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Sept. 10, 1965 

A D M I N I S T R A T I V E C 0 N F I D E N T I A L 

HEALTH CARE TASK FORCE 
Summary of Proposals 

1. A program which would enable every child to have the medical 
care he needs to develop fully his capabilities. The standards 
of the program should be based on health considerations rather 
than ability to pay. 

Estimated cost: First year, $471 million: five-year 
projection, $4.1 billion 

The major emphasis is on an expanded maternal and child 
health and crippled children's program. The proposals 
include increased funds for the provision of services 
and grants for expansion of ambulatory care facilities 
(e.g., neighborhood health centers), intensive care units 
for high risk infants and specialized facilities for the 
care of the chronically ill and handicapped children. 
The proposals would increase present fiscal year 
authorizations to $411 million in 1967. Five-year 
total of $3.47 billion is projected. 

Additional proposals in mental retardation, family 
planning, school health, immunization, dental caries 
and a Presidential Commission on Maternal and Child Health 
are included which would cost an additional $60 million 
above current authorizations. 

2. A program of increased Federal assistance for modernization of 
obsolete hospital and medical facilities. 

Estimated cost: Fir~t year, $526 million: five-year 
projection, $2.73 billion 

Two alternative approaches are proposed to modernize 
obsolete hospital facilities and provide the required 
number of new hospital beds. The first proposal is 
essentially an expansion of the present Hill-Burton 
program of grants for construction of facilities. The 
second proposal would abolish the existing program and 
replace it with a new Federal loan program. Thus, 
instead of the government granting funds, it would 
subsidi.ze the cost of money directly through loans or 
through the payment of interest on conunercial loans. 

1 

https://subsidi.ze


The funds would be equally available for both modernization 
and new construction. A third approach, combining a 
mixed grant/loan subsidy program could also be developed 

i ' 

The suggested expanded grant program would increase 
current expenditures from $220 million to $350 million 
with the major increase in funds for modernization and 
replacement • 

."'-
The loan program, if direct, might require $3-$4 billion 

in the next ten years. If the government paid the interest 
on loans, it could require $100-$150 million annually. 

It is essential in considering these proposals to recognize 
that the loan program has been considered and rejected 
repeatedly by the Public Health Service in the last 15 
years because of the possible increase in patient care 
costs and the popularity of the present Hill-Burton pro­
gram in Congress. These considerations must be w~ighed 
against the fact that the program will probably always be 
underfinanced, it has met few of the metropolitan hospital 
needs, and it is now considered a deterrent to further 

1. 

I 
development of hospital facilities by some leaders in the 
field. 

The other significant proposals include a major program 
of support for group medical practice; for construction 
of community mental ret2rdation facilities; for research 
and demonstration in hospital design, construction and 
operation; and for renovation of Public Health Service 
hospitals. The preliminary estimated program costs 
are group practice, $50 million; mental health centers, 
$95 million; research, $20 million; and Public Health Service 
hospitals, ·$11 million annually (average over three years) • 

3. . A program for the construction of new nursing and other extended 
care beds to meet expanded needs and reduce hospital costs. 

Estimated cost: First year, $175 million; five-year 
projection, $875 million 

A program is proposed to increase the annual authorization 
for constructing long-term care facilities to $125 million 
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annually and to develop a special project grant program 
of $50 million to demonstrate the advantages of long­
term care complexes specifically designed for the aged • 

. These programs would permit public or nonprofit agencies 
to effectively enter the field that is currently dominated 
by proprietary nursing homes. The program would not, 
however, detract from the opportunities for private 
profit making institutions to develop. 

4. A program for better utilization of existing and prospective 
nursing and other non-hospital .bed capacity. 

Estimated cost: First year, $23 million: five-year 
projection, $85 million 

The heart of .this program is a major expansion of Public 
Health Service grants for the development of home care 
services by hospitals. In addition, recommendations are 
made to provide patient evaluation and utilization review 
program support. 

5. Additional personnel training proposals to meet both existing 
and future demands for medical and paramedical personnel. 

Estimated cost: First year, $200 million; five-year 
projection, $1.02 billion 

New programs are proposed to provide large-scale Federal 
support for the education and training of middle-level 
health professionals (e.g., physical therapists, occupa­
tional therapists) and for a program of vocational educa­
tion for all categories of health workers with 1-2 years 
of post high school education, based on the existing 
practical nurse training program. The combined cost of 
these programs would be $330 million in 5 years or an 
average of $66 million per year. 

Additional programs are proposed to initiate or expand 
Federal assistance in continuing education of physicians, 
nurses and other health personnel; in financial support 
for physicians during internship and residency; to aid 
in the recruitment of individuals for health careers; and 
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to develop a major staff and research program in all 
aspects of health manpower. These programs could cost as 
much as $792.5 million over a five-year period. The 
estimated maximum first year cost could be $152 million. 

6. Other program proposals which could achieve significant medical 
gains in a relatively short time. · 

Estimated cost: First year, $143 million; five-year 
projection, $970 ·million · 

Ten proposals are submitted suggesting support for two 
major international health programs; a program for detection 
and treatment of cervical cancer; two medical care projects 
(intensive care units, conununity health care); a training 
program for ambulance drivers; a program to effective~y 
combat dental caries and another for salmonellosis; a 
major program to develop biomedical information systems 
(Statewide, hospital, medical school, group practice, 
medical libraries and health departments); and a nation-
wide program to encourage physical fitness and proper 
nutrition, particularly among children and youth. Preliminar y 
estimates were possible in only six of the ten proposed 
programs, and these would cost an estimated $143 million 
the first year with a five-year projection of $970 million. 
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1. A program which would enable every child to have the medical 

care he .needs to develop fully his capabilities. The standards 

of the program should be based on health considerations rather 

than ability to pay. 

Sununary - $471 million for one year, 5-year projection $4.1 billion 

The major emphasis is on an expanded maternal and child 

health and crippled children's program. The proposals include 

increased funds for the provision of services and grants for 

expansion of ambulatory care facilities (e.g., neighborhood 

health centers), intensive care units for high risk infants and 

specialized facilities for the care of the chronically ill and 

handicapped children. The proposals would increase present fiscal 

year authorizations to $411 million in 1967. A five-year total 

of $3.47 billion is projected. 

Additional proposals in mental retardation, family plan-

ning, school health, immunization, dental caries and a Presidential 

Conunission on Maternal and Child Health are included which would 

cost an additional $60 million above current authorizations. 
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The Problem 

In 1963, of the nation's population of approximately 

187 million almost 40 percent were under 21 years of age. This 

represents a 33 percent increase in the child population in a 

decade. The pace of population growth has been accompanied in 

the past 20 years by an even more rapid growth of population 

in metropolitan areas. 

Of the 34.6 million persons living in poverty during 1963 

nearly 6 million were children under the age of 6, and 9 million 

were aged 6 through 17. Households judged poor thus included 

nearly a fourth of the nation's children under 18. An additional 

7 million children are being raiaed on an income that, although 

above the poverty line, is&ill within its specter. 

The family with income below the economy poverty line 

was larger, averaging about 4 persons, than the family with 

higher income, which had on the average 3.5 persons. The poor 

- families, as a group, averaged two children each and the non-poor 

had one child. Poor households were larger, on the average, 

than families that were better off. Mainly, they included fewer 

adults and more children. Among famiiies with children, the poor 

had more children. Of the 15 million children counted as poor, 
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nearly half were in families with five or more children, but 

the income for many of these large families wa s so low that 

they would be poor even if they had no more than two children 

to support. Not only were there more children in poor families, 

there were younger children, especially preschool children under 

age 6, making it more difficult for the homemaker to take 

employment and raise family income. 

Of all the persons counted as poor, 10.7 million, or 3 

out of 10, were non-white, reflecting the fact that the non-white 

population sustains a risk of poverty about three and one-half 

times as high as white persons. Indeed, it can be aaid that one 

out .of every 2 non-whfte persons had to be considered as poor 

in terms of 1963 income. For young children the incidence of 

poverty was closer to 3 in 5. Non-white children under -the age 

of 18 in families below the poverty line accounted for 5 3/4 

million of the 15 million children considered in poverty. 

A non-white child had four times the char.=e of being 

raised in economic deprivation as a white child, a disadvantage 

that was likely to continue in much this same degree almost 

throughout a lifetime. It would be less disturbing if poverty 

struck at random, with no one group signled out. The data make 

it clear that this is not so. Many of our children, because of 
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their color, the occupation of their parents, or the place they 

happen to live; because they have come into a family that will 

be a minus a father long before they are grown, or even because 

too many children have already arrived before them, are forced 

to live in poverty. 

Of the 15 million children being reared in poverty, 6~ 

million, or 43 percent, were growing up in a home with at least 

5 youngsters under age 18. Indeed, the poverty rate among fami­

lies rose sharply from 12 percent, when there was one child in 

the home, to 49 percent when there were six or more children. 

