ECONOMIC SECURITY ACT

TUESDAY, JANUARY 29, 1935

House oF REPRESENTATIVES,
CommiTTEE ON WAYS AND MEANS,
Washington, D. C.
The committee met at 10 a. m., Hon. Robert L. Doughton (chair-
man) presiding.
The CrairMaN. The committee will be in order.
The next witness is Mr. Robert Jolly, of Houston, Tex., represent-
ing the American Hospital Association.

STATEMENT OF ROBERT JOLLY, REPRESENTING THE AMERICAN
HOSPITAL ASSOCIATION, HOUSTON, TEX.

The Crairman. WIill you please come forward and give your full
name and address, and the role in which you appear, and your interest
in this bill, Mr. Jolly?

Mr. JoLLy. My name is Robert Jolly, Houston, Tex. I am presi-
dent of the American Hospital Association; chairman of the joint
committee of the American Hospital Association, the Catholic Hos-
pital Association, and the Protestant Hospital Association of America..
I am here this morning, Mr. Chairman and gentlemen, to represent.
“the joint committee of all these hospital associations. We represent.
seven thousand hospitals of the United States. We come to make:

" & short statement on this bill, because we see in the bill no provision
made for the hospitals to be exempted, and we feel the hospitals should
be exempted from this bill. ‘

I want to give you some of the reasons why we feel that to be so.
I will read these reasons item by item and then elaborate on them
aiv, I go along, or answer any questions as to each of them as I go
along.

Representing a joint committee of the American Hospital Associa-
tion, the Catholic Hospital Association of America, and the Protestant
Hospital Association of America, we wish to present to you the follow-
ing reasons why the hospitals of this country feel that hospitals should
be exempted from the provisions of said bills. '

1. Hospitals are not industries, but they are charities, organized
and operated for the common weal, without thought of profit and with
the only purpose of affording, to the maximum limit of their resources,
adequate hospital care for all our people when and as needed.

A lot of people try to put us in industries. We are not an industry.
Most of the hospitals of the United States are not profit hospitals at
all. They are not organized for that purpose. The great majority
of our hospitals, outside of the Government hospitals, are hospitals
organized not for profit. If we have money over the actual operating
expenses it goes to take care of charity patients and in most of these
hospitals we have let our debts go for the last 4 or 5 years to take care

‘of charity patients and the people who own our bonds, and hold
our notes have gone without payment.

In other words, we do not want to be classed as an industry.
We are not; we are a charity. o1
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2. Hospitals are not like industries in that they do not experience
heavy fluctuation in employment of personnel during periods of
depression, but with the increase of hospital care given, partic-
ularly in assuming the increased load for the care of indigent and
unemployed, hospitals maintain a rather definite standard of numbers
of employed personnel; the ratio of employed personnel to patients
remaining practically the same during all periods. .

We cannot decrease the personnel in a hospital, because we have to
have a certain number of people to take care of patients, and in times
such as we are having now, our patients increase in number; that is,
the number of indigent patients increases, so that instead of decreas-
ing our personnel, we must keep it as it is, and sometimes increase it.
We reduce salaries, not personnel.

Mr. Hirn. May I ask a question, Mr, Chairman?

You have said something about being exempt from something, Mr.

-Jolly. Do you mean exempt from the provisions of the old-age-
annuity section of the bill or the unemployment-insurance section of
the bill? Is that what you are talking about?

Mr. JoLLy. Yes, sir; both.

3. Heavy withdrawals from the income of the hospitals for the pur-
pose of this or other taxes reduce by the amount withdrawn the
financial ability to give hospital care to the indigent and unemployed.

If we should take money out of our income to put into this fund,
then we would have to. cease to take care of the indigent people that
come to the hospitals to be taken care of. I will give another figure
on that, in just a moment.

Mr. Reep. Could you tell me what percentage of the 7,000 hos-
pitals of the country are endowed hospitals?

Mzr. Joury. There are very few of the hospitals, not over 35 hos-

1())ita,ls in the United States, having endowments of over $2,900,000.
f course, up here in the East you have some large hospitals, but

ghere are very few compared with the total of 7,000 in the United
tates.

Mr. Regp. I did not mean that were self-supporting from the
endowment, but the number that had substantial endowments.

Mzr. Jorry. There are not over 35 that have substantial endow-
ments. There are some that have, say, $25,000 or $50,000, but when
you get up into the large figures, all of those hospitals are up here in
the East—most all of them. There are few in the South and in the
West. We do not know anything about large endowments down in
that country.

Mr. Reep. The reason I asked the question is that a great many

“hospitals in many States receive bequests.

Mr. Jorry. Yes, sir.

Mr. Reep. What percentage of the total number of hospitals are
municipal hospitals?

Mr. Jorry. Municipal hospitals?

Mzr. Reep. Yes; owned by the cities.

Mr. Joury, Two hundred and twenty-two hospitals in the United
States are municipal hospitals.

Mr. Reep. Thank you very much.

Mr. Wooprurr. May 1 ask just one question at this point, Mr.
Chairman?

The CuarrMan. Mr. Woodruff——-
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Mr. Wooprurr. Doctor, can you tell the committee what percent-
age of the hospitals in the United States find it necessary to supple-
ment their ordinary receipts by soliciting funds fromrﬂ)cal people
through tag days, and so forth? ‘

Mr. JoLry. Yes, sir. Nearly all of the hospitals except the Gov-
ernment-owned hospitals. There are 756 Government-owned hos-
pitals in the United States; that means Federal, State, county, and
city; 756 are owned by the Government. They are tax-supported.
The rest of them are volunteer hospitals, what we call volunteer or
nonprofit hospitals. There are a few hospitals owned by private
individuals.

You asked about tag days, and so forth. Nearly all of the hospitals
have had to do that sort of thing. This might be interesting to you:
In 1929, $135,000,000 were donated to the hospitals in this country,
but last year only one-fourth of that amount was donated by peop e
to hospitals. And that was largely in the East and in the North.
We used to have large donations, but the donations have fallen off.

Mr. Woobrurr. Are the 700 Government-owned hospitals included
in the 7,000 you mentioned ?

