
	

 

 
 
 
 
 
 
 

ABSTRACT 
	

Physician	Compensation:	The	American	Struggle	
	

Jacob	Blythe	
	

Director:	Bill	Neilson,	M.D. 
	
	
In	recent	decades,	significant	attention	has	been	devoted	to	healthcare	reform	in	
order	to	ameliorate	the	“healthcare	crisis.”	Comparatively	little	attention	has	been	
given	to	the	unique	set	of	historical	circumstances	that	enthroned	the	United	States	
as	the	number	one	healthcare	spender	in	the	world.		Currently,	the	United	States	
spends	almost	3	trillion	dollars	a	year	on	healthcare	(roughly	17‐18%	of	the	GDP).		
Physicians	in	the	US	are	the	most	highly	compensated	in	the	world;	a	specialist	such	
as	an	orthopedic	surgeon	makes	almost	$440,000	per	year.		A	primary	care	
physician	might	make	a	more	modest	$185,000	per	year.		This	thesis	chose	to	focus	
on	the	constellation	of	factors	that	influenced	the	genesis	of	these	incredible	
incomes.		It	is	not	necessarily	obvious	that	physicians	should	be	compensated	this	
highly.		Physicians	around	the	world	make	far	less,	and	many	nations	outperform	
the	US	in	numerous	healthcare	outcomes.		Interrogating	the	assumption	that	
physicians	should	be	compensated	to	this	degree	ended	up	leading	to	several	key	
factors	that	shaped	physician	compensation:	(1)	the	assumption	that	the	elimination	
of	suffering	is	an	inherent	moral	good,	(2)	the	influence	that	technologies	such	as	
the	telephone	and	automobile	had	on	physician	practice,	(3)	the	effect	of	
urbanization	on	family	relations,	(4)	a	series	of	perverse	incentives	disguised	or	
amplified	by	insurance,	(5)	the	power	of	the	AMA	in	shaping	policy,	(6)	the	ability	of	
physicians	to	induce	demand,	(7)	authority	as	a	mode	of	control,	and	(8)	the	power	
of	“sticky	fees.”	
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CHAPTER ONE 
 

Introduction and Theoretical Underpinnings 
 
 

Introduction 
 

This is a work born out of personal experience as much as scholarly research.  If 

there is anything that I have learned in my own swiftly ending pre-medical education, it is 

that history properly conceived could be the greatest of aids to healing hands.  

Regrettably, the history of science in general, and the history of medicine in particular, is 

a history that is more often obscured than revealed.  It is far too easy to allow skewed 

perspectives to slip in and color our views of these pursuits.  The rapid changes of the last 

century have had the effect of erasing recent history and rewriting it to suit current 

viewpoints.  As such, this work is primarily intended to be an introduction to a view of 

the medical profession that perhaps modifies popular perceptions.  While my claims will 

be varied, central to each of them is a firm conviction that history is superior to historical 

fiction, and that, unfortunately in medicine, this distinction has been blurred.   

Additionally, this is a text written by an amateur for amateurs; while the content 

will be as scholarly as is possible, the form will, by necessity, be as pragmatic as 

possible.  It is intended to introduce premedical students and new physicians to the 

historical forces that shaped the profession they intend to enter.  An understanding of 

these historical forces should modify the perception that physicians deserve every penny 

they earn.  This modified view of the profession should go a long way in pushing soon-

to-be physicians to look less at themselves and more at their circumstances when 

dwelling on the reasons for their extravagant compensation.  Physicians in the United 
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States must understand that their class and status were not foreordained but are the result 

of a steady accumulation of beneficial events.  An understanding of these fortuitous 

events might contribute to reorienting the physician back to his or her patients.  That, at 

least, would be the overarching goal of the following discussion.  With this in mind, we 

may now turn to the details. 

 In order to attempt to modify the popular perceptions regarding physicians it is 

necessary to lay bare for examination the enormous constellation of forces, 

circumstances, incentives, and unforeseen consequences that led to physician 

compensation in the United States.  This constellation is composed of moral values, 

social trends, historical events, and technological inventions.  Many of these “stars” were 

initially unrelated to medicine and only exerted their pull on physician compensation 

through complicated networks and interactions.  Some were initially conceived as 

methods of fixing a problem within healthcare and ended up causing another—

experience-rating individuals for medical insurance coverage being one glaring example.  

Each “star” has influenced physician compensation in a unique way, and for the most 

part, they were out of the control of physicians and unrelated to being a “good” 

physician.  Hopefully, this realization will serve to push the physician towards a posture 

of good will as current trends are undoubtedly going to bring physician compensation 

back in line with other highly trained professionals. 

 This work is organized into three distinct sections.  (1) Chapter 1 will begin by 

presenting the current incomes of physicians.  The state of physician compensation might 

not be surprising to most; they might assume that a physician should make $300,000 a 

year.  So, to open, I will attempt to trouble that notion.  After giving a brief overview of 
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how special physician compensation in this nation is, we will jump to some far more 

theoretical concepts; we will also jump backwards around 500 years.  There are certain 

theoretical components of the profession and its relationship to the values and perceptions 

of society that must be teased apart in order to provide a full account of the historical 

circumstances of the American physician.  First, the moral value of medicine will be 

opened for examination.  It has not always been the case that the elimination of suffering 

was at the center of the social agenda, and an understanding of how this came to be is 

critical to understanding the unique developments in the medical profession around the 

world and within the United States.  The genesis of these beliefs will be traced through 

the Protestant Reformation, Francis Bacon, and Jeremy Bentham.  Should substantial 

moral value not have been infused into the activities of the physician, it seems likely that 

very little of what has happened would have happened as it did.   

Next, a robust understanding of authority will be constructed.  This is necessary 

since so much of the physician’s relationship to an individual patient is wrapped up in his 

or her authority.  The authority of the physician to define disease, dispense restricted 

substances, and request payment from third parties is a large part of why he or she 

possesses the class and status that he or she does.  This discussion will also touch briefly 

on the particular components that make a profession different from other occupations.  

Finally, to round out the theoretical underpinnings of medicine, the transformation of the 

body into an object will be dealt with as well as the new location in the power structure 

that medicine came to occupy.  This discussion will draw heavily on readers of Descartes 

as well as on Foucault’s analysis of changes in the location of power over the past several 

centuries.  These introductory, theoretical topics will, so to speak, set the stage for the 



	

 4

genesis of the incredibly complicated state of affairs that we find ourselves in today.  It 

was by no means a foregone conclusion that the medical profession would find itself in 

the enviable position it is in today, but much of what ended up happening was intimately 

linked with the moral value of medicine, the special authority over an objectified body 

conveyed by an alliance with “Science,” and shifting power structures. 

(2) The next large portion (Chapters 2 and 3) will deal with the historical narrative 

of physician compensation and the forces that have shaped it in the United States.  This 

narrative begins around the beginning of the 19th century and ends with an important 

study in 1988 on the “Resource-Based Relative-Value” of physician services.  These 

borders have been chosen for reasons that will become apparent within the narrative itself 

but they are essentially the borders of necessity.  The relationship between physicians and 

their compensation before and after these bounds is much more difficult to elucidate.  

Before this time period, records were too poor to say much with absolute certainty about 

payments made to physicians.  Scattered evidence exists, but it is too sparse and too 

variable for easy use.  While after these bounds, both the complications involved in 

physician payment and the number of available options for physician employment 

dramatically increased.  From the 1990s on, physician compensation simply becomes too 

complicated to be dealt with in full.  Additionally, many of the movements that began in 

the 1990s still have not settled, and until the ACA either cements itself or is modified, it 

seems unlikely that these movements will settle. 

Even more important than mere necessity, however, is the reality that the vast 

majority of the reasons that physicians are compensated the way they are find their 

genesis between 1929 and 1968.  This is the window within which large third party 
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payers entered the discussion, and this is the window within which the medical guild 

wielded the most power.  It is not an exaggeration to say that the course of healthcare 

costs for America was defined during this period.  So, while it would be nice to write a 

history leading up to the present day, it is by no means necessary for gaining an 

understanding of physician compensation and why it is so much higher in this country 

than any other. 

(3) The final section (Chapter 4) will cover the end of the era of freedom from 

regulation and will examine the first study comparing physician incomes to the resources 

required to produce their services.  This section also includes a few disparate topics that 

show some of the reasons why the payment of physicians continues to be a problem and 

will likely continue to be a problem.  These discussions are more loosely connected and 

will take the form of discrete essays related tangentially to the rest of the discussion.  

Chapter 4 will conclude with a few remarks and reflections on how an understanding of 

physician compensation is relevant both to current physicians and those wishing to enter 

the medical profession.  These reflections will attempt to articulate how exploration into 

the historical narrative of compensation has contributed to my personal experience as a 

generalizable experience of American pre-medical education and how the narratives and 

trends inside this history offer both hope and caution to those that wish to one day don 

the white coat. 

 

The State of Affairs: Physicians and Healthcare Today 

Physicians in America make a lot of money.  The question becomes: do they 

make more than they should? This turns out to be a far more difficult question to answer 
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than it might first seem.  Before even attempting to look into this question, however, it 

might be beneficial to glance at the current state of physician compensation.   

Currently, physicians are spread over a wide range of specialties, and 

compensation tends to be closely linked to specialty.  The best study on the current state 

of physician compensation chose to focus on two specialties in particular: Primary Care 

and Orthopedic Surgery (Laugesen 2011).  This study attempted to compare the 

compensation for these two physician specialties in America with the same specialties in 

a few other comparable countries around the world.  “Primary care physicians were 

chosen because they provide the largest share of medical care in all countries,” while “the 

practice of orthopedic surgeons includes a large component of elective surgery” 

(Laugesen 2011, 1648).  The ultimate goal was to determine if physicians are 

compensated more in the United States than in other countries, even when taking 

educational costs and practice costs into account.  In order to ensure that practice costs 

did not influence this determination, Laugesen’s study used “physicians’ incomes net of 

practice expenses” (1648).  This had the effect of canceling overhead out of the 

comparison. 

 

 

 

 

 

 

Figure 1: Physician Capacity, Earnings, and Spending in Six 
Countries, 2008 
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The results were relatively staggering.  When dealing with primary care 

physicians, those practicing in the United States earned the highest income of all at an 

average of $186,582 per year in 2008 (Laugesen 2011, 1652).  The next closest primary 

care income was in the United Kingdom where primary care physicians make roughly 

86%, or around $159,532, of what primary care physicians in the United States make 

(Laugesen 2011, 1652).  The discrepancy was even larger for orthopedic surgeons.  

Those practicing in the United States averaged an income of $442,450 per year in 2008 

(Laugesen 2011, 1652).  The next closest nation was once again the United Kingdom, but 

in this case, orthopedic surgeons only made around 73%, or $324,138, of what their peers 

in the United States make (Laugesen 2011, 1652).  A few things to note from these 

values: (1) the median household income in the United States was $52,029 in 2008, so the 

average primary care physician was making over three times what the median household 

was making in total, (2) the average orthopedic surgeon was making almost nine times 

what the median household was, and (3) even among physicians, the variation in 

compensation across specialties is enormous (Semega 2009).  These numbers are 

staggering.  Now, if they were to be consistent across all countries and they were an 

actual reflection of the value of a physician to society, they would not only be 

unremarkable but would be more than conscionable.  One of the strong theses of this 

work is to say that not only are these payments not consistent across countries, but that 

they are also more a result of fortuitous—and sometimes subversive—circumstances than 

the actual value of medical services delivered by physicians. 

Granted, it is true that physicians pay a significant sum of money in order to 

acquire the education necessary to becoming a practicing physician, and it is also true 
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that they forego significant income over the years that they are acquiring their expertise.  

In fact “in all countries, the largest cost of medical education and training is the 

opportunity cost of forgone earnings during medical school and subsequent training” 

(Laugesen 2011, 1653).  Additionally, in all countries that were a part of this study, the 

costs of foregone earnings were incurred by the future physicians themselves as opposed 

to a third party or the state (Laugesen 2011, 1653).  However, in most other countries, the 

bulk of tuition for medical school is borne by the public sector; whereas in the United 

States, this cost is born, at least in part, by the future physicians (Laugesen 2011, 1653).  

This is an often-cited justification for physician compensation being higher in the United 

States.   

On close examination, however, the discrepancy in educational costs between the 

United States and other countries still leaves a large gap between physician compensation 

in the US and other comparable countries.  The mean debt of US medical students 

graduating in 2009 was $156,456 (Laugesen 2011, 1653).  Taking this debt, assuming 35 

years of practice, and calculating the extra income that a US physician needs to be on 

equal footing with peers in the UK, Laugesen determined that $21,300 out of the $27,000 

difference between the US and UK primary care incomes could be due to medical 

education debt (Laugesen 2011, 1653).  For orthopedic surgeons, it was only $24,400 out 

of the enormous difference of $118,000 (Laugesen 2011, 1653).  The conclusion is that 

tuition costs cannot justify the extra income that physicians make in the US.  This entire 

discussion also forgets the fact that these are comparisons amongst only physicians; even 

if the income for physicians in the US were cut down to the level of Australian 

physicians, they would still make two to three times as much as the median household 
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(Laugesen 2011, 1652).  The basic question stands: given that physicians make far more 

money than most people, why is it that they are compensated so well, do they deserve this 

compensation, and how exactly did this whole state of affairs come about? 

 

A Moral Project 
 
 The first step in answering this question involves the value of health.  Admittedly, 

in few pursuits has the dream of reason seemingly come to fruition quite like it has in the 

past century of medical science.  This dream, in its infancy, was conceived as a struggle 

for liberation, a struggle for the benefit of mankind.  Francis Bacon, one of the first to 

champion the technological efficiency of science and its potential benefits to mankind, 

presciently declared that no disease should be called incurable, and that science should 

orient itself around the prolongation of human life (Lammers 1987, 312).  This would 

become the banner under which medicine would march.  Man had, for millennia, been at 

the mercy of disease and decay.  “Right through into the twentieth century, the ‘disease 

empire’ called the shots” (Porter 2003, 462).  Deadly organisms would routinely ravage 

entire populations, childbirth was a trial to be attempted at extreme peril, and for much of 

human history, almost nothing could be done to systematically and predictably defy the 

caprice of a seemingly all-powerful nature.  While man continuously attempted various 

methods of staving off illness in the body, he was seemingly ineffective.  In the whole 

span of human history, the physician far more often than not was at greater risk of 

harming than helping a patient.  Since ancient days, one of the central dogmas of the 

physician has always been phrased in negative terms for good reason:  “Do no harm” is 
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not a commanding statement but a hopeful one.  The best efforts of the physician were, 

more often than not, futile in the face of an endless slew of fatal pathogens. 

“In this situation, the old-style doctor had a choice between the conservative 
Hippocratic options (waiting and watching, bed-rest, tonics, care, soothing words, 
calm and hope), or ‘heroic’ possibilities, including violent purges, drastic blood-
letting (Galen’s preference) or some pet nostrum of his own.  Often his decision 
was made for him: crusty patients had strong opinions about the right treatment 
for ‘their’ illness, and he who paid the piper called the tune” (Porter 2003, 465)   
 
The dominant theories of the time were only rarely effective and physicians, at 

least on some level, were aware of this.  “True cures remained elusive, however, and 

doctors knew that their prescriptions were largely eyewash” (Porter 2003, 473).  The 

profession was forced to contend with itself in light of the fact that almost every effort 

was futile.  A remedy that seemingly worked today would not work tomorrow, and on 

many days, the best that a physician could do was sit by the bedside, a final companion in 

man’s mortality.  “In a famous Victorian painting by Luke Fildes, a physician sits by the 

bedside of a dying child, unable to do anything but show care and compassion: the tone 

of the portrait is not accusatory but sympathetic” (Porter 2003, 470).   

This posture, the posture of suffering alongside a patient, was a posture familiar to 

any physician.  Roy Porter, an esteemed historian of medicine, laments the fact that this 

has changed.  While doctors have become therapeutically far more  

“potent, thanks to antibiotics and other magic bullets, they arguably abandoned 
the art of pleasing their patients.  Armed with more effective weapons, they 
tended to forget the psychological significance and benefits of the close and 
trusting doctor-patient relationship” (Porter 1998, 532).   
 

While few patients would lament the change in therapeutic efficacy, even fewer would 

want to go back to the days of alcohol-assisted surgery. 
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At the dawn of the twentieth century, medical science suddenly acquired new and 

powerful tools that enabled the field as a whole to offer effective, systematic, and 

consistent therapies for a myriad of diseases and conditions that had up until this time 

been equivalent to a foregone conclusion.  While “before the twentieth century, the 

pharmacopoeia resembled a box of blanks,” by 1962, a journalist like Malcolm 

Muggeridge could pen “I will lift up mine eyes unto the pills” (Porter 1998, 460).  

Beginning around 1890, surgical daring also accelerated to a frenetic pace.  The past fifty 

years had offered a staggering array of new technologies to aid in the entrance into the 

body.  With the discovery of ether and chloroform anesthesia in the 1830s and 40s, the 

adoption of aseptic practices in the 1870s, and the invention of new diagnostic devices 

such as the X-ray, surgeons operated more often, for more conditions, in more 

complicated procedures, and in previously impossible regions of the body (Porter 1998, 

Figure 2: The Doctor, Sir Luke Fildes 
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367, 371).  Simultaneously, new understandings of disease and the efficacy of public 

health were taking off with staggering effects on morbidity and mortality. 

“The latter part of the nineteenth century brought one of medicine’s few true 
revolutions: bacteriology.  Seemingly resolving age-old controversies over 
pathogenesis, a new and immensely powerful aetiological doctrine rapidly 
established itself…most unusually for medicine, the new disease theories led 
directly and rapidly to genuinely effective preventive measures and remedies” 
(Porter 1998, 428). 
 

And, just around the bend—following Flexner’s famous report in 1910—medical 

education would swiftly become far more selective and rigorous (Porter 1998, 530).   

The sum effect of all of these changes would leave in its wake a profession that 

was scarcely recognizable to the generations that had come before, and yet, this 

incredible revolution was only one in a series of riveting turns that would eventually lead 

to the enormous medical-industrial complex that currently spends nearly one fifth of the 

United States’ GDP.  To qualify, the claim is not being made that physicians are solely, 

or even mostly, responsible for the enormous changes in life expectancy and health in the 

developed world over the twentieth century.  Rather, and more importantly, the claim is 

being made that the popular perception has held this to be true, and in America, it is this 

popular perception that shapes policy and moves money. 

Before turning to the history of the profession as it acquired its new technical 

abilities, a few background details deserve some attention.  These background details are 

primarily concerned with the social, cultural, and philosophical frameworks that had to 

first be in place in order for the profession to come to the unique type of dominance that 

it has possessed over the last century.  The vast majority of the history of medicine is one 

of slow progress and adherence to traditional beliefs about the body.  These beliefs were 

motivated by radically different expectations surrounding health from those that modern 
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society has come to hold, and it was changes in these beliefs that led to whole societies 

being willing to sign on to the enormous capital investments that the development of 

modern medicine would entail.  In order for medicine to merit the attention of some of 

the very best and brightest, the priorities of whole societies first had to change.   

The enormous costs expended on healthcare cannot be underestimated, and while 

this expenditure has come to seem like a given, this is a pervasive fiction.  Healthcare is a 

choice.  In fact, it is entirely possible to go without healthcare entirely.  This cannot be 

forgotten, and when healthcare is properly viewed as a choice, the enormous structure 

that supports it is all the more intriguing.  The real trick has been that healthcare has 

managed to remove itself from the realm of choice and the bounds of the market in 

startling ways.  This was not and is not entirely an accident.  Even in 1978, a physician 

remarked that the thought “that physicians should compete on the basis of money is 

unthinkable, absolutely unconscionable” (Weller 1985, 3).  This statement is a testament 

to the “market” power of medicine and the distance between ordinary commodities and 

healthcare.  Insofar as medicine could remove itself from the conventional bounds of the 

market, it stood to gain considerably as the queen of all markets.   

The type of claim that removes the market from the delivery of healthcare can 

only be made because of certain valuations of certain goods.  As Charles Taylor refers to 

them in his seminal text, Sources of the Self, these types of evaluative judgments of better 

and worse are “strong evaluations” (Taylor 1989, 4).  An important shift in values 

following the Protestant Reformation opened the door to markedly different ways of 

viewing the medical profession and their activities in pursuing health.  In this discussion 

on physician compensation, the moral value of the physician’s activities is a prerequisite 
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to his or her perceived level of deserved compensation.  As such, the story underlying 

modern America’s fetish with bodily perfection and prolongation of life seems important 

for articulating why it is that modern America is willing to expend enormous sums on 

physicians and the services they provide. 

It might seem strange in a discussion on physician compensation to begin with the 

Protestant Reformation, but it really is the case that the beliefs and patterns of thought 

that began with the Reformers influence attitudes toward medical science (Taylor 1989, 

213).  It was the shifts in thought that began with the Reformers that eventually permitted 

the value of health to come to dominance.  If the activities of the physician—namely the 

pursuit of health and the prolongation of life—are not perceived as supremely valuable, 

then his or her permitted compensation and number of clients will be correspondingly 

small; however, this is clearly not the case in modern America.  In actuality, there are few 

goods that seem to be more valuable to the American populace than health, and it is an 

explanation of this seemingly inherent value that gives some insight into the place that 

the physician has come to comfortably inhabit in the socioeconomic strata. 
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  Figure 3: Map to Elimination of Suffering  
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The above map is an effort to distill the components of the process whereby 

Baconian and Protestant values coalesced into a moral and epistemic position that, when 

refracted through the thought of utilitarian thinkers like Jeremy Bentham, allows the 

elimination of suffering to situate itself at the center of the social agenda (Lammers 1987, 

311).  It may be helpful in understanding the argument delineated below.  The ultimate 

result of this process was the institution of a new moral project by which human efforts 

could be judged, and this standard quickly became the standard for all remaining 

conceptions of religious, legal, and moral order (Lammers 1987, 311).  This standard is 

quite simple: the moral imperative of the last few hundred years has been to “extract the 

preservation and enhancement of human life from an indifferent nature by means of 

technological labor” (Lammers 1987, 312).  Said another way, the most important moral 

action that a person can do is serve his or her fellow human beings by eliminating their 

suffering and expanding the realm of choice for them (Lammers 1987, 309).   

