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The Economic Futu
Leo

About the author: Father Browrn
Professor of Economics and Director
the Institute of Social Order of St.
University. For the past seventecn
he has been on the faculty there and
in addition to a professorship in cco-
nomics has held various administrative
posts in the University.

During World War Il he was a public
member of the War Labor Board and
the National Wage Stabilization Board
in the Seventh Region. During the Ko-
rean incident he was a member of that
Wage Board in the Ninth Regien. He is
presently a member of the Atom:c Ener-
gy Labor-Management Relations Panel
and since 1942 has been engaged in arbi-
tration of labor disputes throughout the
Midwest. On occasion he has mediated
a number of protracted labor disputes.

He received the A.B. degree in 1925,
the AM. in 1926, and the S.T.L. (a
theological degree) in 1935, all from St.
Louis University; and the Ph.D. in eco-
nomics in 1940 from Harvard University.
His writings include: Union Policies in
the Leather Industry, Harvard 1947;
Impact of the New Labor Law on Union
Management Relations, 1SO, 1943; Chap-
ters in Social Orientations, Loyola 1954,
and occasional articles.

Here follows an address Father Brown
gave to the Catholic Physicians’ Guild
of Detroit, in March of this year.

NE OF THE difficulties a

layman experiences in dis-
cussing a matter of common inter-
est with a professional group is
the lack of a common language
of discourse. The private practice
of medicine may connote one thing
to doctors and another thing to
laymen. Logically we should be-
gin this exposition with a definition
of private medical practice but I
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doubt that I can readily frame a
definition which would be wholly
acceptable to all.

Some in the profession equate
private practice with individual
practice, some extend the concept
to include many forms of group
practice, others are tolerant of a
wide variety of forms as long as
the free choice of physician is pre-
served, while still others would de-
fend as private any form of prac-
tice which preserves the patient's
choice of doctor and the physi-
cian’s freedom in the exercise of
his professional responsibilities and
in deciding the amount and meth-
od of compensation. It seems best,
therefore, to forego definitions and
discuss the organization of future
medical practice as it may be af-
fected by current economic trends.

In the past half century im-
portant changes have occurred in
medical practice. Even 25 years
ago great advances in the deteri-
oration and treatment of illness
had vastly affected the structure
of medical practice. With the de-
velopments which had then been
achieved in bacteriology, in serolo-
gy and radiology, specialization
had become an important part of
medical practice and the apparatus
for diagnosis and treatment of
disease required the outlay of sub-
stantial sums of capital. In recent
decades this trend has continued
at an accelerated rate. Today no
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individual ¢

hope to be truly
proficient in

re than one or two

of the spe. .zed medical fields
and few if can hope to acquire
all the equ nt needed for com-

plete diagn and treatment. As
a result, there has been a growing
interdependence of the general
practitioner and the specialist and
greater reliance of both upon the
facilities of specialized clinics and
hospitals.

These changes have inevitably
been reflected in the organization
of medical practice. A recent sur-
vey found that only 56 per cent
of practicing physicians are en-
gaged in individual practice. An-
other 11 per cent have expense or
space sharing arrangements; two-
man partnerships account for nine
per cent; large partnerships and
groups for seven per cent: salaried
assistantships for three per cent
and other salaried forms of prac-
tice in hospitals, in industry or
government, in universities and in
clinics operated by consumer
groups for 14 per cent.! These es-
timates take no account of phy-
sicians in military service.

What evidence there is suggests
that the trend away from solo
practice will accelerate. Only one
of four medical students opts for
strictly individual practice, Thirty
per cent of those in training, as
contrasted to 16 per cent of doc-
tors today, want to practice in
a partnership or in a group orga-
nized by physicians.

