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them are not essential to the production and distribution 
oi professional services. They are not only not essen-
tial to, out many of them are destructive of those 
sen-ices. and therefore all professions, and especially 
the medical professions, have been compelled to fight, 
as a condition of preserving the value of their services 
to the community, all efforts to mold them into the 
patterns of industrialism. 

Industrialism introduced a number of new uncertain­
ties peculiar to itself. It caused great shifts of popula­
tion. It introduced cyclic swings in production with 
alternate periods of surplus and shortage, overwork 
and unemployment. Mechanical progress and invention 
destroyed and created occupations, displaced thousands 
and gave employment to other thousands. These 
uncertainties and resulting calamities were as uncon­
trollable by the individual as earthquakes, fires and 
shipwrecks, while the sufferers from these happenings 
no longer had the personal sources of relief that existed 
under feudalism. 

A vast amount of poverty was thereby created. 
although probably no more and possihly much less than 
existed in previous social stages. This poverty was, 
however, concentrated in certain social classes and was 
far more dramatic than the poverty of feudalism. 

The struggle against the evils of the poverty created 
by industrialism takes on two forms. One seeks to 
alter the social organization so as to increase insufficient 
incomes. The other, supported by those who believe 
such alterations impossible or that they might bring 
worse conditions. accepts the fact of insufficient incomes 
as inevitable and directs its energies toward alleviation. 
Those who support the latter course of action can claim 
much of the credit for the great mass of so-called 
humanitarian legislation enacted during the nineteenth 
and twentieth centuries. They advocated and secured 
legislation against the worst factory conditions, secured 
the restriction of child labor and have been the most 
active supporters of social insurance, which has aimed 
primarily to supplement and manage the expenditure of 
insufficient incomes rather than to increase them to the 
point of sufficiency. Humanitarian legislation and social 
insurance \YOttlc! relieYe industrial pOYerty by substi­
tuting social responsibility for personal responsibility. 
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There has never been a clear division of attitudes and 
activities between these two lines of attack on the prob­
lem of poverty. There have been frequent shiftings 
and combinations of forces that have confused these 
lines, but the distinction has remained sufficiently clear 
t.o be helpful in understanding many of the origins and 
present characteristics of social insurance. 
I-It was as a natural resultant of these forces that 

Germany in 1883 became the first country_to adopt 
compuTsory·-lnsurance as a method of meeting the pov­
erty caused by sickness. Germany was late in entering 
on the industrial revolution. There were large remnants 
of feudal institutions, and the popular mind was filled 
with feudal traditions. The working class was pressing 
politically for revolutionary changes in the indl1~rial 
organization as a means of abolishing poverty. lJ3is­
marck's explanation of how he introduced sickness 
insurance in order to attract German laborers from 
sociar-Clemocracy nas·- often been quoted. But· less 
erilphasis has Deen laid on the argument, which accom· 
panied this explanation, to the effect that a benevolent 
"welfare stat~" would secure the allegiance of the popu· 
lation to the crown. Anyone who looks into the great 
mass of German writings in praise of this "welfare 
state" cannot but observe how much of the reasoning 
and argument is derived from feudalistic ideas of 
mutual loyalty between the common citizen and the 
overlord, church or guild. 

A recent German writer 1 thus describes the origin of 
insurance: 

Social insurance is the child of its period. It is the result 
of a compulsory urge to organization and had its origin in the 
mechanical conception of life. . . . 

The increasing industrialization of Germany had need of a 
healthy, efficient working force for its development, and the 
Kaiser needed soldiers. . . . 

Bismarck's original plan arose out of a combination of the 
capitalistic with the feudal and fraternal mental attitude. Gov­
ernmental care was to make it clear to the eyes of the workers 
how much the state cared for them and thereby make them 
contented and loyal. 