The number of families of six or more persons in poverty 

probably increased during the last decade. 

More than one-third of all poor children were in families 

in which the head was currently unemployed or out of the labor 

force, but nearly 40 percent of the children in poverty were in 

families of a worker with a full-time job all through 1963. 

Families of fully employed heads were in poverty partly because 

they were large -- 20 percent had at least five children compared 

to only 5 percent of those who were not poor. 

With changing patterns of family stability, many women 

are being left to bring up their children alone -- especially 

among the non-white population. In 1960, only two-thirds of 
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the non-white children under age 14 had both their father and 

mother in the home. The current statistics. suggest that about 

6 percent of white children and more than 20 percent of non-

• white children were living only with their mother. 

Of the V2 million children under age 6 living in March 

1964 in a family headed by a mother, but with no father present, 

600,000 had a mother either working or looking for a job. 

Seventy percent of these children were in the poverty status, 

compared with 90 percent of the fatherless children with mothers 

not in the labor force. 

By standards prevailing in most States, even if a mother 

could qualify for aid, the amount paid would probably leave her 

and her family below the poverty line. In only 4 States would 
I 

I. the maximum amount payable to a mother of three, assuming she 

met all the eligibility requirements, be as much as 90 percent 

of the economy poverty threshold. 

In 1963 the average family of four living in poverty would 

have about 70¢ per day per person for food and only $1.40 for 

everything else. It has been estimated that it would take an 

aggregate of $11.5 billion to raise all the poor just to the 

economy poverty level and an additional $8 billion to bring them 

up to the low-cost standard. 

I ' 
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Although there have been impressive improveme.nts in the 

availability of health services and in overall morbidity and 

mortality figures, there is increasing concern with the widening 

gap between our goals in child health and the present realitie·s 

as illustrated by the different infant and maternal mortality 

rates among the rich and the poor. comparing trends for ten 

selected countries since 1935 it is evident that the infant 

mortality rate in the United States commenced to level off in 

1950, whereas in ten other economically developed countries it 

continued to fall. If present Swedish infant mortality rates 

prevailed in the United States, approximately 40,000 fewer infant 

deaths would be recorded each year. In the United States the 

primary determining factors in this are those associated with 

poverty. The effects of poverty and the lack of adequate hous-

ing, education, health services, recreation, employment opportunity, 

and social mobility are reflected not only inhi.gh infant mortality 

but in the development of chronic, disabling physical and 

emotional disorders which markedly affect the ability of children 

to learn and to participate effectively in modern society. 

Certain segments of the childhood population have high 

morbidity and mortality rates ascribable to causes that have 

been successfully controlled in other groups. This high risk 

population is generally in the lower socio-economic gro~p. Non-
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white neonatal mortality rates are half again as high as those 

of white infants and mortality rates for non-white infants 1 

through 11 months are three times those of white infants. The 

problems accounting for these excess morbidity and mortality 

rates among non-whites are basically related to poverty, ignorance, 

and indifference. Success in controlling the infectious diseases 

that are largely responsible for these high infant mortality 

rates has been achieved in middle and upper income groups 

through sanitation, good nutrition, adequate housing, immuniza­

tion, proper prenatal and obstetrical care for women and proper· 

child health services. 

Poverty and its attendant circumstances are clearly the 

sources of increased health hazards, many of which can be pre­

vented or ameliorated by comprehensive health care services of 

high quality. The existing fragmentation, inferior quality and 

availability, lack of coordination, and varied distribution of 

medical care services available to the poor militates against 

such a possibility. More attention must be given to this as a 

national health and political problem requiring coordinated, 

effective action at the local, State, and Federal level. Concern 

for the problem must not remain within the province of compart­

mentalized government bureaucracies and professional disciplines 

involved. 
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It is now recognized that low birth weight babies (5~ 

pounds and below) represent not only those that are born pre­

maturely but also a sizeable number who are full-term but 

critically small at birth. The total of low birth weight 

infants in this country is nearly 334,000 annually, or about 

8 percent of the over 4 million annual births. It is significant 

that this 8 percent of total births accounts for over half of 

all neonatal deaths. Many of those who survive suffer permanent 

damage. 

There are a large number of children suffering from 

chronic physical and emotional disorders which markedly limit 

their ability to achieve adult levels of physical, intellectual, 

and social function and which are modifiable in some degree -­

prevention, amelioration, compensation, or cure. For example, 

of the 4.1 million children born each year, about 3 percent 

(123,000) -- at birth or later will be classified as mentally 

retarded. The 29,000 children in 1964 who were served by the 

94 clinics in the country supported with maternal and child 

health and crippled children's funds represents only a small 

fraction of the children who need this kind of help. A la.rge 

number of these children also have physical handicaps. Despite 

the growth in the number of clinics serving mentally r e tarded 
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children, and the increase in the number of children served, 

waiting lists remain long. Lack of sufficient numbers of 

trained ' personnel to staff clinics is a major reason why applica-

tions for services for mentally retarded children exceed existing 

resources. 

Additional disorders of this type would include major 

congenital malformations; severe sensory d,e fects (e.g., vision, 

hearing}; neurological disorders . ~nherent and acquired}; other 

major chronic disease's and hereditary disorders, etc. . The 

predominant unmet handicapping conditions of today's children 

in the United States are, however, social and psychological, not 

physical. Much of the psychiatric care is after the fact rather 

than preventive. 

A number of children are born today with only a slight 

chance of achieving their developmental potential. It is. apparent 

that some families are not equipped socially, intellectually, 

economically, or emotionally to provide an adequate environment 

for child development. conception of the child should be 

desired and planned by parents. At the present time family 

planning advice and services are not equally available to the 

rich and the poor. 
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The problem of school health cannot be viewed in its 

usual narrow context but it must be considered within the frame­

work of the health of children of school age. The usual program 

of school health includes a healthful environment, health ser­

vices, education of the handicapped, and health education. 

school health services often constitute a major component of 

community health services. In many communities, the money 

expended, personnel involved, and services rendered far exceed 

that of other official and voluntary agencies combined. It has 

been estimated that over $100 million is expended each year in · 

school health programs, most of it in local funds, and nearly 

20,000 professional health persons are involved either on a part­

time or a full-time basis. 

Notably among the deficits in today's educational program 

is health education. Present health education programs are a 

sorry blend of morality, folklore, distortions and incompetence. 

Studies indicate that a majority of teenagers experiment with 

alcoholic beverages before graduation, often beginning at age 

13-14; a majority of smokers begin between the ages of 10 and 15 

(one million of today's school children will die of lung cancer 

before reaching age 70 if present smoking patterns and death 

rates for smokers continue); early promiscuity and illegitimate 
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births are on the increase (nearly 40 percent of unwed mothers 

are 15 to 19 years of age); venereal disease infects more than 

250,000 young people annually. 

Although these problems may derive largely from unstable 

socio-economic and psychological factors, they also reflect 

misinformation and distorted attitudes that might have been 

prevented by sound health education. 

Present Programs 

There are a variety of programs which have a direct or 

indirect bearing on the health of children. The basic legal 

authority for the programs developed through the Maternal and 

Child Health and Crippled Children's Programs in the Children's 

Bureau dates to the basic act of 1912 (42 USC, Ch. 6); Socia~ 

Security Act, Title V, Parts 1 and 2 (42 USC, Ch. 7, Subch. V): 

Reorganization Act of 1945; and the new Child Health Program 

Amendments P.L. 89-97. These new amendments permit an expansion 

of present programs in such a way that it will be possible to 

coordinate programs effectively at the local level with boards 

of education, welfare departments and health departments. The 

Mental Health Project Grants administered by the National Institute 

of Mental Health, as well as the new legislative authority to 
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support programs in mental health and mental retardation, help 

to cover previous gaps in services available. 

Additional funds to support child health programs are 

provided by the Economic Opportunity Act, Public Health Service 

grants for migrant workers health programs, and by the broadened 

program authorized for the Office of Education. 

The present Federally supported State crippled children's 

prograrrsfor the medical care of crippled children reach less 

than one-half of the children requiring such services. There 

are approximately 375,000 children receiving services, but at 

least an additional 483,000 who need them. There are many 

potentially handicapping conditions (e.g., epilepsy) that are 

infrequently included in State programs. In the case of epilepsy 

about 40,000 children (over six times the number served in 1959) 

would receive care if all the States provided service at the 

optimum level . Expansion of services for conditions in certain 

· other diagnostic groups to their respective optimum rate levels 

would benefit other children as follows: the number of children 

with strabisrnus who would receive physicians' services would be 

increased from 10,709 to about 68,800; with diseases of the ear 

and mastoid process, from 20,540 to some 192,000; with congenital 

heart and other malformations of the circulatory system, from 

14,450 to over 59,500. As a group, children receiving services 
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for different types of congenital malformations would increase 

in number from 61,367 to over 230,000. 