There has, indeed, been a move-
ment away from individual and
Into group practice; yet, if we look

! Clifford F. Taylor, “Tomorrow's

Doctor Won't Go It Alone,” Medi
Economics, September, 1957,e 'p. 3Oe6c.hCAI
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he phenomenon in perspec ve
shift has been remarkably s >w.
enty-six years have elaj sed

:e the Committee on the C ssts
Medical Care recommer led
medical service should be ur-
nished largely by groups of jay-
sicians and other associated ; er-
sonnel, organized prefer: bly
around a hospital, and rende ing
complete home, office and hos;j :tal
care.? Today, however., there are
about 800 formally - organ zed
groups with 12,000 of the ccun-
try’s 220,000 physicians.? Al out
one-sixth of the groups are o:ja-
nized on a prepaid, service b: sis.

Its advocates explain the s ow
development of large group p;ac-
tice by pointing to the traditic nal
conservatism of doctors, to the
problem of agreeing upon divi<ion
of revenue and to the car :tal
needed to set up facilities.

This conservatism may be o. er-
stated. Doctors who carry an in-
escapable and continuing burden
of decisions affecting the he.lth
and lives of their fellow men are
understandably conservative akout
methods of treatment. On the
other hand, there seems small rea-
son why this attitude should deter
them from considering methods of
practice which do not endanger —
which. their proponents affirm, ac-
tually improve — medical care.

In any form of shared practice,
the problem of dividing income is
real but this is one area in which
the medical profession can claim
no monopoly. Among close friends

2 Medical Care for the American Peo-
lg;le,lol(;lnivm‘sity of Chicago Press, 1932,

3 A Deutsch, “Group Medicine,” Con-
sumer Reports, January, 1957, PY 37:
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of mine in the legal profession o
has been in two partnerships,
other in three, in the past
years; the reason for the change
both cases has been the same
financial arrangements. This
ticular difficulty is probably
weighed by some of the
vantages of group practice
economy of shared space,
equipment and technical assistance
and the ease of referral without
risk of losing either the patient's
confidence or custom.

The third reason offered for the
reluctance to enter group practice
— the initial costs involved — is,
I suspect, the more important one.
Many doctors, to whom this type
of medical practice is attractive,
lack the capital to establish the
kind of facilities they regard as
necessary or desirable. To the ex-
tent that initial cost has been an
important obstacle to the growth
of group practice, recent develop-
ments may alter the picture.

Experimentation in prepaid hos-
pital and medical care on a large
scale dates really only from the
middle 1930s or early 1940s. The
most important single factor in
their development was the wage
policy adopted by the government
during World War II.

Insurance as fringe benefit

Wages were stabilized. With
certain exceptions, employers
could not grant wage increases
which would put more money im-
mediately in the pockets of em-
ployees. Non-inflationary fringe
benefits were permitted, including

pensions and health and welfare

benefits. As one employer granted
such benefits, others, competing in
the tight labor market of those
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imita = him.
‘essfully ne-

days, were forced
And as one union &

gotiated these ben: other un-
ions were forced ! Mlow  suit.
The contract of the ited Mine
Workers in 1946 ir.  hich mine

operators agreed to pay into a
welfare and retirement fund five
cents (now 40 cents) for every
ton of coal mined, automatically
set a standard for every union in
mass production industries.

In 1948 the National Labor Re-
lations Board in its famous Inland
Steel decision held that pensions
and a group insurance plan were
“wages’’ and ‘“conditions of em-
ployment” in the statutory sense
and that employers were legally
bound to bargain about them with
the employees’ bargaining agent,
that is to say, with their union. In
1949 a Presidential Board of In-
quiry in its report on a labor dis-
pute in the steel industry con-
cluded that

industry . . . owes an obligation to the

worker to provide for maintenance of

the human body in the form of medical
and similar benefits and full deprecia-
tion in the form of old-age retirement

— in the same way as it does now for

plant and machinery. This obligation
is . . . one of the first charges before

profits.+
These precedents and the pres-
sures they put upon union represen-
tatives had by 1951 moved health
and welfare benefits well toward
the top of the priority lists in union

negotiations.
The Korean War brought back
wage stabilization. The Wage

+ “Report to the President . . . on
the Labor Dispute in the Basic Steel In-
dustry.” Washington, Government
Printing Office, 1949. See also, “The
Report of the President's Steel Industry
Board."” Monthly Labor Review, Novem-
ber, 1949, 69, p. 509.
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Stabilizatior 3oard ruled, how-

ever, that i « usion of health and
welfare bei - ‘s in )abor agree-
ments did conflict with the

government s olicy of holding the
line on wages This ruling stimy-
lated a rapid growth of health
and welfare plans in union estab-
lishments with even nonunion es-
tablishments finding it either peces.
sary or desirable to make similar
provision for their employees. By
1952 unions, perhaps to their sur-
prise (in some instances to their
dismay ), were solidly established
in the health and welfare business.