1. Pick, Gottlieb: Socialversicherung und Aerzte, 1931, pp. 5·6. See . 
• Iso von \Veizsacker, Victor: Sozi.le Krankheit und der Soziale Gesund· 
ung, 1930, p. 7. 
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. \ustria. with much the same ,.;ta;:;e of de\'(~lopnwnt. 
followed in 1887. Other nations shu\\'ed ie\\' signs of 
i,9llowing this example during the nineteenth century. 
'But the first decadc 0 i the pre5cnt century saw a 
remarkably rapid expansion of sicknes,.; insurance 
among European states. Tal)les 1, :2 and 3 gi \"c the datc 
of the introduction of such system'S among the principal 
nations and also something of the extcnt of their expan­
sion \\'ithin those nations-:-' 

,:\1 am' of the earl\' fcattt1"cs of sicknc,;, in"urance havc 
~et thclr stamp on' all subsequent evolutj()n. :\ 1110St 
significant fact is that it was in its origin only most 
incidentally insurance against sickness, \Jeil!fi primarily 
dir~ctcd ag-ainst the JJIlemplo}'ment rau"ed by SIckness. 
It was not desj~to £,over minor sicknesses but only 
those depriving the family of the services of a bread 
winner. At this time sickness was probably the princi­
pal cause of unemployment. .-\t any rate there was a 
popular opinion that it "'as almost the only justifiable 
cause for unemployment. ·'".\"ble bodied idle" was a 
term of reproach, and such unemployment, if occasion­
ally recognized as unavoidable, was looked on as te1l1-
p0,8:ry and requiring no special social action. 

\Lhe only purpose that was emphasized in the early 
years of insurance \"as the financial assistance given 
while the wage earner was incapacitated for work. The 
entire organization was formed to fulfil this purpose. 
There was slight mention at that time of the necessity 
and value of medical care. and certainl\' none of the 
claims c6ncerning the beneficial effects of such care on 
the public health that later canle to be the principal 
arguments for the adoption of sickness insurance.) 

Previously existing institutions were incorporated 
into the legal systems of sickness insurance and deter­
mined its form of organization. The most important of 
these institutions were the mutual _aiUQ~ieties, some 
form of which had existed among laborers for cen­
turies. Although these were by no means suited to the 
purposes of conducting such great schemes of financial 
administration and medical care as were created by the 
sickness insurance legislation, they ha \'e become the 
dominant administrative agency of nearly all such insur­
ance systems. Since they had been organized almost 
exclusively to give fillallcial relief in time of sickness. 
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they originally considered medical care as purely inci­
dental. 

According to authorities in Germany, Austria and 
Switzerland, physicians usually donated their services 
to these early societies or accepted purely nominal fees, 
considering such seniccs as their contfwutlorito-tl1"e 
charitable work of the societies." The practice of medi­
cine then was much less complex than it is today. The 
physician carried prachcaliy al1 Ills available equipment 
in his handbag. There were few hospitals and prac­
tically 110 laboratories, clinics, physical therapy or other 
extensi"e and expensi"e features of modern medicine. 
!sickness insurance originated from a variety of 
n~cm\'es, often contradictory, and has pursued a number 
of confiicting objecti,·cs. To be sure, this condition is 
not peculiar and is shared, though hardly to the same 
extent, by other social institutions. The question of 
whether it is fundamentally philanthropy. analogous to 
poor relief, and therefore a fUliction of the "welfare 
state," or whether it is a form of insurance, as its name 
indicates. has never been settled. German political and 
social theorists haye long delighted in debating this 
question. 3 

No system 0 f sickness insurance is supported entirely 
by the contributions of its beneficiaries. This is true 
even if employers' contributions are included. and the 
consequence is that in most countries the contributions 
fr0111 taxation arc a large percentage of the insurance 
income . For reasons that will be discussed more f ullv. 
the sickness risk is not one that lends itself to actuari~l 
accuracy. 

The organization of sickness insmance in a democ­
racy always has important political results. Although 
it is always urged in the interests of underpaid workers. 
these have neYer been responsible for or e,"en highly 
favorable to its enactment. Instead, laborers have 
demanded that wages be sufficiently high to enable 
the recipients to pay their own medical expenses. In 
no country have the unions led a demand for sickness 
insurance. In nearly e,"ery country the first attempt to 
collect sickness insurance contributions from employees 

2. Stritzko, Joseph: Die ,\erzte Oesterreichs und die Sozialversich" 
erung. in Die Arztfrage, 1926, pp. 108·109. Narboshuber. Carl: Revue 
Int~rnational~. Nov~mber, 1929, p. 52. 

3. \\'eddigen, Walter: Grundfragen der Sozialversicberungsreform, 
1931. 
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has met with resistance. It was so in Germany a half 
century ago and in F ranee in 1931. The political parties 
of labor haye neyer made sickness insurance one of 
their urgent planks. ?\ 0 system m\'es its introduction 
primarily to any socialist or labor party. 