Mr. JorLy. Yes, sir; Isaid 7,000. That is the round figure, but the
exact number is 6,437 hospitals in the United States.

Mr. Kxurson. Will the gentleman yield right there?

Mr. WoopRUFF., Yes.

Mr. KnutsoN. You say that the contributions to hospitals have
fallen off practically 75 percent since 1929?

Mr. Joury. Yes, sir.

Mr. Knxurson. Have the operating expenses of those hospitals
remag;ed stationary or have they gone up or gone down during that
perio .

Mr. Jorny. It is just about the same. We have had to keep the
same personnel, in some instances, and in some it has gone up. The
average, I would say, is about the same. We have had more demand
on our hospitals for charity work than we ever had before. But our
income from pay patients has been lessened and donations have been
lessened. Fewer people go to the hospital who can pay than once
could and fewer people donate than once could.

Mr. KnuTsoN. About what percentage have your receipts from
paid patients decreased?

Mr. JoLLy. Our receipts from pay patients have decreased about
35 percent. I am basing that on the occupancy of hospitals. Qur
occupancy went down from 82 to 59 percent of pay patients.

Mr. KnuTsoN. Assuming that this legislation passes in its present
form, how much of an overhead will that add to the operating expenses
of the hospitals?

Mr. JorLy. The pay rolls of the “not for profit’’ hospitals in the
United States total $121,500,000 per year. The pay roll constitutes
over 30 percent of our expenditures each year. In some cases,
as for instance, in Cleveland, Ohio, the pay roll is 55 percent of the
operating expenses of the hospitals.

Mr. KnuTrsoN. That would mean an increase, then, of $3,630,000?

Mr. JoLLy. Yes, sir. You can see what that means to hospitals.

Mr. Vinson. Could you tell us the number of employees and the
pay rolls of the hospitals that would be affected if these employees
were excluded?
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Mr. Jorry. I cannot give %mu right off the number of employees,

but I can tell you the pay roll. The pay roll is $121,500,000 & year.
" Mr. VinsoN. Do you have any idea, Doctor, as to the amount of

that pay roll that would be subject to the provisions of the act?

- You understand, salaries above $250 per month would not be included
in the bill as at present constituted.

Mr. Jorvuy. A rough guess, I should say, is that not 5 percent of
the people get over $250 that are connected with hospitals in this
country.

Mr. Vinson. I thought probably some doctors were included in
that pay roll.

Mr. JorLy. There are very few; the larger number of superintend-
ents of hospitals in this country are registered nurses. Next come the
doctors and then come laymen.

Mr. Vinson. 1 think it would be interesting if you could obtain
figures as to the number of employees, 280,800 would be affected.

Mr. Jorry. I could find that out for you.

Mr. VinsoN. And the estimated pay roll that would be affected.

Mr. JorLy. I can find that figure, and I should like to know it
myself.

XI‘he CuarrMAN. Registered nurses get their pay from patients,
where the patient is a pay patient; is not that true?

Mr. JorLy. You mean registered nurses who are superintendents of
hospitals, or do you mean private day nurses?

The CuaIlRMAN. Private day nurses.

Mr. JorLy. They get paid by the patients; yes, sir.

These are the pay rolls of the hospitals that I am referring to.

Mr. VinsoN. Do you have any provision in any of your hospitals

" to take care of aged nurses or aged employees?

Mr. Jorny. Some of the hospitals have their own plan. Very few
of them do. But most hospitals just take care of their folks. A
hospital is an eleemosynary institution, and most of them, I find,
take care of their employees when they get to a certain age. A

Mz, Vinson. Can you tell us accurately or even approximately the
number of persons over the age of 65 being cared for by hospitals
themselves?

Mr. Jorry. No, sir; I could not. I would have to find that out.

Mr. Vinson. Do you think you can get that approximate figure
from any records that are accessible to you?

““Mr. JoLLy. No, sir. I would have to contact all the hospitals.
Three or four years ago we got some figures on that, and the number
was very small. It seemed, according to the hospital figures, that
very few of our people live to be 65 years old. But those who did
(you understand, some of these hospitals are church hospitals, for
instance, the Catholics and the Latter-Day Saints and the Methodists
take care of the womenfolk in their hospitals. They are the deacon-
esses and sisters, and so forth) are provided for. There are in other
hospitals very few of our people who seem to get to the age of 65 and
8 very few are taken care of. There are calls on the hospitals to take
care of them.

Mr. Vinson. Is there any provision in any of these places with
véference to an unemployment fund?

- 'Mr. Jotuy. Yes, sir. ’ :

Mr. Vinson. How many employees would be affected by those
provisions in those five hospitals?

Mr. JoLry. Very few at present.
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Mr. VinsoN. The provisions of this bill are aimed to care for aged
persons and unemployed persons, you understand.

Mr. JoLLy. We are for that, sir. We believe in that. We want our
people taken care of. But we want the rest of the folks to take care
of them, because the hospitals are taking care of the rest of the
people who are in industry. They care for the indigent. We think
that the rest of the folks ought to contribute to this fund to help take
care of our people who have been taking care of them. And I will
come to that in a minute, if you please.

Mr. TrEaDWAY. Doctor, would you prefer to complete your state-
ment before we ask you any further questions?

Mr. JouLy. Thatis all right. Just as you please.

Mr. TrEapwaY. I would like to ask you a question at this point,
but I do not want to interfere with the continuity of your statement.
I think the chairman will agree that if you want to have your statement
appear in the record in consecutive fashion, that can be arranged by
the reporter.

Mr, JorLy. Thank you, sir; I should like to.

Mr. TREADWAY. At this point let me ask you something about
your first contention in connection with exemptions. I assume that
you meant from title III of the bill as presented to us, which is a tax
on earnings.

Mr. JoLuy. Yes, sir.

Mr. TrREADWAY. That is the exemption that you want, is it not?

Mr. JoLuy. Yes, sir.

Mr. TreaADWAY. In other words, you are appealing to make an
exception of employees of hospitals, so far as a tax on the pay roll
of the hospital is concerned.

Mr. JoLrLy. Yes, sir.

Mr. TrEapDWAY. That is what you mean by an exemption, and that
is what you are asking the committee to consider, is it not?