It is undeniable at some level that this is a deeply held belief, and in most cases, it 

is likely a good one.  It would seem almost silly to propose that the elimination of 

suffering or the expansion of human choice is not a good thing, but this is not really the 

important piece.  The important piece is that it has been the case in the past that the goods 

of health were held subject to other higher goods that not only offered a framework 

within which health was to be understood but also provided situations where the pursuit 

of health could be rejected in favor of other human goods.  This has almost entirely been 

lost.  At this point, “rules and prohibitions limiting what can be done to the body to 

relieve suffering appear to be at best insufficiently concerned about suffering and at worst 
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arbitrary and even cruelly insensitive” (Lammers 1987, 312).  It is within this framework 

that the physician has been able to rise to dominance.  Due to medicine’s unique 

relationship to the moral project of eliminating suffering and expanding human choice, it 

has be possible for the physician to escape most of the types of control that have entered 

into almost all other occupations.  These controls must necessarily limit utilization of 

physician services in order to limit their costs, but the mere mention of such a concession 

was heavily contested for the majority of the twentieth century. 

 This moral imperative has its roots in the marriage of Puritan views of nature and 

individual callings and Baconian views of science.  This story is fascinating both because 

it offers a glimpse into a deeply held and seemingly innate belief, and because it provides 

some background justification for the towering structure that is modern medicine.  The 

story begins with the condemnation of the sacred by Protestant Christianity.  One of the 

central points common to the Reformers was a strong rejection of any type of mediation 

(Taylor 1989, 215).  The reformers understood the medieval church as a corporate body 

where certain members could, by their merit and devotion, win salvation for others that 

were less devoted (Taylor 1989, 215).  This concept was anathema to them; in their 

understanding of the faith, either the personal commitment was total or it was worthless 

(Taylor 1989, 215).   

With the condemnation of mediation in this regard, several other conceptions of 

the church were also found hollow.  “If the church is the locus and vehicle of the sacred, 

then we are brought closer to God by the very fact of belonging and participating in its 

sacramental life” (Taylor 1989, 216).  In this model of the church, grace can come 

through the church and members can mediate that grace to each other (Taylor 1989, 216).  
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This was rejected with the consequence that the personal commitment of the believer 

became all-important (Taylor 1989, 217).  A logical extension of the rejection of the 

church’s mediation was a rejection of all types of vocational lives, which had originally 

been infused with purpose by the grace they mediated to the laity (Taylor 1989, 217).  

This, in turn, led into the affirmation of the spiritual value of lay life (Taylor 1989, 217).  

Since mediation was no longer possible, the vocational life of the priest, nun, or monk 

was substantively no different from any other.  This had the effect of forcing a 

reevaluation of ordinary life.  The religious tradition justified this reevaluation by looking 

back to God the creator who, as they began to see it, affirmed ordinary life in the first 

chapter of Genesis.  The martyrs of the Christian faith became further evidence for the 

affirmation of ordinary life.  Their sacrifice to Christ was only meaningful if it was 

interpreted as the renunciation of something truly good and valuable (Taylor 1989, 218).  

Contrary to the Stoics, the Christian martyr did not claim that the things he or she was 

giving up were of no value; rather, the value of life and health was affirmed in that they 

were only to be given up in sacrifice to God (Taylor 1989, 219).  Martyrdom was thus 

interpreted as further testament to the goods of this world. 

 This provision within the affirmation of ordinary life presented some interesting 

opportunities for interpretation.  If ordinary life was to be invested with equal spiritual 

purpose to the vocational forms of life in the past, it had “to be led in the light of God’s 

ends, ultimately to the glory of God,” both in avoiding sin and doing the work of God 

(Taylor 1989, 221).  This twofold direction was critical.  The negative prohibitions had to 

be buoyed by positive direction.  In order for ordinary life to qualify as doing the works 

of God, it had to first adopt an interpretation of creation that allowed its instrumental use, 
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and second, find an object to direct its efforts towards.  The first of these concerns was 

worked out through a specific interpretation of creation: “God placed mankind over 

creation and made the things of the world for human use;” however, humans tend to 

sinfully become concerned with the things of the world and forget their service to God 

(Taylor 1989, 221).  So, the Puritan response was to adopt a new posture towards nature.  

This posture was “a certain kind of use, one which is detached from things and focused 

on God “ (Taylor 1989, 223).  This posture towards nature—elegantly called “weaned 

affections”—allowed the Puritan to instrumentalize nature and in doing so, glorify the 

creator. 

 This “spiritually” instrumental approach towards nature met with a new view of 

each individual’s appropriate goals in the world.  The Puritan idea of a “calling” was 

inaugurated in order to fill the vacuum that vocational life had left (Taylor 1989, 223).  

“Whereas in Catholic cultures, the term vocation usually arises in connection with the 

priesthood or monastic life, the meanest employment was a calling for the Puritans, 

provided it was useful to mankind and imputed to use by God (Taylor 1989, 223).  Thus, 

a calling was the unique activity that was set out for an individual in their ordinary life.  It 

was filled with spiritual purpose provided it was oriented “to serve God in the serving of 

men” (Taylor 1989, 225).  This portion is crucial.  The Puritan idea of calling 

necessitated that a calling was a certain kind of ordinary life “ordained and imposed on 

man by God, for the common good” (Taylor 1989, 225). 

 These two adaptations of traditional Christianity provided fertile ground for views 

of science that would be championed by Francis Bacon.  In fact, “much of Bacon’s 

outlook stems from a Puritan background” (Taylor 1989, 230).  While the Puritans had 
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made an instrumental approach towards nature for the benefit of one’s neighbors the 

spiritually and morally correct view towards the world, Bacon would make this view the 

epistemically correct view as well (Taylor 1989, 231-232).  There are deep analogies 

between the Baconian approach and the Puritan approach.  Both of these perspectives 

saw themselves as rebellions from a traditional authority that was feeding on its own 

errors (Taylor 1989, 230).  For Puritans, this was the Catholic Church; for Bacon, it was 

the received knowledge from the natural philosophers (Taylor 1989, 230).  On the other 

hand, both Bacon and the Puritans were attempting to return to neglected sources (Taylor 

1989, 230).  Bacon wanted to return to nature and experimental reality; the Puritans 

wanted to return to the scriptures (Taylor 1989, 230).   

 Francis Bacon advanced the Puritan patterns of thought by showing how science 

could be recast through a similar lens.  Bacon pointed to the lack of fruits that traditional 

sciences had offered to mankind (Taylor 1989, 213).  To him, fruits were the evidence 

that a science was doing what it was supposed to do; “technological gain is the criterion 

of genuine knowledge” (Taylor 1989, 213).  This technological gain was only evident in 

its fruits, and for Bacon, fruits were determined by their benefit to mankind (Taylor 1989, 

213).  “To relieve the condition of man: this is the goal.  Science is not a higher activity 

which ordinary life should subserve; on the contrary, science should benefit ordinary life” 

(Taylor 1989, 213).  This is the marriage of the Puritan moral values and Baconian views 

on science.  Baconian science “gains a pious purpose within the framework of Puritan 

spirituality,” and with this pious purpose, the goal of serving one’s neighbor through the 

instrumental use of nature becomes both the proper moral action and the proper approach 

towards truth.  In a profound baptism, “the instrumental stance towards the world has 
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been given a new and important spiritual meaning” (Taylor 1989, 232).  Not only does 

this stance allow experimentation for valid scientific results and rational control over the 

world, but it also is now seen as the way that God is served in creation. 

 It was the radical enlightenment that divorced this outlook on the world from its 

roots in Protestant Christianity (Lammers 1987, 311).  Thinkers like Jeremy Bentham 

realized that their secular agenda was actually a superior method of affirming the 

activities of ordinary life (Lammers 1987, 311).  If good was identified with pleasure and 

pain with evil, suddenly, the Puritan-Baconian moral project was not only divorced from 

spiritual meanings, but it was also quantifiable.  For the first time, it was possible “to put 

the relief of suffering at the center of the social agenda” (Lammers 1987, 311).  This 

elucidates the importance of eliminating suffering, which in the modern world has 

become a test for the moral value of a given pursuit.  The physician’s role is uniquely tied 

to this project.  The medicalization of suffering has linked physicians to the elimination 

of suffering, and they have benefited by it.   

There is a second feature of the modern moral outlook that deserves some 

attention as well.  Taylor calls this feature “inwardness” (370-376).  In his explanation of 

this feature of the modern self, he points to the idea, now widely accepted, that each 

individual is unique and original and that this uniqueness and originality determine how 

he or she ought to live (Lammers 1987, 312).  “There is an obligation for each person to 

live up to his or her originality” (Lammers 1987, 312).  The ideas involved in this 

inwardness lead to the importance that the modern era places on self-determination, and 

when this is combined with technological possibilities, the expectation that emerges is 

one of expanded choice (Lammers 1987, 312).  Since each person has a moral obligation 
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to live out his or her individual uniqueness, and since the body is the conduit through 

which life is lived, the importance of expanded choice is brought into medicine.  The 

physician is called upon to do everything possible to divorce the finitude of the body 

from the choices of an individual, and insofar as technological medicine can do this, it is 

esteemed all the more. 

Medicine’s unique relationship to this moral project is both profound and 

nuanced.  Medicine is shaped by this project just as society shapes medicine by it.  The 

central place of suffering as a deep evil motivates a large portion of modern discourse, 

and it is not difficult to see the economic benefit in this.  Elimination of suffering and 

expanded human choice are offerings that are almost uniquely wedded to medicine’s 

capabilities.  The imperatives to do these things—to eliminate the suffering of neighbors 

and expand their opportunity to express their unique identity—are really imperatives to 

relieve the human condition of its relationship to fortune and natural necessity (Lammers 

1987, 309).  This is the fundamental moral project of the age, and it looks to medicine for 

its actualization.  Modern, technological medicine holds the potential to free humanity 

from suffering and death, and it is this potential that makes medicine into the “white 

coated” profession.  The white coat of the physician is deeply informed by the moral 

project described above, and the enormous capital that is expended on healthcare is a 

testament to how deeply this moral project has seeped.   

“Indeed, one of the most characteristic features of technological medicine is the 
confidence among its practitioners that the elimination of suffering and the 
expansion of human choice, in short, the relief of human subjection to fate ore 
necessity, are unambiguous goods whose fulfillment is made possible by 
technology” (Lammers 1987, 314). 
 
It is this deeply held belief that informs much of the discussion below.  These 
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beliefs percolate through society and inform decisions on how healthcare is managed, 

funded, and controlled.  Any effort to restrict access or limit utilization is seen as a moral 

evil.  Any effort to cut costs is almost inevitably undermined by a desire to push 

technological medicine as far as possible—to relieve the burden of finitude just a little bit 

more.  In many ways, the physician is forever indebted to the moral outlook that 

enthroned his or her activities as especially and unambiguously good.  It is an awareness 

of this indebtedness that might change the entitlement of soon-to-be physicians. 

 

Authority 
 

Turning away from the moral roots of medicine’s dominance, the discussion now 

shifts to the social location of the physician.  This is in no way disconnected from the 

moral value of medicine, but is rather a discussion that takes the moral value of medicine 

as a given, and looks at the authority required to decide the limits of disease and 

disability, health and wellness.  Disease and illness are not entirely straightforward.  It 

seems initially easy to delineate sickness from health, but this is in common parlance 

with very little at stake.  A rigorous conception of health is far more difficult to arrive at, 

and yet, in modern society, this definition has significant economic and social value.  The 

ability to define disease and disability is the ability to assign social welfare.  The ability 

to cure disease is the power over life itself.  These abilities hold within them enormous 

economic potential, and those that have these abilities will always be jealous.  Modern 

medicine could be told as a story of this jealousy.  The medical profession has sought to 

restrict the licensed use of these abilities for centuries, and in the last one hundred years, 

they have been wildly successful.  With the passage of the recent Affordable Care Act, 
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some of this success has been contested, but by and large, the medical profession has 

walled itself off to competitors.  No longer are there rival sects of professional medical 

authority, and it would be difficult to underestimate the effect of this fact.  It might even 

seem quite odd to imagine a rival to the medical profession in the current world.  Imagine 

for a moment if upon arriving at the hospital, one had the choice between the homeopath 

and the allopath.  It’s difficult to imagine.  Rather, the hospital has doctors, plain and 

simple.  They are members of the profession and only they have the authority to do what 

doctors do.  It might be surprising to some that this is a relatively recent development. 

These words, “profession” and “authority,” are difficult to elucidate.  While they 

are both easy to use in everyday speech, they are notoriously difficult concepts to uphold 

in a robust argument or academic discourse.  While the modern culture of the medical-

industrial complex may give the appearance that physician authority stretches far into the 

past, and while it may seem that the professional authority of a physician is synonymous 

with his or her very existence, this has not always been the case.  In fact, for much of the 

history of the physician in the United States, authority was a commodity to be cultivated 

with exceeding care and to be guarded even more fiercely.   

It is no small exaggeration to say that the vast majority of the political 

machinations of physicians and medical societies have been motivated by exactly this 

central concern.  Since economic returns have tended to closely follow professional 

authority, the construction and maintenance of this authority has been high on the list of 

professional priorities.  In contrast to the easy professional authority of the modern 

physician, physicians of the past had to fight for every bit of it they could manage.  As 

recently as 1869, a professional journal was able to assert, “in all of our American 
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colleges, medicine has ever been and is now, the most despised of all the professions 

which liberally-educated men are expected to enter” (Starr 1982, 7).  Just a few years 

later in 1872, Middlemarch was published and a character, Lady Chettam, could be 

caught remarking that she preferred “a medical man more on a footing with the servants” 

(Porter 1998, 349).  This statement hardly seems conceivable in the present climate 

where the white coat and stethoscope are almost invariably linked with status and 

economic prosperity, but the practice of medicine has historically been far from 

prestigious.  Perhaps no more poignant comment on the inferiority complex of nineteenth 

century physicians exists than their objection to the education of nurses on the grounds 

that they “would not do as they were told” (Starr 1982, 155). 

 Obviously, physicians have long ago lost their inferiority complex, and while it is 

tempting to attribute the climb in physician status and authority to the technological 

progress of modern science, this simply cannot be the only causal factor.  In actuality, it 

does not even seem to be the main causal factor.  If the progress of modern science were 

the primary cause for physician professional authority and by extension physician 

compensation, it would be reasonable to expect that other countries and cultures sharing 

similar scientific progress would also have similar stories regarding professional status 

and authority.  This simply is not the case.   

Two glaring counterexamples can be found in the late Soviet Union and Great 

Britain.  For the greater part of the twentieth century, while technological progress was 

relatively comparable between the Soviet Union and the United States, physician status 

and compensation were strikingly different.  In 1976, a New York Times article noted that 

the average earnings of physicians in the Soviet Union were roughly three fourths of the 
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average industrial wage (Shipler 1976).  “Not coincidentally, 70% of the doctors were 

women” (Starr 1982, 6).  In Great Britain, to this day, general practitioners are paid 

modestly and work within a system that they do not directly control (Starr 1982, 6).  

These two counterexamples stand in sharp contrast to the majority of medical practice in 

the United States beginning shortly after the dawn of the twentieth century.  This is not to 

say that technological progress was not a contributing factor to the success of the 

profession in apprehending status and authority, but rather that the sum effects of this 

progress were sharply modified by social and cultural features unique to the American 

development of modern medicine.  These features are tied into the authority that 

physicians have come to hold almost ubiquitously. 

Authority is a difficult term to make sense of outside of particular contexts.  

Within a given situation, it seems intuitive to say that someone has authority or 

something is authoritative, but often, these statements disguise complicated 

misconceptions.  In order for the following historical story to make sense within a 

framework with shared definitions and meanings, a few definitions need to be clarified.  

At its most basic level, for the purposes of this history, authority is going to be defined in 

the words of Steve Lukes.  In an essay he wrote for A History of Sociological Analysis, 

Lukes closely defines authority, and his definition seems particularly suited to the 

professional authority in medicine.  In Lukes’s estimation, authority is evident in “the 

nonexercise of private judgment” (Bottomore 1978, 639).  The acceptance of authority, in 

other words, is “precisely to refrain from examining what one is being told to do or 

believe.  It is to act or believe not on the balance of reasons, but rather on the basis of a 
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second-order reason that precisely requires that one disregard the balance of reasons as 

one sees it” (Bottomore 1978, 639).   

These are not trivial statements.  Any time one is forsaking the balance of reasons 

as one sees it, something significant is happening, and it really does seem to be the case 

that this occurs while visiting the doctor.  In offering up disease to the authority of the 

physician, in one way or another, one’s very life itself falls under the control of this 

second-order reason.  Again, it may seem that this is necessarily a component of the 

physician’s mere existence, but it has not always been this way.  Few physicians could 

hope for this sort of authority before the middle of the twentieth century.  Few now can 

avoid it. 

 In a memorable and powerful phrase, and central to the rest of this historical 

narrative, Lukes offers one more way of conceiving of authority: “authority, like 

intuition, is thus seen as a shortcut to where reason is presumed to lead” (Bottomore 

1978, 640).  This bears some elaboration.  First of all, and most important to the 

professional, this definition essentially encapsulates the economic value of authority.  

Since authority is a shortcut, in one way or another, it can be sold as a savings in time.  In 

the case of a physician, this can be clearly seen in a simple thought experiment.  When a 

sick person visits the doctor, he or she does so with the intention of either procuring some 

means of getting well or determining the full effects of what it is that afflicts him or her.  

Someone that visits the doctor with a headache is asking the physician to do a myriad of 

things, but central to each of these requests is the desire to both alleviate the headache 

and determine whether or not it is indicative of something more serious.   
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In doing so, this person appeals to the authority that is vested in the physician.  

Here is where the shortcut comes into play.  Presumably, if the person with the headache 

were to take all of the required premedical courses, go through the rigors of medical 

school, finish residency, and come back to view themselves, a decade in the past, sitting 

in the doctor’s office with this horrible headache, he or she would arrive at the same 

diagnosis and treatment that the physician gives in just a few moments.  There is 

tremendous economic value in this.  Rather than undergo a decade of training, someone 

with a headache is more than willing to pay a fee to get the same information in a much 

shorter window of time. 

 This thought experiment begins to get a little bit more complicated though if it 

turns out that in actuality, the headache is an indication of a growing brain tumor.  This is 

clearly a possibility for anyone that has a lingering headache, but suddenly, the stakes 

seem a bit higher and the substantive basis of the physician’s authority a little bit more 

important.  This is the realm within which the physician operates every day.  Any 

symptom can be nothing more than a harmless cold, or it could be the manifestation of a 

deadly killer, and while on average, the former will vastly outweigh the latter in 

frequency, the costs of error are quite high.  When seen in this light, the professional 

authority of the physician is not only impressive but perhaps a tad frightening as well.  

Routinely, men and women bet their very lives on this authority.  In light of the 

significance of this authority, the historical circumstances that generated such a firm and 

deep commitment seem to be equally important.  The American public did not freely give 

this authority nor consent to its establishment; the medical profession waged a consistent 
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and longstanding war in order to obtain it.  In order to better understand the boundaries of 

this war, a few more nuanced components of authority deserve further attention.   

 Given that authority can be seen as a shortcut to where reason is presumed 

to lead, and that this shortcut can be sold as a savings in time, two pillars necessarily 

support this authority and allow its perpetuation: legitimacy and dependence (Starr 1982, 

9).  These pillars distinguish authority from the two less secure methods of securing 

compliance: force and persuasion (Starr 1982, 10).  And while authority, as a mode of 

control, holds both of these methods in its back pocket, for it to resort to either of them is 

for it to have failed as a special type of control (Starr 1982, 10).  Sometimes, as in the 

case of governmental authority, both force and persuasion may be operating in the 

background.  In other cases, the physician being a premier example, persuasion is the 

more potent reserve (Starr 1982, 9).  Authority may hold reserve powers, but the 

institution of authority is significant because it circumnavigates the necessity to use these 

reserves.  Instead, authority actively rests on claims to legitimacy and a situation of 

dependence. 

These two pillars, legitimacy and dependence, are the support structure for any 

authority and are the reason that it is preferable to other forms of coercion and control.  

Legitimacy rests on the acceptance that one should obey; dependence exerts its control 

through the anticipated foul consequences should one choose not to obey (Starr 1982, 

10).  At any one time, authority may rest more firmly upon one or the other, and this is 

what makes authority more stable and reliable than force or persuasion.  Sometimes, a 

government may in actuality be weak, but because it is the legitimate governing body, 

citizens may still respond favorably should the authorities ask for compliance.  
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Conversely, citizens may be dissatisfied and perhaps even seditious under a government 

that has violated its legitimacy in a military coup, but their dependence on the structure 

for economic security and political protection might maintain peace and compliance. 

  Physicians find themselves leaning on extensive networks of both legitimacy and 

dependence in their attempts to secure compliance.  While it is primarily persuasion that 

a physician holds in reserve, physicians can only expect their authority to result in 

compliance if they are legitimated by the appropriate structures and patients are 

dependent solely upon them for competent medical care.  This has not always been the 

case.  Early in the story of the American physician, the democratic culture would not 

permit legitimating bodies to license or credential physicians.  “The seeming complexity 

of medicine was artificial” to the democratic mind and “if properly understood, medicine 

could be brought within reach of common sense” (Starr 1982, 59).  This was where 

science truly played its role.  “Science shares with the democratic temper an antagonism 

to all that is obscure, vague, occult, and inaccessible, but it also gives rise to complexity 

and specialization, which then remove knowledge from the reach of lay understanding” 

(Starr 1982, 59).  Interestingly, it was not actually the fruits of science that seem to have 

given the physician authority but the complexities.  It was by coming to dominance 

within the structure of these legitimate complexities that the physician gained control of 

the profession.  Once science began to reveal the legitimate difficulties of medical 

understanding, people were more and more willing to subordinate their private judgment 

to the judgment of the physician.  It was this willingness that allowed the medical 

profession to exert control. 
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At this point, it is necessary to introduce a further term—profession—to the 

discussion.  While physicians operate as authorities in general, they also belong to a 

unique class of authorities: professionals.  Professional authority is distinguishable from 

authority in general due to the process of legitimation that a professional must undergo.   