Progress, however, in industry
and by regions was uneven. High-
f percentages of workers were
covered by health insurance in
manufacturing than in the service
m.dustries; coverage typically was
higher in the middje West and
middle Atlantic states than in the
South and far West. In Detroit,
for example, by 1952, 90 per cent
of workers in manufacturing had
Some coverage, while the corre-
sponding percentage in the service
trades was 38. This may be com-
pared with 46 per cent of workers
covered in manufacturing and 19
Per cent in services in New Or-
leans:; and with 4.5 per cent in
man}lfactuxgng and 58.4 per cent in
services in San isco-

R s i Francisco-Oakland

It should not pe inferred that
the 120 million-plus A mericans or
€ven a majority of them who. now
have some form of health jnsur-
ance are members of unions; neith-

5 U. S, Department of 0
of Labor Statistics, Wagegafng' 1?55?3
Benefits 40 [ abor ackets 195752 (Bul-
letin No. 1113}, Washington, 1].8. Gov-
ernment Printing Office, 1952, p. 57
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is it claimed that the ur ons |

© responsible for a major Hart
his development. What is sig-

cant is that the unions hg eal

ice, in some instances the de-
cisive voice, in the dispositio. of
vast sums devoted to health ov-
erage. How these funds are | sed
may have an important effect t son
the future organization of mec cal
practice.

Perhaps a million workers ind
some of their dependents are « ov-
ered by plans negotiated by the
Um’tecli Steel Workers: ther, is
a similar number in plans inw j
the UAW has an sfffective in er;'}-l
est. Last year the United N ine
Workers fund spent $60 mj] on
in welfare funds. Even one I cal
union in St. Louis, for exam le,
representing e mployees in the |. w-
er wage brackets, has fostere | a
health program which prese tly
has an annual budget of $1 mil:ion
to px;ovi%eo comprehensive he. [th
care for 6,000 workers :
8,000 dependents.® B ettt

Funds now are available to cre.
ate well-equipped group-health
clinics, if the unions decide that
such is the better way to provide
medical care,

In 1930 tc}ilere was one consum-
ér-sponsored health plan in :}
United " States, Todas there ar:
scores of them, serving possibly
more than 4 million people. The
Health Insurance Plan of New
York offers nearly comprehensive
medical care to half a million peo-
Ple. The Kaiser Foundation with
its ten hospitals, 25 clinics and 500

] See_A._H. Scheller, SJ., “How C
op Health Plang D w Co-
3" (October, 1953) p‘: 35;-06cl‘f‘" ORDER,
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doctors offers similar care to ah

an equal number. The Internat.

al Ladies Garment Workers' !

ion has health clinics in 14 <
offering preventive and diagro
services and in some cases mec!
care to ambulatory patients.
centers are now available to
per cent of the union’s 4
members. The AFL Medica

ice Plan in Philadelphia

33,000 union members and 22,000
dependents and has recently
opened a clinic which will accom-
modate a population of 75,000.
Other consumer-sponsored grcups
rely upon unions for much of the
membership.

These are mentioned only as
examples of the recent growth of
consumer-sponsored health plans.
In all, they represent but a small
part of the vast program of pre-
paid medical care. They are sig-
nificant when we realize that most
of the growth of this type of plan
has occurred since 1948.