Mr. JoLny. Yes, sir.

Mr. TrREADWAY. ] notice on page 43 of the report of the Committee
on Economic Security that combines these provisions under eight
titles comprising this bill that there is a hospital advisory board, of
which I find you are a member.

Mr. JorLy. Yes, sir.

Mr. TrReapwAY. To what extent have you, as a member of that
board, been consulted in the preparation of this bill; or how many
meetings has that board had, for instance?

Mr. JoLLy. We were at one meeting. We are to be called to
another meeting next week, but the matters which we were discussing
come under the heading of health and I understand there is nothing
_concerning the matter of health in this bill.

- Mr. TrEapwAY. Do you mean the Public Health Service?

Mr. JorLy. What I am talking about is health insurance.

Mr. TrEapwaY. Oh, health insurance.

Mr. JoLLy. Yes. There is nothing about that in here, and the
matter that we are called on to have consultation about is health
insurance and such other matters as pertain to that.

Mr. TrREaDWAY. Your service on thé hospital advisory board, as
shown on page 43, had nothing to do with the preparation of this
bill? .

Mr. JorLy. No, sir.
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Mr. Treapway. Did your association—I am referring to the asso-
ciation of which you are president—offer any suggestions to anybody
having to do_with this bill? Did you offer any suggestion of an
exemption of hospitals, to anybody who, you thought, was responsi-
ble for the preparation of this measure?

Mr. JorLy. No,sir. We offered one to Senator Wagner, who drew
up the biil for introduction in the Senate.
b'lllvlr Treapway. I understand this is identical with the Senate

ill. .

Mr. Jorry. Yes, sir. The suggestion was made to him last year
and our understanding was that he agreed with us; that he was in
favor of it.

Mr. TreaDWAY. But there is nothing in the bill about that.

Mr. Jorry. There 1s nothing in here to take care of the hospitals.

Mr. TrEaADWAY. Your first information about it was when you
saw the bill in print?

Mr. JoLLy. Yes, sir.

Mr. Treapway. That is the first that any representative of hospi-
tals gn the country knew of the provision that your pay rolls would be
taxed.

Mr. JoLvy. Yes, sir.

Mr. TrEaDWAY. You are the president of the American Hospital
Association,

Mr. JorLy. Yes, sir.

Mr. TrEaDWAY. And you represent six thousand-odd hospitals?

Mr. JorLy. Yes, sir.

Mr. TrEapWAY. And I have no doubt that some committee—not
this committee—has agreed with you to place this matter before
Congress?

Mr. Jowny. Yes, sir. I represent the joint committee; I represent
the American Hospital Association—the Catholic Hospltal Asso-
ciation and the Protestant Hospital Association.

Mr. Treapway. Unfortunately, as I see it, you have not been a
party to the preparation of this bill, nor have you been consulted by
those who have prepared it, in any way, shape, or form.

Mr. JorLy. That is true.

Mr. TrEaDWAY. It may be that others can justify that, but it
seems strange to me that you, as the representative of 6,000 hospltals——
and I should like to get that very clear for the record because I am
just a layman and know nothing about these matters. As I under-
stand it, you are the president of the National Hospital Association
and represent a joint cornmittee which is comprised of representatives
of all the hospital associations.

Mr. Joruy. That is true. _

Mr. TreapwAY. And there are 6,400 of those hospitals? Each one
of those has a board of directors, I assume.

Mr. JoLLy. Yes, sir.

Mr. Treapway. And those members are charitably inclined, public-
spirited people?

Mr. JorLy. Yes, sir.

Mr. Treapway. Irrespective of religious affiliation; there is no
religious factor involved here at all?

Mz, Jorry. No, sir.

Mr. TrREapway. They are all charitably inclined?

Mr. JoLrLy. Yes, sir.
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Mr. TrEapwAY. People who are interested in their communities?

Now, Doctor, they naturally would have a great interest in the
preparation of as comprehensive a measure as this is, having to do
with the public welfare.

Mr. JoLLy. Yes, sir.

Mr. TrEaADWAY. Aflecting communities scattered throughout the
United States.

Mr. JorLy. Yes, sir. That is why I am here.

Mr. TrREaADWAY. Do you not feel—perhaps this is an embarrassing
question, and I do not want to embarrass anybody, unless it is some
Democrats once in a while

Mr. JorLy. Well, I am a Democrat.

Mr. TrEaDwAY. Of course, that does not make any difference.
You are here as representative of these hospitals. We may try to
embarrass some of these Democrats on the floor of the House. How-
ever, do you not feel that, considering the large group of people,
scattered throughout the United States, whom you are representing
here today, someone connected with the Government in the prepara-
tion of such a broad measure as this should have asked some kind of
assistance or advice or information of soineone representing your
group?

Mr. Jorry. I would say yes.

Mr. TrREADWAY. You would not consider that all the wisdom on
these subjects was confined to these college technical experts, who
have had no experience out in the world, who do nothing but lecture
to college students; you would not consider that they represent all
the wisdom of the United States on medical and health matters,
would you?

Mr. Jorry. No, sir.

Mr. Treapway. I would not, either.

Mr. HiLn, Mr. Jolly, this hospital advisory board listed here on
page 43 of this report that has been referred to were consulted as to
this legislation, were they not?

Mr. Jorry. I stated a moment ago that this advisory committee
was called to one meeting to discuss only the problem of health
insurance.

Mr. Hizn. And you were interested in that?

Mr. Jorry. Yes, sir.

Mr. Hirn. You are now interested in that?

Mr. JorLy. Yes, sir.

Mr. Hizn. You favor that in this legislation?

Mr. JoLLy. Health insurance?

Mr. Hirr. Yes.

Mr. Jorry. I would not say that, not here. But that is not in
here. Health insurance is not in here.

Mr. HiLr. Just what were you here for?

Mr. JoLLy. When?

Mr. HiLn. As a member of this advisory board.

Mr. Jorry. To study the matter of health insurance. That is not
in here. We are coming together again next week for the same pur-

ose.
P Mr. Hin. Were you interested in any other features of the bill?

Mr. JoLLy. No, sir; just health insurance. That is all we were
called for.