The legitimation of professional authority involves three distinctive claims: first, 
that the knowledge and competence of the professional have been validated by a 
community of his or her peers; second, that this consensually validated knowledge 
and competence rest on rational, scientific ground; and third, that the 
professional’s judgment and advice are oriented toward a set of substantive 
values, such as health (Starr 1982, 15). 
 

This specific picture of legitimacy corresponds to the three particular attributes—

collegial, cognitive, and moral—that classically specify a profession (Starr 1982, 15).  

The professional claim of legitimate authority is so incredibly powerful because 

professionals do not appeal to an individual basis of legitimacy; professionals claim 

authority “as members of a community that has objectively validated their competence” 

(Starr 1982, 12).  Physicians did not always have this powerful claim to legitimate 

authority.  Until the middle of the twentieth century, the profession was too poorly 

organized to defend the claim that the community could validate competence.  Without 

this central hallmark of professional authority, the physician’s legitimate competence was 

cast into doubt.  This in turn, undermined dependence on physicians—the other critical 

pillar of authority.   

Legitimacy is both an internal and external struggle.  For physicians in the 

nineteenth century, both of these struggles were still in vicious flux.  Internally, the 

profession could not come to a consensus on who was in and who was out.  Competitors 

were continually rising up against the larger factions, yet no faction was large enough to 

gain dominance.  Furthermore, sentiments that emphasized the democracy of all men 
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were not inclined to grant the profession rights to any sort of specialized knowledge.  

This was the external attack on legitimacy.  In the twentieth century, this changed.  

Slowly, physicians managed to place themselves in a nearly unshakeable position.  

Physicians gained power over all medical colleges, which allowed them to limit the 

supply of physicians as well as tremendously elevate the expectations for competence. 

Previously, rival sects had maintained their own medical colleges; quickly, the avenues 

into medicine were narrowed, and the average physician’s competency and training 

began to climb. Physicians also gained power over the licensing of physicians after 

medical school, and through decisions in the courts, it became nearly necessary to belong 

to the local medical society if one was to be protected from malpractice.  With this 

central organization, the profession was able to begin forging a consistent claim to 

competence validated by a community of peers.  With control of medical colleges and 

licensing and the new, rapidly effective curative technologies of the twentieth centuries, 

the legitimacy of the profession was only growing.  Furthermore, as physicians came to 

stand between hospitals, insurance companies, pharmaceutical companies, and patients, 

they gained significant ground in the other fundamental basis of authority: dependence. 

“The chief basis of dependence on professionals is their superior competence,” 

but this requires validation of superior competence (Starr 1982,).  Scientific medicine 

made this possible.  Before 1900, by and large, the populace was not willing to grant 

legitimate complexity to the practice of medicine.  This was disastrous to the claim of 

superior competence.  If every man could be his own physician, why pay one?  However, 

as medicine allied itself with modern, technological science, the claim to complexity 

began to look more and more real.  With legitimate complexity came greater belief in the 
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profession’s claim to superior competence.  This eventually allowed the second 

fundamental pillar of authority to bolster physician professional authority even further.  

As the American populace grew to believe in the abilities of the physician, they grew 

dependent upon them in ways that they had never been. 

“The role of doctors, and public expectations of them, changed during the 
twentieth century.  The old acute infectious diseases were dwindling, and in any 
case could be cured from the 1930s by sulpha drugs or, from the 1940s, by 
antibiotics.  Yet, partly because of greater longevity, further chronic and abnormal 
conditions were coming to light, and the population seemed to be feeling 
worse…Though overall healthier, individuals grew more sensitive to symptoms 
and more inclined, or trained, to seek help for ailments their grandparents would 
have dismissed as trivial or untreatable” (Porter 2003, 530). 
 
 Finally, the physician was in the position that the German historian Mommsen 

describes as authoritative.  Mommsen asserted that an authority could be found when his 

or her recommendation was “more than advice and less than a command, an advice 

which one [could] not safely ignore” (Starr 1982, 14).  The profession succeeded.  It 

gained control over its own members; it gained control over the minting of new 

physicians and the maintenance of old ones.  The public was in full compliance; the white 

coat had become synonymous with a certain type of authority.  A physician’s advice was 

“individualized objectivity” (Starr 1982, 5).  The medical profession had forged a strong 

alliance with modern science and was on a mission to fulfill the moral project of the age.  

So, the operative question really becomes: how exactly did this all happen? And, where 

has this all led? 

 

An Aside: The Cartesian Body 

 The above discussions have delineated (1) the production of a moral project that 

culminates in activities particularly suited to the physician and (2) the social production 
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of the authority of the physician once medicine had allied with modern science; however, 

these two bookends of the story cannot stand alone.  In the midst of the birth of the moral 

project demanding the elimination of suffering and the rise of the physician to the heights 

of prestige and authority, bodies had to be reconfigured in a way that allowed them to be 

viewed mechanistically and the activities of the physician had to be situated in a power 

structure that both infused the power over the body into the medical profession and 

benefited from the activities of the physician.  The series of events that led to this 

situation goes a long way in explaining how, first, the body was opened to science, and 

second, how medicine found herself taken up into this science.  Another way of 

articulating this process would be to say that by rendering the body analyzable and 

manipulable, modern medicine allocates to itself the problem of—and solution to—

human finitude; in doing this, modern medicine becomes the tool by which disciplinary 

control is exerted over the bodies of individuals and populations; this control is exerted 

with the goal of optimizing the productive capacity of bodies and increasing their 

usefulness for the benefit of society (McKenney 1997, 184-185). 

 The results of this process are readily evident in the “speech situation of the 

clinic” where the patient reports his or her illness in a string of rich narratives, but the 

physician looks only for the significant portions of this story that will provide an “initial 

locational index” for the patient’s illness; in essence, the physician substitutes a scientific 

and technical interpretation for the patient’s relationship with the lived world of his or her 

illness (McKenney 1997, 186).  While this may seem quite ordinary to the present-day 

mind, this objectification of the body and reduction of it to the mechanical relationship 

between differing somatic locations would not have been conceivable just a few centuries 
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ago, and in order for physicians to exert the types of control that they are compensated 

for in the current world, this view of the body had to be acquired.  The roots of this view 

of the body can be found in Descartes, and while scholars argue about the exact 

interpretation and situation for his inauguration of the body as object, a few 

interpretations are better than others. 

 One of the better approaches to Descartes is to see his metaphysical and scientific 

work as therapy for a given set of human frailties (McKenney 1997, 191).  In this view, 

Descartes was attempting to offer treatment for the deceptiveness of the senses and 

passions, but he was also attempting to provide a framework through which the body’s 

fragility could find therapy (McKenney 1997, 191).  Since the 13th century, the body of 

belief surrounding dissection had slowly been transitioning away from the corpse as the 

haunted embodiment of the soul; the body was peeled apart from the soul, and dissections 

began to deal with corpses conceived of as inanimate matter like the rest of nature 

(McKenney 1997, 188).  In this view of the corpse, to the extent that mechanistic 

understandings could function as the truth of nature, the corpse could function as the truth 

of the living body (McKenney 1997, 188).  Whereas before, the animation of the body 

had provided a substantive difference between corpse and living body, the corpse now 

took on shape as the living body without its mechanistic functions.  Seen another way, 

Descartes prompted the idea that the living body could be conceived of as simply an 

animated corpse (McKenney 1997, 191). 

 Descartes was able to use this understanding of the body to understand reason in a 

new and different way.  Reason became the core of the soul, which was destined to 

outlive the body, but it also became the instrument by which nature could be conquered, 
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disease could be eliminated, and life span could be increased (McKenney 1997, 191).  

This on it’s own would not have necessarily been noteworthy, but it was Descartes’ next 

step that was truly profound.  Descartes reconfigured the location of the corpse.  The 

corpse had always been “my corpse”—“the corpse approaching from within”—and 

insofar as this corpse was only “my corpse,” it was impossible for the corpse to ever be 

perceived as useful for the examination of life.  The corpse was always approaching but it 

never arrived, since once it had arrived, the living body had departed and anything that 

could be gleaned from the corpse was worthless for describing that life.   

Descartes turns this on its head and perceives the corpse as the “corpse of the 

Other” (McKenney 1997, 191).  When the corpse is seen as the “corpse of the Other,” the 

anatomy of the body is suddenly freed from the living body that, upon dying, was no 

longer useful for studying the living body.  The individual body is no longer a singular 

individual body but a body that is built on the same model as every other.  The living 

person can examine this third-person body since looking at the corpse of any body 

becomes equivalent to looking at my corpse in a slightly different shape.  Medicine in 

turn transforms the truth of this “corpse of the Other” into the truth of the body in 

general, which for the first time allows the examination of lesions in particular tissues as 

a method of understanding disease (McKenney 1997, 192).   

The body as an operational, living whole could not—before anesthetic surgery 

that is—be studied as a discrete set of parts, so in the conception of the corpse as “my 

corpse,” autopsy does not allow the study of disease and the living body does not allow 

the study of discrete lesions.  As such, medicine was tasked with conceptions of disease 

that applied to the functional whole.  As soon as it became possible to view the body as 
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“the corpse of the Other” and in turn, to view “the corpse of the Other” as the truth of the 

living body, discrete tissues and organs can be studied in isolation and can be used to 

formulate atomistic conceptions of disease (McKenney 1997, 192).  In short, Descartes is 

a “metaphysician and scientist motivated principally by the existential threats of disease, 

decay, and death.  These threats are met by treating the body as capable of objectification 

and quantification” (McKenney 1997, 192). 

These notions of the body were further advanced towards the end of the 18th 

century by Marie Francois-Xavier Bichat, who oriented medicine around lesions in 

specific tissues.  His fundamental theory was that disease attacked specific tissues not the 

whole organism.  This had the effect of allowing, for the first time, the science of an 

individual (McKenney 1997, 193).  Medicine could only be allied with science within a 

framework of the body that perceived it as an object that could be described in 

mechanistic terms and could be influenced by mechanistic means.  Descartes’ thought, 

taken up by Bichat, brought this view of the body to the forefront of medical science and 

paved the way for the allegiance of medicine with science that would, in the twentieth 

century, make them indistinguishable from each other.   

 

 An Aside II: A Foucauldian Analysis of Power Over the Body 

 The triumph of the Cartesian model led to a view of the body “as a biological 

substratum whose characteristics are best described in physical and biochemical terms” 

(McKenney 1997, 199).  While the path traced above accounts for the objectification of 

the body, Michel Foucault gives an archaeology and genealogy of the movements in 

thought that would allow suffering, death, and crises of meaning to be problematized in 
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terms of medicine rather than religion (McKenney 1997, 201).  This process begins for 

Foucault in a redistribution of the visible and the invisible (McKenney 1997, 199).  

Foucault challenges the idea that clinical-laboratory science is a return to perception after 

a long reign of the dominance of theory and speculation (McKenney 1997, 199).  He does 

this by drawing the distinction between classificatory medicine, which was the medicine 

practiced leading up to the 1800s, and clinical-laboratory medicine, which is the medical 

understanding that came to eminence in the early 1900s, in a different manner than 

members of the current medical profession.   

Classificatory medicine brought disease into visibility by subtracting the 

particularity of an independent patient from the ideality of their disease (McKenney 

1997, 200).  In other words, a particular disease has a particular ideal form; this is marred 

or obscured by the individual particularity of a single patient, so the physicians job is to 

subtract these particularities in order to arrive at the ideality of the certain disease that is 

presenting itself through a particular patient (McKenney 1997, 200).  In contrast to this 

type of medicine, clinical-laboratory medicine identifies disease in the particular effects 

that it exerts on tissues and systems within a particular body; these effects, seen in many 

different patients, are then grouped together to form the characteristic picture of a 

particular disease (McKenney 1997, 200).  This method is markedly different from 

classificatory medicine insofar as it permits the science of an individual (McKenney 

1997, 200).  The individual is no longer a source of errors to be subtracted to find the 

disease but rather the very source of the disease and its progress through tissues 

(McKenney 1997, 200).  The singular patient becomes the conduit by which disease 

moves, and medicine is transformed from a science of disease forms to a science of 
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individual lesions in particular tissues (McKenney 1997, 200). 

As mentioned above, as soon as disease is understood as the product of lesions in 

particular tissues, the only way to study disease is through autopsy.  The corpse becomes 

the truth of the living body.  But, a problem presents itself in studying disease processes 

through autopsy; lesions of death must be distinguished from lesions of disease, and it 

was the problematic distinction between these two that convinced early proponents of 

clinical-laboratory medicine that death is not an absolute moment but rather a “process 

that insinuates itself into the living body and is thus immanent in life itself” (McKenney 

1997, 201).  With the understanding that life is “inseparable from the processes of 

degeneration that result in death, disease no longer appears as an accident that strikes the 

body” from outside, and because death is embodied in the living organism, it is no longer 

merely an end and disease is no longer merely an accident (McKenney 1997, 201).  For 

Foucault, this discourse surrounding the body “makes it possible for human beings to 

know themselves as objects of the various human sciences,” and furthermore, allows 

medicine to both confront humanity with the finitude that is an inherent part of their 

bodies and offer solutions to the threat of this finitude.  “As a result, suffering, death, and 

the crises of meaning they impose are now problematized in terms of medicine rather 

than religion” (McKenney 1997, 201). 

Death is parted from evil, and whereas one once responded to the crises of 

meaning provoked by death through various spiritual practices, one now responded to 

these same crises through scientific explanations and technological controls.  Obvious 

results of this new stance are not difficult to find: health replaced salvation, suffering lost 

its inevitability, and medicine took up the task of eliminating suffering and postponing 
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death (McKenney 1997, 201).  Concurrent with these transitions in thought surrounding 

(1) the place of disease in the body, (2) suffering, and (3) medical intervention was a 

transition in the locus of power; this transition is the critical point for Foucault as it 

provides some explanation for the exclusion of all other possible discourses about the 

body (McKenney 1997, 201).  This in turn explains the rise of the medical profession as 

the singular dominant force in controlling the body, and for the purposes of this thesis, 

gives some explanation for the dominance of the profession in subverting organizational 

and governmental controls. 

The key shift for Foucault occurs in the transition from sovereign power, which 

exercised control through suppression, to a new type of power that, for economic reasons, 

“begins to exercise itself through social production and social service” in the eighteenth 

century (McKenney 1997, 202).  The sovereign had maintained control through threats of 

death and suffering in payment for transgressions of laws and prohibitions; the new 

power maintains control by constructing a social and cultural situation in which networks 

arise to foster the desire of subjects to converge on a common norm.  This norm is 

constructed for both individuals and populations in a fashion that is most conducive to 

productive service—this could perhaps even be called health (McKenney 1997, 203).  In 

order to acquire this productive service, power had to gain access to the control of 

individual bodies, but this control could not take the form of suppression or productive 

use would be lost.  To threaten death or imprisonment is precisely to contradict the 

possibility of productive service.  Instead, Foucault contends, power relocated itself and 

inaugurated an era of “bio-power;” this new power viewed the body as a mechanism for 

extortion and maximization and the species as a method of producing more of these 
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mechanisms (McKenney 1997, 203). 

The new goal of power was thus the optimization of productive forces and the 

production of networks that maintained the health of these productive forces.  This goal 

was achieved by creating a series of norms by which individuals and populations could 

measure themselves; these norms take the form of “dividing practices that carve up the 

body” into diseased and non-diseased, sane and insane (McKenney 1997, 205).  Medicine 

thus became the primary network by which bio-power is exercised and insofar as 

medicine was capable of maintaining the types of bodies that led to productive efficiency, 

it was enthroned at the expense of all other discourses surrounding the body (McKenney 

1997, 205).  Medicine succeeded in this goal by stimulating the desire for “a certain kind 

of body that serves as a norm against which individuals measure their own bodies” 

(McKenney 1997, 205).  In a fantastic success, power manages to avoid force altogether 

and instead operates by the choices of the very people it tries to control.  In doing so, 

certain views of the body are also enthroned which in turn contribute to the circular 

maintenance of the discourse that created them to begin with. 

This is the complex circumstance that the physician was a part of in the twentieth 

century.  This made it possible for appeals to be made about medicine that would never 

have stood in a different occupation.  Medicine was separated from other occupations as 

a science of the body, and insofar as the body was the mechanism of production, it had a 

special place in economic value.  Medicine in turn was able to capitalize on this value by 

generating income from the production of the types of bodies that could further produce.  

Health became the central goal, and physicians became the arbiters of health.  These 

introductory topics are meant to set the stage for the curious decisions that will follow in 
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the coming pages.  Some of these decisions seem entirely devoid of reason, and the goal 

of what has been said thus far is to demonstrate how the body and medicine as the 

science of the body have risen to a special status.  This special status provides some 

rationale for the decisions that have led to the white-coated physician of the modern day.  

However, it is now time to leave the broad narratives of thought and dive into the daily 

life of the physician.  This all begins long before medicine rose to power.   
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CHAPTER TWO 
 

The Way It Was 
 
 

The Horse and Buggy Doctor to the Physician Dressed in White 
 

While the white coat has come to be synonymous with status, prestige, and 

financial reward, this was not always the case.  In fact, it might be more accurate to say 

that this new turn of events is precisely the opposite of how things have tended to go for 

the physician.  As recently as the mid 1800s, “physicians found it extremely difficult to 

support themselves solely from medical practice.  A second occupation, usually farming, 

often proved necessary” (Starr 1982, 65).  This might seem unimaginable in a world 

where physicians are some of the most specialized and highly compensated of all 

professionals, but it was quite normal in the 1800s, and while farming might have been 

the most common source of supplementary income taken up alongside the practice of 

medicine, it was far from the only.  “One historian records a doctor who, ‘not satisfied 

with his practice, robbed stagecoaches on the side’ before he was captured in 1855 and 

sent to prison” (Starr 1982, 65).   

In order to understand the physician of the modern world, this is the past that must 

be dealt with, and it is not a simple past to untangle.  The practice of medicine is so 

inextricably linked with the patterns and practices of ordinary life that minor innovations 

in the mundane can lead to extraordinary changes for the practice of medicine.  This was 

nowhere more evident than in the titanic shifts that occurred between the time of the 

farmer-physician and the time of the physician-scientist.  This enormous discrepancy in 

social existence is divided only by around a century of time, but in this short window 
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from around 1850 to 1950, a whole host of medical and social changes stormed into the 

world.  Within this window, not only did the medical profession manage to forge itself 

into a cohesive and nearly omnipotent sector of the market, but scientific advancement 

also swept through the profession leaving a nearly unrecognizable practice when 

compared to the once ineffectual country doctor.  One of the more famous physicians of 

all time, William Osler, presciently remarked, “the future belongs to science” (Porter 

1998, 526).   

A short list of the scientific advancements that occurred in this century would 

have to include the germ theory of disease, the first vaccine, the development of 

diagnostic x-rays, the development of aspirin, and the discovery of penicillin (Porter 

1998).  This list, while not sufficient to enthrone the medical profession, was necessary to 

the basic claims of effective medical treatment.  Recalling the Protestant moral project, 

physicians were beginning to obtain the skills that allowed them to claim to be the 

vanguard of the moral project of the age; medicine was the quintessential model of 

science ordered towards the benefit of mankind.  An allegiance to science provided 

legitimacy to a profession that had been forced since time immemorial to resort to a host 

of tricks of the trade in order to parade around in a veil of decency, while all around, the 

sick suffered and died.   

Before allying to science, physicians had been forced to use their social grace in 

place of medical efficacy.  In a manual by D.W.  Cathell, published in 1881 and entitled 

The Physician Himself, Cathell contends that “if one is especially polished in manner and 

moderately well versed in medicine, his politeness will do him a great deal more good 

with the public than special acquaintance with histology, embryology, and other ultra-
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scientific acquirements” (Starr 1982, 86).  At this point, the average doctor’s livelihood 

was far more dependent on the public’s perceptions of him than anything else (Starr 

1982, 86).  Cathell’s guide seems to suggest that physicians faced a “hostile, skeptical, 

and treacherous world” (Starr 1982, 87).  This careful impression management would 

have been quite familiar to the physician.  He had very few treatments of demonstrable 

efficacy.  The dawn of the twentieth century would bring a new age for physicians, 

particularly surgeons.  It was at this point that the call to “Do good” became possible in a 

repeatable, demonstrable manner. 

  These scientific advancements served to provide a basis for effective, marketable 

care, but the more surprising contributions to the growth of medicine actually came from 

beyond the bounds of what would be considered explicitly medical interventions.  For in 

order for the physician to take advantage of effective treatments, he had to be called upon 

to treat.  This had, previous to certain innovations, been a tremendous drain on productive 

time and had been a principle barrier to the use of professional medicine.  In a testament 

to the link between the physician’s practice and innovations of ordinary life, in the 

nineteenth century, perhaps the most important advancements in terms of the physician’s 

productivity and reach were the telephone and motorcar.  These two inventions likely did 

more to embed the practice of medicine in the fabric of life than any technically medical 

advancement (Starr 1982, 71).  But before dealing with the result of all of these 

advancements, a picture of the physician before them is required, and in order to paint 

this picture, it will be necessary to turn to the early years of American medicine. 