Unions want preventive care.
They want complete coverage. A
typical insurance plan provides
neither. Data presented in Medical
Economics last year suggest that
the patient among the 120 million
Americans who carries some form
of voluntary health insurance will
pay about 10 per cent of his hos-
pital bill and that one out of six
will pay as much as 40 per cent;
on average about 20 per cent of
surgical expenses must be met by
the patient, with one out of three
paying as high as 40 per cent and
one out of six as much as 60 per
cent. Data on maternity cases are
spotty but it is estimated that one
out of three patients pay 20 per
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cent of the total n::cical ««pense.
The typical pati paying as
much as 40 per cer:
Complaint of Fees

The most insisten: mplaint of
administrators of union funds,

however, relates to the size of the

doctors’ and surgeons’ fees. There

is a widespread feeling among

such administrators that doctors,

in judging patients’ ability to pay.

add to the insurance allowance
approximately what they would
have charged the patient had he
not been insured. These officials
have the impression that the doc-
tors think that the insurance is
not a cost to the patient but rather
a donation from his employer and
that the burden of carrying such
insurance does not affect the
patient’s financial status. Such a
judgment, the unions are quick
to point out, is unsound. The em-
ployer’s “contribution” to health
and welfare has usually been won
by the union at the cost of wage
increases which were sacrificed.

The threat of the United Steel
Workers to take its million mem-
bers out of the Blue Shield pro-
gram may be taken as an index
of labor's feelings in these mat-
ters.

Mr. Walter Reuther’s position
is significant, not merely because
he is head of the United Automo-
bile Workers and of the Indus-
trial Union Department of AFL-
CIO, but because it reflects the
thinking of a very large number
of labor leaders. Reuther has been
quoted as saying that the worker

"7 “Health Insurance Goal.” Medical
Economics, April, 1957, p. 90.
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wants to kncv why. after paying
his insuranc: remium, he has to
pay out subs  tial amounts to the
doctor wher 1. has an operation;
why he may have X-ray tests
“only" when hospitalized; why so
many medical services are not
covered by insurance. The UAW
president states that there is no
longer a question about whether
the worker is to have an adequate
prepayment plan, but only how he
is to get it. Reuther asserts:
We cannot accept that quality is auto-
matically lowered by any change at
all in the prevailing pattern of prac-
ticing medicine and paying for it. . . .
Unions will experiment with broad-
ened prepayment and medical care
organization.8
Speculating on these and other
recent developments, Wallace
Croatman last October raised the
question, “'Is Labor Through with
Private Medicine?”® Nelson H.
Cruikshank, the Director of the
Department of Social Security,
AFL-CIO, was quick to reply with
an emphatic “no” in the same
journal the following month. He
added, however,

. trade unjons should be free to
choose the type of program that best
fits their needs, means and desires. We
also believe that group-practice and
direct-service programs should be
among the choices available to them.

me [unions] prefer one plan: some
prefer another. And they undoubtedly
always will.10
It would appear that labor is
determined not to sponsor in any
wholesale fashion prepaid, direct-
service medicine but to establish
the right to experiment with such
mStates His Case,” Medical

Economics. November, 1957, p. 173.
9 Medical Economics, October, 1957,

10 Medical Economics, November,
1957, p. 48.
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fo ms of medical organization n
taking this position unions ca 1e
inio head-on conflict with w at
appears to be the inalterable »-
sition of organized medici e.
What is likely to be the outct 1e
of such a conflict?

This is a question which ne¢ ds
to be seriously considered be! re
any answer is attempted. Ther is
a genuine possibility that if a ¢ n-
flict develops the medical | o-
fession may win the early enga e-
ments, with all of us. the med al
profession and unions incluc d.
losing the war.

The sincere conviction of org a-
ized medicine in the soundr ss
of its position and its undoub -d
strength in holding that posit on
may blind it to the much lar er

‘risks involved. Skilled as doct 'rs

are in the arts of their profess »n
they. as a group, show li le
adroitness in taking the pul lic
pulse.