The story of Germany is typical and has been told 
many times. Bismarck introduced the law as a weapon 
against the Social Democrats, who yoted unanimously 
against it. For years this party fought all forms of 
social insurance, denouncing them as a "beggars' soup 
kettle," from which relief was ladled out to prevent 
discontent. Then the Social Democrats captured the 
insurance societies and made them a part of their polit­
ical machine, whereupon these institutions became 
"sacred cows" to be defended against all criticism. The 
benefits of social insurance, which Bismarck expected 
to use to buy support for the imperial government, were 
then used to buy Social Democratic yotes. 4 The latest 
development has been the seizure of these institutions 
by the ?\ azis, who are now using them to crush out 
Social Democracy. 

The situation was much the same in other countries. 
In an address to the International Conference of Insur­
ance Societies, Dr. \\'inter, delegate from Czechoslo­
vakia, said: 5 

Sickness insurance was introduced into the countries of Cen­
tral Europe, into Germany, and later into Austria, at a time 
when the working class was largely powerless in the political 
field. The moth'es, always political. which led to its introduc­
tion are well known. The working class was not represented 
in the pclitical institutions but it was left in control of the 
insurance societies. 

He then descrilJes 110\\' this control of the societies 
was turned into a political weapon. Of :\ustria we are 
told: a 

The societies are the pillars of tile political parties. They 
have been so anxious to give benefits to the il15ured that the" 
are today in a miserable financial condition. In spite of th~ 
magnificent palaces they ha\'e constructed to shelter their ser­
vices, all this is only a deceptive show. 

Great Britain repeats the story. The law was enacted 
as a political measure by Lloyd George. and the socie-

4. Baeumer, Waldemar: Die Krankenversicherung. 1930. pr. 9·14. 
S. Compte Rendu. 1930, p. 35. 
6. Narbeshuher, Carl (president of the .\ustrian ~rt'dical Association): 

Revue inteTnationale, XC1vember, 1925, p. S.t. 
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.oelllle, August 1931, eorrectcr] from all Bvulluhle later Information. 

t ~lnde cOlllpulsory in Uctober 1933. 
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ties at once became political forces, antagonistic to 
many of the best features of insurance. 

Sickness insurance has been introduced everywhere 
with very little consultation with, and often largely 
against the wishes of, the workers who were to become 
the patients, and the physicians who were to give. the 
medical service. 

CHAPTER II 

CHAKGES I?i" I~STITCTJO~S A:\"D OBJECTIVES 

One of the most striking conclusions that arise from 
any comparative historical study of sickness insurance 
systems is theirlighly experimental character. This is 
true of the 01 est as··well as the youngest systems. 
After a half century of existence, those of Germany 
and Austria are still changing with great rapidity. 
These changes are by no means due exclusively to gen­
eral political, industrial or financial trans formations, 
which often fundamentally alter the workings of the 
system. They are much more due to constant dissatis­
faction with details. 

This continuous tinkering creates an extremely com­
plex set of institutions. There are 3,000 sections in 
the German laws on sickness insurance, and this is only 
the beginning. The various institutions for the regula­
tion of insurance and the settlement of disputes 
between contending parties within the system are mak­
ing new modifications and interpretations almost daily.7 

An examination of the column headed "Date of 
Enactment of Law" in table 1 will give S0111e impres­
sion of the number of more important fundamental 
legislative changes in the various systems. A failure 
to recognize this wide diversity of time and place in the 
workings of sickness insurance is largely responsible 
for the contradictory reports and opinions expressed by 
those who discuss such insurance. A judicious selec­
tion of the country and the period in regard to almost 
any feature will provide authentic examples of almost 
anything that friends or foes may wish to prove. 

7. "The modifications of the legal institutions have heen incessant 
in. Germany, an indication of the difficulty of the social and technical 
problem to be solved. . . . It is only by /Jersonal solutions, the 
English method of trial and error, by the acceptance of an empirical 
progression, that the best results are obtained" (ita'ics in original). 
Eyland, ]. M.: Les Assurances Sociale en France, 19;9, pp. 91·92. 
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An examination of tables I, 2 and 3 would supply 
the advocate of almost anything in regard to insurance 
with information which, if followed by a little investi­
gation, would provide facts to support nearly any 
argument. This might appear to suggest a simple solu­
tion.- It might be argued that, if one were to pick out 
all the desirable features from each system and com­
bine them, one might develop a perfect system. 
Unfortunately, the problem is not so simple. Some of 
the desirable and undesirable features in nearly every 
system are so closely linked by administrative or 
political considerations as to make separation difficult 
if not impossible. 