 Any story of American medicine has to begin with an American populace that 

doubted their need of professional expertise.  While in later years, physicians would have 
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to deal with all manner of competition from sectarians and other professionals alike, the 

nineteenth century doctor faced an entirely different difficulty: nobody thought that they 

needed a doctor.  This lack of dependence had practical roots.  “In new settlements and 

on the frontier, the conditions of material life made special demands for self-direction; 

forced to improvise, Americans developed a stubborn confidence in their own common 

sense” (Starr 1982, 31).  This stubborn confidence in common sense was a never-ending 

threat to the professional claims of physicians, but it was also a required trait among 

people that pushed forward into the unknown of the American frontier.  For a 

frontiersman to need a professional’s service was for him to forego that very service 

altogether.  A profession can have no success if people are willing or able to do the 

service themselves.  To return to the concept of authority, it is only supported if it is a 

shortcut to a common goal and its presence contributes superior competency; for those on 

the frontier, not only was the physician not a shortcut, he might be the exact opposite; add 

on to this the questionable superior competency of eighteenth century physicians, and it is 

no surprise that physicians struggled to find clients. 

For frontier Americans, the acquisition of physician services entailed expenditures 

well beyond what they could reasonably expend.  Not only would it take a tremendous 

amount of time to summon a physician, but it would also take a tremendous amount of 

time for the physician to arrive, to treat, and to make it back to where he could be 

summoned again.  All of this time necessitated compensation as it was time lost to other 

productive work, and most families simply could not afford to pay the sum of all these 

indirect costs.  “The heart of the economic problem was not that physician’s fees were so 

high, but that the real price of medical care was so much higher than their fees” (Starr 
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1982, 66).  This was only to become more and more true as physicians began to acquire 

effective treatments.  While the frontiersman could reasonably expect a similar outcome 

from his wife’s medical skills and the doctor’s, the late nineteenth century family could 

not.  By this time, the barrier was not the ineffectual practice of medicine, but the 

staggering indirect costs of procuring it.   

It must not be assumed that the central difficulty was a lack of funds to pay for a 

physician.  It was not that Americans did not have the money to pay for a doctor’s 

services per se, but rather that they would not have decided to expend that portion of their 

income on a physician.  To return to one of the fundamental pillars of authority, the 

majority of Americans were neither psychologically nor structurally dependent upon the 

services of a physician.  In fact, they were perfectly content to take care of the vast 

majority of medical expenses in the home.  “The family, as the center of social and 

economic life in early American society, was the natural locus of most care of the sick” 

(Starr 1982, 32).  Insofar as this was the case, healthcare was not even a commodity to be 

marketed.  “Care of the sick was part of the domestic economy for which the wife 

assumed responsibility,” and it would take large shifts to move these activities outside of 

her reach (Starr 1982, 32).  In the background of this discussion is the role of 

expectations and how they shape behavior.  Americans in the early eighteenth century did 

not expect the intervention of a medical professional, and as such, they did not call on 

one.  As these expectations began to change, physicians appropriated areas of life that 

had traditionally been fully based in the family.  Once these expectations were 

introduced, it did not take long for them to be cemented within the fabric of society. 
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While the high cost of calling a physician and the lack of an expectation for his or 

her professional services continued to sap clients from a physician’s possible pool, the 

strong moral sentiment surrounding illness had undergone significant changes that were 

beneficial to the eventual capabilities of medicine.  During the sixteenth and seventeenth 

centuries a moral component of illness had removed the authority of the body from the 

sole hands of the physician.  “While Protestantism banished magical practices from 

religion and the supernatural from healing, it initially encouraged a moral view of 

misfortune” (Starr 1982, 35).  In this moral view of misfortune the proper reaction to 

accident or illness was to “search one’s soul for moral error” rather than call on the aid of 

a physician.  This sentiment has its roots in sixteenth and seventeenth century England 

where “the Elizabethan Prayer Book required clergy when visiting a sick parishioner to 

begin by reminding him that whatever form the sickness might take he must realize that it 

was God’s visitation” (Starr 1982, 35-36).  Illness and sin were often seen as inextricably 

linked, and the same force that healed one could also make him or her a better or more 

holy person (Taylor 2007, 39).  The belief was that illness was an outward manifestation 

of an inward problem; one was ill because one was sapped inwardly by the sinful 

condition (Taylor 2007, 39).  Sin was effectively playing the role of a depressed immune 

system in the modern world, and it was commonly believed that certain conditions would 

simply go away after absolution (Taylor 2007, 39). 

With God’s visitation as an intimate part of the patient’s illness, the physician was 

forced to tread carefully for fear of stepping on divine toes, and the patient was always 

aware that “it was lawful to take physic, but unlawful to trust in it too much…Health 

came from God, not from Doctors” (Starr 1982, 36).  This bifurcated view of illness 
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meant a similarly bifurcated view of physician assistance.  While the last remnants of this 

view of illness were still floating in the cultural context of the American people, a 

naturalistic view of disease was beginning to dominate in the minds of the American 

populace.  This is evident in the shockingly prevalent books of the time on domestic 

medicine.  They were both enormously popular and “fundamentally naturalistic and 

secular” (Starr 1982, 35).  These effects of Protestantism are seemingly at odds with the 

effects previously stated, but on closer inspection, this is not the case.  The moral project 

that Protestantism constructed was based in an instrumental approach to moral good.  

That which is effective in eliminating suffering is that which is to be done.  At this point 

in the story, the physician was not effective and as such was not yet within the bounds of 

the moral project.  An alliance with scientific medicine would change that. 

The sum total of all these circumstances—whether focusing on the high cost of 

obtaining physician services, the moral view of medicine, the role of the family in caring 

for the sick, or the strong dedication to the virtue of self-reliance—was a medical 

profession that consistently struggled to maintain a clientele.  To add to this struggle, 

some of the most difficult competition for physicians came from fellow physicians turned 

authors.  As mentioned previously, these incredibly popular guides to medicine in the 

home were based on a naturalistic view of disease.  Furthermore, they were effectively 

inanimate competition for the practicing physician.  “The best know of these works was 

Domestic Medicine,” which was described in its subtitle as “an attempt to render the 

Medical Art more generally useful, by showing people what is in their own power both 

with respect to the Prevention and Cure of Diseases” (Starr 1982, 32).  Not only was the 

use of such a book firmly in line with the ideals of a self-directed, self-reliant people, but 
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one such book in a home seemed to promise all the secrets of the physician without 

having to call one at all.  The fundamental premise was that a physician was not needed 

to treat disease; the treatment of disease could be accomplished by anyone.   

The combined effect of the beliefs of early Americans served to both set the stage 

for the profession’s dominance and restrict the authority of physicians by calling into 

question the basis of their authority.  These were perfectly consistent trends.  On one 

hand, as the naturalistic conception of disease was permeating society, the stage was 

being set for the dominance of scientific medicine as the quintessential naturalistic 

investigation of illness.  On the other hand, until science brought effectual treatments, the 

naturalistic conception of disease was antagonistic to the profession’s dominance and the 

moral project of the age.  Once patients had assented to naturalistic views of illness, they 

now began to evaluate the effectiveness of treatments, and unfortunately, physicians just 

were not very effective.  As long as physicians possessed no substantive claim to 

legitimate competency and complexity, the American populace was loath to depend on 

their services.  It was more expedient and more consistent for an American family to 

either acquire the skills of medicine for themselves or forego them altogether than to 

summon the physician.  Sensing this, physicians had responded by trying “to raise their 

standards, dignity, and privileges through medical schools, societies, and licensing, but 

the openness of society and the ambition of their fellows subverted their efforts” (Starr 

1982, 54).  This began to change over the course of the nineteenth century.  A convenient 

point to begin the story of the change is 1816 with the invention of the stethoscope. 

The stethoscope did more than provide the ability to listen to the sound of the 

heart and lungs.  While this may be the purely utilitarian purpose of a stethoscope, the 
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more significant contribution came in how the stethoscope transformed the relationship 

between the physician and his or her patient.  “As is often said, doctors previously 

observed patients; now they examined them” (Starr 1982, 55).  This is far more than just 

a semantic shift.  This was the first step towards legitimating not only the complexity of 

medicine but the authority of the physician.  Before the stethoscope, the physician was 

forced to rely upon the patient alone for a report of their illness, and more importantly, all 

information available to the physician was available to the patient.  This was no longer 

the case with the stethoscope.  Suddenly, the physician was in possession of private 

knowledge of the patient’s bodily condition, and while this can be beneficial for the 

treatment of the patient, it also begins to lump authority into the physicians hands.  Not 

only does the stethoscope legitimate the physician by providing evidence of superior 

competency, but it also increases dependency on the physician, as this special insight is 

not something that the average mother has into the health and well being of her children.  

In many ways, the stethoscope is an example of how all types of medical technology 

enter into the physician-patient relationship.  These medical innovations, which are 

restricted to physicians either due to the complexity or cost, remove the range of possible 

interventions performed by non-professionals.  This, in turn, both builds dependence and 

legitimacy.  The professional is legitimated by his greater insight into the body of his 

patients and dependence grows as more and more technical sophistication is required to 

use available technology. 

Scientific medicine is this small case writ large.   

“From the perspective of democratic thought in the early nineteenth century, the 
seeming complexity of medicine was artificial; if properly understood, medicine 
could be brought within reach of ‘common sense.’ The development of science 
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broke that confidence.  It helped establish the cultural authority of medicine by 
restoring a sense of legitimate complexity” (Starr 1982, 59). 
 

This restoration of legitimate complexity had dual effects.  On one hand, physicians 

gained protection from the sectarians claiming that every man could be his own 

physician, on the other hand, this legitimate complexity was accompanied be legitimate 

effects.  On top of these two effects, science is an intermediary between the world of the 

professional elite and the world of the democratic egalitarian.  The professional elite 

wants to claim superior competency; the democratic ideals want to claim equality.  

“Science shares with the democratic temper an antagonism to all that is obscure, vague, 

occult, and inaccessible, but it also gives rise to complexity and specialization, which 

then remove knowledge from the reach of lay understanding” (Starr 1982, 59).  This 

legitimate complexity gives the defender of the profession substantive basis for his 

construction of a professional elite.   

 In between the invention of the stethoscope, and the cascade of medical 

advancements listed earlier, several trends prepared the way for the dominance of 

scientific medicine.  These trends occupied three realms of ordinary life: transportation, 

communication, and locality.  As mentioned earlier,  

“The price of medical services consists not only of the direct price (the physicians 
fee, the charge for a hospital room) but also of the indirect price—the cost of 
transportation (if the patient travels to the doctor or sends another person to 
summon one) and the foregone value of time taken to obtain medical care” (Starr 
1982, 66). 
 

Most conversations ignore indirect costs; however, this is a serious error.  Prior to the end 

of the nineteenth century, “the indirect price of medical services probably outweighed the 

direct price” (Starr 1982, 66).  Society during the nineteenth century was dispersed over 

wide ranges of territory and was predominately rural.  To travel the significant distances 
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necessary to see a physician might mean losing an entire day of work; this was 

prohibitive both economically and psychologically (Starr 1982, 66).  As cities began to 

grow and as modern means of transportation were invented, the isolation of rural 

communities was no longer such a significant contributor to the indirect costs of 

procuring professional services.  This had the dual effect of making professional services 

significantly more economical and bringing these services into the psychological 

expectations of a larger swath of the populace (Starr 1982, 67).  As the cost of procuring 

professional services fell, slowly, it became more economical to export these needs to 

professionals than to go through the effort of producing them internal to the household.   

While physician earnings are difficult to pin down and are invariably fragmentary 

for much of the nineteenth century, some fee schedules have been preserved and give 

significant clues into the economy of the country doctor in the mid-nineteenth century.  

For example, “in 1843 in Addison County, Vermont, the fee for each visit by a doctor 

was 50 cents at less than half a mile; $1.00 between a half mile and two miles; $1.50 

between two and four miles; $2.50 between four and six miles and so on” (Starr 1982, 

67).  These were typical ratios between the cost of travel and the cost of physician 

services proper.  A separate set of fees from 1841, these for Dr. Tomlinson For of 

Milledgevelle, Georgia, looked something like this: 

“Visit, 4 miles in rain, and medication . . $7.00 
Visit, nocturnal, 4 miles . . . . $8.00 
Visit, 4 miles, $5.00 med., for gonorrhea . . $15.00”  
(Shryock 1966, 159) 
 
  The effect of these ratios is to disproportionately prohibit the use of minor 

services.  The lower the physician’s fee for a given service, the higher the ratio between 

travel cost and cost of service.  This worked to nobody’s favor, but instead acted as a 
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prohibition on minor physician services.  “In rural areas, many families would not think 

of calling in a doctor except under the most grave conditions” (Starr 1982, 68).  For 

serious conditions, the ratio between travel costs and the cost of service would be 

significantly lower, and a family might be able to more easily justify the expense.  It 

cannot be underestimated the effect that travel had on the doctor of the mid-nineteenth 

century.  One doctor stated that “he spent half of his life in the mud and the other half in 

the dust” (Starr 1982, 68). 

 The fee schedules have another clue to provide in terms of physician income.  

Some of these schedules include the fee that a doctor would charge for an entire day.  

Several place this sum between $5 and $10 dollars (Starr 1982, 68).  A few different 

assumptions can be taken from this number.  First, it can be assumed that the average 

physician’s daily income fell at or below this number, and since these same fee schedules 

place an office visit at between $1.00 and $1.50, it is reasonable to believe that in the 

middle of the nineteenth century, the average physician was seeing around five to seven 

patients a day and was making between $5 and $10 dollars per day (Starr 1982, 68).  

Urbanization would rapidly change this set of circumstances.   

 “The proportion of Americans living in towns of 2,500 or more increased from 

just 6 percent in 1800 to 15 percent by 1850; it then jumped to 37 percent in 1890 and 46 

percent in 1910” (Starr 1982, 69).  Doctors made the transition to urban life even faster 

than the general populace (Starr 1982, 69).  This enormous transition was spurred on by 

what has been called the “transportation revolution,” and while this revolution has tended 

to focus on long-distance travel, the more significant change for the physician took place 

at a more local level (Starr 1982, 69).  Perhaps the most significant advancement to the 
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physician was the automobile.  “Doctors were among the earliest to buy cars,” as they 

further reduced the time that had been previously lost to travel.  A doctor from Iowa, in a 

particularly jubilant exclamation, remarked that “it is the same as if the day had forty-

eight hours instead of twenty four” (Starr 1982, 70).  Even beyond the simple savings in 

time, the automobile widened the geographic reach that a physician was capable of 

covering; this, combined with higher densities of people led to a synergistic effect 

whereby the physician could not only cover a larger area in less time, but had a greater 

density within that area as well.  On the other side of things, these advancements also 

enabled the patient to visit the doctor’s office from a further distance and at less cost in 

time.  This overall “reduction of indirect prices from the local transportation revolution 

and the rise of cities put medical care within the income range of more people” (Starr 

1982, 71).   

The telephone was the another technological innovation to radically alter the 

practice of medicine.  Previously to the telephone, the acquisition of a physician would 

often require an emissary to track the physician down and the physician to then find the 

patient.  All of this effort was an expenditure of time.  Plus, there was never a guarantee 

that the physician would be present when the emissary arrived at his place of residence.  

The telephone altered this structure immensely.  “In an apt analogy, one manual for 

medical practice in 1923 commented that the telephone had become as necessary to the 

physician as the stethoscope” (Starr 1982, 70).  With the telephone, tracking down the 

physician got significantly easier, and with this ease, more people were more willing to 

rely on his or her professional expertise.   
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The effects of these small, gradual changes were so dramatic that whereas the 

physician had once been limited to less than seven patients per day, by the 1940s, the 

average load of a general practitioner had climbed to a staggering eighteen to twenty-two 

patients per day” (Starr 1982, 71).  This translates to a gain in productivity of around 300 

percent, and all of it the result of simple gradual changes in social structure and 

technology.  The more subtle effect of this transportation revolution was psychological; 

“increasingly, one came to expect the doctor’s intervention.  Improved access ultimately 

brought greater dependency” (Starr 1982, 71). 

 The urbanization process brought with it some other beneficial social changes for 

physician income.  On one hand, the family began to occupy far fewer single dwellings 

and began to move into apartments or flats that were not able to accommodate the sick 

(Starr 1982, 74).  On the other hand, the industrialized and urban life served to create a 

much larger group of unattached individuals than had ever been present (Starr 1982, 74).  

These two trends in concert served to provide a burgeoning population in need of what is 

now known as inpatient care.  The growing medical profession was all too willing to 

provide this as it further enabled medical authority to dominate the experience of 

sickness.  Furthermore, the segregation of sickness was part of a general trend towards 

rationalizing daily life (Starr 1982, 75).  Industrial society more and more depended on 

the type of routine that sickness inherently disrupts, and insofar as this was an 

undesirable disruption, structures arose to remove the disruption (Starr 1982, 75). 

 All of this was more than beneficial to the medical profession, but lurking in the 

outer edges of professional control, other practitioners were attempting to steal a piece of 

the pie, and the medical profession was not prepared to share.  At the same time, the 
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number of physicians rapidly swelled to provide supply for the growing demand and 

hospitals were beginning to acquire such a large proportion of patients as to threaten 

physician autonomy (Starr 1982, 77).  All of these threats—external practitioners, excess 

physicians, and hospital control—would have to be dealt with if the medical profession 

was to maintain control of the growing medical complex.  “Physicians stood to benefit 

only if they could control the supply of practitioners, the division of labor, and their own 

relation to organizations” (Starr 1982, 77).  This would be the mission as the twentieth 

century dawned. 

At the center of the struggle for dominance in medicine were two problems: a lack 

of consensus and a still tenuous grasp on legitimacy.  If the medical profession were to 

amass the necessary authority to control the market as they desired, these problems would 

have to be mitigated, or, perhaps even reversed.  Medicine’s allegiance with science 

would go a long way towards investing legitimacy, but it would take significant changes 

internally to bring the medical profession to a cohesive arrangement within the 

profession.  Several key elements would be end up being necessary in establishing the 

unified medical profession: (1) control of the standards and institutions of medical 

education, (2) control of licensing of medical professionals and membership in medical 

societies, and (3) control of access to hospitals, pharmaceuticals, and payment by 

insurance companies (Starr 1982, 77).  All three of these elements are intimately linked to 

physician compensation.  Not only does each of these elements offer control of how 

many practitioners are competing for a given patient population but they each contribute 

in a different way to the authority of the physician and thus his or her economic power in 

society.  The next portion of the story deals with precisely how physicians managed to 
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gain control in all three of these areas.  Between roughly 1850 and 1930, the medical 

profession collectively was able to organize itself into a cohesive and unified front.  

Although sectarians still existed, more and more they were either eliminated due to the 

inability to access technology or pharmaceuticals, or they were folded into the ranks of 

the regulars until sectarian they were no longer.  Five significant structural changes 

contributed to the consolidation and ascension of the medical profession leading up to the 

1930s.  These changes were not sufficient for the explosive income of the physician but 

they were certainly necessary.  The five structural changes can be delineated as follows: 

(1) An informal control system for medical practice emerged as a result of 

increasing specialization and the growth of the hospital systems (Starr 1982, 229).  “The 

need for referrals and hospital privileges brought about a shift from dependence on 

clients to dependence on colleagues” (Starr 1982, 229).  This precipitated a change in the 

profession from relationships generally based in competition to relationships primarily 

based in cooperation.  In many ways, this laid the groundwork for what will be explained 

later as guild free choice.  Additionally, this informal organization allowed physicians to 

pursue political solutions as they were able to, for the first time, assert long-run collective 

interests over short-run individual interests (Starr 1982, 230). 

(2) With greater organization and the American people’s willingness to permit 

licensing, labor markets in medical care were brought under the control of the medical 

profession (Starr 1982, 230).  Medical licensing was only marginally effective in pushing 

out rival sects but it was profoundly effective in reducing the number of practicing 

physicians (Starr 1982, 230).  As the number of physicians declined, the supply of cheap 

professional labor disappeared (Starr 1982, 230).  This had the effect of making certain 
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competitive arrangements such as capitated payment and dispensary medicine financially 

untenable.  Quietly, these rivals to the hospital and the FFS model simply dissolved. 

(3) The profession received a “special dispensation” from the burdens of 

hierarchy in the capitalist enterprise (Starr 1982, 230).  While all around the corporate 

powers were growing, physicians managed to expel “commercialism” while concurrently 

allowing all of the capital investments associated with medicine to become socialized.  

Large subsidies were directed towards medical schools and community hospitals were 

opened to private practitioners (Starr 1982, 230).  This meant that physicians had to 

invest almost no capital to take advantage of the public purchase of advanced technology.  

All the while, their fees were unaffected.  One more notion that often goes unappreciated 

is the idea of self-exploitation.  As restrictions on labor began to limit the working hours 

that a corporation could demand, the position of a physician to self-exploit his time and 

energy made it difficult for corporate powers to compete with the solo practitioner (Starr 

1982, 206).  In the case of the physician, ten solo practitioners could outcompete ten 

employed physicians simply because there are no regulations over the hours a self-

employed person sets for himself or herself. 

(4) The top countervailing powers in medical care were eliminated.  While the 

state, corporations, and voluntary associations could have ended up exercising power 

over the medical profession, they were kept on the boundaries (Starr 1982, 231).  This 

meant that no organized buyer could offset the market power of physicians which in turn 

meant that doctors were able to charge whatever their patients were willing to pay (Starr 

1982, 231).  As insurance began to pay for the vast majority of medical care, the patient 
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could pay a lot more without feeling it, and the physician was more than willing to charge 

higher and higher fees.   

(5) Finally, the establishment of specific spheres of professional authority ensured 

that attempts to rationalize organization floundered (Starr 1982, 231).  “Medical care 

came to be characterized by a series of internal boundaries demarcating the profession’s 

domain” (Starr 1982, 231).  In society, the carefully maintained divide was between 

public health and curative medicine; in the hospital, the divide was between professional 

and administrative authority; in the drug market, the split was erected between ethical 

(only available by physician prescription) and over the counter medicines (Starr 1982, 

231).  All of these carefully maintained divides served to place the physician in the most 

advantageous position possible as the central axis around which all of medicine spun. 

