 824 914, 546
756, 767 780, (28 782, 069 787,420 756, 767 780, 028
3,644 1,728 None None , 644 1,728
................................ 3, 500, 376 3, 253, 281 3,171,079 2,977,104 6, 555, 909 8. 085, 184
R 2, 755, 893 2, 640, 748 2, 836, 055 1, 96;, 228 5,402, 447 5, 647,403
............ 382, 576 385, 187 128,371 69, 150 -
Increased, 1963 17,932,841 | 17,385,845 | 15,751,893 | 15,215,953 } 18,315, 417 17,741, 632
Increased noncontracting hos- 1, 533, 251 1,607,611 2,199, 407 2,227,417 2, 506, 080 2,713, 250
pital benefits, 1963.
di 408, 286 476,828 549, 005 600, 317 484,399 542,445
36,415 35,407 43,925 47,618 36,415 35,407
13 350, 760 13 251, 649 13 346, 151 13 213, 140 350, 760 251, 649
# 60, 606 14 125, 536 H 59, 200 14111, 234 60, 006 125, 536
4,394 4,118 None None 4,394 4,118
5, 186, 962 4,004,146 4, 535, 768 3,061, 253 7,357,076 G, 875, 709
3,072,395 2,977,823 3, 084, 362 2,675, 814 3,634, 574 3, 556, 781
69, 059 39,119 23,878 X 69, 059 39,119
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4. TasLe IV.—Summary of current rates, rale and benefit changes, and

Monthly family rates
Plan Anticipated rate or
benefit changes
Method 1964 1963 1960
Virginia—Continued
Roanoke:

[ S, [ $8.30 $8.30 $6.60 | Rate changes anticipated
within 1 year; amount of in-
crease not established. No
benefit changes.

9.05 9, 05 7.10
310. 50 310. 50 None
8875 8.75 8.75
9. 50 9. 50 9. 50
2 8. 50 29 8. 50 8. 50
. 3 27. 50 27.50 None
West Virginja:
Bluefield:
[ € SR [ 9.20 9.20 6. 85 [cee oo
10. 00 10. 00 755 {amem e
123.60 123.60 B oL S RO
9.10 9.10 9.10 | Approximate 25 percent rate
increase Aug. 1, 1964.
8.40 8.40 8.40 |-eneat do. -
8.30 8.30 A £ T PPN
10.35 10.35 9.05
21. 20 21. 20 None
19.70 19.70 None
10. 80 10. 80 10. 80
12.85 12.85 12.85
23.30 23.30 None
4214.55 4214, 55 4213.30 | Anticipate rate increase,
Sept. 11, 1964, for NG and
S8C. Undecided on com-
munity group. No benefit
change.
¢ 15.00 15.00 d;
SC No.1.. 124.00 124,00
SC No.2._...__...c [ 6 J R 1 30. 00 130.00
Wyoming:
[ ¢ S 4.85 4.85 4.85 | Rate increase anticipated
next 12 months.
NG 10. 90 10. 90 di
SC No. 1. 17.50 17.50
SC No. 2. 16. 50 16. 50
Legend:
G=group.

NG =nongroup.

SC=senior citizen plan (No. 1, No. 2, etc, where more than — plan offered).
C=community rating. .

E=experience or group experience rating.

E (mod.)=modified experience rating.

M =merit rating by group or class.

Class=rated as separate class.

N A =not availahle.

OP=outpatient bencfits.

1 Hospital-medical-surgical (usually Blue Cross-Blue Shield) combined.

2 1962-63 combined data.

3 Single, rather than family, rates.

4 New groups.

5 Still in effect in “low use’’, groups.

¢ Community rating through August 31, 1962; experience rating thercafter.

7 Rate for groups under 50.

8 Experience by group and classification after 1962.

9 Groups of 35 to 99. .

10 Totag for plan. (Plan docs usually tabulate experience for each type of contract.
in totals.

1t New group base rates.

12 Partial group experience rating.

13 Total group experience.

14 Total nongroup experience. .

15 1962 and 1963 combined for each type of plan; premiums calculated.