Mr. Hirr. You were not consulted about any other features?

118296—35——28
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Mr. JorLy. No, sir.

Mr. Hirr. Health insurance was not included?

Mr. JorLy. No, sir.

Mr. Hizr. Do you favor the legislation proposed in this bili?

Mr. JoLvLy. Yes, sir.

Mr. Hiin, You are for it?

Mr. JorLy. Yes, sir.

Mzr. Hinn. And your advisory committee is for it?

Mr. JoLLy. Oh, yes, sir. We are for that, but we want the hospitals
exempted. _

Mr. Hirn. T understand that. I am talking about the general
legislation proposed in this bill.

r. JoLLy. Yes, sir; we are for it.

Mr. HiLr. You favor old-age insurance?

Mr. JoLry. Yes, sir.

Mr. Hirr. And you favor unemployment compensation?

Mr. JoLLy. Yes, sir.

Mr. Hiir. And you want your own group exempted from the tax
40 be imposed under those provisions?

Mr. JoLry. Yes, sir.

Mr. Hizr. But you are favorable to the legislation proposed in this
bill as to those subjects?

Mr. Jorry. Yes, sir.

Mr. Hirr. So you are not hostile to it?

Mr. Jorry. No, sir; not at all.

Mr, Hrur. You gave some study to it, I take it?

Mr. Jorry. Yes, sir.

Mzr. HiLr. Your group did?

Mr. JoLLy. Yes, sir.

Mr. Hir. Your advisory group?

Mr. Jorry. Yes, sir.

Mr. HiLr. You are president of the American Hospital Association?

Mr. JorLy. Yes, sir. ’

Mr. Hizr. Does that include cburch-supported hospitals as well as
those that are not supported by churches? )

Mr. JoLLy. Yes. There are 748 church hospitals in the country.

Mr. Hivi. How are the others supported? The others are non-
sectarian, I take it?

Mr. JoLry. Yes. Sometimes some of them are fraternal hospitals
like the Shrine Crippled Children Hospital, or some of them are set
up by people in the community. Sometimes even a doctor puts up a
hospital that serves the community. There is no profit to it. He
has put it up for that. For instance, I know of a doctor this last
week that showed me his hospital. He has the only hospital in the
county. He said, ‘I put every cent I ever made into this hospital,
and now I am ruined, and I am going to lose the hospital. I have
lost everything I have had because 1 have tried to serve the whole
county and they have overrun me and ruined me.” :

Mr. Hizs. Did he expect to make a profit when he originally set
up the hospital?

Mr. JorLy. He did not expect to make a profit, but he expected
not to lose everything that he had.

Mr. HiLn. Are there any hospitals within the American Hospital
Association that are not nonprofit hospitals?

Mr, Jowry. Yes, sir. Most of them are nonprofit hospitals.
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Mr. Hin. I said not nonprofit hospitals.

Mr. JorLy. Oh, there are a few owned by private individuals;
very few of them.

Mr. HiLr. Do you want to exempt those from the operation of
this bill? Do you want to exempt those that operate for a profit from
the operation of this bill?

Mr. Jorny. No, we do not want to exempt them. It is just the
nonprofit hospltals that we want to exempt.

Mr. Hrii. There are some hospitals in your group, the American
Hospital Association, that are operating for profit. -Is that true?

Mr. JorLy. Yes, sit; but a very few of them.

Mr. Hirr. You do not want to exempt those from the operation of
the bill?

Mr. Jorry. I would not; no, sir; if they are operting for profit.

Mr. Hitz. You want exemptlon of the nonproﬁt hospital institu-
tions from the operation of this bill?

Mr. JoLLy. Yes, sir; that is it.

* Mr. HiLr. Are you acquainted with the character of institutions
embraced in the Western Hospital Association?

Mr. JoLvy. Yes, sir; I know them.

Mr. HiiL. Are they nonprofit, or not?

Mr. JoLry. Yes, sir; nearly all of them are nonprofit. There are
1 or 2 that are set up for profit. There is a group of doctors in Los
Angeles who have set up their own hospital. They have a whole,
complete scheme for taking care of people, their health and the hospltal-
ization, and everything, I think, but dental care. That is a profit
hospltal But there are very few on the Pacific coast that are profit
hospitals.

Mr. Hiun. There are some hospltals w1th1n that group, that are
operated for profit?

Mr. JoLLy. Yes, sir; very few, though.

Mr. Hiwn. Do you know the relative number?

Mr. Joury. I would say that there was not over 2 percent of them.

Mr. HiLr. What character of hospitals are the 98 percent, then,
in that Western Hospital Association?

Mr. JorLy. Those are nonprofit hospitals.

Mr. HirL. Who maintains them? How are they maintained?

Mr. JoLry. They are maintained by churches or by community
groups, and the rest of them Government hospitals. Of course,
you can count the Government out if you want to.

Mr. Hirn. The hospitals in the Catholic Hospital Association are
all sponsored by the Catholic Church, are they?

r. JoLLy. There are 650 Catholic hospitals in the United States.

Mr. HiLL. Are they all in that?

- Mr. Jorry. They are all in this group about which we are talk-.
ing, the nonprofit hospitals.

Mr. Hiin. Are they all in that group known as the Catholic
Hospital Association?

Mr. JoLLy, Yes, sir.

Mr. Hiur. They are all nonprofit, you say?

Mr. JoLrLy. Yes, sir.

Mr. Hirr. You have here the Cincinnati General Hospital.

Mr. JorLry. That is a tax-supported hospital, municipal.

" Mr. Hirv. Is that a nonprofit hospital?
- Mr. Jorry. Yes, sir; that is tax supported.
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Mr. HiLr. It pays nothing above ex

Mr. Jorry. No, sir.

Mr. HiLr. How about this last one here, Mr, Davis, chairman of
the council on community relations of American Hospital Association.
Is that a kind of a liaison organization?

Mr. JoiLy. Yes; that has nothing to do with any particular
I;ospit.a,l.. That is just a committee of the American Hospital

qanniatinan

Mr. HiLi. As I get it, you would have no objection to including
Wit%ir‘x? the provisions of this bill all of the hospitals that operate for
profit?