The lack or inadequacy of maternal and child health 

services, including family planning, financed under existing 

programs is clearly evident. An increasing number of State 

Governments are supporting family planning services through 

local health and welfare programs. The number has risen from 

12 in 1960 to 26 in 1965. The Federal Government supports local 

family planning services through general grants in aid to States 

under a program administered by the U.S. Public Health Servicei 

through a grant in aid program for maternal and child health 

adrni'nistered by the Children's Bureau of the Welfare Administra-

tion; through the public assistance medical care programs sup-

ported by grants administered by the Bureau of Family Services 

of the Welfare Administration; and through community action pro-

grams supported by grants from the Office of Economic Opportunity. 

The number of individuals utilizing family planning ser-

vices and the amounts spent for this purpose is not knO\m. 

The Child Health Program Amendments under P.L. 89-97, 

increase the funds available for maternal and child health ser-

vices over current authorizations by $5 million for Fiscal Year 

1966 and by $10 million each succeeding year. The funds will 

\. 
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increase from $45 million in Fiscal Year 1966 to $60 million 

in 1970 and after. The authorization for crippfed children's 

services and child welfare services are increased by the same 

amounts. Such increases will assist the States, in all these 

programs, in moving toward the goal of extending services with 

a view of making them available to children in all parts of the 

State by July 1, 1975. 

Under Part 4 of Title V of the Social Security Act (as 

amended) grants for special maternity and infant care projects 

are authorized to reduce the incidence of mental retardation 

caused by complications associated with childbearing. The 

authorized appropriations will increase from $5 million in Fiscal 

Year 1964 to $30 million annually for 3 years after Fiscal Year 

1965. 

There is authorization in P.L. 89-97 for grants to insti­

tutions of higher learning for training professional personnel 

for health and related care of crippled children, particularly 

the mentally retarded and children with multiple handicaps. The 

funds authorized will increase from $5 million in 1960 to $17.5 

million by 1969 and each succeeding year. 

A new provision is added, authorizing the Secretary of 

Health, Education, and Welfare to carry out a 5-year program of 

special project grants to provide comprehensive health .care and 
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and services for children of school age, or for preschool 

children, particularly in areas with concentrations of low­

income families. The grants are to State health agencies, to 

the State agencies administering the crippled children's program, 

to' any school of medicine (with appropriate participation by a 

school of dentistry), and any teaching hospital affiliated with 

such school, to pay not to exceed 75 percent of the cost of the 

project. Projects will provide screening, diagnosis, preventive 

services, treatment, correction of defects, and aftercare, 

including dental services, for children in low-income families~ 

An appropriation of $15 million is authorized for the 

Fiscal Year ending June 30, 1966; $35 million for the Fiscal Year 

ending June 30, 1967; $40 million for the Fiscal Year ending 

June 30, 1968; $45 million for the Fiscal Year ending June 30, 

1969; and $50 million for the Fiscal Year ending June 30, 1970. 

The passage of the Maternal and Child Health and Mental 

Retardation Planning Amendments of 1963 (P.L. 88-156) authorized, 

for the first time, grants to States and Territories for compre­

hensive mental retardation planning. The planning is collaborative 

and interagency in nature, with participation of agencies 

responsible for services in education, employment, rehabilitation, 
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welfare, health, and the law, including both community agencies 

and residential programs. Funds totaling $2.2·million were 

made ·available for two fiscal years, 1964 and 1965. 

Basic planning grants of $30,000 each were allocated and 

awarded to all the States and Territories (except American 

Samoa), and supplemental planning funds totaling $579,998 were 

awarded to a total of 35 States and Territories for a variety 

of extended planning projects. These grants have made it pos­

sible for the States and Territories to begin comprehensive 

mental retardation planning. Close Federal-State liaison has· 

been maintained in this effort. 

The majo.ril:y of ·states are well along in their planning, and 

are discovering areas of concern that will require considerable 

coordination of activities. Some of these areas of concern are: 

lack of adequate statistics on the extent and distribution of the 

mentally retarded in the State; attention to special needs of 

the retarded in certain ethnic groups within the total population; 

and planning at the corcmmnity level and integration of this 

planning with the overall State plan. 

P.L. 89-97 extends the grant program be9un under P.L. 

88-156, thus enabling the States to begin implementing their 

comprehensive plans to combat mental retardation. The program 
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will provide the States with long-·cerm experience in collaborative 

activities, and will more clearly demonstrate to them the value 

of this relatively new approach in mental retardation. 

The Mental Retardation Facilities and Mental Health 

Centers Construction Act of 1965 (P.L. 89-105) amends two exist-
..'· 

ing laws which provide funds for training of teachers of handi-

capped children and research and demonstration projects related 

to special education. 

The program of training of teachers of mentally retarded 

and other handicapped children is extended for an· additional 

three years. The existing law authorized the program through 

June 30, 1966. The present Amendments extend it through June 30, 

1969. Authorizations for appropriation will increase from 

$19.5 million in Fiscal Year 1966 to $37.5 million in Fiscal Year 

1969. 

The research and demonstration program is also extended 

to 1969 with increased authorizations for appr~priations. The 

present law authorized funds only through June 30, 1966. In 

addition, as part of the research and demonstration authority, 

the Corrunissioner of Education is authorized to make a grant to 

an institution of higher learning for the construction, equipping 

and operation of a facility for research and demonst r ation in the 

field of education of handicapped children. Authorization for 



appropriations will increase from $6 million in Fiscal Year 1966 

to $14 million in 1969. 

I ' 

From 1958 through 1963 the Office of Education administered, 

under the provisions of P.L. 85-926, a graduate fellowship pro­

gram in the education of the mentally retarded. In October of 

1963 this law was amended and vastly expanded by P.L. 88-164 to 

include not only the area of the mentally retarded, but also the 

areas of the seriously emotionally disturbed, deaf and hard of 

hearing, crippled and other health impaired, speech handicapped 

and visually handicapped. 

In addition, the $1 million authorization was increased 

to $11.5 million for Fiacal Year 1964, $14.5 for Fiscal Year 

1965, and $19.5 for Fiscal Year 1966. 

For Fiscal ·Year 1965 approximately $36,000,000 was requested 

by 254 institutions of higher learning and 50 State education 

agencies applying for participation in the program. The total 

of $14,500,000 was available and awarded. Over $14 million was 

requested for the training of teachers of mentally retarded 

children. 

Approximately 2,500 persons will receive training in the 

education of the mentally retarded under Fiscal Year 1965 funds. 

At least 55,000 trained teachers of the mentally retarded are 

needed. 
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During the second award year (Fiscal Year 1965) of the 

expanded grant program under P.L. 88-164, 153 coLleges and 

universities were awarded grants in the education of the mentally 

retarded. These colleges and universities were located in 47 

States, District of Columbia, and Puerto Rico. In addition, each 
~ 

of the 50 State education agencies was awarded grants in the 

area of mental retardation. 

In addition to training of teachers, P.L. 88-164 also 

authorizes a 3-year research and demonstration program in the 

education of handicapped children. Authorized to be appropriated 

each year was $2 million. In Fiscal Year 1964, $1 million of 

the $2 million was appropriated. During this year, the Office 

of Education received almost $6 million in requests. TWenty-two 

percent of the proposals were funded. 

In Fiscal Year 1965, the full authorization was appropriated. 

Approximately $850,000 was used for continuation costs and 

$1,150,000 for new research. It is estimated that project 

applications requesting approximately $7 million were processed 

this year. 

The new construction program in P.L. 89-105 deserves a 

special word. The research center constructed under this program 

would have the major objectives of research, demonstration, and 

dissemination. It would concentrate human and financial resources 
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on the critical and difficult problems involved in the education 
. 

of handicapped children, and would bring together the best 

researchers and ti1e best~achers, as well as research trainees. 

The 1965 Social Security Amendments include a new medical 

assistance program for the needy under Title IX. The establish-

ment of a new medical assistance program under the Social 

Security Amendments of 1965 should do much to improve the quality 

and quantity of medical care and services made available to per-

sons unable to pay for such care. Up to this time the medical 

care provisions of the public assistance programs have tended 

to be piecemeal with few or no statutory requirements. In put-

ting all of these provisions under a single program, with a more 

adequate statutory base and Federal participation that is both 

higher and uniform for all aged groups (including children) 

relatively immediate improvement and progressive improvement in 

the next decade should result. 

The new law requires that any State entering into the 

program provide, no later than January 1, 1967, inpatient and 

outpatient hospital services, laboratory and x-ray services, 

skilled nursing home services for adults, and physicians' services. 

By the same date it requires that States pay the . reasonable cost 

of inpatient hospital services. It requires that a State's plan 

set forth the various standards and methods that it expects· to 
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use to assure high quality care. It requires that the plan show 

progressive improvement so that by 1975 substantially all 

medically needy persons within a State will receive the medical 

care and services thatlhey need. We understand that the 

Commissioner of Welfare expects to issue policy materials calling 

for the highest standards of care under the program that can be 

supported by the statute. We are fully in accord with th.is {.OS.itim. 