The effectiveness of sanctii ns
within the reach of organi ed
medicine is best realized by memn-
bers of the profession itself. A
union-sponsored clinic, if it is to
operate, must get doctors and the
doctors must have hospital fac li-
ties. The medical director of such
a clinic, a surgeon of considerable
reputation, has told me of his ex-
perience in recruiting personnel.
He has what he considers an ade-
quate medical staff but he has not
always been able to get the men
he wanted. The young specialist
who has passed his boards tells
him frankly that he would wel-
come the opportunity of part-time
assignment to the clinic, its as-
sured income and the immediate
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prospect of practicing his speci
ty; he also tells him with eqt
frankness that he ‘‘can’t take
chance.” If he did, he would :
get referrals; he would endan
his hospital connections. He mus
he explains, think not only of
next three but of the next 10 ye
The possibility of expulsion

a county medical society is a pov
erful deterrent.

Struggle in Prospect

Organized medicine should rec-
ognize, however, that in a ccntest
with unions it would meet an
antagonist experienced in con-
flict, one with resources to carry
contests to the courts, an adver-
sary not devoid of influence with
the public and with national legis-
latures.

The contest which is now going
on between the director of the
United Mine Workers Memorial
Fund and some representatives of
organized medicine might well
suggest that unions will not
easily relinquish a position which
they feel compelled to take in the
interests of their members. An-
other issue is involved in that con-
troversy. Although originally per-
mitting its beneficiaries to select
any doctor of their choice. about
a year ago the Fund removed
some doctors and hospitals from
its panel. Medical societies in
Pennsylvania. Illinois and Colo-
rado reacted promptly.

The Fund's version of the con-
troversy is stated in an interview
with Dr. Warren F. Draper, its
medical director, early this year.!!

11 Louis R. Chevalier, “Free Choice

Has Failed,” Medical Fconomics, Jan-
vary, 1958, p. 72.
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“"We want,” says |’ . Dr. ser,

to use the men best - alified to pro-
vide the care that ou - individual pa-
tients need. But organ medicine is
taking a stand for frec ice without
a clear definition of th »>hrase. . . .
The medical societies . . are putting
up a hard fight against right to
be selective.

He goes on to say that the medi-
cal plan was originally set up on
a fee-for-service basis but that
the Fund found that it was “tend-
ing toward subsidizing a gravy
train.” “In many communities,”
Dr. Draper continued,
the surgical diagnosis and the operative
surgery for Fund beneficiaries were
clearly inferior in quality. And the
amount of surgery performed was far
in excess of what is performed on the
general population.
Since unrestrained free choice did
not work, the Fund wanted a
system that would. It tried, said
Dr. Draper, various plans. It tried
to negotiate with medical societies
in Pennsylvania without success.
When asked how the Fund
would meet the opposition of
medical societies, the UMW
Fund's director replied that they
were meeting it. In the Pittsburgh
area the Fund dropped 200 doc-
tors and 11 hospitals from their
plan but have left 850 doctors and
17 hospitals for the members to
choose from. Dr. Draper added
that the vast majority of phy-
sicians who have worked with
the Fund are satisfied with it. It
may well be signficant that some
county medical societies in Illi-
nois quietly tabled the resolution
of the State Medical Society about
cooperation with the Fund. When
we remember that the Fund spent
about $60 million last year on
medical care, we can anticipate
that doctors, especially in com-
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munities wh: > the Fund is an
important sc ce of much of the
money spent medical care, will
not present nited front in any
campaign wh ¢h organized medi-
cine directs :gainst the Fund.

In Las Animas County, Colo-
rado, the local society has taken
punitive action against two phy-
sicians who disregarded its reso-
lution and continued to cooperate
with the Fund. They, in turn, have
filed a suit in Colorado courts.
The outcome of this action will
be carefully watched by organized
medicine, by unions and by large
sectors of the general public.

One of the major problems
faced by lay organizations. such
as labor unions. who are inter-
ested in service-type medicine is
the extent to which they can par-
ticipate in organizing and direct-
ing groups which provide medical
service. Both statute law and
court decisions in many states are
unfavorable to lay intervention in
medical care. This fact in the
past has permitted organized med-
icine to boycott such lay-spon-
sored groups with considerable
success. There is evidence, how-
ever, that the courts are looking
with greater favor upon such
plans and are, as a result, scrut-
inizing boycotts against them by
the organized medical profession.