The objectives of insurance have been subject to fre­
quent changes of emphasis. While none of the avowed 
purposes can claim wholly successful realization, yet 
each change of aim has profoundly affected all phases 
of the structure and operation of insurance. 

The original objective was to share the financial 
burden, created by the loss of family income and the 
expense of sickness when the wage earner fell ill. This 
remains the dominant objective in many, if not most, 
systems of sickness insurance. . But it has been con­
fused with so many other motives, some of which are 
almost irreconcilable, administratively at least, with the 
original motive as to lead to destructive conflicts. 

This first objective is a direct outgrowth of the 
feudal idea of solidarity of workers in the same craft. 
Some of the very organizations that existed under 
feudalism still function in European systems of insur­
ance, although changed in almost everything but the 
common tradition. Such groups of fellow workers had 
little to fear from malingering. Members constantly 
visited the sick and often assisted in their care. The 
societies were truly self governing and sufficiently 
democratic to insure that their officials, who were 
almost always unpaid, truly represented the member­
ship. They had no need for elaborate financial organi­
zations or expensive headquarters.s 

The supposition that these conditions could be carried 
over into the gigantic societies required for the insur­
ance of millions is responsible for many of the evi1s of , 

8. McCleary, G. F.: Xational Health Insurance, 1932, pp. 7·19. 
International Labor Office, Voluntary Healtb Insurance, 1927. Lebman, 
lIelmut: Arzte und Krankenkassen, 1929, pp. 7 et seq. 
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present systems. The claim that the great financial and 
semipolice organizations of paid visitors and supervis­
ing physicians, with their intricate statistical reports of 
expenses and rate of so-called sicknesses are but a 
larger growth of the old fraternal societies, is but one 
of the many examples of failure to recognize that a 
great change in the quantity of any social phenomena 
almost inevitably changes the quality and character of 
the institutions involved. This development has almost 
entirely removed one very important ingredient from 
the original composition of insurance societies; namely, 
that element of mutual confidence .. personal acquaint­
ance and senseof individual responsibility on the part 
of the membefs. 

It ~ible to retain the virtues of status 
under contract. The personal relations that existed 
under the first disappeared under the second. Each 
system of social organization has its good and bad 
characteristics, but the mixture seldom selects all the 
good features of either and usually leads to conflicts 
that add new evils. 

When the society was thus depersonalized it became 
a separate entity in the minds of members, who saw 
important differences of interest arise between them 
as individuals and the institutionalized organization of 
which they now generally became compulsory rather 
than voluntary members. The members were interested 
in getting as much as possible out of the great financial 
bureaucracy to which they were forced to contribute. 

Just how this change of attitude has affected all the 
workings of sickness insurance is described by a Ger­
man physician: 9 

The insured also believe, since they have long contributed 
to the cost of insurance, that after a certain time they have a 
right to receive some money from it, and only a few workers 
realize that the existence of an insurance system depends on 
regular payments from all in order that the individual, as an 
exception, may obtain something. It is easy to implant the 
idea in the consciousness of a simple man: "Now that I have 
paid so long, I will at last get something out of my insurance I" 

The fact that demands for damages and for raising the rate 
of payment are practically unlimited and cost the insured 

9. Kirschner. 1\1.: Zur Praxis der Begutachtung, 1931. pp. 7·8 
(italics in original). See also Yon \Veizacker. Victor: Soziale Krankheit 
und der Soziale Gesundullg. 1930 pp. 7·8. Report of the Departmental 
Committee on Sickness Benefit Claims under the National Insurance Act 
(Great Britain). 1914. p. 83. 
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nothing to bring, and that, if denied, decisions of higher officials 
may be demanded without cost or dallger, creates covetousness, 
quarrelsomeness and simulation; one can at least try every­
thing, and try to drag out a little more; trying costs nothing. 