Perhaps the most significant of all structural accommodations was simply the 

open access to community hospitals.  This might not seem so significant at face value, 

but it had the effect of allowing physicians to sidestep the organizational controls while 

reaping the full benefits of incredibly expensive capital investments of medicine.  These 

full benefits included fees that tended to grow with the use of these technologies, but the 

physicians had to expend almost no capital in the process.  Effectively, they were able to 

see far more patients and charge far higher fees without having to invest personally.  This 

is on top of eluding all organizational control due to the fact that no healthcare body 

could offer physicians something they did not already have access to at the community 

hospital. 
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CHAPTER	THREE	
	

Insurance	and	the	Influence	of	Guild	Free	Choice	
	
	

Insurance	
	

Beginning	in	the	1880s	and	extending	into	the	early	1900s,	almost	all	of	the	

major	European	powers	adopted	some	form	of	nationalized,	compulsory	health	

insurance	that	provided	income	replacement	and	medical	care	in	the	event	of	

accident	or	illness	(Starr	2011,	6;	Thomasson	233).		By	1920,	16	European	nations	

had	successfully	established	these	systems	(Thomasson	2002,	233).		In	sharp	

contrast	to	these	developments,	the	US	would	eventually	end	up	spending	much	of	

the	first	half	of	the	twentieth	century	wrestling	with	the	place	that	insurance	would	

play	in	American	medicine.		Ultimately,	nationalized	insurance	would	fail,	and	a	

fragmented	system	of	payers	would	rise	to	fill	the	void.		Medical	costs	were	on	the	

rise	and	individual	payment	simply	was	not	sufficient	to	maintain	the	medical	

expectations	of	the	populace.		The	development	of	this	fragmented	system	is	

intimately	connected	to	physician	compensation	in	more	ways	than	can	perhaps	be	

appreciated,	and	in	the	words	of	Paul	Starr:	“only	history	can	help	us	make	sense	of	

a	healthcare	system	that,	from	the	perspective	of	its	results,	makes	very	little	sense	

at	all”	(Starr	2011,	23).	

Insurance	matters	to	the	physician	because	it	is	likely	that	without	it,	he	or	

she	would	not	be	paid.		As	the	price	of	healthcare	skyrocketed	in	the	early	1900s,	

physician’s	bills	grew	beyond	the	realm	of	possibility	for	many	middle	class	

Americans.		Physician	bills	had	always	been	paid	last,	and	if	not	for	some	
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mechanism	to	pay	these	now	growing	bills,	Americans	might	have	foregone	

treatment	altogether.		Even	in	the	1840’s,	“the	most	commonly	aired	grievance	of	

American	physicians	was	the	difficulty	of	collecting	fees”	(Shryock	1966,	149).		This	

tendency	for	the	physician’s	bill	to	be	paid	last	bears	some	attention,	because	with	

the	advent	of	insurance,	this	order	would	be	completely	reversed.		Insurance,	in	

essence,	means	that	the	doctor’s	bill	is	paid	first.		Most	insurance	is	even	deducted	

from	employee	salary.		It	seems	that	from	the	mid‐1800s	until	the	advent	of	

insurance,	many	families	kept	medical	costs	down	by	simply	not	paying	(Shryock	

1966,	160).		Doctors	were	not	all	that	meticulous	about	their	fees	and	most	doctors	

only	settled	bills	at	the	end	of	the	year;	in	this	informal	system,	the	physician	could	

expect	to	be	paid	only	by	a	portion	of	his	patients,	and	it	seems	naïve	to	think	that	

physicians	would	not	adjust	their	fees	to	make	up	for	those	that	would	go	unpaid.		In	

fact,	this	is	an	earlier	version	of	the	current	model	where	physicians	use	their	

proportion	of	privately	insured	patients	to	cover	the	costs	of	Medicaid	patients	or	

the	uninsured.	

It	seems	that	the	physician’s	bill	coming	last	likely	has	its	roots	in	the	

conflicting	traditions	of	the	profession	(Shryock	1966,	162).		Physicians	inherited	

from	the	Middle	Ages	a	semi	clerical	status	that	seemed	to	suggest	that	the	

physician’s	primary	concern	should	be	service	over	profits	(Shryock	1966,	161).		

This	service	orientation	is	the	root	of	the	professional	expectation	to	provide	care	

freely	to	the	poor,	an	odd	notion	in	any	other	occupation	(Shryock	1966,	161).		

“Professionally	speaking,	the	practitioner	thus	lived	a	double	life—half	benefactor,	

half	businessman—with	all	the	difficulties	this	entailed”	(Shryock	1966,	162).	
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As	physician	bills	grew	rapidly	in	the	early	1900s,	and	as	it	became	less	and	

less	possible	to	simply	avoid	paying,	tension	began	to	develop.		The	Depression	

served	as	a	catalyst	for	the	formation	of	systems	and	structures	that	would	allow	the	

payment	of	physician	bills	by	spreading	the	cost	over	a	large	population	of	people.		

But	negotiating	systems	that	were	actuarially	sound	for	the	insurance	company,	

professionally	sanctioned	by	organized	medicine,	and	financially	possible	for	the	

public	was	an	intense	struggle.	

The	ultimate	result	of	the	developing	insurance	system	in	America	would	be	

vastly	increased	incomes	for	the	profession,	but	the	path	to	this	end	result	would	

follow	a	circuitous	route.		This	route	is	based	firmly	in	the	traditional	habits	of	the	

physician.		Before	insurance	existed	at	all,	the	physician	had	always	practiced	an	

informal	method	of	redistributing	wealth	from	higher	classes	to	lower.		He	or	she	

would	charge	the	cost	that	a	wealthy	patron	could	pay	and	would	often	charge	a	

poor	patron	almost	nothing	at	all	(Starr	1982,	319).		This	worked	reasonably	well	

while	physician	fees	were	modest	and	the	real	benefits	of	healthcare	were	tenuous	

at	best,	but	as	physicians	began	to	gain	the	ability	to	make	a	real	difference	in	health	

and	as	the	number	of	physicians	fell	due	to	stricter	requirements	for	entrance	to	the	

profession,	their	fees	rose,	and	this	habit	would	become	the	silent	force	that	would	

push	physician	fees	through	the	roof.			

With	the	advent	of	insurance,	doctors	found	themselves	with	access	to	a	

larger	and	larger	population	capable	of	paying	their	fees,	and	bills	were	now	often	

all	paid,	either	as	premiums	to	an	insurance	company	or	as	deductions	from	salary	

(Shryock	1966,	160).		This	is	a	critical	moment.		While	physician	fees	had	been	the	
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most	likely	to	go	unpaid,	physicians	had	been	forced	to	elevate	their	charges	to	

make	up	for	the	lost	income	in	unpaid	bills.		The	sudden	reversal	in	the	order	of	

payment	without	a	corresponding	adjustment	in	physician	fees	had	the	effect	of	

boosting	physician	income	rapidly.		This	is	just	one	example	of	a	structural	change	

having	an	enormous	unintended	effect	on	physician	compensation.			Even	if	only	a	

small	percentage	of	physician	fees	were	going	unpaid,	and	estimates	suggest	it	was	

far	more	than	a	small	percentage,	the	effect	of	suddenly	gaining	all	of	that	income	

was	of	great	significance	to	the	physician	that	had	been	used	to	fighting	for	every	

payment	(Shryock	1966,	149).			

Perhaps	even	more	significant	than	prepayment	changing	the	total	

proportion	of	paid	bills	would	be	the	unanticipated	effects	of	a	peculiar	tendency	in	

medicine	to	charge	only	as	much	as	patients	were	able	to	pay.		While	patients	had	

been	paying	for	medical	care	out	of	their	own	pockets,	this	had	worked	reasonably	

well,	but	once	the	financing	system	was	divorced	from	the	patient’s	direct	control,	

this	charitable	tradition	became	a	chance	to	generate	income.		“Doctors,	who	were	

accustomed	to	setting	fees	according	to	their	patients’	ability	to	pay”	began	raising	

charges	now	that	their	patients	could	afford	to	pay	more	(Starr	1982,	319).		An	

official	of	the	United	Rubber	Workers	reported,	“we	started	out	with	an	insurance	

program	that	provided	fifty	dollars	for	the	maternity	fee.		We	had	found	that	for	a	

number	of	years	the	maternity	fee	in	that	community	was	fifty	dollars”	(Starr	1982,	

319).		He	goes	on	to	report:	“strange	as	it	may	seem,	in	less	than	a	year	we	found	

that	the	standard	charge	for	maternity…went	to	seventy	five	dollars”	(Starr	1982,	

319).		This	is	a	small	example	of	what	was	happening	with	physicians	all	over	the	
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country.		Only	through	an	insurance	of	a	very	specific	type	could	this	become	

possible.		In	other	systems,	physician	fees	are	regulated	either	by	the	market	at	the	

level	of	the	physician‐patient	interaction	or	by	a	central	agency.		Physicians	in	

America	managed	to	place	themselves	outside	of	both	of	these	methods	of	control.		

Their	ability	to	do	this	is	uniquely	informed	by	the	historical	circumstances	of	health	

insurance	in	America.			

The	legacy	of	American	healthcare	coverage	is	one	of	a	divided	public.		

Piecemeal	policies	have	split	the	interests	of	the	public:	generous	tax	benefits	to	

private,	employer‐sponsored	health	insurance	ensures	the	employed	are	committed	

to	the	status	quo;	veterans	have	their	own	separate	health	system;	the	elderly	and	

disabled	have	Medicare;	and	the	qualified	poor	are	covered	by	Medicaid	(Starr	2011,	

7).		The	result	of	this	divided	public	is	stagnation.		Any	attempt	at	reform	or	control	

is	batted	down	by	one	or	more	segments	of	the	protected	population	due	to	their	

fear	that	change	will	mean	negative	change	for	them.		It	is	the	creation	of	this	

divided	public	that	allowed	organized	medicine	in	the	1920s	and	30s	to	situate	the	

physician	in	an	advantageous	position.		Organized	medicine	often	had	more	power	

than	any	one	other	segment	of	the	population,	and	they	were	able	to	leverage	this	

political	power	to	ensure	that	structural	changes	inevitably	favored	the	medical	

profession.		The	sequence	of	events	whereby	national	health	insurance	was	defeated	

and	provider‐controlled	or	commercial	insurance	were	enthroned	allowed	

physicians	to	place	themselves	at	the	center	of	the	discussion	and	outside	any	

formal	or	informal	control	at	all.	
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Before	insurance	could	arise	as	it	did,	it	had	to	be	seen	as	necessary.		This	did	

not	truly	happen	until	the	middle	of	the	1920s	(Starr	1982,	259).		Up	until	this	point,	

physician	and	hospital	costs	had	been	low	enough	that	only	the	very	poor	were	in	

need	of	aid	to	help	provide	for	the	cost	of	illness.		When	the	European	powers	began	

establishing	their	healthcare	systems,	not	only	were	the	total	expenditures	on	

health	incredibly	small	but	the	actual	reason	for	health	provision	to	workers	was	

not	rooted	in	healthcare’s	effectiveness.		The	European	powers	took	up	healthcare	

as	a	method	of	fending	off	socialist	political	systems.		They	hoped	that	“by	relieving	

economic	insecurity	among	wage	earners,”	they	might	“deny	socialist	parties	their	

appeal	and	integrate	the	working	class	into	the	existing	political	order”	(Starr	2011,	

29).		The	socialist	threat	was	never	as	potent	in	the	United	States	as	it	was	on	

European	soil,	and	as	a	result,	it	was	not	an	impetus	for	the	types	of	social	programs	

that	would	have	limited	socialist	appeal.		Health	insurance	in	the	United	States	

would	arise	due	to	different	concerns	and	would	do	so	at	a	time	in	history	when	

medical	expenditures	were	far	larger.			

In	the	early	years	of	modern	medicine,	the	middle	class	was	able	to	budget	

healthcare	spending	along	with	other	family	expenditures.		As	long	as	the	lower	

classes	were	those	in	danger	of	ruin	at	the	hands	of	illness,	insurance	always	had	

taken	the	form	of	income	stabilization	(Starr	1982,	238).		This	is	often	forgotten.		

Insurance	attempts	to	mitigate	the	largest	risk	in	a	given	sector	of	life,	and	for	

healthcare,	up	until	the	1920s,	the	biggest	risk	associated	with	illness	was	always	

loss	of	income	for	an	extended	period	of	time.		Physician	bills	and	hospital	costs	

were	insignificant	when	compared	to	the	lost	earnings	from	time	away	from	work,	
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and	as	such,	“the	low	costs	of	medical	care	largely	made	the	need	for	health	

insurance	difficult	to	justify	in	the	context	of	the	period.		It	was	felt	that	the	family	

should	be	thrifty	and	save	for	the	rainy	day	of	illness”	(Thomasson	2002,	235).		In	

this	climate,	the	main	types	of	insurance	available	attempted	to	mitigate	the	cost	of	

sickness	with	a	lump	sum	to	be	paid	for	a	given	amount	of	time	away	from	work.		

This	began	to	change	over	the	course	of	the	first	two	decades	of	the	twentieth	

century.		Physician	costs	were	rising	both	as	a	result	of	improved	quality—due	to	

scientific	advances	and	higher	education	for	physicians—and	as	a	result	of	greater	

monopoly	powers—due	to	more	and	more	potent	licensing	restrictions	(Starr	1982,	

259).		One	other	contributing	factor	to	the	rising	costs	in	the	1920s	was	the	war	

against	“quackery”	that	was	waged	by	legislators,	district	attorneys,	AMA	publicists,	

and	public	health	officials;	this	effectively	removed	large	swaths	of	competition	

from	physicians	and	hospitals	alike.		(Starr	1982,	260)		

This	war	on	quackery	was	directed	at	physicians,	but	it	was	also	directed	at	

the	myriad	of	nostrums	and	instant	cures	the	flourished	at	the	end	of	the	1800s.		

Between	1900	and	1920,	the	vast	majority	of	control	over	medication	was	

transferred	away	from	the	hands	of	entrepreneurs	and	into	the	hands	of	physicians.		

The	assault	on	quackery	began	in	1905	(Starr	1982,	130).		In	Collier’s	Weekly,	

Samuel	Hopkins	Adams,	a	muckraking	journalist,	published	two	series	of	articles.		

One	attacked	the	entrepreneurial	medications	that	were	for	sale	in	almost	every	

periodical	across	the	nation,	and	the	other	attacked	the	quackery	of	countless	

physicians	(Starr	1982,	130).		These	articles,	remembered	as	The	Great	American	

Fraud,	spurred	the	public	and	the	AMA	to	action.	
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That	same	year,	the	AMA	finally	had	enough	money	to	start	and	maintain	a	

regulatory	agency	for	pharmaceuticals;	they	founded	the	Council	on	Pharmacy	and	

Chemistry	to	act	as	a	regulatory	body	for	drugs	that	were	approved	by	the	AMA.		

This	regulatory	body	began	by	imposing	a	four‐point	requirement	for	approved	

drugs:	(1)	the	maker	could	not	make	false	claims	about	the	drug,	(2)	the	maker	had	

to	disclose	the	composition	of	the	drug,	(3)	the	drug	could	not	be	advertised	directly	

to	the	public,	and	(4)	the	maker	could	not	list	the	diseases	for	which	the	drug	was	

intended	(Starr	1982,	132).		The	combined	effect	of	these	requirements	forced	drug	

makers	into	a	choice	of	market:	they	could	either	market	a	drug	to	the	public	or	to	

physicians,	but	not	to	both	(Starr	1982,	132).		Federal	legislation	also	began	to	

impose	stricter	regulation	on	drug	makers	as	made	evident	in	1912	when	

fraudulent	claims	of	efficacy	were	outlawed	(Starr	1982,	132).			

By	1919,	19,000	out	of	20,000	periodicals	refused	to	carry	medical	

advertisements,	and	in	1924,	the	AMA	Council	on	Pharmacy	and	Chemistry	

effectively	ended	the	golden	age	of	drug	quackery.		On	top	of	the	original	four	

requirements,	the	Council	voted	to	remove	approval	from	entire	companies	if	they	

made	a	profit	on	any	drugs	that	broke	the	four	original	requirements	(Starr	1982,	

133).		This,	in	essence,	made	it	impossible	for	a	drug	maker	to	walk	both	sides	of	the	

line	with	different	drugs	and	brought	the	control	of	pharmaceuticals	firmly	under	

the	control	of	physicians.		While	sometimes	underappreciated,	this	turn	of	events	

put	the	physician	squarely	in‐between	the	manufacturers	of	drugs	and	their	market;	

from	here	on	out,	drug	makers	would	have	to	go	through	the	physician’s	office	on	
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their	way	to	their	market	(Starr	1982,	134).		This	turned	out	to	be	a	lucrative	

arrangement	for	the	physician.	

All	of	these	factors	came	together	to	begin	to	price	the	cost	of	medical	care	

outside	the	bounds	of	the	market	for	it,	and	towards	the	middle	of	the	1920s,	the	

cost	of	medical	care	was	finally	high	enough	that	it	represented	a	problem	not	just	

for	workers	but	for	many	members	of	the	middle	class	as	well	(Starr	2011,	36).		If	

medical	care	were	a	commodity	like	any	other,	perhaps	this	trend	would	have	

continued	to	the	point	where	physicians	and	medical	services	were	divided	across	

the	socioeconomic	strata.		If	this	had	been	the	case,	it	is	doubtful	that	medicine	as	it	

is	known	today	would	have	developed.		Only	because	society	as	a	whole	was	willing	

to	devote	tremendous	resources	to	the	goods	of	medicine	could	medicine	grow	

beyond	the	limits	of	the	market.		Health	insurance	has	a	large	role	to	play	in	this	

process,	perhaps	equaled	only	by	NIH	funding	for	medical	research.			

At	the	beginning	of	the	1930s,	the	“CCMC	[Committee	on	the	Cost	of	Medical	

Care]	spoke	of	insurance	as	a	way	of	budgeting	larger	expenditures”	(Starr	1982,	

264).		In	a	report,	they	stated	“more	money	must	be	spent	for	medical	care;	and	this	

is	practicable	if	the	expenditures	can	be	budgeted	and	can	be	made	through	fixed	

periodic	payments”	(Starr	1982,	264).		In	other	words,	the	CCMC	was	making	the	

case	that	since	medical	expenditures	had	climbed	so	high	as	to	be	prohibitive;	the	

only	practical	option	was	to	distribute	the	costs	of	care	across	a	larger	group	of	

people.		This	hits	at	the	center	of	the	issue	in	paying	for	medical	care.		The	real	

problem	is	not	that	the	costs	of	medical	care	are	so	high	that	they	are	impossible	for	

the	population	to	pay	for,	but	rather	that	the	costs	are	so	high	for	only	the	small	
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subset	of	the	population	that	actually	gets	sick.		At	any	one	time,	the	vast	majority	of	

the	population	could	conceivably	pay	nothing	for	healthcare	and	be	absolutely	fine,	

but	one	of	the	tricky	parts	of	sickness	is	its	probabilistic	structure.		This	was	the	

crux	of	the	matter	with	rising	healthcare	costs:	the	potential	variation	in	healthcare	

costs	was	so	high	from	year	to	year	that	financial	ruin	could	come	at	the	end	of	any	

significant	illness	while	at	the	same	time,	illness	might	not	come	at	all	(Starr	2011,	

37).		The	CCMC	conceived	health	insurance	as	the	method	by	which	this	risk	could	

be	distributed	across	the	population,	and	in	this	sense,	health	insurance	would	be	no	

different	from	any	other	insurance,	but	it	is	the	second	sense	to	their	statement	that	

ended	up	dictating	much	of	the	next	fifty	years	of	healthcare	spending.			

They	thought	of	health	insurance	as	a	way	to	pay	for	more	healthcare,	much	

as	one	might	make	small	payments	on	an	expensive	car.		“This	was	the	new	

expansionary	function	of	health	insurance—not	to	maintain	incomes,	but	to	expand	

the	use	of	medical	care”	(Starr	1982,	264).		Insurance	had	traditionally	limited	itself	

to	hazards	and	associated	losses	that	were	both	unambiguous	in	occurrence	and	

scope	as	well	as	beyond	the	control	of	those	that	were	insured	(Starr	1982,	290).		

With	healthcare,	almost	the	opposite	is	true.		Healthcare	is	almost	always	

ambiguous	and	the	control	of	healthcare	utilization	is	nearly	entirely	within	the	

hands	of	either	physicians	or	patients.		Health	insurance	would	become	the	method	

whereby	society	informally	sanctioned	higher	and	higher	spending	on	more	and	

more	advanced	technology	by	spreading	it	out	and	turning	it	into	a	periodic	

payment	as	opposed	to	a	large	lump	sum.	
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Periodically	throughout	the	period	when	medical	costs	were	rising,	from	the	

early	1900s	through	the	1920s,	various	proposals	for	compulsory	insurance	were	

put	forward.		These	were	met	with	resistance	from	both	the	medical	profession	and	

the	current	insurance	companies.		They	were	defeated	soundly,	and	with	the	defeat	

of	national,	compulsory	health	insurance,	America	was	left	with	a	vacuum	that	

would	have	to	be	filled	by	a	predominately	private	system.		The	form	this	system	

would	take	was	largely	influenced	by	a	sort	of	institutional	selection	where	every	

possible	combination	was	tried	and	only	a	few	managed	to	survive.		Medical	benefits	

can	really	only	be	provided	in	three	ways:	(1)	indemnity	benefits,	which	reimburse	

the	subscriber	for	medical	expenses;	(2)	service	benefits,	which	guarantee	payment	

for	services	directly	to	the	physician	or	hospital;	and	(3)	direct	services,	which	

involve	the	provision	of	health	services	by	the	agency	receiving	payment	for	the	

medical	benefits	(Starr	1982,	291).		Each	of	these	strategies	lends	itself	to	different	

methods	of	controlling	the	risk	involved	in	paying	for	healthcare,	and	combined	

with	the	added	variable	of	ownership—whoever	controls	the	plan—comprise	

almost	all	attempts	at	providing	health	insurance.			