The new law unfortunately does not include all medically 

needy persons. It does include all who are over 65 or under 21 

(if States e~ect to extend their programs this far). Between 

the ages of 21 and 65 persons eligible are limited to the blind, 

the disabled, and the parents of children in families deprived 

of support by the death, absence, incapacity or unemployment 

of a parent. 

The hospital insurance and supplemental medical insurance 

benefits under social security will do much to relieve welfare 

agencies of expenditures which they have been carrying for aged 

persons, particularly in the area of hospital care. With these 

funds and the additional Federal matching funds under the new 

program, States should be able to make very substantial gains 

in having a comparable program for all medically needy people. 

It is urgent that States avail themselves of the opportunities 

available to the fullest extent possible. 
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Objectives 

The basic objective of the proposals is to develop a 

program that would permit every child to have the medical care 

(preventive, diagnostic, therapeutic, restorative) he needs to 

fully develop his capabilities. 

Solutions to such basic problems as poverty, the uneven 

distribution of available health services~ the administrative 

fragmentation, the segregation of services based on racial and 

economic factors, the inadequate case finding and insufficient 

follow-up with indicated services, the inferior quality of tax~ 

supported medical care programs for children, the separation of 

preventive and curative services, the weakness of quality con­

trol measures and the separation of private and public medical 

care services are all among our immediate concerns. 

The medical measures to which the present problems will 

respond must be components of a system of comprehensive, con­

tinuing health care of high quality available to all on the 

basis of health need without regard to the patient's ability to 

pay. The program should incorporate the following general 

principles in order to meet stated objectives: 

(1) The opportunity to obtain the same quality 

and continuity of maternity and pediatric care 

available to private patients should be provided to 

patients relying on publicly· financed medical care. 
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t. 

(2) Maternity and pediatric patients relying 

on tax-support for medical care should be provided 

coordinated, comprehensive medical care through an 

integrated program. 

(3) Physicians and.other professionals who 

provide services to mothers and children in public 

programs should be compensa.ted for their services. 

(4) Participation by physicians and hospitals 

in the provision of tax-supported medical care should 

require the application of currently accepted standards· 

of both maternity and pediatric care as outlined by 

relevant professional associations. 

(5) Family ·planning services should be made 

available on the same basis as other maternal and 

child health services, without discrimination against 

the poor, with freedom of choice for the individual 

within the dictates of his own conscience. 

Proposals 

1. Exprnd.ing Mat;ernal and Child Health and Crippled 

Children's Services 

A vast expansion of existing programs or the development 

of new approaches is clearly indicated to fill current unmet 

needs and the multiplying need for services, especially among 
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the poor. The proposals presented to meet . the need incorporate 

as goals attack on three major obstacles to avatlability of 

services: (1) ability to pay; (2) fragmentation of tax-supported 

programs; and (3) lack of coordination in tax-supported programs 

for the poor. 

A. Under Existing Children's Bureau Authority 

Many large cities have only rudimentary maternal and 

child health and crippled children's programs in spite of the 

rapid increase in the population in those cities which are 

dependent upon public and voluntary agencies thereby greatly 

burdening these limited resources. In order to provide more 

adequate financial support for these two basic health programs, 

it is proposed that authorization for Title V, Parts 1 and 2, be 

substantially increa sed with increases earmarked for expenditures 

in cities meeting basic standards of quality, with populations 

in excess of an agreed upon figure (e.g., 100,000 or 250,000) 

and a high percentage of children in the population. To develop · 

integrated, coordinated, high quality medical care progra ms at 

the local level State health departments or other State agencies 

administering the crippled children's programs need program 

support grants which can be used to expand the programs made 

possible under Title V, Part 2 of the Social Security Act. 
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There are already a great many specialized facilities 

for the diagnosis, treatment and rehabilitation of chronically 

ill and handicapped children with programs to provide compre­

hensive services for children (e.g., Children's Hospitals, 

special pediatric rehabilitation units, voluntary agencies 

and private facilities for outpatient services, children's ser­

vices in general hospitals). There are, however, many unmet 

needs in the care of the chronically ill child. The programs 

and their supporting facilities should be developed on a State 

wide or regional basis through expansion of the crippled 

children's services. _ Many of the costs for services could be 

provided through existing crippled children's programs, an 

expansion of these programs, voluntary insurance, private payment 

and voluntary contributions. Thi3 program should also be related 

to the regional program for heart, cancer, stroke and other 

diseases. 

These centers located in or affiliated with teaching 

hospitals would serve as a backup to other conununity hospitals,· 

· the community child health centers, the health department, 

private practitioners and all the other components of a community 

wide, comprehensive medical care program. They would have the 

following objectives: 
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(1) To provide for all infants and children 

referred completely adequate diagnostic and 

·therapeutic services. 

(2) To develop research programs with respect 

to the types of health problems they are required 

to· handle. 

(3) To give excellent training for physicians, 

nurses, technicians, auxil i aries and other types 

of health manpower for the kind of specialized 

diagnosis and treatment represented in the facility. 

Community-wide, and area-wide, cooperative arrangements 

would have to be developed to make these highly specialized 

services available to those who need them. The centers should 

be located initially in areas of greatest need. 

The development of facilities would probably cost about 

$500,000 to $1,000,000 each with operating costs provided by the 

expanded crippled children's program under Title V, Part 2. 

Th~ objective should be to create these facilities in States 
. 

. where they do not now exist or are inadequate to meet the need. 

A program authorization of $5 million annually for five years is 

suggested. 
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In order to achieve the statutory objectives of extend­

ing these programs to children in all parts of the States the 

funds required initially would be $200 million annually for 

the crippled children's program and $120 million for Maternal 

·and Child Health Services. 

In order to prevent many or the problems arising in 

infants and children due to lack of prenatal, neonatal, infant 

or child care an expansion of existing authority under Title V, 

Part 4, could be used to provide high quality medical care for 

the one million mothers living in poverty. The present 

authorization ·has a maximum of $30 million and the legislation 

expires at the end of Fiscal Year 1968. The authority for this 

program should be extended and increased by steps to $300 million 

by 1975. The initial increase in Fiscal Year 1969 could be 

$60 million. 

B. Medical Care Insurance 

On several occasions it has been proposed to extend 

medical insurance coverage under Social Security to cover the 

approximately 2 million children under age 21 who are dependents 

of beneficiaries under this program. This would cover only a 

limited number of children (less than 5 percent) and would not 

include very many in the high priority group (infants and pre­

schcol aged child ren ). 
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An additional alternative that deserves consideration 

in the future is a comprehensive medical insurance program for 

all mothers and for chiidren up to the age of six. This program 

could not be recommended until detailed actuarial, economic, 

medical, manpower and other studies are completed. 

2. Maternal and Child Health Care Facilities and Services 

A. Ambulatory Care 

Adequate facilities need to be provided in major 

metropolitan areas and in rural areas (areas of greatest need) 

to permit easy access to health care. These facilities may 

range from a large outpatient department in a public or voluntary 

hospital to a small rural clinic or small neighborhood medical 

center. The facilities should include space for medical, dental 

and public health personnel as a rninimtun. They should be function­

ally related to a facility that provides a full range of inpatient, 

outpatient and home care services. In a community hospital 

these services would likely be provided by the hospital staff on 

a private basis. 

A grant program ahould be developed ~or construction of 

facilities in areas of greatestneed. Operating funds should be 

provided for a minimum period of 5 years. There should be no 

segregation of care on the basis of economic, social or other 

factors. There should be facilities to permit private patient 
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care of both privately supported and publically financed 

patient care. Gr.ants could be given to State oi: local health 

departments, community hospitals, medical schools, local or 

State medical societies, and medical group practice organiza­

tions. Funds should be used for both new construction and 

renovation of existing outpatient, emergency room and other 

ambulatory care facilities. 

These metropolitan (or rural) neighborhood maternal 

and child health centers could provide services in a specified 

area, such as a census tract, for which basic data on the popula­

tion at risk was available. These centers could not only pro­

vide an excellent setting for patient care but they could be 

used for the education -and training of medical students, 

physicians, nursing students and nurses, social workers, materna l 

and child health aides, as well as other auxiliary health 

personnel. 

This program could form an excellent adjunct to the 

regional heart, cancer and stroke programs. The initial funding 

for planning, facilities and operations should be $SO ·million 

with an increase to $100 million in Fiscal Year 1968 and $150 

million by Fiscal Year 1970. 
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B. Intensive Care Units for High Risk Infants: 

Intensive care units in teaching hospital~ should be 

developed to provide intensive, comprehensive care for newborn 

infants at high risk (e.g., premature, low birth weight, 

cardiac, hyaline membrane disease). First priority should be 

given to facilities providing services for those in greatest 

need (e.g., metropolitan hospitals with 1,000 or more deliveries 

per year). In most instances remodeling of existing facilities 

will be required, personnel will have to be trained and profes­

sional and auxiliary staffs augmented. A construction grant 

should be provided and, in addition, funds to meet all operating 

costs of these units should be provided. Funds should be pro­

vided to cover the cost . of patient services, transportation to 

the unit from other hospital facilities and teaching activities. 