Mz, Jorry. Yes, sir; that is right.

Mr. Hizn. But you want to exclude those that are operated without
any ideTa, of profit?

AVIL,

£ TS, Sii. R

Mr. Hiun. Can you tell us about what percentage of all the
hospitals of the country are operated for profit?

Mr. Jorry. I eould only approximate it. I told you that there
are 6,437 hospitals, to be accurate, in the United States. Seven
hundred and fifty-six of those are Government hospitals. That
leaves 3,481 general hospitals, non-Government. Then we have
tubercular hospitals; mental hospitals; special hospitals, like ear,
nose, and throat, genito-urinaries, and such. I should say there are
4,500 nonprofit hospitals in the United States.

Mr. HiLr. 4,500 out of 6,400?

Mr. JoLLy. Yes, sir.

Mr. Hinn. Are nonprofit?

Mr. Jorry. Nonprofit hospitals, yes.

Mr. Hirn. That leaves a very considerable number of hospitals
operated for profit. g

Mr. Jorry. If you take 756 out of that, then that does not leave
80 very many.

Mr. HiLt. How many does it leave? You make the calculation.

1\/{1’. Jorry. In round numbers there are about 250 profit hos-

itals.
P Mr. Coorer. Doctor, without undertaking to reflect any personal
views on the points raised by you, I am simply seeking s little informa-
tion on this question that has been raised by the gentleman from
Washington. I understand that it is your position that the hospitals
throughout the country that do not make a profit should not have
this tax imposed upon them. ,

Mr. JoLry. That is true.

- Mr. CooreR, From an administrative standpoint how could that
be handled? You do not know until the end of the year, do you
whether a hospital has made a profit or not?

Mr. Jorry, We know every 30 days. Our own hospital has its
books audited every 30 days by a certified accountant.

Mr. Coorer. You mean every hospital within your group has an
audit every 30 days?

Mr. JorLy. No, I mean the one of which I am superintendent, but
we all keep books every 30 days.

Mr. Coorer. You are speaking not for your hospital alone, you are
speaking for your association of hospitals, are you not?

Mr. JoLry. I think every hospital in. the United States could tell
yOlllll (f,very 30 days how they got along that month. I know they
co .
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Mr. CoopreR. But of course you understand this bill does not con-
template the tax shall be imposed on a profit basis. That is not
the plan of this measure. You understand that, do you not?

Mr.? JorLy. Yes, I understand that, but it is on your pay roll, is
it not?

Mr. CoorER. Yes, on the pay roll.

Mr. JorLy. Nonprofit hospitals have pay rolls just like the rest,

Mr. Cooper. What I am getting at is, from an administrative
standpoint how could you work out some arrangement so as to take
care of the hospitals you have in mind, and yet not allow the others
to escape that you frankly state that you think should not escape?

Mr. Jorry. Of course, I do not know how to set that up for you;
it certainly would be a very easy matter to find out the hospitals
that are set up for profit; whether they make a lot of profit or not—
of course, a lot of them that are set up for profit do not make any
profit. Some of them have been ruined. Even with the nonprofit
hospitals we have closed 400 in the last 5 years. I came through
Chicago Saturday, and they had just closed the Iriquois Hospital,
that was put up 1n memory of the fire.

Mr. Hivn. Will you define for the record what you consider a non-
profit hospital?

Mr. JorLy. A nonprofit hospital is one that is organized for the
purpose of not making a profit, but that every cent over actual op-
erating expenses goes {o take care of charity patients, maintenance of
the property, and so forth. We call them voluntary hospitals, where
they are put up to take care of just as many people as it 1s possible to
take care of. After you take care of the people who pay you, you
take care of as many free people as you can off the profit from those
who pay you.

Mr. CooreEr. Would it be your idea that all hospitals, within the
definition just given, should be exempted? -

Mr. JoLLy. Yes, sir.

Mr. Coorer. Is it not conceivable that some hospital, although it
is not organized or conducted as a profit hospital, might at least break
even or make a little money, while on the other hand some hospital
that was intended as a profit-making hospital might come out in the
red? I am just wondering how you are going to be able to administer
any exemption provision so as to make the separation that you have
in mind.

Mr. JoLLy. Many of the profit hospitals have come out in the red.
Some of those that are not organized for profit have gotten over into
the black—very few of them—but the black that they have must go
to take care of charity patients. It is written in their charters. That
is the way their charter reads, to take care of charity patients—Iree
service. ,

The CuairMaN. Would the distinction be, Mr. Jolly, that a non-
profit hospital would be one that under no circumstances would pay
any dividends to either the stockholders or the private owners?

Mr. JoLvy. That is usually the way it is written in.

The CuarrMaN. And a profit hospital would be one that might
and would, when it had a profit, pay dividends to the stockholders or
to the private owners?

Mr. JorLy. Yes, sir. That is the usual way the charter is written.

The CuairmMaN. That could be easily determined?

Mr. JoLLy. Yes. '
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The CuatrMaN. In other words, the nonprofit hospital upon mak-
mg any profit, if it does, enlarges the scope and usefulness of the
institution, and none of it goes to the benefit of the owners?

Mr. Jorry. That is it.

Mr. LEwis. I want to compliment the Doctor on the directness of
his answers. It is very helpful to the committee,

Mr. Jorvy. Thank you

Mr. Lewis. You may not be able to give me the approximate
figures, but I would like to have them given. What percentage of
‘the budget of expenses of a typical hospital will go to the pay roll? -

Mr. Jorry. About 30 percent is the average over the United
‘States. As I say, in some places it is higher. In Cleveland it is 55
:percent, But the average in the United States is between 30 and
33 percent for pay roll.

Mr. Lewis. Not as high as I had supposed.

Now, then; Doctor, this further question: The employees are
largely nurses, are they not?

. Mr. Jowry. No,sir; I would not say that the nurses predominate.
T think that maids and orderlies and porters perhaps would be the
-larger number; then would be the nurses, and then clerical help.

Mr. Lewis. What percentage of the salaries of those on salary

would fall below $100 a month?
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Mr. Lewis. What percentage of the employees?