Being	the	financial	intermediary	in	healthcare	has	always	been	an	attractive	

position	(Starr	1982,	290).		This	position	comes	with	a	good	deal	of	good	will,	but	it	

also	comes	with	a	tremendous	amount	of	financial	risk.		The	inability	to	predict	the	

course	of	illness	and	the	authority	of	the	physician	to	direct	the	course	of	care	

combine	to	create	an	enormous	amount	of	financial	risk	for	a	third	party	that	agrees	

to	pay	for	the	cost	of	care.		In	fact,	for	much	of	the	history	of	insurance,	the	idea	of	

insuring	against	sickness	was	seen	as	actuarially	untenable.		A	clever	commentator	
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observed	that	“to	collect	on	life	insurance,	the	insured	must	be	dead;	to	collect	on	

accident	insurance,	he	must	have	had	an	accident;	while	to	collect	on	sickness	

insurance,	he	must	have	a	policy”	(Thomasson	2002,	236).		It	is	true	that	the	

provision	of	health	insurance	is	a	risky	business,	but	tremendous	benefits	awaited	

whoever	it	was	that	was	able	to	navigate	the	pitfalls.		By	the	middle	of	the	twentieth	

century,	only	three	models	had	proved	themselves	capable	of	handling	the	risks	of	

providing	medical	benefits:	provider‐controlled	service‐benefit	plans	(Blue	Cross);	

provider‐controlled	plans	that	mix	service‐benefit	coverage	and	indemnity	benefits	

(Blue	Shield);	and	finally,	commercial	indemnity	plans	(Starr	1982,	294).	

Each	of	these	models	had	its	own	genesis,	but	they	all	found	their	root	at	

Baylor	University	Hospital	in	Dallas.		Baylor	University	Hospital,	towards	the	end	of	

1929,	agreed	to	provide	roughly	fifteen	hundred	school	teachers	up	to	twenty‐one	

days	of	hospital	care	a	year	for	around	6$	a	person	(Starr	1982,	295).		It	was	

precisely	at	this	time	that	the	Depression	was	revealing	the	financial	insecurity	of	

the	nation’s	voluntary	hospitals	(Starr	1982,	295).		As	costs	were	growing	and	as	

economic	stability	was	slipping,	hospital	costs	became	impossible	to	pay	for	most	

Americans.		The	Blue	Cross	model	had	the	advantage	of	distributing	the	cost	of	

hospital	care	and	allowing	the	hospital	to	budget	predictably.			

These	plans	rapidly	proliferated.		Now,	in	these	single‐hospital	plans,	

different	hospitals	were	still	in	competition	over	price;	quickly,	the	American	

Hospital	Association	moved	to	curb	this	competition.		By	promoting	an	alternate	but	

related	model,	the	AHA	managed	to	virtually	eliminate	price	competition	from	

hospital	care	(Starr	1982,	297).		This	alternate	model	was	a	city‐wide	prepayment	
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plan.		These	plans	served	to	eliminate	price	competition	among	hospitals	while	still	

serving	to	provide	a	steady	and	predictable	stream	of	revenue	to	the	hospitals	in	the	

city.		Commercial	insurers	that	had	been	skeptical	of	the	Blue	Cross	model	now	were	

nearly	forced	to	begin	offering	prepaid	hospital	plans	on	a	group	basis	or	risk	losing	

the	option	forever;	community‐wide	plans	threatened	a	virtual	monopoly	and	the	

commercial	insurers	could	not	allow	this.		So,	they	entered	the	game.		By	selling	to	

employers	as	opposed	to	individuals,	Blue	Cross	demonstrated	that	the	enormous	

problems	of	adverse	selection	and	the	enormous	costs	of	marketing	insurance	could	

be	curbed	(Thomasson	2002,	241).		These	had	always	been	the	central	concerns	in	

attempting	to	enter	health	insurance,	and	as	soon	as	the	Blue	Cross	model	offered	a	

solution,	the	market	blew	wide	open.	

Meanwhile,	the	AMA	looked	on	warily.		“Organized	medicine	supported	

private	practice	of	FFS	medicine	and	opposed	health	insurance	and	prepaid	

healthcare,”	but	while	these	were	the	paragon	of	the	family	physician,	organized	

medicine	was	prepared	to	defend	itself	in	changing	times	(Jones	2002,	112).		Rather	

than	allow	the	possibility	of	hospitals	entering	the	provision	of	medical	service,	

physicians	acted	preemptively	to	provide	a	similar	to	Blue	Cross,	prepaid	option	in	

physician	services.		While	the	AMA	was	loath	to	allow	anyone	to	come	between	the	

patient	and	the	provider,	in	1942,	the	association	released	approval	of	a	plan	if	it	

was	sponsored	by	the	state	medical	society	(Starr	1982,	306).		This	shift	opened	the	

door	for	what	would	come	to	be	called	Blue	Shield;	this	method	of	physician	

payment	tended	to	use	service‐benefits	for	the	poor	and	an	indemnity	model	for	the	

rest	of	the	beneficiaries	(Starr	1982,	308).		While	physicians	did	not	want	hospitals	
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entering	into	the	provision	of	medical	care,	they	were	far	more	willing	to	cooperate	

with	Blue	Cross	than	the	commercial	insurers;	as	a	result,	the	two	Blues	tended	to	

function	alongside	each	other	in	most	states,	sometimes	even	sharing	office	space	

(Starr	1982,	308).			

The	profound	effect	of	the	Blues	on	physician	income	is	multifaceted.		On	one	

hand,	they	guarantee	a	certain	income	due	to	the	power	of	group	payment,	but	on	an	

even	deeper	level,	their	method	of	payment	was	conducive	to	growth	in	physician	

income.		Blue	Shield	paid	physicians	on	a	Fee‐for‐Service	basis	and	judged	the	

reasonableness	of	those	fees	by	the	Usual‐Customary‐Reasonable	(UCR)	scale	(Jones	

2002,	114).		In	the	years	following	World	War	II,	prosperity	led	to	more	liberal	

policies.		The	UCR	method	was	born	in	the	spirit	of	these	prosperous	times.		At	this	

time,	almost	seventy	percent	of	physician	bills	were	still	paid	by	the	consumer	of	

care.		In	this	rather	personal	transaction,	the	poor	were	often	charged	far	less	than	

the	wealthy	(Moreno	1991,	159).		The	postwar	increase	in	income	for	employees	of	

large	manufacturers	pushed	more	people	into	the	bracket	that	were	charged	above	

the	fee	schedules	(Moreno	1991,	159).		This	led	to	pressure	from	the	unions	to	

provide	more	comprehensive	coverage	for	physician	bills;	the	employers	were	glad	

to	oblige	in	these	prosperous	times	(Moreno	1991,	159).		It	was	this	period	that	

birthed	the	concept	of	UCR	fee	schedules.		In	this	model,	the	physician	is	

“paid	whatever	is	charged	unless	that	amount	is	higher	than		the	physician’s	
usual	charge	(the	average	of	charges	for	the	previous	year),	the	customary	
charge	(defined	by	some	percentile,	usually	the	ninetieth,	of	what	all	
physicians	in	the	area	charged	for	the	same	service),	or	what	the	insurer	
determined	to	be	‘reasonable’	(Moreno	1991,	159).	
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This	had	the	effect	of	allowing	physicians	to	slowly	ratchet	up	their	prices	while	

never	submitting	to	the	power	of	the	market.		Since	physicians	were	judged	on	the	

UCR	charges	around	them,	they	could	afford	to	raise	their	price	a	little	above	the	

average	every	year.		The	commercial	insurers,	who	were	primarily	indemnity	based,	

were	forced	to	go	along	with	these	prices	because	they	had	no	ability	to	exert	

control	on	physician	prices	and	were	in	constant	competition	with	the	Blues	who	

were	explicitly	designed	to	maintain	and	increase	provider	income	(Jones	2002,	

114).		The	guild	was	alive	and	well.			

	 It	was	also	in	the	middle	of	World	War	II	that	the	United	States	cemented	

itself	in	a	system	that	linked	health	insurance	to	occupation.		This	link	seems	to	echo	

Foucault	and	the	advantage	that	power	has	in	maintaining	a	stable	workforce.		

During	World	War	II,	Congress	imposed	wage	freezes	in	order	to	try	and	curb	

inflation;	this	had	the	unintended	result	of	leading	large	firms	to	try	and	woo	

workers	by	offering	more	and	more	exhaustive	employer‐paid	health	insurance	

policies	(Shi	2005,	66).		In	1948,	the	“Supreme	Court	ruled	that	employee	benefits	

were	a	legitimate	part	of	union‐management	negotiations,”	and	with	this	ruling,	

health	insurance	became	one	of	the	most	important	components	of	collective	

bargaining	between	employers	and	unions	(Shi	2005,	66).		The	final	event	that	truly	

cemented	employer‐based	insurance	coverage	into	the	American	system	came	in	

1954	when	Congress	“amended	the	Internal	Revenue	Code	to	make	employer‐paid	

health	coverage	nontaxable”	(Shi	2005,	66).		This	subsidized	employee‐based	health	

insurance	to	a	degree	that	was	almost	impossible	to	anticipate.		It	would	from	here	
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on	out	be	almost	impossible	for	any	other	system	to	compete	with	employee‐based	

health	insurance	because	the	tax	breaks	were	so	large.	

These	commercial	insurers	had	another	edge	though.		Due	to	the	fact	that	the	

Blues	were	classified	as	nonprofit	entities,	they	were	initially	restricted	in	rating	

their	premiums.		The	commercial	insurers	had	no	such	obligation.		They	were	free	to	

utilize	a	process	known	as	experience	rating,	“and	it	stood	in	sharp	contrast	to	the	

way	in	which	social	insurance	systems	and	even	Blue	Cross	distributed	the	costs	of	

health	care”	(Starr	1982,	329).		While	the	Blues	were	obligated	to	scale	by	income	

alone,	under	commercial	insurance,	young	and	relatively	health	groups	received	

coverage	at	a	reduced	rate	(Starr	1982,	329).		This	allowed	the	commercial	insurers	

to	outcompete	the	Blues	for	the	healthiest	sectors	of	the	population,	effectively	

dumping	the	sickest	groups	on	the	Blues.		This	practice	would	eventually	form	the	

root	of	the	next	biggest	change	that	was	soon	to	radically	alter	the	healthcare	

market	in	America.			

Experience	rating	eventually	left	only	the	high‐cost	populations	to	the	Blues,	

so	they	too	were	forced	to	enter	into	the	practice	of	experience	rating	(Starr	1982,	

330).		By	the	end	of	the	fifties,	the	groups	that	were	most	in	need	of	healthcare—the	

elderly,	the	poor,	and	the	chronically	ill—were	those	that	were	least	capable	of	

acquiring	insurance.		In	a	paradoxical	turn,	the	competition	between	the	Blues	and	

commercial	insurance	would	be	the	force	that	forced	the	government	to	step	into	

healthcare.		The	portion	of	the	public	that	was	most	protected	by	the	current	system	

were	the	healthy	and	employed;	the	portion	that	was	least	protected	were	the	poor,	

chronically	ill,	and	elderly.		Under	the	experience	rating	system,	these	people	could	
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not	receive	care.		At	the	same	time,	any	efforts	to	bring	about	national	insurance	

were	viciously	attacked	by	the	medical	profession,	who	were	doing	quite	well	under	

the	current	system,	and	the	protected	public,	who	were	those	with	the	strongest	

voting	voice.		This	stalemate	would	lead	to	one	of	the	most	extensive	legislations	in	

American	history:	on	July	30th,	1965,	President	Lyndon	Johnson	signed	into	law	

perhaps	the	most	significant	single	financial	law	in	healthcare	history,	Medicare	and	

Medicaid	(Jones	2002,	114).	

	

Medicare:	A	Bonanza	for	the	Guild	

	 In	the	7	years	leading	up	to	1965,	growth	in	medical	costs	grew	at	an	

appreciable,	but	not	exorbitant,	rate	of	3.2%	per	year;	in	the	5	years	after	1965,	

these	costs	grew	by	a	staggering	7.9%	per	year	(Starr	2011,	52).		Even	more	

unbelievable	growth	was	attached	to	physician	fees.		In	the	years	after	1965,	

physician	fees	grew	at	a	rate	of	almost	25%	per	year	(Moreno	1991,	162).		These	

years	following	the	implementation	of	Medicare	were	the	final	years	of	extreme	

growth	that	would	cement	physician	incomes	well	above	the	average	for	almost	all	

other	occupations.		The	seeds	of	Medicare	were	born	out	of	the	problems	inherent	

in	attempting	to	allow	the	market	to	provide	equitable	healthcare	while	

simultaneously	permitting	insurance	companies	to	engage	in	experience	rating.		

This	set	of	conditions	inevitably	leads	to	a	situation	where	insurance	is	priced	

beyond	the	range	of	those	that	need	it	most.		The	price	of	hospital	care	doubled	over	

the	course	of	the	1950s	and	this	increase	in	price	was	felt	most	acutely	by	those	that	

were	already	economically	disadvantaged,	the	poor,	and	by	those	that	spent	the	
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most	time	in	hospitals,	the	elderly	(Starr	1982,	368).		Over	the	course	of	a	year,	one	

out	of	six	people	over	65	was	admitted	to	the	hospital,	and	they	stayed,	on	average,	

twice	as	long	as	those	under	age	65	(Starr	1982,	368).		To	add	to	the	difficulties	of	

the	aged,	they	were	also	generally	retired	and	were	thus	not	able	to	take	advantage	

of	the	significantly	subsidized	insurance	rates	of	the	employed.		As	the	situation	

worsened,	liberals	began	to	take	note,	and	by	concentrating	on	the	elderly,	they	

were	able	to	change	the	terms	under	which	insurance	was	debated	(Starr	1982,	

368).			

The	first	move	towards	federally	provided	insurance	came	in	1958	when	a	

congressman	from	Rhode	Island	introduced	a	modest	proposal	covering	only	

hospital	costs	for	the	aged	out	of	Social	Security	funds	(Starr	1982,	368).		This	

modest	proposal	snowballed	over	the	course	of	the	next	few	years.		The	final	bill	

was,	as	one	observer	described	it,	a	“three‐layered	cake”	(Starr	1982,	369).		The	first	

layer	was	a	Democratic	plan	for	a	compulsory	hospital	insurance	program	paid	for	

by	Social	Security	and	offered	to	those	over	65	regardless	of	means;	this	became	

Part	A	of	Medicare	(Starr	1982,	369).		The	second	layer	was	a	revised	Republican	

program	of	government‐subsidized	voluntary	insurance	to	cover	physician	bills,	

which	became	Part	B	of	Medicare	(Starr	1982,	369).		The	final	layer,	known	as	

Medicaid,	offered	assistance	to	the	states	in	providing	medical	care	for	the	eligible	

poor—this	program	was	means	tested	and	allowed	significant	leeway	in	state	

participation	(Starr	1982,	369).	

A	series	of	rather	significant	compromises	within	the	legislation	paved	the	

way	for	the	increase	in	both	healthcare	costs	and	physician	fees	that	would	follow	
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the	passage	of	Medicare.		Early	on	in	the	debates	surrounding	the	legislation,	the	

AMA	decided	to	pursue	a	strong	course	openly	opposing	Medicare;	however,	they	

also	agreed	to	work	behind	the	scenes	the	entire	time	in	order	to	ensure	that	if	it	did	

end	up	passing,	it	would	be	favorable	to	physicians	(Moreno	1991,	160).		This	was	

accomplished	almost	entirely.		Although	the	AMA	was	unable	to	defeat	Medicare	

Part	A,	they	were	able	to	prevail	in	almost	every	aspect	of	the	Part	B	program	

(Moreno	1991,	160).		Most	notably:	the	regulation	of	Medicare	was	passed	on	to	

“fiscal	intermediaries;”	physicians	retained	the	right	to	determine	their	own	charges	

through	a	process	known	as	balance	billing;	and	Medicare	payment	would	proceed	

on	a	UCR	basis	(Moreno	1991,	160).		These	three	significant	victories,	taken	

together,	were	a	near	guarantee	of	the	massive	spike	in	physician	income	over	the	

following	years.	

As	stated	above,	UCR	payment	proceeds	by	consistently	reevaluating	the	

components:	usual	fees	for	a	given	physician,	customary	fees	for	a	given	region,	and	

reasonable	fees	for	a	service.		The	physician’s	own	usual	fees	and	the	surrounding	

region’s	customary	fees	would	be	reset	each	year	based	on	the	previous	year	

(Moreno	1991,	161).		Since	there	was	poor	data	almost	across	the	board	and	new	

doctors	were	able	to	essentially	establish	brand	new	“usual”	fees	upon	entering		

region,	the	fees	for	any	given	service	crept	up	incrementally	with	each	passing	year	

(Moreno	1991,	160).		Uwe	Reinhardt,	a	leading	expert	on	healthcare,	observed	that	

this	“granted	health	care	providers	a	license	to	take	form	the	collective	insurance	

treasuries	what	they	please”	(Moreno	1991,	161).		The	trouble	was	not	necessarily	

in	the	intention	behind	this	method	but	in	the	practical	consequences.		The	constant	
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reevaluation	and	addition	of	new	physicians	allowed	the	sheer	mass	of	charges	to	

mask	the	actual	movement	of	fees	relative	to	the	actual	value	of	a	service.		On	top	of	

this	struggle,	data	collection	was	poor	and	the	prosperity	of	the	times	made	costs	a	

significantly	less	important	concern	than	access	to	care;	ultimately,	“the	profession	

not	only	accepted	Medicare	but	discovered	it	was	a	bonanza”	(Starr	1982,	370).	

Another	component	of	Medicare	that	systematically	contributed	to	the	rising	

costs	was	the	portion	of	the	legislation	that	allowed	physicians	to	escape	direct	

dealings	with	the	federal	government.		Congress	and	the	administration	had	been	so	

keen	to	gain	the	cooperation	of	doctors	that	they	had	consented	to	the	institution	of	

“fiscal	intermediaries”	between	the	federal	government	and	the	providers	of	health	

care	(Starr	1982,	375).		This	compromise	essentially	gave	the	determination	of	

allowable	fees	over	to	decentralized	regional	carriers	already	involved	in	the	

administration	of	health	insurance;	with	Parts	A	and	B	of	Medicare,	the	

overwhelming	majority	of	regional	carriers	selected	ended	up	being	Blue	Cross‐Blue	

Shield,	but	it	must	be	remembered	that	both	of	these	organizations	had	been	

established	to	increase	provider	compensation	for	care	(Moreno	1991,	161).		This	

practically	meant	that	the	administration	of	Medicare	was	given	over	to	private	

insurance	systems	that	were	heavily	influenced	by	provider	concerns	and	interests.		

This	administrative	favor	combined	with	the	UCR	system	proved	to	be	a	license	for	

physicians	to	print	money.		The	final	freedom	that	physicians	were	able	to	win	was	

the	right	to	practice	“balance	billing”	(Moreno	1991,	160).		This	concession	on	the	

administration’s	part	allowed	physicians	to	charge	patients	more	than	what	

Medicare	was	willing	to	pay	(Moreno	1991,	159).	
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The	Medicare	legislation	conceded	so	much	power	to	providers	in	

determining	costs,	that	the	few	restraints	that	were	intended	to	rein	in	expenditures	

did	very	little.		The	nuances	of	the	legislation	allowed	providers	to	pass	on	many	of	

their	costs	to	the	federal	government	while	collecting	higher	fees	than	ever	before	

(Moreno	1991,	153).		Since	the	administration	of	Medicare	was	managed	by	“fiscal	

intermediaries,”	providers	were	insulated	from	the	controls	that	a	central	payer	

might	have	used	to	bring	expenditures	under	control.		The	Johnson	administration	

and	Congress	were	spooked	by	the	practiced	ability	of	the	AMA	to	squash	insurance	

legislation,	and	due	to	their	fear,	they	failed	to	impose	any	cost	restraint	on	

healthcare	providers	(Starr	2011,	48).		This	bonanza	could	not	continue	forever.		

The	federal	government	would	quickly	learn	that	its	concessions	in	the	midst	of	

plenty	would	come	back	around	to	cause	significant	and	lasting	problems	in	the	

future;	somehow,	the	“passive	payer”	would	have	to	transition	into	a	“prudent	

purchaser”	(Moreno	1991,	162).	

	

Guild	Free	Choice	
	

No discussion on physician compensation can ignore the influence of organized 

medicine on the structures surrounding physician compensation; this includes the ethical 

and moral structures that allow or disallow certain types of arrangements between 

physicians, insurers, hospitals, and patients.  While one of the hallmarks of a profession is 

their ability to define their own rules and standards, this can have undesirable or even 

perverse effects.  One of the most interesting case studies, which closely parallels and 

significantly influences the various twists and turns of insurance and physician 
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compensation, involves the beliefs surrounding free choice of physician.  Two 

frameworks have dominated the American approach.  One of these, “guild free choice,” 

has been defended by the AMA and has ultimately come under fire for violating antitrust 

laws (Weller 1985, 3).  The other, “market free choice,” has been deemed consistent with 

antitrust laws and has become the dominant method of permitting free choice of 

physicians.  The interesting portion of these two ethics is the timing under which they 

gained dominion.  “A history of American health care delivery and insurance from a free 

choice perspective reveals three historic periods: a market free choice era from 1870 to 

1932, a guild free choice era from 1933 to 1982, and an emerging market free choice era” 

after 1982 (Weller 1985, 4).  These different models, while on the surface strikingly 

similar, have significantly different effects on the economic position of physicians.   

“In 1979, the Federal Trade Commission ruled the American Medical 

Associations “free choice” ethics were an illegal restraint of trade” (Weller 1985, 3).  