In 1937 some federal employees
in the District of Columbia organ-
1;ed the Group Health Associa-
tion. a nonprofit prepaid medical
care and hospitalization program
offering service to government
employees who met certain quali-
fications. The Association hired
physicians on a salary basis to
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| ide medical care for memt rs

their families. The Dist ict
1§ cal Society opposed this | y-
sy ored group and expelled or
ot vise disciplined some d c-
tor  who cooperated with it.
Tk it of expulsion from the m d-
ical uciety induced other doct rs
to v .‘hdraw from the associati n.
Since Group Health Associat »n
had no hospital of its own, ts
staff had to rely upon hospit s
in community. The Americ in
Med " al Association and the [ s-
trict Medical Society succeedec in
persuading most of the hospit ils
in the District to deny their fac li-
ties to the Group Health Assoc a-
tion staff. These actions led to
criminal prosecution by the Just ce
Department under the Sherir in
Anti-Trust Act and in 1941 b th
the District Medical Society a:d
the American Medical Associat >n
were found guilty of criminal cc n-
spiracy and in 1943 the Supre e
Court of the United States refu:ed
to review the conviction.?

While this case is undoubtecly
important as an indication of the
attitude of federal courts toward
systematic boycotts of lay-spcn-
sored health plans, its value as
precedent can easily be overesti-
mated. Because the action took
place in the District of Columbia.
it was unnecessary to show that
interstate commerce was involved
in order to invoke the jurisdiction
of the federal courts. Within one
of the States, when the Sherman
Act is invoked in an action alleg-

12 (Inited States v. American Medical
Association, [130 F.2d 703 (D.C. Cir.),
cert. denied, 310 U.S. 644 (1940)]. See
also: American Medical Association v.
United States {317 U.S. 519 (1943) ].
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ing boycott, it would be necessa
to prove both that a conspiracy e
isted and that interstate comme
was affected. Medical practice
its nature is essentially intrast
and conspiracy is always diff
to establish. It is doubtful, the:
fore, that the Sherman Anti-T
Act will play any large future
in medical cases.

Some of the state courts. how
ever, have shown an indication to
adopt attitudes similar to that
shown by the federal courts in the
Group Health Association case. In
the contest between the Greup
Health Co-operative of Puget
Sound and the King Company
Medical Society, the Supreme
Court of Washington stated:!*

. . . The [medical] society, in charac-

terizing af)}?ellants' contract practice as

unethical,” is making an unusual and
arbitrary application of that opprobi-
ous term. It is not using the term as

a label for conduct which is violative

of some established moral principle ap-

licable to the medical profession.
ather it here uses the term to casti-
gate those who seek only to carry on
contract practice independent of and
in competition with Service Corpora-
tion. In our opinion, the Society may
not, through the mere use of the term

“unethical,” clothe with immunity acts

which would otherwise fall under the

antimonopoly provisions of our consti-
tution.

More recently, in 1952, in a
case involving a county medical
society and a local health plan, a
California trial judge found that
the prepaid program was not en-
gaging in the illegal practice of
medicine but, rather, was bring-
ing patient and doctor together
under an arrangement which of-

- fered medical care at reduced cost.

13 Group Health Cooperative of Pu-
get Sound v. King County Medical
Society, [39 Wash. 2d 586, 603, 237
P2d 737, 747 (1951) |.
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The judge express ¢ the «pinion
that voluntary he:! 1 plans are
part of our times ar  nay be “the
answer to socialize ' medicine.”
“Some believe,” he “that if
we stop them we shali ' e to take
the alternative, a syste: of state
medicine financed through

taxes. "1

In 1955 the opinion of the attor-
ney general of Minnesota was
asked about the legality of chart-
ering a nonprofit group to pro-
vide comprehensive, prepaid medi-
cal care. He distinguished two
previous cases in his state which
had held such groups illegal on the
ground that these decisions dealt
with profit-making associations.
After examining decisions in re-
lated cases in other jurisdictions,
he concluded that the consumer
plan was concerned not with the
professional but only with the
economic aspects of medical prac-
tice.!®

1+ Complete Service Bureau v. San
Diego County Med. Society, [43 Cal. 2d
201, 272 P.2d 497 (1954} ].