The development of the special intensive care units for 

infants at risk should be related to the Children's Bureau 

program for maternity care for high risk mothers. 

An effort should be made to develop this program as a 

service to all who need it. The program would also serve as a 

mechanism for research and training. Each intensive care unit 

might require funding of approximately $300,000 to $750,000. 

The total cost for 20 centers per year would be $6 million to 

$15 million. 
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A program of this nature could result in the need for 

construction or remodeling of obstetrical and neonatal care 

facilities and a vastly expanded program for the training of 

physicians, nurse-midwives, nurses, technicians, social workers 

and the full range of paramedical and auxiliary personnel 

involved in the care of mothers and children. 

3. Programs for the Mentally Retarded 

A. Day Care Centers for the Severely Handicapped 

There is need for Federal financial support for day care 

centers for the severely handicapped. These are children with · 

I.Q. below 40 and most school programs will not take them. The 

programs should have proper medical supervision and physical, 

occupation and speech therapy may be required. Funds to provide 

transportation for the children will be required. The initial 

costs of this program could be $10 million annually. 

B. Staffing of Mental Retardation Centers 

Under provisions of P.L. 88-164, Title I, Part c, it has 

been estimated that approximately 100 applications for construction 

will be received during Fiscal Year 1966. Approximately 25 of 

these projects should be completed during 1966 and the remainder 

during 1967. 
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At the moment it would appear that 3 out of 4 of the 

facilities to be constructed would include some aspects of a 

diagnostic and evaluation clinic in the program to be carried 

out within the facility to be constructed. While it was anti­

cipated that when construction of these facilities was completed 

some of the existing mental retardation clinics which are sup­

ported with maternal and child health and crippled children's 

funds would move into these facilities, the State plans for 

construction and the priorities and priority area established by 

the State construction authorities make it appear-now that many 

of these facilities will be constructed in areas in which there 

are no existing clinics. Priorities have been assigned chiefly 

to areas in which there are no facilities. This means that the 

construction program will create the need to staff additional 

clinic programs in areas where these programs now do not exist. 

It is anticipated that the average cost of staffing of 

these clinic programs will be approximately $60,000 per year 

per program. This cost figure would fit in with the guidelines 

developed by Public Health Service for P.L. 88-164, Title I, 

Part c (a diagnostic and evaluation facility to be planned to 

serve 200 new cases per 1 million population area). A $60,000 

operating budget would perm~t a clinic to deal with a total 

case load of 400 {200 new and 200 carried over for continuing 
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service). The facilities to be constructed therefore would 

serve approximately 30,000 additional children and their 

families per year. This, combined with children now served 

by existing clinical programs (2% of the mentally retarded 

children under 21 years of age) would permit clinic services to 

be offered to approximately 3~/o of the retarded children under 

21 years of age in this country. 

The cost of staffing these additional diagnostic and 

evaluation centers would be approximately $4.5 million per year. 

Additional maternal and child health and crippled children's 

funds will need to be sought for the purpose of staffing these 

newly constructed centers. 

As an alternative, it is proposed that new legislation 

be formulated for the staffing of corrununity facilities for the 

retarded. Under present legislative authorities, several Federal 

agencies -- the Bureau of State Services (PHS), the Children's 

Bureau (Welfare Administration), Vocational Rehabilitation 

Administration, National Institute of Mental Health (PHS), and 

possibly the Office of Education -- may be able to support 

community mental retardation facilities (Part C, Title I, P.L. 

88-164). such authority, however, is frequently limited to 

demonstration projects rather than ongoing programs, or only to 

financial support for professional personnel. Furthermore, 
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3Upport by these agencies can only be granted to facilities 

with programs relevant to these specific agencies' mission and 

responsibilities. Considering that many facilities contemplated 

will provide a wide range of services embracing the program 

objectives of several agencies, these limitations pose serious 

obstacles to effective administration. Staffing of facilities 

under Part C should incorporate the same principles now applied 

to the construction grants~ namely, a variable grant fonnula, 

with matching State and local funds administered by a single 

State agency. The initial cost of this program would probably 

be $10-20 million with a gradual increase to $75-100 million by 

1975~ 

4. Family Planning Programs 

It is essential that the Department of Health, Education, 

and Welfare provide national leadership in the field of population 

studies relating to education, health services and welfare and 

in the expansion of health services to include family planning. 

Thi3 requires designating an Assistant Secretary to carry 

Departmental responsibility in this field. There should be adequate 

professional staff at the Departmental level and in the Public 

Health Service, Welfare Administration, Office of Education 

and Food and Drug Administration. 
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A policy should be established to authorize expenditure 

of Federal funds for family planning as part of health services. 

The Welfare Administration should make it clear to State and 

local welfare agencies the specific categories of funds avail­

able for family planning services. The time is long overdue to 

stop discriminating against the poor ·in terms of the basic right 

to determine when and how many children they wish to have. 

There should be complete freedom of choice in these programs, a 

variety of methods (including rhythm) should be available if 

desired and the individual must be free to act within the dictates 

of his conscience. 

In addition, a vastly expanded program of research and 

research training in fertility, fertility regulation and fertility 

control methods should be stimulated, initiated and supported by 

the National Institutes of Health. A serious bottleneck to pro­

gram expansion is the shortage of laboratory space available in 

universities and research institutions. To overcome this, NIH 

should be authorized to provide 100 percent funding for fertility 

research facilities during the next 5 years. 

There is little new legislative authority required to 

carry out the suggested programs except for positions that may 

be required and the authority required to give 100 percent support 

for research facilities. 
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5. Programs for the Emotionally Disturbed 

In view of the special authorization (Section 231) in 

P.L. 89-97 there is no immediate need for legislative proposals 

for Fiscal Year 1967 beyond those authorized. 

6. Special Programs Affecting Children 

A. Prevention of Dental Caries 

A nationwide program to prevent dental caries should be 

fully supported by the Public Health Service through grants for 

the construction of fluoridation facilities for conununity water 

supplies and a vigorous public health educational program on the 

value of water fluoridation and the use of toothpaste and/or 

vitamins with fluoride supplements. The cost of the program i3 

difficult to estimate without more detailed study, but it might 

average $10 million per year for a 10-year program 

B. Immunization 

The present nationwide immunization program should be 

fully supported to insure that every infant and child in this 

country is adequately protected against smallpox, measles, 

d.iphtheria, pertussis {whooping cough), tetanus and poliomyelitis. 

This program is adequately funded under PHS authorization, but 

it requires full support by the Surgeon General, the Secretary 

of the Department of Health, Education and Welfare, and the 

President. 
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c. School Health 

A nationwide program of health education ~hould be 

initiated through all of the nation's primary and secondary 

. schools to make available sound, practical, scientific knowledge 
~ 

about health and disease to the children and youth of this 

country. Special emphasis should be given to nutrition, 

accident prevention, smoking, sex education, dental health, 

physical fitness, immunization, emotional health and normal 

development. Such a program would require the application of 

modern methods of communication, including the use of small 

group discussions, reading material, audiovisual aids, radio and 

television. The program should use all these channels of com-

munication and a program to evaluate effectiveness should be 

included in the financing. A minimum estimate of the cost of 

this program is $50 million annually. 

7. A Presidential Commission on Maternal and Child Health 

While in no way delaying the implementation of proposals 

submitted by the Task Force, A presidential commission should 

begin now to carefully review the present state of maternal, 

infant and child health in this country, existing services, 

re.search and training programs. These should be compared with 

those in other countries. A commission could conduct such a 

review and report to the President not later than November 30, 

1966, with a series of recommendations to improve maternal and 
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child health services, programs of research and training and 

programs of international cooperation. A budget ~ of $1-2 million 

should be adequate. The Corrunission's study could be an excellent 

prelude to a White House Conference on Children and Youth in 1970. 
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2. A progr~m of increased Federal assistance for 

mode rnization of obsolete hosoita l and medica l ·facilities. 

Summary 

{Estimated tota l cost S223 billion in 5 years with a 

first year cost of $526 milljop.) 

Two alternative approaches are proposed to modernize 

obsolete hospita l facilities and provide the r equired number 

of new hospita l beds. The firs t proposal is esaentially an 

expansion of the present Hill-Burton program of grants for 

construction of facilities . The second proposal would abolish 

the existing program and replace it with a new Federal loan 

program. Thus, i~stead of the government granting funds, it 

would subsidize the cost of money directly through loans or 

through the payment of interest on commercia l loans . The funds 

would be equa lly available for both modernization and new 

construction. A third approach, combining a mixed grant/loan 

subsidy program could also be developed. 