Mr. JorLy. I would say 85 percent. It is different in different
parts of the country. For instance, in the South, our folks work for
less than they do in the North and the East. Nurses and everybody
work for less there than they do in the North and the East.

Mr. Lewis. Then the phenomenon of dependency and old age is
about as likely to fall on hospital empleyees as on other branches
of the population?

Mr. Jorry. I could not answer that except to give my own idea,
and I think you would be correct; yes, sir.

Mr. Lewis. That is very acceptable

Mr. Joruy. Yes, sir; I think it would.

Mr. LEwis. In other words, they would stand in the same general
'need for likely assistance when past 65 as the rest of the population?

Mr. JoLLy. Yes, sir.

Mr. Hizr. Is there an age limit on the services of nurses? For
.example would you consider a nurse unavailable at 60 or.65, though
she be in good health?

Mr. JoLLy. No, sir. We have no arbitrary figure set th
We do for doctors, but we do not for nurses.

Mr. LEwis. I think that is all.

The CrarrmMaN. Were you through with your main statement?

Mr. JorLy. No, sir.

The CrarrRMAN. Will you proceed?

Mr. Jorry. Hospitals have no opportunity to increase the rates for
service to cover the cost incident to unemployment insurance as
industries and commercial enterprises have. The industries, when
-they have this tax put upon them, can raise their selling price and get
their money back. Hospitals cannot do that. We are almost at a
fixed charge there. People just will not stand for certain charges in a
bospital. You get to a certain amount and you cannot go any
further with it. Industries can raise their selling prices, but hospitals
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cannot raise the selling prices very easily. There is another way in
which we do not parallel industry. Hospitals must keep personnel
fairly constant, to be ready for emergencies. Industries’ employees
fluctuate with amount of work to be put out.

While we do not want to be considered as an industry

Mr. Lewis. May I interrupt? That argument would apply to the
unemployment feature particularly, but it would not apply to old-age
dependency.

Mr. Jorry. No, sir; you are right. The hospital load tends to
increase during the periods of general unemployment. More indigent-
people come to the hospital during the depression than come when
they are at work. I think you can see the reason for that without any
argument. :

Hospitals in such periods meet their financial problem not by the
discharge of employees, but through the reduction of salaries and
wages, and that as a consequence an enforced payment into an un-
-employment pool would result in a reduction of the salaries and wages-
of employees in hospitals, without their ever being able to draw any
appreciablé result.

That is what we did during this depression. Instead of turning
people off, workers in the hospital—because we could not turn them
off; we still had a great many patients in the hospitals and we had to -
take care of them—instead of turning the people off we reduced wages.
Some hospitals reduced wages 50 percent, and some of us went as
far as 60 percent reduction in pay roll. I can cite you some instances
where people worked in a hospital for nothing but their room and
board in order to keep their jobs; and even then hospitals went in the'
red, and some of them had to close. ,

The annual pay roll of the voluntary hospitals of America amounts
to $121,500,000. The pay roll of hospitals constitutes about 30
‘percent of the total cost of operation. Hospitals have had an increased
burden of indigent sick without Government relief except in three or
four States. Relief dgencies have fed and clothed and housed the
indigent but the moment they need hospitalization the relief agencies:
have taken the attitude that the hospitals always have cared for the
ind igent so let them do so now, ignoring the fact that in addition to an
increase in free patients, the hospitals have had a falling off of earnings.
from pay patients and a falling off of donations from philanthropically
‘minded people to about 40 percent of what such.donations were in
1929 and 1930. I would like for you toremember that, gentlemen. We
have had no relief at all, the hospitals, from any relief association
except in three or four States where the local relief association does.
that.

Mr. Knurson. I desire to call your attention to section 3, at the
bottom of page 2 of the bill. The language after the comma in line
23 does not seem to offer very much %ope for hospitals under this
legislation. :

Mr. Jorvy. I know that, sir. :

Mr. KnuTson. It closes the door on any charity patient that any
hospital may have, for he would be ineligible to relief.

. Mr. JowLy. Yes, sir.

Mr. Knutson. Do you put any other construction on that?

Mr. JorLy. No, sir; I see no help in this for the hospitals at all.

Mr. KnuTtsoN. Nor the people in the hospitals?
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Mr. JoLLy. No, sir; that is what I am trying to tell you, that the
relief associations have fed the people and have taken care of them by
food and clothing and housing and so forth, but the minute they got
sick and walked up to the hospital door, they said, ‘“All right, you
take care of them”. We have not been able to get any money from
anybody to take care of these indigent patients, for relief patients,
even. We have not been able to get money for them. The hos-
pitals have borne not only the burden they have always borne but
have had this increased burden. ' v

Mr. KxvursoN. Would it not seem that an indigent person in need
of medical attention or hospitalization is more in need than an indigent
person who has his health?

Mr. JoLrLy. Yes, sir.

. Ngr. K~xvutson. If anything, we should make extra provision for
im?

Mr. JoLry. Yes, sir.

The CrairmaN. Doctor, is it your position that if this tax is im-
posed upon hospitals of the type and class you represent, that it will
be reflected in less service to those that receive charity treatments;
in other words you will be able to do less charity work?

Mr. Jorry. Yes, sir; absolutely. If we have to pay this tax,
where in the world are we going to get money to take care of indigent
patients? Most of us are absolutely dependent now on the receipts
from pay patients, because our donations have gone down to nothing,
or almost nothing; I mean that comparatively. We have no other
way to get at more money.

The CrairmaN. The net effect would be, then, that your institution
would be unable to do as much charity work as 1t has been doing and
is doing at present?

Mr. JoLLy. Yes, sir.

Mr. Treapway. The purpose of this bill seems to be to gather
together quite a large lot of money one way or another, by tax, by
levying on pay rolls, or various ways, and appropriations from the
Federal Government. If all this money that is in prospect be gath-
ered together under this bill and equitably distributed, would it
relieve hospitals from some of the need of money for indigent cases?

Mr. JouLy. I do not see how it would relieve us if we have to take
care of patients. The patients come to our doors.

Mr. TrEapwAaY. The theory of this bill so far as the unemploy-
ment and the old-age sections are concerned, is to relieve indigency
and distress.