15 “The objectionable features of the
‘corporate practice of medicine,” or of any
other profession, as stated by the Minne-
sota Supreme Court in the cases cited
above, and by the numerous other courts
that have considered the problem, are that
the exploitation of the profession leads
to abuses and that the employment of
the doctor by a business corporation
interposes a middleman between the doc-
tor and the patient and interferes with
the professional responsibility of the
doctor to the patient. The corporation
considered here would be non-profit and
has a provision in its articles of in-
corporation prohibiting the corporation
from intervening in the professional rela-
tionship between the doctors and the
member-patients and confining the corpo-
rate activities to the economic aspects of
medical and dental care. Therefore, a
corporation so organized would not be
subject to the objections urged against
the business corporations that have been
held prohibited from entering this fleld.”
(Unpublished opinion, Oct. 5, 1955.)
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Despite w , : appears to be a
more favora trend in judicial
opinion t¢ he lay-sponsored
health plans . fact remains that
union and < :umer groups still
find -that the jaw s a major ob-
stacle to the organization of pre-
paid medical care plans. In vary-
ing degrees statutes in many states
restrict the operation of such plans
to those with medical society ap-
proval or control. Some statutes
require that a majority of the di-
rectors be doctors, others provide
for medical society approval of dj-
rectors, others bar a pPrepayment
plan unless it includes the majority
of the licensed physicians in an
area. Such statutes are almost in-
surmountable hurdles for lay spon-
sors who want to organize a pre-
paid comprehensive plan.16

The American people, however,
is determined that all jts constitu-
ent groups shall have health care
at a cost they can afford. There
1S/ growing conviction that pre-
paid service-type medicine wil] af-
ford that care at a cost within
their reach. If experimentation
with such plans becomes a matter
of public controversy. an aroused
publicopinion, stimulated by organ-
ized groups including but not con-
fined to labor unions, may lead
to legislation at the national level
which would modify the structure
of medical practice in even more
drastic ways. If, however, experi-
mentation is permitted, the verdict
on prepaid, comprehensive-type
medical service will be rendered
by experience; the deciding fac-

16 See “The American Medical Asso-
ciation: Power, Purpose, and the Policies
in Organized Medicine," Yale Law Re-
view, 63 (May, 1954) p. 993.
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moreover, will be the qua ity
¢ are, the satisfaction of pat. nt
a doctor and relative cost.

consumer-type medicine n-
feric:? A study of the Ia or
He: [ h Institute of St. Louis, N |
sout . made in 1954 by Dr. Fr n
Goldman, M.D,, Associate Pro. s-
sor Medical Care, Harvard U .-
versity School of Public Hea b,
and Evarts A. Graham, M ).,
Bixby Professor of Surgery En -
itus, Washington University, 3t.
Louis, Chairman of the Board of
Regents, American College of
Surgeons, said:

o
1

In volume and direction the mec .al
service, diagnostic tests, and hos) tal
services received by the group et
high standards. . . . e record .
is all the more impressive as the gr up
eligible for service consists of i 4i-
viduals a:d families earning less : an
$3.000 a vear in the great majc ity
of all caser. As apparent experic ice
shows. people in  this income-ar up
usually obtain only a fraction of ti »se
services which the [.H.I prov des
routinely.

In its summary the report quc'es
a comment made by one of he
physicians of the regular staff. "I
wish I could practice as good m«d-
icine in my own office as I can
here."'

Regarding the compensation of
physicians, the report stated:

- - . An internist who serves 12 hours
a week at the medical center, makes
the necessary visits to hospitalized pa-
tients, and takes care of home calls
can count on an annual net income of
at least $6,700. A pediatrician who has
a schedule of 5! hours of service a
week at the medical center, visits chil-
dren, mainly newborn, in the hospital
and answers home calls earns approxi-
mately $5,300 net per year. A surgeon
who spends six hours 4 week on serv-
ice to patients at the medical center,
performs an average of eighty opera-
tions in the hospital during a year, and
discharges administrative functions at
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LHI has a net income of apprc
mately $7,200 per vyear.