In this way the olllillOIlS will to be sick is artificially created, 
and social institutions are many times practically compelled to 
put a premium on sickness, laziness, exaggeration and deceit, 
so that the individual, who is in a manner the innocent victim 
of these compulsory institutions, cannot make any special indi­
yidual objection. Since legal compulsion has today brought 
the majority of the population within the scope of social insur­
ance, a constantly increasing proportion of the workers is 
brought into a condition of subjection to these institutions. 
Present-day Germany has been compared to a great Lazaret, 
or home for cripples, where each individual is trying to get as 
much as possible out of the gigantic pension cup, which is kept 
filled by ever higher contributions. Every seventh German is 
today a social pensioner. 

Another aspect of this change in the attitude of the 
management of the insurance organization is seen in 
the constantly repeated claim of the officers of the 
societies to be the only true representative of the 
insured. This claim has been accepted by all legislators 
and has been especially emphasized by the International 
Labor Office in its resolutions and statements, which 
have had very wide influence on all phases of the insur­
ance problem. 

Every institution has a tendency to develop as a 
sort of social personality, to a considerable degree apart 
f rom that of its membership. As its officials and 
employees increase in number they seek to advance the 
prestige, increase the size and wealth and add to the 
power of the institution as such, which, it will also be 
noted, has a tendency to bring similar advantages to 
these officials and employees although not necessarily to 
the members. This is the origin of what has come 
to be designated as bureaucracy-a development impor­
tant in many phases of organized medical services. 

In every system this bureaucracy grew to amazing 
proportions. In Germany the number of employees of 
the Krankenkassen has grown to be practically the 
same as the total number of physicians employed in 
giving the medical service.10 The same ratio seems to 
hold true in other countries as soon as this bureaucratic 
tendency has had time to develop. There is continual 

10. Pick, Gottlieb: Sozialversicherung und Aerzte, 1932, p. 40. Than, 
Arthur: Ein system.tischer Ueberblick iiber die gesamte deutsche Sozial· 
versicherung, 1931, p. 8. 
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criticism of the sums taken from the contributions for 
the erection and maintenance of showy headquarters. l1 

In insurance, as in many other institutions, this man­
agement soon began to seek other objectives than the 
mutual welfare of the members. In practically every 
nation it became a powerful political factor. In so 
doing it claimed to represent the membership and 
gained power in proportion as it was able to "deliver" 
their votes. A slight familiarity with political machines 
in any country will justify important doubts as to the 
extent to which the manipulators of such machines are 
inspired wholly by the interests of those whose votes 
they control. 

The insurance societies especially claimed to repre­
sent the members in all the controversies between the 
physicians and the societies. The society officials 
assumed that they, rather than the physicians, were 
competent to decide on the character and amount of 
medical care to be given. How generally this point of 
view was accepted is shown by a quotation from an 
address by Dr. Walter Pryll, general medical counselor 
to the International Bureau of Labor, to representatives 
of the various European medical associations.12 He 
introduced his address with the statement: "I am 
charged with indicating to you the general outlines of 
the Bureau towards the organizatioll of medical service 
in sickness insurance." He then made the following 
statements: 

The insurance institutions should be ab~ to dispose under 
suitable conditions of the services of the physicians of which 
they have need. . . . 

The institutions of insurance have the duty of putting at the 
disposal of the practicing physicians and their patients all the 
means of prevention and cure offered by modern science: 
diagnostic centers, dispensaries, clinics, hospitals, sanitariums, 
etc. . . . 

But if on the contrary such institutions are insufficient in 
quality or quantity or poorly distributed or make excessive 
charges, it is equally evident that the insurance societies have 
not alone the right but the duty to create and maintain the 
indispensable sanitary institutions for the most complete and 
efficient treatment of the insured. 

11. Baeumer. \Valdemar: Die Krankenversicherung. jetzt ein FI\1ch. 
umgestallet ein Segen fur da. Volk. 19.10. p. 14. \\'underlich. Frieda: 
Der Kampf urn die Sozialversicherung, 19.10, p. 17. Similar de\'elopments 
in Cuba have been describe<l h ... Leland, R. G.: The Practice of Medi· 
cine in Cuba. A. M. A. Bulfetin. June. 193.1. po. 92·96. 

12. Revue internationale de medecine professionel1e et sodale, Novem· 
her 1932. pp. 109·119. 
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The institutions of insurance which have the responsibility 
of distributing services to the insured and maintaining the 
financial balance of their budget should have the right to con­
trol the patient and the practicing physicians. 