Mr. JoLLy. That does not relieve indigent sickness, does it? The
amount of money that they would get if they were out of employ-
ment would not justify them in going to a hospital and paying their
way.

Mr. TrEaADWAY. It would not add to your receipts?

Mr. JoLLy. No, sir.

Mr. TrREaDWAY. Or relieve you of the care of the indigent?

Mr. Joruy. If a person gets $15, or $30 a month, that is a dollar a
day. It costs that to feed him in a hospital.

Mr. TrREaDWAY. So you do not feel that the patients liable to ask
for service at hospitals will be reduced?

Mr. Jowvy. No, sir.

Mr. TreapwaY. Or cared for in another way, with this bill in
operation? '
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Mr. Jorry. No, sir; I see no help for the hospitals in that.

The Cuairman. Would it not be a fact, then, that with relief being
given under this bill there would be fewer charity patients?

Mz. Jorry. No, sir; I do not think so, because there is not enough
relief in this for the patient to enable him to go to a hospital and pay
his way. He is still going to have to go to some free hospital. A
person getting $30 a month cannot pay his way in a hospital. It
would not pay his way over a week in a hospital.

I have just one more point in my statement:

Nearly 400 voluntary nonprofit hospitals ceased operation in the
past 5 years because the financial burden became too heavy.

- 'We respectfully request you to consider:
; First, complete exemption of hospitals from payment to the general
und; or

While being exempted from the 1 percent donation hospitals be
allowed to pay into a special pool which after it reaches a certain
amount would release them from further payments except when
Wighdrawals were made from this for the payvment of unemployment;
an .

Include in legislation the cost of hospitalization for beneficiaries
so that hospitals may be paid for the care which they are asked to
provide free from the unemployed.

Mr. Reep. I just want to ask if during this depression when the
contributions to your hospital were going down you had to curtail
the service you rendered as.a result, in order to keep within your
budget?

Mr. JorLry. You mean to refuse to accept patients or give less
service to those in the hospitals?

Mr. Reep. Give less service to those in the hospitals.

Mr. JoLLy. I think that I can safely say.that very few hospitals
have reduced the service that they give to patients. We may have
to reduce the number of patients that we take in, but we try to keep
our service—you understand that hospitals, approved hospitals meet
standards set up by the American College of Surgeons. Any hospital
which does not keep up with the standards is put off the approved list,
and no hospital wants to go off the approved list.

Mr. Reep. There has been no relaxation in that standard at all?

Mr. JoLry. No, sir. I do not know of a single one.

Mr. Reep. Has the cost of operation increased materially, the cost
of operating your hospitals?

Mr. Joury. Yes, sir; because when the occupancy of a hospital
goes down, your cost of operation goes up. You have the same
overhead, or almost the same, and you can see your divisor is less,
therefore your quotient is greater.

Mr. Reep. You would have a lot of idle beds with all that over-
head?

Mz, JoLLy. Yes, sir.

Mr. Reep. Have the salaries gone up or down?

Mr. JoLLy. The salaries have gone down. As I say, in some
hospitals they have gone down 50 percent.

Mr. Reep. Has the cost of supplies and material gone up?

Mr. Jorry. Yes, sir. In the past 6 months supplies have gone
up, and they are still going up. Food supplies are going up and all
the materials we use in the hospital have gone up. Food has gone
up 20 percent.
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Mr. Reep. So that you are getting squeezed from every direction?

Mr. Jorry. Every direction.

Mr. Reep. This would be just one more squeeze?

Mr. Jouuy. Exactly. I could not have stated it better.

_ Mr. Chairman, if you do not care to ask me any other questions,
I would like to introduce to you Monsignor Griffin, who is the vice
president of the Catholic Hospitals Association and a member also
-of this joint committee. I would like for him to say a word.

Mr. Hiur. I would like to ask a question or two: You are appearing
here for the interests of the nonprofit hospitals?

Mr. JoLry. Yes, sir. :

_I\égr;’ Hivrv. Within the definition that you gave of nonprofit hos-
‘pitals?

Mr. JoLLy. Yes, sir.

Mr. Hr. You are not interested in exempting those hospitals
which are set up and operated for profit?

Mr. Jorry. No, sir.

Mr. HiLL. Whether they make a profit or not is beside the question?

Mr. JorLy. Yes, sir.

Mr. Hirt. Would you care to submit in the form of an amendment
-something to meet that situation that you have presented here as to
the nonprofit hospitals? :

Mr. JoLrLy. Yes, sir. ‘

Mr. Hinu. So as to exclude those set up for profit?

Mr. JorLy. We can put that in this little brief here that I have for
you.

Mr. Hizn. All right.

The CaatrMaN. You understand, doctor, that the proponents of
this bill when they first appeared before the committee said it was
-only a framework, that they desired to cooperate with the committee
and that any change which the committee wished to make would be
‘welcomed by the sponsors of the bill. That is the reason you are here.

Mr. Jorry. Yes, sir.

The CrairmaN. You understand that it is not a hard and fast bill
that is closed against all amendment or change?

Mr. JoLLy. We appreciate the opportunity to come and show you
_ -our side of it.

(Mzr. Jolly submitted the following for the record:)

The joint committee of the American Hospital Association, the Catholic Hospital
Association of America, and the Protestant Hospital Association of America,
referring to H. R. 4120, respectiully submit to the consideration of the Committee
-on Ways and Means the following which we suggest be adopted as amendments
‘to H. R. 4120:

1. That all hospitals organized and operated ‘“not for profit”’ and no part of
whose earnings accrues to the benefit of any private person or individual be totally
:exempt from the payment of any taxes imposed by this bill.

2. That no provision of this act be ever interpreted as prohibiting or preventing
the use of funds made available under this act for disbursement to a public or
private nonprofit charitable institution for any service rendered to any person who
is a beneficiary of this act and that no person otherwise a beneficiary of this act be
deprived, by reason of being an inmate of a charitable institution, of benefits
provided by this act.