The sugges t ed expanded grant program would increase 

current expenditure s from $220 million to $350 million with 

the major increase in funds for mode rnization and replacement. 
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The loan program, if direct, might require $3-4 billion 

in the next ten years. If the government paid the interest 

on loans it could require $100-150 million annually. 

It is essential in considering these proposals to 

recognize that the loan program has been considered and rejected 

repeatedly by the Public Health Service in the last 15 years 

because of the possible increase in patient care costs and the 

popttlarity of the present Hill-Burton Program in Congress. 

These considerations mus t be weighed against the fact that the 

program will probably always be unde rfinanced, it has met f ew 

of the metropolitan hospital needs and it is now considered 

a deterrent to further development of hospital facilities by 

some leaders in the field. 

The other significant proposals include a major program 

of support for group medical practice 1- for construction of 

community mental retardation facilities1 for research and 

demonstration in hospital design, construction and operation; 

and, for renovation of Public Health Service hospitals. The 

preliminary estimated program costs are group practice, $50 

million1 mental health cente rs, $95 million1 r esearch, $20 

million; and Public Health Service hospita ls, $11 million 

annually (average over 3 years). 

! I 
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The Problem 

There are six specific areas of need in the health 

facility construction field which need special attention and 

emphasis: 

1. There is need for additional general hospital beds 

to meet the continuing growth of population, population shifts 

and growing demands. 

2. There is the need to stimulate the modernization 

or replacement of olde r hospitals. While from a dollar stand-

point the need is mainly in the metropolitan areas, it does 

not stop the r e . 

3. There is need to bring about a further r edistribution 

of facilities in metropolitan areas and to bring about a better 

balance in urban hospita l resources. 

4. The fourth area requiring attention is the need for 

long-term care facilities. 

5. There is need to expand c ommunity facilities for 

the mentally ill and mentally retarded. 

6. There is need to stimulate tha expansion of group 

practice, pa rticularly in association with community-based 

hospitals. 
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Accepting all these needs as important, we will focus 

on moderniza tion, replacement and new beds; community mental 

retardation f acilities and group practice in this section. 

The problem of long-term c a re f acilities will be considered 
,.. 

in another s ection of the Health Care Task Force report (section 3). 

Perhaps the most significant aspect of the deve lopment 

of modern medicine has been the increas ing importance of the 

hospital in the tre atment of disease. Much of this importance 

results from the nature of technica.l change in medicine. At 

one time, all of the technology of medical care was enc~npas s ed 

by the physicians' bag and the role of the hospital was primarily 

custodia l. Today, the practice of medicine r equire s the use 

of large quantities of capital equipment for diagnosis , 

treatment, and even prevention of disease. More and more, 

this capital has been centered in the hospita l, as has more 

of the manpowe r needed to produce medical care. 

The hospital has beccme the foca l point, not only for 

the care of the acutely ill individual requiring inpatient 

services , but for those requiri ng a spectrum of ca r e r anging 

from th·e outpat i ent ca re of ambulatory patients to home care , 

emergency room care and long- t erm care . 



.

Great progress h as been mad€ over the last two decades 

in developing a natiorn1ide system of good short-term, acute 

gen e ra~ hospitals through the Hospitals and Medical Facilities 

Act (Hill-Burton). Little assistance, however, has been 

·. 
available to the older hospital, particularly in the metro­

,. politan area, for modernization in orde r to keep abreast of 

the rapid scientific and technologica l changes in hospital ca re. 

The Hill-Burton program has stimulated planning at the State 

and community leve l _for acute, genera l hospital beds, but the 

planning for psychiatric facilities, for long-term care facilities, 

and for facilities for Clri1.bttlatory and home care has tended to 

follow separate paths or to have developed very little. Only 

recently has i.t become clearly recognized that there is not 

a sharp distinction betwaan facilities and service s required 

for the various kinds of patien·ts now classified as acute 

chronic, mental, or tubercular . 

A very important factor in the equation was introduced 

in 1965 with the passage of the Medicare bill (Public Law 89-97). 

It is significant that the St~tes with the smallest relative 

. supply of e}{pansion potential under Hill-Burton (States with 

large urban populations } tend to bs those with the largest 

potential inc .reas .~ d demand for service s resulting from the 
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Medicare program. While it is possible that this new demand 

can be met bY. othe r programs, it is significant that the basic 

hospital supply legislation provides little assistance to the 

implementation of a major and far-reaching piece of legislation 

which will so clearly affect the demand for services. 

-" In many respects the Hill-Burton Act has contributed 

greatly to the L~provement and extension of hospital services. 

Not only have more hospital bads been provided, but this legis­

lation has resulted in an increased awareness of deficiencies, 

stimulation of planning and improvement in operations. The 

rural areas and com.mi.mities with population under 100, 000 

people have been well served. 

One of the major deficiencies of the program has been 

the limited allocation of funds for modernization or replace­

ment of obsolete facilities. In addition , there have been 

insufficient grant funds available for new experirnenta.l programs 

in design, construction and operation: for long-term care 

facilities : for urban hospitals ; for ambulatory, emergency and 

home ca.re services and facilities . 

Reporting on the first· 14 yea.rs of tha Hill-Burton 

Program in 1961, the Pl.tl>lic Health Service reported tha t nearly 

half of all projects (2,697 projects and 104,770 bads ) were 

https://com.mi.mi
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for new beds while the remainder (2,991 projects with 

134,176 beds) were for additions and alterations: The approved 

program included an expenditure of $4.93 billion with $1.55 

billion Federal and $3.38 billion State and local funds. 

TWo-thirds of all Hill-Burton projects have been in 

smaller cities, towns or rural a.reas. Only 22 percent of the 

beds provided and Federal fund expenditures have been in cities 

of over 100,000 people. 

There are over 2,000 hospitals with more than one million 

hospital beds that currently require modernization or replace­

ment. Over 80 percent of the hospitals of 500 beds or more 

(primarily urban) need this kind of help. The total cost will 

exceed $3.5 billion in the corning decade. 

It is apparent that many people now believe that although 

the present Federal grant in aid programs were all right in 

their day, they are now a major deterrent to a rapid program of 

development. The amounts of money Congress is willing to grant 

each year encourages very costly delays. Sponsors are forced to 

wait their turn because communities insist they must have the 

assurance of Federal matching ·before they are willing to go ahead. 

A great many worthwhile projects are delayed for years. Also, 

an increasing number of projects must depend upon. their ability 
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to obtain sizeable conunercial loans for the matching portion. 

This makes for much higher patient costs as the high · interest 

rates are added. 

In recent years the concepts of caring for the mentally 

ill have changed dramatically with the emphasis on community 

oriented facilities providing comprehensive services. However, 

too many mental patients are still resident in large, over­

crowded, ill-equipped, under-staffed, isolated, State institutions. 

The needs for community oriented facilities for the 

mentally retarded to receive comprehensive services relating 

to prevention, case finding, diagnosis, education, training, 

rehabilitation, employment, and care have only begun to be met. 

The development of these facilities at the community level should 

permit many mentally retarded to remain in their own communities 

rather than live in large, over-crowded State institutions. 

In urban areas particularly there is a need for an 

expansion of hospital outpatient home care and emergency care 

services and facilities to provide the appropriate type3 of 

services and to reduce the unnecessary demand for expensive 

inpatient care which results when other, more appropriate, 

facilities are not available. 
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An increasing proportion of this country's population 

uses the emergency rooms of hospitals as their principal source 

of prim~ry medical care for acute, urgent and non-emergency 

problems arising during weekends, ·at night and often at other 

times, as well as for major medical emergencies. There is need 

not only for an expansion of facilities, but for a well organized 

24-hour emergency service at the local level. 

An additional problem exists because very little experi­

mentation has been done in hospital design and construction. 

The capital expenditure required for a hospital is such that 

few institutions have been able to finance medical innovations. 

There have been even ·fewer experiments combining the benefits of 

an organized group practice with a modern hospital facility in 

order to study the potential savings in dollars as well as the 

potential improvements in the quality of inpatient and outpatient 

care that might result from such arrangements. 

The Public Health Service hospital system requires 

extensive modernization of its current facilities. All of the 

hospitals have been erected 3ince 1930 but they have been 

inadequately maintained and they are in unsatisfactory condition 

because funds have not been made available for necessary improve­

ments and modernization. Federal hospitals should have the best 

of modern laboratory, x-ray, opera ting room, iutensive care, and 
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other equipment. In addition to renovation of existing faci-

lities, the PHS needs to study and develop new approaches to 

health care in its facilities. 

The facilities are of little relevance unless they are 

,,.. staffed by qualified personnel and available to those who need 

them. In order to make services more effectively available 

many of the barriers that currently exist must be broken down. 

New government and private efforts which diminish and/or remove 

barriers to access to the preventive, curative, or rehabilitative 

services needed by the people are clearly required. Because 

problems and resources differ greatly from one community to 

another, the maximum local initiative should be encouraged in 

new approaches to the solution of these problems. 