He further declared against free choice of physician, 
in favor of fee schedules and restrictions on prescrib­
ing, criticized professional secrecy, advocated clinics 
under society management and control of the whole 
situation by the societies. In short, he put his official 
position behind the entire program of the carriers and 
in opposition to the physicians. ]\1. Tixier, chief of 
the Section of Social Insurance of the International 
Bureau of Labor, spoke at the same meeting and, with 
slightly less definiteness, supported the same program. 
The further significance of these attitudes will become 
more evident when the place of the International Labor 
Office in the campaign for sickness insurance is con­
sidered. 

These insurance institutions, originally formed for 
mutual financial relief, ultimately became the admin­
istrators of a national medical service, often owning 
the medical equipment and directing the employed 
physicians. 

The consequences of the application of this theory 
in many countries and the resistance to its application 
in others make up much of the story of sickness 
insurance. 

The societies are always active in increasing the 
scope of their activity. Their income is derived from 
the contributions of the insured, of employers and of 
the governments. The sums at the disposal of the 
management are usually a percentage of the sum of this 
total income. All the power of the societies is directed 
toward increasing this income. This means continuous 
pressure for extension of the scope of insurance and 
for additional benefits. Social insurance, from one 
very important point of view, consists in determining 
how a considerable portion of the income of the insured 
shall be spent. A bureaucracy spending incomes other 
than those of its members is apt to be generOtls. 

The insurance organization becomes more and more 
interested in developing its own power and size rather 
than in furthering the welfare of the insured. Even 
in such measures as increasing the benefits to the 
insured it wiII be guided largely by the degree to whic;h 
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such benefits increase the importance of the carrier 
organization. It will exaggerate those benefits which 
it directly controls and belittle those which might direct 
the interest and favor of the insured to others. The 
insurance societies in practically every system have 
been condemned for their excessive expenditures on 
showy headquarters and novel, sensational methods of 
treatment. 

This constant expansion is sometimes instanced as 
proof of universal approval of previous provisions and 
of the general principle of sickness insurance. A closer 
examination of this development raises some questions 
as to the accuracy of these conclusions. It would 
scarcely be maintained that the continuous increase, 
almost from the beginning of the United States govern­
ment, of the appropriations for "internal improve­
ments" (the "pork barrel bills"), or of the similar 
increases in military pensions, indicates universal 
approval of all features of these systems. 

In the case of insurance, just as with the examples 
from American legislation, a powerful organized 
minority, which in some insurance systems approaches 
a majority, has a great financial interest in pressing for 
extensions. The insurance carriers seek constantly to 
include a larger number of contributors with little 
regard to their material needs and utilize all their 
political influence to that end. 

The most important line of evolution was one that 
again illustrates that a great increase in quantity 
usually means a chang~,;~ the quality and characteris­
tics of the phenomena.'t:)lickness insurance started as, 
a method of collecting and distributing cash benefits. 
Medical care was almost wholly incidental. The phy­
sician was called in, often asked and agreed to donate 
his services as a means of shortening the period of 
relief and, in case of suspected malingering, to give an 
opinion as to the seriousness of the sickness. 

Gradually the medical side came to dominate all 
other features. But the administrative machinery and 
the attitude of the administrators underwent little 
change in some of their most important aspects. The 
expenditures for medical service are still looked on, if 
one is to judge by insurance society expressions, as 
primarily for their original purpose of protecting the 
financial resources of the carriers rather than the 
physical resources of the contributors. The physicians 
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are always considered almost entirely as sources of 
expense-sometimes it would seem as unnecessary 
expense-and the medical sen'ice as primarily for the 
purpose of policing the treasury of the society. 

\Vhen, with the passage of years, this service came 
to be recognized as the most important feature of the 
whole systet,:n, and something that could be used effec­
tively in securing new members, the carriers set out to 
expand it, but always with the attitudes just mentioned. 

The system in each country usually started with 
coverage for industrial workers only and a medical 
service confined to home and office visits by a general 
practitioner. Then commercial, agricultural, domestic 
and other workers were included, the service was 
extended to their families and to specialist, laboratory, 
hospital, convalescent and every other form of medical 
care and service. IS Tables 1 and 2 give the present 
extent of coverage and the principal items of service 
now furnished in the more important systems. 