Follows a brief memorandum in support of our suggestions:

1. The three hospital associations represented by the joint committee speak for
a total of 6,437 hospitals in the United States. Of this number 1,776 are Govern-
ment hospitals, leaving 4,661 hospitals not Government owned. Of these 4,661
hospitals, approximately 4,500 are nonprofit hospitals. The others not being
organized “not for profit” are excluded from our recommendations. These
nonprofit hospitals are truly public-service corporations and as such have a
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partnership with the Government in providing for the general welfare and in
the execution of the plan embodied in the bill for the relief of indigency and dis-
tress in the interest of greater social security.

2. Nonprofit hospitals are not industries but they are charities, organized and
operated for the common weal, without thought of profit and with the only
purpose of affording to the maximum limit of their resources adequate hospital
<care for all our people when and as needed.

3. Nonprofit hospitals are unlike industries in that they do not experience
heavy fluctuation in employment of personnel during periods of depression, but
with the increase of hospital care given, particularly in assuming the increased
load for the care of indigent and unemployed, hospitals maintain a rather definite
standard of numbers of employed personnel; the ratio of employed personnel to
patients remaining practically the same during all periods.

4. Heavy withdrawals from the income of nonprofit hospitals for the purpose
of this or other taxes reduces by the amount withdrawn the financial ability to
give hospital care to the indigent and unemployed.

5. Nonprofit hospitals have no opportunity through the increase of their rates
for service to cover the costs incident to unemployment insurance, as industries
and commercial enterprises have. -

1 6. Unemployment in hospitals has not been a serious factor in hospital prob-
lems. :

7. Employment in hospitals is dependent upon the amount of sickness and not
upon the condition of industry.

8. The hospital load tends to increase during periods of general unemployment.

9. Nonprofit hospitals in such periods meet their financial problem not by the
discharge of employees but through the reduction of salaries and wages, and that
as a consequence an enforced payment into an unemployment pool would result
in a reduction in the salaries and wages of employees in hospitals without their
ever being able to draw any appreciable result.

10. The annual pay roll of the nonprofit hospitals of America amounts to
$121,500,000. The pay roll of hospitals constitutes about 30 percent of the total
cost of operation.

11. Hospitals have had an increased burden of indigent sick without Govern-
ment relief, except in three of four States. Relief agencies have fed and clothed
and housed the indigent but the moment they need hospitalization the relief
agencies have taken the attitude that the hospitals always have cared for the
indigent so let them do so now, ignoring the fact that in addition to an increase
of free patients the hospitals have had a falling off of earnings from pay patients
and a falling off of donations from philanthropically minded people to about 40
percent of what such donations were in 1929 and 1930.

12. Nearly 400 voluntary nonprofit hospitals ceased operation in the past 5
years because the financial burden became too heavy.

Any statistical information the committee may desire will be gladly furnished.

Chairman Joint Committee and President American Hospital Association.

Member Joint Commitiee and Vice President
Catholic Hospital Association of America.

The CuairmaN. We thank you for your appearance before the
committee and for the information which you have given.

STATEMENT OF RIGHT REVEREND MONSIGNOR MAURICE F,
GRIFFIN

Monsignor GrirriN, My name is Right Reverend Monsignor M. F.
Griffin, Cleveland, Ohio, vice president of the Catholic Hospital
Association of the United States and Canada, senior trustee of the
American Hospital Association. .

I would like to speak briefly for the trustees of the American Hos-
pital Association and for the board of directors of the Catholic Hospital
Association,

The CramrMan. If you prefer, you have the privilege of making
your statement without interruption.
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Monsignor Grirrin. I haveno prepared statement, Hon. Mr. Chair-
man,

I would like to begin with the beginning of the bill to alleviate the
hazards of old age, unemployment, and iliness. I would like to stop
right there. That is our business, alleviating the hazards of illness.
We have the organization for that purpose. If the purpose of this bill
is to alleviate the hazards of illness, we feel we should be included in
the activities contemplated by this bill, just as, for instance, when the
C. W. A. was organized it became necessary over night to take care
of approximately 5,000,000 men, and we, this same committee whose
representatives are appearing before you today, were called in by the
Federal Emergency Relief Administration and requested to mobilize
the 6,400 hospitals for the purpose of making them tributary to the
welfare that was desired. So, too, we feel that in the operation of this
bill, there should be provision made to bring in the hospitals in order
that they might contribute their services, cooperating in this general
program. We view with alarm such provisions as this, that make the
beneficiaries of this act ineligible to receive its benefits just because
they are inmates of public or charitable institutions. We all know
that these people 65 years and over aregoing to be inmates of charitable
institutions, and such we consider ourselves. We know that they are
going to be in the hospitals in large number. We express great sur-

prise that provision was written in this act to make them ineligible.
© Mr. Hizr. Will you yield for an observation right there? You are
referring to section 3 on page 2 of the bill?

Monsignor GrirriN. No, lines 23 and 24 on page 2, the definition
of “old age.”

Mr, Hiru, That applies to old-age assistance. That is what we call
old-age pensions.

Monsignor GriFrFiN, Yes.

Mr. Hiit. But it does not apply to the old- -age annuity or the
unemployment compensation provisions of the bill.

Monsignor Grirrin. Would that relieve us, sir?

Mr. HiLn. I say, the provision here in section 3, which says:

As used in this title ‘‘old-age assistance’’ shall mean financial assistance assur-
ing a reasonable subsistence compatible with decency and health to persons not

less than 65 years of age, who, at the time of receiving such ﬁnancml ass1stance,
are not inmates of public or other chartitable institutions, *

applies only to those otherwise eligible for the old-age pension, as
distinguished from those who are beneficiaries under the old-age
annuity and the unemployment compensation provisions of the bill.

Mr. Lewis. I presume it may have been designed to stop the in-
mates from getting this free charitable service from the public insti-
tution and the pension at the same time.

Mr. Hinn. That is the idea.

Monsignor GrIFFIN. I see the point that is raised. As charitable
institutions, we are conducting these hospitals. When a patient
comes to us, does he ipso facto become ineligible to the benefits that
he has already been receiving?

Mr. Hiur. Ineligible to receive the old-age pension.

Monsignor GRIFFIN. Yes.

Mr. Hirn. But not ineligible to receive the benefits under the old-
age annuity provisions or the benefits under the unemployment com-
pensation provisions of the bill.