Present Programs 

1. Hospital Facilities - modernization, replacement, 

and new beds - The Hill-Harris amendments (P.L. 88-443) authorized 

a new modernization program of grants beginning in fiscal year 

19.66. The amounts authorized to be appropriated are as follows: 

1966 •••••••••••••••••••• $20 million 
1967 •••••••••••••••••••• $35 million 
1968 •••••••••••••••••••• $50 million 
1969 •••••••••••••••••••• $55 million 
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The amount of $20 million would modernize and replace 

approximately 2,500 general hospital beds, and ~50 million would 

modernize and replace approximately 6,250 general beds. Such 

a program would not keep pace with the additional general beds 

l:ecOmingobsolete each year and thus, our backlog would continue 

to increase. 

The Hill-Harris amendments provide for annual appropria­

tion authorizations for construction of hospitals which decrease 

in amount from $150 million in 1965 to $125 million in 1969. 

2. Development of Group Practice, Ambulatory Care 

Facilities, and Physicians and Dentists Offices - Authority exists 

under present Public·Health Service authority to provide grants 

to stimulate the development of medical, diagnostic, treatment ; 

and rehabilitation services; to pro~ote research, experiments 

and demonstrations in redevelopment and utilization of hospital, 

clinic or similar services~ to construct public or other non­

profit diagnostic and treatment centers and to construct units 

of medical facilities which involve experimental design. 

The Small Business Administration operates a program of 

loans to small businesses under which a private physician or 

dentist is eligible to apply for. a loan for construction of of£ice 

space. As of November 30, 1964, only 305 such applications had 

been approved since the program began in 1953. 
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The existing legislative authority and level of grant 
. 

funding have not resulted in any significant change in the pace 

or pattern of group practice development or the development of 

adequate facilities for ambulatory care in ur~an hospitals. 

~ 

This has been true of ·hospital based, consumer or cooperative 

based and independent physician based group practice organiza-

tions, as well as medical school teaching hospitals, voluntary 

and public hospitals. The loan program operated by the Small 

Business Administration has been too small to have influenced 

significantly the development of health facilities and services 

in rural areas. 

3. Community Mental Health Facilities - Public Law 88-164 

authorized limited annual appropriations as follows for the 

construction of conununity facilities for the mentally retarded: 

1965 ••••••••.••••••••••• $10,000,000 
1966 •••••••••••••••••••• $12,500,000 
1967 •••••••••••••••••••• $15,000,000 
1968 •••••••••••••••••••• $30,000,000 

While these amounts were reasonable for the first two years 

of the program while State plans were being developed and State 

agencies were stimulating conununity interest, they fall far 

short of the amounts necessary to provide facilities having 

modern diagno~tic, education, training and rehabilitation services 

for the mentally retarded. 
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Staffing grants, as such, are not now available. · Grants 

are available from the Children's Bureau, the Oftice of Vocationa l 

Rehabilitation and the Public Health Service to support certain 

desirable services for the mentally retarded. 

4. Research and Demonstration - At the present time 

approximately $10 million is available annually to support 

research and demonstration projects in hospital design, construction 

and operation. 

5. Public Health Service Hospitals - The Public Health 

S~rvice has authority for modernization and replacement of faci-:­

lities but all requests for this purpose have been turned down, 

either in the Department of Health, Education, and Welfare or 

the Bureau of the Budget. 

Objectives 

To develop a Federal program for construction of health 

facilities that is fully responsive to the health needs of the 

nation, with emphasis on creating the needed facilities, setting 

standards of quality required for participation and the elimina~ 

.tion of segregation for economic, racial or other reasons. 

Because of priority needs, emphasis should be given to 

metropolitan needs, to new organizational arrangements (hospital 

based group practice) and to an adequate program of research in 
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hospital design, construction and operation. It is essential 

also to make clear in all th~se.programs that the role of the 

Federal Government is to augment the voluntary health enter­

prise, to devise a partnership between the Federal Government 

and the voluntary health enterprise, and to do so in such a 

manner as the health needs of the people may best be served. 

Proposals 

1. Hospital .Facilities - modernization, replacement and 

new beds 

A. Use of Existing Authority ($350million) 

Existing authority for the replacement and modernization 

of hospitals and other health facilities should be revised to 

provide from $100 million to $200 million annually for a five­

year period. (Present authority $35 million for modernization.) 

Special consideration should be given to areas of greatest need; 

to urban hospitals; to hospitals that will develop adequate 24-

hour emergency services; to hospitals that will develop group 

practice facilities or will develop integrated programs with 

existing medical groups. Facilities should be developed in 

hospitals to provide for comprehensive conununity care at home, 

in the office or outpa.ti.ent department and within the hospital. 

When feasible, it should include a full spectrum of services 
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(preventive, diagnostic, treatment, rehabilitative) and should 

involve public and voluntary agencies, private practitioners and 

other health workers, as well as existing hospital personnel. 

To increase the number of new general hospital beds and 

facilities to keep pace with projected population growth and 

the increasing demand for hospital based services (e.g., those 

resulting from Public Law 89~ 97) will require approximately 

12,000-13,000 beds annually. The amount of $150 million in Hill-

Burton funds when combined with private funds available could 

produce the needed new beds annually. At the present time 

about two-thirds of the funds are without Federal aid and about. 

one-third is Federally aided. The Hill-Burton share amounts to 

about 12 percent of the total funds used for new construction. 

It is clear that there should not be any reduction in Hill-·Burton 

grant funds available for new beds. It is also clear that the 

problem of new beds must be viewed in relation to modernization 

and replacement of existing beds as well as the demand for services. 

B. Use of New Legislative Authority for a New FederE,l 

Hospital Facility Program Financed by Loans ($150 million) 

All present Federal hospital facility construction programs 

should be terminated; and one new Federal direct loan program be 

developed, with the Federal Government making the money available 
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at a rate of only one-half to one percent maximum. Thus, instead 

of the Government granting funds, it would subsidize the cost 

of money through loans. Very large amounts of money could be 

allocated to the fund. The funds would be equally available for 

both new construction and modernization. The only interest 

charged would be sufficient to pay for the cost of administration: 

thus 0.5 to 1.0 percent would probably be adequate. 

An alternate method of loan financing would be for the 

Federal Government to pay the interest on the commercial loans 

and provide a loan guarantee. In either case, the Federal 

Government would be paying the interest on the fund3 borrowed 

for construction of facilities. 

In order to modernize and replace existing hospital beds i t 

will cost approximately $3.5 billion in the corning decade. In 

addition approximately $2.5 billion will be required to create 

the new bed capacity required. The Federal funds required for 

full loans in the next ten years could then amount to $6 billion. 

Interest on this might average approximately $150 million annually 

during this period. 

The new law should ~equire sponsors to give various 

assurances, such as (1) must accept regional planning authority 

recommendations: (2) must establish essential re~ationshipsbetween 

acute general hospitals and long-term care facilities: (3) must 
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be nonprofit: (4) must provide 24-hour emergency service: 

(5) must participate in available programs Of management 

improvement: · (6) must be eligible for accreditation by the 

Joint Corrunission on Accreditation within a stated period: (7) 

must be eligible for and willing to participate in programs 

under P.L. 89-97: {8) must extend to affiliate long-term care 

facilities any intern or resident teaching program. 

In other words, just as the Federal Government is now 

going to require the States to do certain thinga in order to get 

Federal dollars, they would spell out certain quid-pro-quo for· 

institutions that would be eligible to receive Federal assistance 

under this massive new loan program. 

2. Development of Group Practice, Ambulatory Facilities, 

Physicians and Dentists Offices 

A. Use of Existing Authority ($50 million) 

The existing authority to provide grants for the development 

of diagnostic and treatment centers, for the development of new 

or improved facilities for diagnostic and treatment services or 

for experiments and demonstration projects has not resulted in 

any significant change in the pace or pattern of group practice 

development. This authority could, however, be used for this 

purpose if emphasis was given to hospital based facilities, to 
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those affiliated with medical schools or other nonprofit medical 

institutions and to consumer based cooperatives.· 

The inability of certain types of communities, particularly 

small rural corronunities, to attract physicians and dentists to 

practice in these areas results in part from the absence of 

suitable office space, including laboratory and radiological 

facilities. Enactment of a proposal to permit public agencies 

or nonprofit organizations to receive grant funds for construction 

of needed facilities could definitely improve the currentmal­

distribution problem. 

The Small Business Administration has authority to make 

loans for the construction of facilities that could be used for 

group practice clinics. In the current session of Congress 

H.R. 2987 and s. 508 have been submitted; hearings have been 

held in the House of Representatives, but the bill has not been 

reported out. Enactment of this proposal would stimulate the 

organization of additional voluntary prepayment plans, would 

stimulate the development of more group practice facilities and 

would aid in a better distribution and utilization of health 

manpower. 

The funds available under current programs would have to 

be vastly expanded if any serious effort were undertaken by the 

Federal Government to stimulate tha development of more group 
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practice units, particularly those affiliated with hospitals. 