All the elements. of this development were them­
selves changing as the years passed. Industrial and 
commercial evolution was impressing its pattern on the 
administrative side, so that the societies came to be 
more and more like the great financial, industrial and 
comnlercial establishments with which they were often 
closely connected. They sought to extend this pattern 
into the field of medical service and to erect medical 
service institutions resembling the factories and stores 
of the industrial system, with the physicians as 
employees. 

The new discoveries and developments of medical 
science were hailed as analogous to mechanical inven­
tions, offering new opportunities for "expanding the 
market" by emphasizing the "noyel selling points" of 
the latest discoveries. The effects of this policy will be 
discussed later, but its importance to the whole story 
of sickness insurance and its origin as a part of the 
natural evolution of insurance institutions desen'e men­
tion hereY 

It should not be assumed that there has been an 
identical development in all systems. Some of the later 
systems were more inclusive from the beginning and 
the British system, which was one of these, as to 
coverage but not as to services, has made few exten-

13. )!cCleary, G. F.: National Health Insurance, 1932, pp. 56·Si. 
14. Pick, Gottlieb: Sozialversicherllng und Aerzte, 1932. pp. 1 J·16. 
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sions either of coverage or of services since its estab­
lishment. There is usually a maximum income limit, 
which is frequently raised in 'tIle c'ourse of years. In 
Austria. for example, the limit has been entirely 
removed for government employees. which has led to 
complaint by the physicians that many wealthy families 
now receive medical service from the insurance system. 

Another line of evolution is from voluntary to com­
pulsorv.:-r Every compulsory system has been preceded 
by a faIrly extensive voluntary system. In the con­
tinental European countries these were either mutual 
labor societies, unions or plant industrial systems. In 
England almost every form of voluntary organization 
had been formed. and there had been a wide extension 
of all varieties of contract practice and public medical 
service. u These different schemes competed with one 
another and forced payment for physicians down to an 
unbearable level. l\1any physicians ran their own 
"private medical clubs" giving service for "a penny a 
week," out of which competition compelled them to 
employ solicitors. A large section of English physi­
cians had been reduced to a desperate condition by these 
voluntary schemes before the compulsory law was 
proposed. 

In view of later discussion to be given to the question 
of the relation of cash payments to the defects of sick­
ness insurance, it should he noted that manv of the 
English voluntary schemes, among some of \\-hich the 
medical abuses were worst. provided only medical care 
and made no provision for cash payments. 

The evils within the medical relations of voluntary 
schemes varied in different countries. In Germany, 
Austria and Switzerland such schemes do not seem to 
have absorbed a sufficiently large section of medical 
practice, before the introduction of the compulsory 
system, to have had any important effect on the 
majority of practitioners. In France and the Scandi­
navian countries the organized medical profession 
seems to have been able to defend itself against the 
worst evils of the voluntary system. 

Other undesirable features that developed with any 
lengthy duration and extensive expansion of the volun'­
tary system have led to its abandonment for a legal 
compulsory scheme or else to the introduction of so 

15. McCleary. G. F.: National Health Insurance. 1932. pp. 75·83. 
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many forms of direct and indirect compulsion that little 
of the voluntary phase, beyond the name, remains. 
vVithout some form of compulsion voluntary insurance 
fails of its objective of distributing the cost of sickness 
among large classes of the population with even 
approximate fairness. The young and healthy will not 
join and the aged and' sickly, if accepted, will raise the 
cost to a prohibitive point and, if rejected, remove 
p~tection from those most in need. 

Sickness insurance cannot distribute the burden of 
Sl "ness among the low income classes unless it is COI11-

pulsory. Most of the so-called voluntary schemes have 
a large element of compulsion in them. This may take 

--the form of making membership a condition of employ­
ment, or of membership in a labor organization, or 
even, as formerly in Denmark, to a certain degree a 
condition of citizenship. That all such indirect COI11-

pulsion finally proves ineffective would seem to be indi­
cated by the recent acbon In Denmark. This country, 
which has long beeu hailed by the defenders of the 
voluntary system as an example of successful operation 
without direct legal compulsion (although it exercised 
various forms of indirect compulsion so effectively as 
to include a larger percentage of the working class than 
most of the formalIy compulsory schemes) has adopted 
a thorough compulsory system, which went into effect 
Oct. 1, 1933.16 1> 

One of the basic, though seldom mentioned, reasons 
why compulsion is necessary to effective operation is 
that sickness insurance is essentially a method by 
which the insurance management controls the expen­
diture of a part of the money paid out as wages, and 
such control requires compulsion. People do not wil­
l~' ly turn over to others the control of their incomes. 