18 Groups of less than 100,

Senior data given is included
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Premiums Claims Premiums Claims Premiums

scribed), 1963 | scribed), 1963 | scribed), 1962 | seribed), 1962

Claims
Benefit changes, 196064 earned incurred earned incurred earned incurred
(policy de- (policy de- | (policy de- (policy de- (alllgé%ns), (alllg(ligns),

................................ 13 34,867,175 | 13 $4, 281,146 | 13 $4, 547, 410 | 13 $3, 845, 151 $4, 867,175

2, 084, 491 2, 689, 818 ' 2, 046, 609 2, 401, 382 2,084,491
38, 950 23, 520 None None 38,950

day; no rate increase.

533,346 41 470, 610 41517, 878 41511, 914
................................ 7,303,923 6,711, 647 6, 360, 259 5, 587, 552 12, 862, 766

2,787,915 2,323,414 1, 064, 055 999, 355 3, 336, 547
156,022 109, 978 None None 156, 022
668, 247 641, 561 637,935 581,428 834, 494
277,765 274,149 301, 749 301,721 565, 863

36, 570 24,779 27,277 13,811 } 42 237
5, 667 3,083 None Noane it

$4, 281, 146

2, 689, 818
0

d

Raised Alaska benefits $4 per | 401,819,412 [ 401,631,341 | 401,733,044 [ 401,466,440 | 401,819,412 401, 631, 341

..... A0 o mooo.| 403,241,220 | 402,796,380 | 403,058,754 | 492,632 027 | 403,241,220 40 2,796, 380
10 66, 443 40 36, 436 022,155 4011,197 40 66, 443 40 36, 436
Increased outpatient benefit NA NA NA NA NA NA
and allowance to better
accommodation.
NA NA NA NA NA NA
NA NA NA NA NA NA
.............................. . 568, 667 616, 688 483, 312 - 475, 646 796, 600 878,734
................................ 402, 002 475,834 419, 582 440, 903 728,618 811, 394
Lengthened outpatient time 333, 764 335, 869 326, 967 309, 709 395, 640 398, 144
limit. Added M.N. and
TB coverage. i
d 389, 271 363, 075 375, 895 381, 958 389, 271 363, 075
7,953 6, 530 None None 7,953 6, 530
................................ 1, 585, 757 1,472, 524 1,511,921 1,478, 222 1, 585, 757 1,472, 524

20726 | dsan 0t | WATISL) (1535306 )y gug o7z | a1, 016,585

11, 659, 370

2,703, 467

109, 978

787, 563

571,126
27,862

17 Rirst quarter rates, groups of 50 and over.

18 Total group. Several large groups having a conunon benefit pattern and average rates used to develop group

experience.
1% Included in nongroup.
2 Low utilization rates in Iowa.
2 Towa rates (different in South Dakota).
2 Single rate, Iowa.
23 Not a full year’s experience,
24 1962 data only.
# Rate differential is due to area—low cost and high cost.
26 Total 1962-63 cxperience for type of plan.
27 $13.59 if under age 65.
28 $12,85 if under age 65.
# Hospital-surgical-medical, single (rather than family) rate.
30 Self-actjusting rate formula.
2 Feb. i, 1963, to I'eb. 28, 1964, expericnce.
32 Included in nongroup, since both categories pay same dues and are rated together.
3 Initial rate for groups of 175 or more.
3 Groups of 41 to 75 emnployees.
35 Rates for less than 50 in group.
3 SC coverage has not been in force long enough to estimate incurred claims to a high degree of accuracy.

37 $8.68 combined Blue Cross-Blue Shield per recipient, of which plans retain $0.26 for administrative costs.

38 1963-64 Alaska rate, $7.85.

3 Hospital-medical-surgical, 1964 Alaska rate, $31.50.

40 Hospital-medical-surgical, total premium for type of plan (@, NG, SC).

{1 NC includes conversion plans only; SC includes direct pay and senior plan,
12 Groups of 25-49.

Source: Blue Cross Association.

O