A minimum requirement would be $50 million per year. This 

grant program seems preferable to the existing loan and mortgage 

insurance programs because of the greater financial incentive 

Which it could give to hospitals, communities and nonprofit 

organizations to develop facilitie3 for ambulatory care and 

group practice. 

B. New Legislative ~uthority (Loan + $5 million grant) 

Legislation could be 3ought for direct loans, loan 

guarantees and 3-5 year operating 3ubsidy grants for voluntary 

and private organization3 to aid in the construction of facili­

ties for group medical practice and to help defray the operating 

costs in the first 3-5 years of operation. The operating subsidy 

should not exceed 30 percent and it should be used primarily for 

such basic service units as x-ray, laboratory, physical medicine 

and rehabilitation, and the total grant funds available should 

not exceed $5 million. 

This program, if enacted, would represent a very significant 

departure from past practices with respect to hospitals, group 

practice organizations and other institutions involved in medical 

care. In the past, fund3 have been limited to financing demon­

stration projects or public funds have been used to pay for 

services actually rendered. 
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The proposed program could include hospital based, 

university or medical school based consumer group or cooperative 

based and independent group practice organizations. Special 

consideration should, however, be given to those institutions 

organizing to provide services in areas of unmet need such as 

urban slums or rural areas and by reducing costs and improving 

quality through a full integration of high cost diagnostic and 

treatment services (e.g., x-ray, physical therapy) in and out 

of the hospital ·. 

The proposed program of matching grant funds or low interest 

loans to provide funds could lend particular encouragement to 

the development of group medical practice around hospitals. The 

funds could help the medical staffs of community hospitals and 

medical schools to organize themselves as group practice organi­

zations within the framework of the hospital facilities. This 

could maximize the use of all diagnostic facilities of hospitals, 

it could discourage admission of patients when not indicated, 

it could improve the use of health manpower, it could extend many 

of the self regulating professional quality controls from inside 

the hospital to ambulatory services, and it could greatly improve 

the diagnosis of patients' illnesses and the course of treatment 

prescribed. 
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3. Conununity Facilities for the Mentally Retarded 

A. Existing Legi3lative Authority ($95 million) 

In order to accelerate the rate at which community faci­

lities for the mentally retarded are constructed and stimulate 

communities to construct such facilities by providing staffing 

grants at a descending rate of Federal participation it is 

proposed to increase the facilities grants to $75 million annually 

($35 million at pres 2nt) and to provide at least $20 million 

annually for staffing. In this program careful consideration 

should be given to ·hospitals that develop comprehensive programs· 

for the mentally ill, the alcoholic, the addict and others with 

special mental health problems. 

s. New Legislative Authority 

The only new legislative authority required is a five­

year extension of the existing authority which expires at the end 

of Fiscal Year 1966. 

4. Research and Demonstration 

A. Existing Legislative Authority ($20 million to $50 

million by Fiscal Year 1970) 

A limited amount of money available through the presently 

administered programs has resulted in few, if any, really signi­

ficant innovations in total hospital design and construction. 
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There have been many. excellent studies conducted and these could 

be significantly improved and expanded if more funds were 

available. A research and demonstration program is needed that 

is corrunensurate with the public and private investment in hospital 

facilities. At the present time approximately $10 million is 

spent in this a ·rea of hospital research. 

Modern medical care concepts and practices demand intensi­

fied hospital research efforts in such areas as: improved 

techniques for determining facility and service needs; functional 

design of ho3pital and group practice structures; hospital 

operating .efficiency; hospital and medical care organizational 

patterns; coordination of resources; financing of health care; 

information systems in hospitals and other health care facilities; 

and alternate approaches to total patient care (e.g., group 

practice prepayment, solo practice - fee for service, group 

practice - fee for service). A research program of this type 

should also include funds for the application of possibly signi­

ficant developments on a sufficiently large scale to be meaningful. 

Thi3 should include equipment and facility, as well as operating 

costs. 

This type of program could begin with a $20 million 

authorization and gradually expand to an annual authorization 

of $50 million. 
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B. New Leaislative Authority 

None 

5. Public Health Service Hospitals 

A. Existing Legislative Authority @3 million in 

3-years or $11 million annually) 

A major program for the modernization and renovation of 

Public Health Service hospitals and other health care facilities 

should be undertaken immediately. The program as planned will 

require $33 million over the three-year period Fiscal Year 1966-

1968. Following renovation and modernization the staffing 

required to provide high quality care will increase the operating 

budget from $57 million to $68 million per year. 
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Present Programs of Facilities Construction 

Statute · 

P.L. 410 
Sec. 318 

P.L. 410 
Sec. 600(a) 

P.L. 410 
Sec. 600(b) 

P.I.J. 410 
Sec. 600(c) 

P.I. .. 410 
Sec. 601 

P . L .. 410 
Sec. 610 

P.L. 410 
Sec. 624 

Authority 

Special project grants for assisting areawide 
planning of health and related facilities-­
SO% matching basis--coordination of existing 
and planned health facilities and services. 

Assistance to States in programs for con­
struction and modernization of - public and non­
profit community hospitals and other medical 
facilities as necessary to furnish adequate 
services to all people. 

To stimulate development of new or improved 
facilities for medical, diagnostic, preventiveJ 
treatment or rehabilitative services. 

To promote research, experiments and demon­
strations in redevelopment and utilization 
of hospitals, clinic or 3imilar services, 
faciiities, and resources and to promote 
coordination thereof and useful application 
of their results. 

Authorization of appropriations for construc­
tion grants (formula)- - public or other non­
profit long-term care facilities, diagnostic 
or treatment centers, rehabilitative facilities, 
general hospitals and public health centers. 

Loans to applicants for projects for construc­
tion or mode rnization of hospitals and other 
medical facilities. 

Conduct within the PHS and grants to states, 
political subdivisions, universities, 
hospitals, and other public and nonprofit 
private institutions for research, experiments, 
and demonstrations for development, utilization 
and coordina tion of services, facili t ies and 
resource s of hospitals or othe ~ medical 
faciliti e s, including construction of units 
of med i c a l facility un its \~1ich involve experi-
mental architectural design or functional layout . 
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fil.£tllt!i 

P. I1e 410 
Sac. 704 

":. 

P. I•• 410 .. 
Sac" 720 

P.Ih 410 
Sec. 761 

P.IJe 410 
S(;'.C .. 801 

P .. L .. 88-164 
Sec .. 121 

Grants (up to 50% of necessary construction 
costs) to public ar1d nonp:t:·ofit hwtitutions 
fot' construction cf health r~...-~earch facilities• 

Grant ~ fo:c const:cuction of teaching facilities 
for medicBl , dt::nt.al, and other health personnel-­
to accreditf.! d public or other nonp:cofit 
schools, af fili at ed hoapita ls. Grants for 
new construction or major e)r-pansion of 
existing facilities may not exceed 66 2/3% 
of nae ·Msary construction costs. All other 
grants may·not exceed 50%. Grants for 
schcols of . public health may be as great as 
75% of necessary construction costs. (Exp.ires 
June 30, 1966--S~ 595, H.R. 3141, panding, 
would extend 5 years.) 

Grants to assist pnbli.c ol.- nonprofit institu­
tions to construct facilities for research 
and related purposes in human development to 
find cansc ~1, preventive and axneliorative 
measures in re mental retardation. Grant s 
may not exceed 75% of necessary construction 
costs .. 

Authori.zat. ic1n of appropri.atioLs for g ra.nts 
for con$truction of new f acilitLes .or replace·... 
ment or rehabilitation of existing facilities 
for collegiate schools of nursing, associate 
d<::gree or diploma schools of nursing . Grants 
for ne 1..t fd.ciliti(~S or major expansion of 
existing o n~s may not exceed 66 2/3% of 
n.ec e s .s .at1' const1:uc t ion costs.. .n..11 other may 
not exc ~ed 50%.. 

Project grants fo :L· construction of llniversity­
affiliatod clinica l facilities for mentally 
retarded~ -,.inr;a t:i.e J.·1t and outpatient services ; 
facili ti (~L3 t o dt:::mol'lstrate specialized services 
for diagnos i B) t.r t: a i·mer1t, e ducatior.i., training 
an.::1 c 2.lre 7 c J.fra.icdl "':c:.d.1. in9 of phy.!:dcians and 
o t h e ._. nee · ~~ ;.: ;y~-: 1 s :peci a l. ized p~;n:m.nn el. Grants 
ma y not C}>:cc.: ,c; d 75% of n e cessa ry construction 

costB .. 

https://p~;n:m.nn
https://dt::nt.al


Statute 

P.L. 88-164 
Sec. 131 

P.L. 88-164 
Sec. 200 
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Authprity 

Authorization of appropriations for grants 
to States for cons truction of public and 
other nonpr ofit facilities for mentally retarded. 

Authorization of appropriations for grants to 
States for constr uction of public and other 
nonprofit community mental health centers. 
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