It is hard to imagine criticism
these net incomes on the grounds
inadequacy or unfairness.1?

Experience of the H.I.P. in .
York and to a lesser degree
L.HIL in St. Louis has revea
some dissatisfaction on the part
patients. The experience of
plans, it should be remembege:l,
has been comparatively brief. T'he
evidence of the Goldman-Graham
reports suggests that these plans
may render a quality of service
which recipients in the lower-in-
come groups could otherwise not
afford; further experimentation
might evolve arrangements which
will eliminate the basis for most
dissatisfaction on the part of pa-
tients.

A very fundamental issue is the
cost of such plans. These pro-
grams are not cheap medicine.
They were launched during a pe-
riod of prosperity unequaled in our
history. The budget of the L.H.I.,
for example, is more than $1 mil-
lion a year. It has yet to be demon-
strated that year-in-and-year-out,
in good times and bad, a low-in-
come group of 6,000 workers can
afford such an outlay. These basic
issues must be settled by experi-
ence and experimentation,

Costs rising
Public interest in the cost of
medical care will become more alert

_in the future because the cost of

such care is rapidly mounting. As-
sociated Hospital Service of New

17 These data on physician income re-
late to 1954. The writer has been in-
formed by one of the . participating
physicians that the amounts should be
increased by approximately $1000 each
to make them current.
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York, which admii «‘ers tl,> Blue

Cross Plan in th  New York
metropolitan area.  :ently pre-
sented a public hea for a 40

per cent increase it s rates!8
Insurance companies andling
group hospital insurance have
been increasing their premiums.
Mr. Walter M. Foody, Assistant
Vice-President of the Continental
Casualty Company of Chicago,
was quoted last fall as saying:1?

Many of our group policies, maybe
half of them, have gone up an average
of five per cent a year over the past
two years. Some increased as much
as 20 to 30 per cent.

This increase in hospital rates
reflects in part greater utilization
of the hospitals by doctors and pa-
tients. It reflects also the fact that
many of the programs pay sick-
ness benefits only when the patient
is hospitalized, thus assuring in-
creased use of hospitals during
sickness. But a major part of the
increased premium reflects the
rapidly mounting costs of labor
and equipment in the hospitals.
Nonprofit hospitals in 1946 re-
ported an average cost of $10.04
per day. By 1956 the cost more
than doubled and is expected to
go higher. More frequent use of
expensive drugs and equipment
adds further to the cost. Doctor
bills, too, will probably increase on
average. It is unreasonable to ex-
pect that physicians will be satis-
fied with static incomes in a pe-
riod of inflationary trends.

Other very real problems of
mcdical care will get increasing
attention from the public. People
are living longer and the older

X Wall Street Journal, November 22,
1957.
19 Jbid.
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re pressing become
ieeds; yet few of
these older ple are in position
to pay larg spital and medical
bills. Many pecople in these age
groups are not insurable, or insur-
able only at very high rates. All
of these problems will increase
pressure for federal interest and
federal aid in medical care.
Rapidly changing medical tech-
niques, rising costs of medical care
and the increasing demand that
more medical care be made avail-
able to all segments of the public
will undoubtedly promote further
experimentation with forms of
medical practice. The real threat
to the physicians’ independence is

they get the
their medice

repaid service-type medic :e.

k- er, it is that private gro

w  are currently sponsoring s
pr¢ .ams may yield to the te:
tat + of thrusting the burden

gov rnment. To the layman

quelions involved in such ¢
gram s are essentially issues no
med.cal ethics, but of medical e
nomics. Only by meeting th
questions in terms of the real
sues can organized medicine c
tribute to their solution. By asst
ing leadership in experiments w
new and unproved systems

practice and payment organi

medicine can best insure pre

vation of the profession’s ess: -

tial interests and independence

Reprinted from Social Order, June, 1958 issue. with kind permission of the

Editor.
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