These “free choice ethics,” in place for almost 50 years, had “prevented a group of 

doctors from offering care to patients at any lower price than their colleagues.  In the 

name of free choice, they effectively eliminated the possibility of competition and the 

right of patients to choose among competing physician groups” (Weller 1985, 3).  This 

seems counterintuitive, and in many ways it is.  In essence, the AMA successfully 

established a situation in which the only type of competition that could exist was 

nonprice competition.  This flew in the face of the famous statement from the Supreme 

Court that declared price to be the “central nervous system” of a market economy (Weller 

1985, 4).  In order to find the roots of the AMA’s victory in this regard, it is necessary to 

travel all the way back to the 1930s. 
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In several moves during the 1930s, the AMA firmly established that the 

organization would retain many of the facets of the guild mindset; one of the central 

tenets of the “guild model assumes that members are not split into competing groups” 

(Weller 1985, 5).  In the classic function of a guild, the guild is responsible for the 

amount produced, the price of the product, and the competitive relations between 

members (Weller 1985, 4).  The AMA’s free choice ethics “expressly required that any 

qualified licensed physician residing in the area in which the plan operates be allowed to 

participate” (Weller 1985, 5).  This had the ultimate effect of providing “that every public 

and private health insurer must deal with all providers, and could not split them into 

competing groups” (Weller 1985, 5).  This model of free choice was thus maintenance of 

the traditional guild rather than true free choice and has for this reason become known as 

“guild free choice”(Weller 1985, 5).   

Guild free choice had not always been the predominant model; in fact, from the 

1870s, when insurance began to enter American medicine, the predominant form of free 

choice could have been called market free choice.  There were many different plans and 

they all provided variable types of financial benefit to small portions of the population 

(Weller 1985, 7).  In the 1920s, various factors combined to trigger the rapid growth of 

new and different types of plans (Weller 1985, 7).  These factors included a report from 

the Committee on the Costs of Medical Care and the beginning of the Great Depression; 

out of this decade it became obvious that hospitals would have to devise new methods of 

financing healthcare services (Weller 1985, 7).  The new plans were predominately 

“single hospital plans” that provided services from a limited group of providers for a 

given premium.  This had the significant effect of unleashing “a competitive response” 
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where the excluded providers by necessity had to form their own market free choice plans 

or risk being outcompeted by those that had already formed.  The AMA, when it began to 

realize the effects of these new plans, put out a statement in which they objected to this 

“contract practice” on the grounds that “each of them stimulates the launching of other 

similar schemes until there are many in the field competing with each other” (Weller 

1985, 7). 

The development of these new plans was threatening to the hospitals and medical 

professionals in a way that they could not allow, and in a series of policy decisions, the 

American Hospital Association and the AMA successfully stifled market free choice.  In 

a 1932 report, the AMA “stated that health insurance plans must guarantee not only 

nominal but actual free choice of physician and must include all, or a large majority of 

the members of the county medical society” (Weller 1985, 8).  The AHA released a 

similar policy pamphlet stating that “cooperative rather than competitive” participation in 

plans was required and that benefits must be available across hospitals (Weller 1985, 8).  

While these two moves effectively stalled the growth of market free choice, the final 

blow was dealt in the 1934 adoption of the AMA’s Ten Commandments that included the 

following statements: 

Patients must have absolute freedom to choose a legally qualified doctor of 
medicine who will serve them from among all those qualified to practice and who 
are willing to give service, and all legally qualified doctors of medicine of the 
locality covered by its operation who wish to give service under the conditions 
established should be included (Weller 1985, 9). 
 
The adoption of these commandments satisfyingly banished market free choice 

and installed guild free choice at the center of the healthcare market.  On the basis of 
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these statements, the AMA was able to discipline physicians who participated in market 

free choice plans, and they did so on numerous occasions.   

The central problem with this model of free choice is that it amounts to 

anticompetitive effects that actually supersede those of even price fixing: “to the extent 

that by agreement sellers do successfully entrench themselves each in a separate market, 

the damage to competition” is devastating (Weller 1985, 5).  Since physicians could not 

be ethically split into different groups, price was taken off of the table as a potential mode 

of competition.  This amounted to horizontal market division which is a per se violation 

of antitrust regulation. 

In a guild free choice market, the individual physician cannot be separated from 

his fellow on the basis of price.  This has the effect of eliminating price as a basis of 

competition altogether.  For example, imagine “a community where the doctors and 

hospitals are divided into three distinct groups, each affiliated exclusively with a separate 

insurance plan.  Assume there also is a conventional insurer, where the consumer can go 

to any physician in the community and be indemnified to the ‘usual, customary, and 

reasonable’ fee” (Weller 1985, 5).  Under guild free choice, this is prohibited.  Each of 

the plans excludes two-thirds of the physicians and as such is considered to be “closed-

panel” medicine (Weller 1985, 5).  “Under market free choice, consumers can choose any 

one of the three plans or the conventional insurer on the basis of differing premiums, 

quality, and other factors” (Weller 1985, 5).  In addition, the consumer can select their 

doctor freely either at the time they choose their plan or at any time if under the 

indemnity insurance (Weller 1985, 5).  Essentially, in guild free choice, the competitors 

agree to “keep out of each other’s way” (Weller 1985, 5). 
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This violates the fundamentals of a market in several ways and fills physician 

pocket books in just as many.  A healthcare market can be considered to include price 

competition if the consumer can choose their provider on the basis of price either when 

selecting insurance, when selecting a provider, or at both times (Weller 1985, 4).  In the 

above example, none of these options were available under the AMA’s guild free choice 

ethics.  It would take almost fifty years for this model to come under fire from the Federal 

Trade Commission.  In 1982, following the FTC’s American Medical Association 

decision, the Supreme Court ruled that guild free choice did indeed violate antitrust 

regulation.  It was at this point that market free choice could once again step in and 

permit price to act as a method of competition.   

However, it cannot be underestimated what this fifty-year period of guild free 

choice did to the medical profession.  Fifty years of horizontal market division had the 

effect of setting the physician’s fees at incredible levels, and it would take more than the 

FTC’s ruling to bring these now “usual, customary, and reasonable” fees back to even 

marginally reasonable levels.  It is at this point that the story begins to turn against the 

dominance of the physician.  The 1970s opened with “ominous declarations of a ‘crisis’ 

in health care.  The wide used of the term ‘crisis’ did not simply register an objective 

reality—it changed it.  Crises make hard decisions seem unavoidable” (Starr 1982, 381). 
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CHAPTER	FOUR	
	

The	End	of	an	Era	and	Continuing	Struggles	
	
	

Physician	Fees:	Perspectives	by	the	Numbers	in	1979	
	

By	the	1970s,	the	course	of	physician	compensation	was	relatively	set.		The	

last	half‐century	had	been	a	steady	string	of	victories	for	organized	medicine.		These	

had	come	both	as	a	result	of	efforts	from	within	medicine	and	from	developments	

outside	of	medicine.		Everything	had	come	together	for	the	physician.		He	or	she	was	

allied	to	modern	science	and	working	for	the	benefit	of	mankind;	this	contributed	to	

the	status	of	the	physician	being	higher	than	it	had	ever	been	before.		Organized	

medicine	had	successfully	managed	to	subjugate	the	entire	constellation	of	medical	

care	to	its	control.		Pharmaceuticals,	insurance,	and	hospitals	were	all	at	the	mercy	

of	a	nearly	sovereign	profession,	and	while	slight	changes	would	come	as	the	1970s	

wore	on,	for	the	most	part,	the	physician	would	reap	the	benefits	of	nearly	fifty	

years	of	steady	progress.			

Most	of	the	discussion	thus	far	has	focused	on	influencing	factors	in	allowing	

the	medical	profession	to	gain	control	of	the	market	and	evade	the	control	of	other	

powers,	but	the	data	has	been	piecemeal	at	best.		By	the	1970s,	more	data	was	

available	on	physician	compensation	around	the	nation.		A	fascinating	presentation	

at	the	Twenty‐First	Annual	Symposium	on	Hospital	Affairs	delivered	at	the	

University	of	Chicago	gives	a	detailed	look	into	the	world	of	the	physician	following	

the	40	years	of	steady	progress	for	the	medical	profession.		This	symposium	focused	

on	“Changing	the	Behavior	of	the	Physician,”	and	incorporated	various	experts	from	
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various	fields,	but	Mark	Blumberg	M.D.,	a	member	of	the	Kaiser	Foundation,	

delivered	the	portion	of	the	symposium	that	is	most	pertinent	to	physician	

compensation.		In	this	address	he	discussed	“Physician	Fees	as	Incentives,”	and	in	a	

cogent	and	concise	fashion,	he	offers	an	intricate	look	into	the	state	of	the	physician	

in	the	middle	of	1979.	

Around	two‐thirds	of	the	300,000	physicians	practicing	in	the	United	States	

in	1979	were	in	office‐based	practice,	and	of	these,	ninety	percent	were	

compensated	on	a	fee‐for‐service	basis	(Blumberg	1979,	20).		Healthcare	expenses	

were	on	a	steady	and	troubling	rise,	and	attention	was	shifting	to	the	role	that	

physician	incentives	played	in	driving	steady	cost	increases	(Blumberg	1979,	20).		

Blumberg’s	argument	proceeded	as	follows:	(1)	the	price	of	M.D.		services	is	not	

proportional	to	the	cost	of	producing	these	services,	which	leads	to	some	services	

being	“winners”	and	some	being	“losers;”	(2)	fee‐for‐service	compensation	thus	

incentivizes	physicians	to	provide	more	“winner”	services	than	“loser”	services	

(Blumberg	1979,	20).		“Winner”	services	are	services	that	have	a	high	revenue	to	

cost	ration	whereas	“loser”	services	have	a	low	revenue	to	cost	ratio	(Blumberg	

1979,	20).		Dr.	Blumberg	argued	that	this	discrepancy	influenced	the	manner,	mix,	

and	place	of	providing	services.	

Dr.	Blumberg	also	raised	two	interesting,	and	related,	historical	trends	that	

contribute	to	high	prices	for	physicians	and	reveal	a	systematic	tendency	that	allows	

physician	income	to	climb	over	time.		(1)	Surgical	fees	tended	to	initially	be	split	

amongst	various	doctors,	which	led	to	these	fees	being	significantly	higher	in	order	

to	provide	for	the	splitting,	but	over	time,	fee	splitting	virtually	disappeared,	while	
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surgical	fees	remained	relatively	similar	(Blumberg	1979,	22).		This	had	the	effect	of	

allowing	surgical	fees	to	outstrip	other	procedures	because	the	fee	that	used	to	be	

split	amongst	several	practitioners	was	concentrated	in	one	surgeon.		(2)	New,	

technologically	sophisticated	procedures	are	far	more	expensive	than	

technologically	less	sophisticated	and	outdated	procedures;	this	makes	sense	when	

a	new	technology	is	first	invented	as	the	technology	is	both	expensive	to	produce	

and	generally	difficult	to	use,	but	a	remarkable	trend	tends	to	follow	new	

technologies	(Blumberg	1979,	23).		At	the	beginning,	it	takes	considerable	time	and	

resources	for	the	physician	to	provide	the	service,	but	as	the	technology	becomes	

more	routine	and	more	entrenched,	the	price	of	the	technology	drops	and	the	time	

required	in	using	it	also	falls	(Blumberg	1979,	23).		Additionally,	the	use	of	

technology	is	often	transferred	to	less	skilled	workers	such	as	nurses	or	laboratory	

technologists.		However,	contrary	to	what	would	be	expected,	the	physician	fee	

tends	to	remain	relatively	constant.		An	excellent	example	of	this	is	the	diagnostic	x‐

ray.		The	early	diagnostic	x‐ray	was	difficult	to	use	and	required	considerable	effort,	

the	physician	fee	was	correspondingly	high,	but	as	the	cost	to	produce	diagnostic	x‐

rays	fell,	proportional	decreases	in	physician	fees	did	not	follow	(Blumberg	1979,	

23).	

Both	of	these	cases	demonstrate	a	queer	tendency	in	physician	fees	for	new	

procedures	and	technologies.		They	tend	to	be	“sticky”	(Blumberg	1979,	23).		This	

stickiness,	contrary	to	the	expectation	in	most	industries,	is	actually	beneficial.		

Since	payers	have	very	little	ability	to	evaluate	the	reasonable	charge	for	a	new	

technology,	and	since	there	are	not	customary	or	prevailing	charges	for	a	new	
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technology,	payers	had	tended	to	be	more	lenient	in	the	allowable	charges	for	new	

technologies	and	procedures.		Physicians	were	more	than	willing	to	charge	

accordingly.		Then,	once	the	actual	cost	of	producing	these	services	began	to	fall,	the	

customary	and	prevailing	charges	were	far	higher	than	the	actual	cost	of	production.		

Physicians	made	a	killing	on	these	“winners.”	

In	a	series	of	incredibly	insightful	charts,	Blumberg	paints	a	picture	of	some	

of	the	skewed	incentives	and	entrepreneurial	practices	that	physicians	were	using	

at	the	time.		This	also	gives	a	relatively	good	perspective	on	why	it	was	that	

expenditures	in	the	US	began	to	rapidly	outstrip	other	nations.		The	first	chart	

(Figure	4)	illustrates	the	ratio	between	M.D.s	and	the	population.		This	ratio	had	

remained	relatively	constant	from	1920	to	1960;	however,	beginning	in	1960,	the	

ratio	begins	to	climb	quite	rapidly.		It	would	not	be	unreasonable	to	suggest	that	

while	multifaceted,	this	surge	was	influenced	by	the	growing	economic	power	of	the	

physician.		Unlike	most	industries,	the	physician’s	ability	to	“induce	demand”	

ensures	that	the	price	of	medical	services	is	relatively	distant	from	the	demand	of	

patients	and	the	supply	of	physicians.		A	glut	of	physicians	simply	would	mean	more	

overall	expenditures	rather	than	lower	fees	for	physicians.			
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This	second	chart	(Figure	5)	shows	a	couple	of	really	interesting	trends	in	

physician	practice.		First,	it	is	of	some	significance	that	61.7%	of	total	office	visits	are	

old	patients	with	old	problems	as	shown	in	column	D.		This	is	almost	entirely	under	

the	control	of	the	physician	in	question.		This	implies	that	the	majority	of	office	visits	

are	actually	under	the	control	of	the	physician	in	question	as	opposed	to	either	

gatekeepers	or	payers.		Second,	and	perhaps	more	surprising,	column	G	shows	that	

on	average,	less	than	one‐fifth	of	all	visits	to	an	M.D.		are	driven	by	a	referral.		This	

drastically	changes	the	perception	of	primary	care.		Except	for	Psychiatry	and	

Figure 4: U.S.  M.D.  Supply Per Thousand  
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Cardiovascular	disease,	the	majority	of	new	patients	for	specialists	are	self‐referred,	

which	means	that	these	physicians	are	actually	practicing	primary	care.		This	also	

effectively	means	that	gatekeeping	is	limited	to	less	than	one‐fifth	of	all	new	visits.	

	

	

	

	

	

	

	

	

	

	

The	last	two	charts	reveal	two	things:	(1)	Figure	6	shows	the	enormous	

variation	in	CRVs	(a	standardized	method	for	defining	compensation	for	a	service)	

per	100	minutes	gives	a	hint	at	what	is	to	come	and	(2)	the	significant	distortion	

that	existed	in	1979	in	incentives	for	physicians	versus	incentives	for	the	populace.			

In	Figure	6,	the	most	important	information	is	located	in	the	far	right	column.		

This	column	shows	the	large	discrepancy	in	value	for	various	procedures.		

Interestingly	enough,	the	procedure	with	the	highest	CRV	per	100	minutes,	lens	

extraction,	also	happens	to	be	a	service	that	was	paid	for	directly	by	Medicare	two‐

thirds	of	the	time.		The	wide	range	in	these	CRVs	per	100	minutes	anticipates	a	

landmark	study	conducted	in	the	1980s.		This	study—the	Resource‐Based	Relative‐

Figure 5: Percentage of Visits to Office-Based Doctors 
By Selected Visit Characteristic and 

Doctor Specialty 1975 
 



	

 93

Value	Study	conducted	by	the	Harvard	School	of	Public	Health—attempted	to	

standardize	payment	by	tying	it	to	the	resources	that	a	physician	expended.		

Essentially,	the	goal	was	for	the	relative	value	per	amount	of	resource	expended	

(whether	it	be	time,	energy,	or	mental	focus)	to	be	constant	across	specialties	and	

services.		Obviously,	this	was	not	the	case	in	1969.		At	this	time,	a	physician	could	

use	the	information	in	the	chart	above	to	generate	revenue	on	procedures	with	a	

high	relative	value	and	minimize	costs	by	avoiding	services	with	a	low	relative	

value.			

	

	

	

	

	

	

	

	

	

	

	

	

The	final	chart	(Figure	7)	might	be	the	most	important	and	deserves	a	little	

more	elaboration.		This	chart	has	a	lot	of	moving	parts,	but	the	gist	of	it	is	to	point	to	

the	bottom	box.		This	box	shows	two	things:	(1)	row	I	shows	the	total	expenditures	

Figure 6: 1969 California Relative Value Units 
Per 100 Minutes of Surgeon Care by Specialty 
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on	behalf	of	society	for	a	physician	to	make	one	dollar	of	net	income.		This	is	then	

stratified	for	office	visits	versus	inpatient	hospital	services.		As	is	clear	from	this	

row,	it	takes	roughly	$9.58	of	input	for	a	physician	to	make	$1	of	net	income	when	

providing	surfaces	in	an	inpatient	hospital	setting.		This	is	compared	to	a	relatively	

modest	$2.64	of	input	for	every	$1	of	net	income	when	the	service	is	provided	in	the	

physician’s	office.		However,	and	this	is	where	the	real	problem	is,	the	physician	is	

actually	far	better	off	providing	his	or	her	services	in	the	inpatient	setting.		(2)	Row	J	

shows	the	ratio	of	physician	gross	income	to	physician	net	income.		In	the	office	

setting,	the	physician	has	to	make	$1.94	of	gross	income	to	make	$1	of	net	income;	

whereas	in	the	inpatient	setting,	this	value	is	significantly	smaller	at	only	$1.25.	

	

	

	

	

	

	

	

	

	

The	meaning	behind	this	might	not	be	plain,	but	essentially,	this	shows	

skewed	incentives	that	ultimately	cost	society	more	money.		The	physician	is	

incentivized	to	offer	as	many	of	his	or	her	services	as	possible	in	the	inpatient	

setting.		Effectively,	he	or	she	can	push	the	overhead	costs	onto	society	by	doing	this,	

Figure 7: Average Annual U.S.  Medical Care Expenditures 
Per Active Office-Based Physician by Medical Care Component 

Circa 1975 
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but	while	the	income	difference	for	the	physician	is	modest	(1.94:1.25),	the	cost	to	

society	is	multiple	times	higher	(9.58:2.64).		Dr.	Blumberg	rightly	identifies	that	this	

skewed	incentive	plays	a	huge	role	in	the	cost	that	society	is	forced	to	provide	in	

order	to	acquire	medical	care.	

The	1960s	and	1970s	were	tantamount	to	a	“medical	arms	race,”	with	

hospitals	competing	to	acquire	the	most	advanced	technology	and	physicians	

attempting	to	treat	any	disease	at	any	cost	(Jones	2002,	115).		This	had	the	ultimate	

effect	of	duplicating	almost	every	service	within	a	community	and	pushing	the	cost	

of	healthcare	for	the	nation	into	the	stratosphere.		As	the	preceding	story	has	

shown,	physicians	had	essentially	escaped	the	regulation	of	either	the	government	

or	the	market,	and	while	this	had	been	tolerated	due	to	incredibly	deeply	held	

beliefs	about	the	body	and	an	economy	of	excess,	tolerance	would	end	over	the	

course	of	the	1970s.	

	

The	Beginning	of	the	End:	The	Resource‐Based	Relative‐Value	Study	

With	the	dawn	of	the	healthcare	crisis,	a	myriad	of	different	governmental	

actions	would	bring	necessary	regulations	to	healthcare	that	had	thus	far	been	

defeated	by	aggressive	campaigning	from	the	AMA	or	the	inability	to	martial	

support	wide	enough	to	challenge	the	healthcare	sector.		While	access	had	been	the	

slogan	of	the	1960s,	cost	would	come	to	dominate	in	the	1970s	(Starr	1982,	379).		In	

1971,	as	a	response	to	rampant	healthcare	expenditure	growth,	Richard	Nixon	

managed	to	enact	a	series	of	wage	and	price	controls	to	limit	the	increase	in	doctors’	

fees	(Jones	2002,	115).		Additionally,	over	the	course	of	the	early	1970s,	Congress	
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successfully	passed	measures	to	limit	federal	dollars	devoted	to	health	as	well	as	

restrict	utilization.		Congress	initially	began	by	creating	Professional	Standards	

Review	Organizations	to	review	the	“appropriateness”	of	physician	utilization	

(Jones	2002,	115).		Then,	in	1974,	Congress	managed	to	abolish	13	grant	programs	

that	had	been	feeding	money	into	the	healthcare	sector	(Jones	2002,	115).		These	

measures	angered	the	AMA	and	AAMC	greatly,	but	while	they	did	manage	to	slow	

the	regulations	through	legal	suits,	ultimately,	the	federal	government	was	

successful	in	imposing	a	modest	level	of	regulation.	

Even	these	measures,	however,	were	not	enough	to	curb	growth	in	health	

spending.		From	1975‐1984,	Medicare	Part	B—the	branch	that	covered	physician	

fees—expenditures	rose	by	an	average	of	18.7%	per	year	(Moreno	1991,	56).		

Congress	imposed	a	price	freeze	in	1984	and	managed	to	bring	growth	in	Part	B	

spending	down	to	8.3%	for	that	year,	but	the	following	year,	growth	was	back	up	to	

16.2%	(Moreno	1991,	56).		This	is	a	classic	example	of	physicians	being	able	to	

induce	demand;	it	was	noted	that	over	the	period	from	1984	to	1987,	volume	shot	

up	at	a	dramatic	rate,	which	more	than	compensated	for	the	price	freeze	(Moreno	

1991,	56).		As	early	as	1985,	it	was	clear	that	a	price	freeze	would	not	be	enough	to	

bring	physician	fees	under	control,	and	the	freeze	was	eventually	lifted	in	1986	

(Moreno	1991,	56).	

In	1985,	as	it	was	becoming	apparent	that	the	price	freeze	would	not	be	

enough	to	cut	costs,	Congress,	as	a	part	of	the	Budget	Reconciliation	Act,	contracted	

with	Harvard	University	to	develop	a	method	of	evaluating	the	resources	expended	

by	physicians	for	particular	services	rendered	(Moreno	1991,	108).		The	two	
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masterminds	behind	this	study,	William	Hsiao,	PhD	and	Peter	Braun,	MD,	would	

over	the	next	three	years	conduct	an	incredibly	detailed	analysis	into	the	total	

resources	that	went	into	almost	every	possible	physician	service	and	compare	these	

resources	to	the	current	compensation	for	that	service	(Moreno	1991,	134).		The	

end	goal	was	the	development	of	a	Resource‐Based	Relative‐Value	Scale	that	could	

be	used	to	standardize	the	compensation	for	services	across	physician	specialties	

and	services	(Moreno	1991,	134).	

In	1988,	the	study	was	published,	and	it	revealed	a	state	of	physician	

compensation	that	was	grossly	distorted.		Some	services	were	compensated	at	many	

times	their	necessary	resource	input,	while	others	were	compensated	at	many	times	

below	their	resource	input	(Moreno	1991,	135).		As	reported	in	the	published	New	

England	Journal	of	Medicine	article:	

“Invasive	procedures	are	typically	compensated	at	more	than	double	the	rate	
of	evaluation‐and‐management	services,	when	both	consume	the	same	
resource	inputs.		Imaging	and	laboratory	procedures	fall	between	invasive	
and	evaluation‐and‐management	services”	(Hsiao	1988,	881).	
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This	disparity	was	carefully	documented	and	the	ultimate	determination	was	that	

the	current	system	grossly	over	compensated	for	procedures	done	to	patients	and	

undercompensated	for	talking	to	or	thinking	about	the	patient	(Moreno	1991,	58).			

	 The	study	approached	physician	services	as	a	unit	composed	of	certain	

resource	inputs.		These	resource	inputs	were	initially	broken	up	into	(1)	work,	(2)	

practice	costs,	and	(3)	specialty	training	costs;	work	was	further	broken	into	(1A)	

Figure 8: Comparison of Ratios of Charges to RBRVs for Evaluation-
and-Management, Invasive, Pathology, and Radiology Services 
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time	and	(1A)	intensity;	time	was	further	broken	up	into	(1Ai)	time	taken	before	

delivered	service,	(1Aii)	time	taken	during	delivery	of	service,	and	(1Aiii)	time	taken	

after	delivery	of	service;	intensity	was	further	broken	up	into	(1Bi)	time	of	different	

intensities,	(1Bii)	mental	effort	and	judgment	requirements,	(1Biii)	technical	skill	

required,	and	(1Biv)	psychological	stress	(Moreno	1991,	134).		These	various	

metrics	were	evaluated	for	all	procedures	in	a	given	specialty	and	then	each	

specialty	was	standardized	against	others	by	finding	services	that	were	comparable	

in	resource	input	for	different	specialties	(Hsiao	1988,	884).		Large	boards	of	

consulting	physicians	were	used	in	order	to	cross‐link	across	specialties	in	as	

accurate	a	fashion	as	possible.			

	 The	results	of	the	study	essentially	demonstrated	that	compensation	in	

America	was	not	only	widely	variable	between	specialties	and	services,	but	oriented	

towards	incentivizing	the	types	of	medicine	that	cost	society	the	most.		As	shown	

above,	the	more	invasive	and	procedural	a	service	is,	the	more	likely	it	is	to	be	

compensated	highly,	while	the	more	cognitive	a	procedure	is,	the	more	likely	it	is	to	

be	compensated	on	the	lower	end	of	the	spectrum.		The	power	of	this	study	was	that	

it	provided	an	opportunity	to	compare	the	ratio	between	resource	input	and	

compensation	in	a	way	that	was	standard	across	a	myriad	of	physician	specialties.		

Up	until	this	point,	this	had	not	been	possible.		Initial	reactions	to	the	study	from	

within	the	profession	were	variable	and	tended	to	flow	from	the	change	in	physician	

salary	that	would	follow	if	this	study	were	used	to	develop	new	payment	schemes.		

Surgeons,	who	stood	to	lose	the	most,	were	generally	antagonistic	to	the	study.		
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Family	practice	physicians,	who	stood	to	gain	the	most,	were	generally	in	favor	of	

the	study’s	results.			

	

	

	

	

	

	

	

	

	

	

	

	

	
Continuing	Struggles:	The	Structure	of	Incentives	

	
“Incentives are very powerful at motivating the behavior they reward.  The 
problem is not that incentives do not work, but that they work too well.  They are 
like a supercharged engine on a car: they can move you very fast and very far, but 
they can also throw you off the road before you even know what happened” 
(Bohmer 1999, 3). 
 
In the modern era, physicians’ personal ethical desires and their professional 

obligation to do whatever is possible to improve patients’ lives and put their needs above 

all else has tended to exclude any consideration of cost (Bohmer 1999, 4).  This intense 

professional ethic, combined with the risk of malpractice and the many non-financial 

incentives inherent to healthcare, have made it very difficult to form a consistent and 

Figure 9: Physicians’ Charges and Workload Under a 
Resource-Based Relative-Value Scale 
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unidirectional incentive system.  The incredibly difficult challenge is to understand how 

financial incentives compete and interact with a wide range of cultural and non-financial 

forces that compel physicians to act in the best interests of their patients (Bohmer 1999, 

4).  Increasingly, as cost controls have become more and more imperative for the future 

of healthcare in America, definitions such as inappropriate care have begun to populate 

discussions on physician ethics and physician duties.  Inappropriate care has been defined 

as care in which the benefits are outweighed by the risks (Bohmer 1999, 5).   

However, in any discussion of incentives, it must be made abundantly clear that 

incentive-free reimbursement is a fiction (Bohmer 1999, 5).  Reimbursement, by its very 

nature is an incentive.  The goal is for the incentive that exists within the reimbursement 

to align with the substantive goal of the activity being reimbursed.  With medicine, the 

goal is for incentives to push doctors to spend money well for the maintenance of health.  

As it is, the traditional FFS model has incentivized doctors to overspend on inappropriate 

care in their own personal pecuniary interest.  In efforts to curb the impulse spurred on by 

fee-for-service reimbursement, health systems have in the past two decades focused on 

certain relationships within which the risk is shared between both payers and physicians 

(Bohmer 1999, 6).  These so-called risk-sharing relationships tend to fall along a 

continuum with traditional indemnity insurance on one side and managed care on the 

other (Bohmer 1999, 6).   

In the traditional indemnity model, the physician is paid for each service he or she 

provides on an individual fee-for-service basis.  In this model, the physician bears none 

of the risk and the payer bears all of the risk (Bohmer 1999, 7).  On the other end of the 

spectrum is managed care in which the physician is paid a certain amount for a given 
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person in a defined time.  This payment structure is called capitation.  In this structure the 

physician bears all of the risk and the payer bears very little (Bohmer 1999, 7).  The 

payer is assured of spending a particular amount and it is the physician’s responsibility to 

avoid exceeding this amount.  Somewhere in the middle of this continuum lies the 

salaried physician.  The salaried physician bears very little financial risk, but in general, 

salaried physicians are employed and their employers can terminate if productivity falls 

below a certain value.  So, while the physician might not bear financial risk, he or she 

does bear the responsibility of using time and resources productively.  Some recent 

attempts at hybrid systems have come up with various methods by which this continuum 

can be modified.  These hybrids generally take the form of either a withheld amount that 

is distributed at the end of a fiscal year or a bonus system (Bohmer 1999, 8-9). 

 In order to further understand the range of this continuum, the fundamentals of 

each model must be clarified.  As previously stated, physicians in America are paid on 

primarily three models: the fee-for-service model, the salary model, and the capitation 

model.  Each of these models offers different incentives to the physician and offers 

different advantages to whatever system utilizes them.  In addition each of these systems 

distributes risk in variable ways.  Risk is “the potential to lose money, earn less money, 

or spend more time without additional payment.” Traditionally, physicians have not 

borne the risk of their actions but have been insulated by mechanisms of professional 

sovereignty (Bohmer 1999, 6).  Under the traditional indemnity model, physicians bore 

none of the risk of their actions.  In recent years, fee-for-service has come under fire for 

the inherent incentives built into this model whereby physicians are incentivized to offer 

more care than is deemed appropriate.  The fee-for-service model looks the most similar 
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to the way the goods are bought and distributed on the open market.  The physician 

performs the service and that service is compensated independently; very similar to the 

way that one would buy a loaf of bread or carton of milk.  In this model the incentive for 

the physician to perform more care is both proximate and intense.  Intensity refers to the 

relative size of the incentive; for physicians, this almost always means more money. 

The proximity of an incentive is how close the incentive is to the individual 

physician’s interaction with a given patient (Bohmer 1999, 10).  In a FFS model, the 

physician’s actions directly lead to financial compensation.  This obviously leads to more 

care, even if the care is minimally or no longer beneficial.  One of the responses to this 

problem that has been tried is the dilution of the incentive across a group of patients or 

amongst a group of physicians.  It is undesirable for an incentive to be too proximate to 

the delivery of care because the physician is incentivized to engage in care that may be 

inappropriate in pursuit of his own pecuniary interest.  At the same time, if an incentive is 

not proximate enough, the physician will not actually be incentivized to engage in the 

actions that are desirable.  An example of a health system with lower proximity 

incentives would be a health system in which the risk does not penetrate to the individual 

physician level.  In such a health system, the health plan might perhaps pay the group or 

IPA based on capitation, but the individual physicians would be paid on fee-for-service 

(Bohmer 1999, 10).  In this model, the physician is incentivized to perform as much care 

as possible; however, the group is incentivized to limit the care.  This puts the majority of 

the risk on the group, who is then tasked with determining its own mechanism for 

controlling physician spending (Bohmer 1999, 10).  An example of a system where the 

incentives have a higher proximity might be a health plan in which the plan pays by 
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capitation to the group and the group passes the risk on to the primary care providers by 

paying capitation as well.  In this higher proximity model, the primary care provider is 

incentivized to offer less care as he or she is aware that regardless of the care provided, 

the financial benefit will be the same (Bohmer 1999, 10).   

 

Continuing Struggles: Market Imperfections 

“There are three compensation models.  Last years, which everybody hated.  This 
year’s, which nobody likes.  And next year’s, which is the perfect answer” 
(Bohmer 1999, 1). 
 
“The question is where to draw the line.  At what point does a financial incentive 
create a conflict of interest, in which physicians behavior may be motivated 
substantially by pecuniary self-interest rather than by the patient’s best interest” 
(Bohmer 1999, 1). 
 
It seems reasonable to state the desires of both the public and the majority of 

physicians as follows: in the ideal situation, and hopefully in the realized situation, the 

right amounts of healthcare are delivered to the right people at the right times, and the 

right outcomes in quality are achieved; furthermore, physicians receive fair rewards for 

their efforts in achieving the health of their patients both by providing care when they are 

sick and preventing sickness when they are not (Moreno 1991, 39).  The end goal of 

medicine, in this view, seems to entail two central pillars.  On one hand, medicine should 

be delivered efficiently.  Efficient delivery can be understood as the right amount of care 

delivered at the right time for the right cost.  On the other hand, it should be delivered 

equitably; this being understood to mean that healthcare is delivered to the right people in 

the right amounts.   

Traditionally, Americans have been rather inclined to leave all such decisions of 

both equity and efficiency up to the rule of the market.  This system has been called 
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market justice.  In a market justice system, it is the interaction of buyers and sellers that 

determines the production and distribution of a product (Moreno 1991, 39; Shi 39).  The 

intermediary between the makers and sellers is the price (Moreno 1991, 39).  In a 

seemingly magical process, with most goods, when the price is allowed to mediate 

between buyers and sellers, the pursuit of self-interest–combined with the invisible hand 

of competition and a regulating body to ensure everyone’s fair play–happens to serve the 

common good as efficiently as possible.  This is accomplished all without any centralized 

leadership or control.  Granted, there does need to be a body that enforces the rules of fair 

play in order to ensure that buyers are free to buy and sellers are free to sell without 

coercive or subversive force playing a part.  The American approach has been a 

consistent assent to the primacy of the market and an implicit trust that this system is fair, 

or at the very least, that there is not a better way to do things.  In this regard, Americans 

have, in general, favored market justice over other alternatives. 

However, the market justice approach seems to come under scrutiny when it is 

applied to healthcare.  There are many intricate and nuanced reasons for this, but there is 

no reason to dive into nuance when bold examples will suffice.  The market struggles 

mightily with reining in healthcare for two central and unavoidable reasons: an 

asymmetry in information and the uneven, unpredictable distribution of healthcare needs 

(Moreno 1991, 42).  These two problems are known simply as market imperfections, but 

it is their unique relationship to healthcare that has made the market so unable to control 

healthcare costs.  In most situations, a market imperfection is something that can at the 

very least be minimized.  Sometimes, it may even be possible to virtually eliminate it 

altogether.  In fact, this is often the ideal, if not practical, goal.  Healthcare sidesteps this 
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idealized goal by incorporating these market imperfections as central components.  For 

the interaction between the physician and the patient, an asymmetry of information is an 

important and intrinsic component of the relationship; and for a human being, the uneven, 

unpredictable distribution of healthcare needs happens to be synonymous with health.  

Another way of saying that healthcare needs are unpredictable is to say that, on average, 

most people tend to be fairly healthy.   

The first concern, the asymmetry of information, is actually another way of 

describing expertise.  When the physician comes into the room, he or she had better be in 

a rather profound asymmetrical position in terms of knowledge of the body.  The second 

concern, the unpredictability of healthcare expenses, is simply a description of a 

relatively healthy populace.  These two imperfections are intimately related to what it 

means to provide care for the body and to receive care in the body.  This necessary and 

intrinsic quality of these market imperfections is the vexing knot that every healthcare 

system must contend with.  Most other developing nations elect to step outside of the 

difficulties of the market altogether and offer healthcare that is primarily driven by a 

concept known as social justice (Shi 2005, 40).  The idea of social justice removes the 

distribution of healthcare from the realm of the market and recasts it as a societal 

responsibility.  This is the driving force for many of the health systems worldwide that 

are primarily regulated by the government.  The United States has been loath to hand 

healthcare over to social justice, and as such, the market rules, and physicians have the 

opportunity to behave as entrepreneurs. 

The entrepreneurial physician, due to his or her position as the expert, has a 

capacity that most other entrepreneurs would love to have.  Should the physician desire to 
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do so, he or she can induce demand (Moreno 1991, 42).  If a patient comes into the 

doctor’s office, and is told that he or she needs some type of medical procedure, not only 

is the patient in the vulnerable position of having his own life and death on the table, but 

the patient is also at a severe disadvantage in terms of information.  The body is 

mysterious and frightening when disease steps in, and the physician enters into the 

situation offering extensive medical education and the authority to sort through the signs 

and symptoms of disease in order to arrive at diagnosis, prognosis, and treatment.  The 

physician offers sort of “individualized objectivity” in these moments (Starr 1982, 5).  

However, if a doctor is being compensated on a fee-for-service basis, every extra test and 

procedure that he or she runs will be a net profit in his or her own pocket.  This can 

obviously be quite vicious, and to be honest, in almost any other industry might even be 

considered an unacceptable conflict of interest.  The ability to induce demand comes with 

the ability to cause great harm.   

Every time that a physician has the opportunity to run a test or perform a 

procedure, three possibilities exist.  In the first circumstance, the physician may be using 

the best of his or her medical knowledge to run a test or perform a procedure purely for 

the benefit of the patient.  In this scenario, the doctor does not take account of the fact 

that he or she is paid for this procedure or for that test.  It might be that the physician is 

being compensated on a capitated or salary basis, or it might just be that this particular 

physician is rather exceptional.  Obviously, this is the ideal situation.  However, this is 

also difficult to achieve in the real world of market pressures and intense financial 

incentives.  The second possible situation arises when the physician is aware of the fact 

that he or she will be compensated for running this test or performing this procedure and 
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chooses to do the test in light of this fact.  In this situation, the physician is taking 

advantage of the asymmetrical knowledge in the physician-patient relationship to induce 

demand.  This is the most vicious of the three situations and is sadly a very real 

circumstance under current physician compensation models.  The final possible situation 

is actually the most likely.  When a patient walks into a doctor’s office, most of the time, 

the doctor honestly wants to help the patient; the doctor is also aware that litigation runs 

rampant in America and he or she is liable for any mistakes.  The desire to help the 

patient and the desire to avoid malpractice both come together at this moment to drive a 

certain type of mindset.  In this mindset, the incentives align and drive the physician to 

run every test and perform every procedure that is possible in order to both provide the 

“best possible care” for the patient and provide the best possible defense for the doctor 

should he or she face a malpractice suit.   

Notably, the second and third scenarios are virtually indistinguishable from the 

perspective of an outside observer.  It is very difficult to tell whether a physician is 

running a test that might be deemed inappropriate for personal pecuniary or altruistic 

reasons.  This difficulty only becomes more vexing when it comes to sorting out which 

physicians are attempting to make money off of extra tests and procedures and which are 

simply fearful of malpractice or their own lack of knowledge.  Fraud in medicine is a 

very real thing, but certainly every physician running inappropriate tests is not guilty of 

it.  So, while the inducement of demand can take on a particularly entrepreneurial and 

vicious pallor, it may also come from desires that in almost every context are quite 

admirable.  The implicit assumption of the physician has always been that he or she will 

“do everything medically beneficial for the patient without regard to cost,” and to many 
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physicians, this often means making sure despite being almost positive to begin with 

(Moreno 1991, 43). 

The second market imperfection, the unpredictable reality of health and disease, is 

perhaps more troublesome.  Almost every good that the market offers can be chosen at 

will by the buyer.  He or she has the option of buying the good or declining to buy the 

good in favor of something else.  This concept is important insofar as it is heavily 

influenced by one’s thoughts on whether healthcare is a “good” or not.  Healthcare does 

seem to be a bit of a different animal than most other goods the market offers and this 

difference makes it a little more challenging.  The uneven and unpredictable distribution 

of health needs is at the root of many of the most difficult and complicated facets of 

medicine.  Possibly the most significant response to this facet of healthcare is the whole 

institution of insurance.  Insurance attempts to spread the costs of large unpredictable 

spikes for individuals across a large group in order to ensure that no single person bears 

the full burden of any one significant health crisis.  While necessary and, in theory, fairly 

straightforward, insurance comes with many undesirable corollaries, as dealt with in 

previous chapters. 

It is difficult to know if someone will need to visit the emergency room 

tomorrow, never, or just a couple of years down the road, but the one certainty in the 

equation is that when a person does need to visit the emergency room, it will not be his or 

her choice that matters but rather the bonds of natural necessity.  This differentiates the 

delivery of healthcare from the acquisition of a material good or elective service.  By and 

large, most people are relatively healthy and have relatively low health expenses.  Thus, 

the definition of health could be phrased in this fashion: he or she is healthy if he or she 
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does not have to visit the doctor.  Obviously, this is the case for most people on most 

days.  The difficult part is that when catastrophe comes, a person does not get to plan for 

it as he or she would for retirement.  Disease or injury can knock at any time, and when 

that time comes, there really is no choice.  Healthcare is the “good” that is sold in 

response to this circumstance, and insofar as almost every other good that is offered on 

the market is primarily acquired by choice, healthcare once again by its very nature plays 

by different rules.   

With every other good that is offered on the market, a competition exists between 

any single good and every other good for the attention of a buyer.  Healthcare 

circumnavigates this competition.  When it comes to bodily health, the question is not 

one of desire but one of necessity.  Whereas I can choose to buy a $100 Jacuzzi instead of 

a used car, I cannot choose to buy the $100 Jacuzzi if I have ruptured my appendix and 

need an appendectomy.  This puts the seller in a particularly favorable situation.  Since 

the seller is in a position of power, he or she can charge significantly higher than what he 

or she would be able to if the buyer was in a voluntary situation.  This, combined with the 

asymmetry of information already mentioned, makes for quite an imbalance between 

buyers and sellers. 

The physician is in the enviable situation of being a seller that has both a captive 

buyer and a virtual monopoly of information.  It is due to this particular circumstance that 

the market simply cannot contend with the demands that are brought by healthcare.  The 

market works quite well with all manner of goods but is simply is not capable of dealing 

with the demands of healthcare. 
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Concluding	Remarks	
	

As George Bernaw Shaw so aptly put it:  

“That any sane nation having observed that you could provide for the supply of 
bread by giving bakers a pecuniary interest in baking for you, should go on to 
give a surgeon a pecuniary interest in cutting off your leg is enough to make one 
despair of political humanity” (Moreno 1991, 64).	

	
While	I	hope	that	the	above	narrative	has	not	gone	quite	so	far,	I	do	hope	that	this	

story	has	given	some	pause	to	the	assumption	that	physician	compensation	is	

entirely	deserved.		Physician	compensation	in	this	country	is	a	complicated	and	

messy	affair.		Physicians	stand	on	the	edge	of	many	of	the	most	important	divisions	

of	human	life.		They	are	there	at	life	and	at	death,	they	make	moral	and	technical	

decisions,	they	are	mini‐capitalists	attempting	a	social	mission,	and	at	the	end	of	the	

day,	they	are	themselves	human	beings	destined	to	die.		The	goal	of	this	entire	effort	

is	simply	to	cause	a	moment	of	reflection	on	the	enormous	structure	that	supports	

the	physician.		Hopefully,	that	reflection	will	lead	to	physicians	that	are	thankful	for	

the	situation	as	it	is	and	more	committed	to	health	than	their	own	pecuniary	

interests.		The	tides	have	turned,	and	physicians	cannot	expect	to	escape	the	

corporation.		New	physicians	will	have	to	settle	for	incomes	that	are	less	than	they	

have	been,	but	in	light	of	this	history,	perhaps	it	is	not	such	a	bad	thing	to	depart	

from	the	past.	
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