Sickness insurance brings significant changes in the 
st cture and operation of government. From another 
one of the many points of view from which it can 
properly be considered, it is a form of poor relief, the 
sources of which are ohtained largely by taxing the 
low income classes) One of the principal arguments 
constantly urged in favor of such insurance is that it 

... wijl relieve other agencies of a large amount of the 
\lJurden of poor relief. Yet in no country where sick­
ness insurance has been introduced has it been possible 

16. Revue internationale, de Medecine Prolessionelle et Sociale, August 
1933, p. 69. 
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to show statisticaIly that the amount required for poor 
relief has faIlen off as a result of sickness insurance. 
Although it seems possible that such a reduction might 
fol)ow, the causes of indigence are so complex and the 
methods and extent of relief have changed so rapidly 
as to make any conclusions as to the effect of a single 
factor very difficult. 17 

The confusion of motives which sometimes considers 
sickness insurance as a method of relief for the semi­
indigent, and at the same time as a method of dis­
tributing sickness burdens among the self -supporting, 
leads to further confusion. 

The effect on the state itself of the great extension 
of welfare activities of a relief rather than, for instance, 
an educational character does fundamentaIly change the 
nature of government. It tends to shift the emphasis 
in legislation and administration f rOI11 the organizing, 
directing, managing and protective functions to those of 
a dispenser of favors. 

Social insurance and pensions are differentiated from 
nearly all other public or social expenditures in that 
their benefits are distributed to individuals according 
to their needs or special relation to the community. 
Police and fire protection, public hygiene, public works, 
education, and the like, are distributed en masse and, 
theoretically at least, benefit all equally. Cash and 
medical benefits under insurance, from their very 
nature, must be distributed unequally to individuals 
according to their personal need. They are, actually, 
a method of redistribution of natio£1 income to offset 
def ects in the original distribution. This is not offered 
as either a criticism or a commen ation but only in 
explanation of the well recognized fact that such com­
pulsory redistribution of income in a democratic 
government invariably becomes, in the hands of poli­
ticians. a method of purchasing votes with the aCClinlU­
l~d funds, through political control of the distribution. 
l]hese political effects are increased by the fact that 
no system of sickness insurance has ever been able 
adequately to meet the problem of combined financial 
and medical relief during sickness from the contribu­
tions of the insured. The first attempt to solve this 
problem is to enforce contributions from the employers. 
which is generany defended as being another method of 

17. Eleventh Report, Ministry of Health, Great Britain, 1930, pp. 
160-161, 175. 
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compensating the defects of an original distribution of 
income by compelling an increase of wages. However, 
the general consensus of economic. opinion is that this 
method fails of its objective, as the employers' con­
tributions are reflected in corresponding reductions in 
wages. It is otherwise mai!}tained that such contribu­
tions are added to price and fall on consumers, which, 
if correctly exp1ained, means that when sickness insur­
ance covers a large share of the population, who are 
the consumers, the effect on actual wages is much 
the same. 

\Vhile wages remain below a decent standard of 
living, the combined contributions of employees and 
employers must remain inadequate to the constantly 
increasing demands for benefits and resort is always 
had, in a greater or less degree, to subsidies drawn 
from taxation. This immediately carries the whole 
question of the amount and distribution of contribu­
tions and benefits into politics, with results already 
suggested, which will be discussed further in another 
connection. 

'When medical benefits come to occupy the most 
prominent place, these also become political issues, with 
harmful effects not only politically but on the service 
itsel f. Here it is not so much a question of the amount 
of the benefits as their control and the forms of supply­
ing them. 

Another effect of so extensive a scheme of state 
activity is the creation of a ~vernl11ental bureaucrac'y, 
often duplicating in many respects that maintained by 
the insurance carriers. In Great Britain, where the 
collection and distribution of the contributions is 
assumed by the government (through the postoffice by 
a stamp system) and where every prescription (there 
are between 50,000,000 and 60,000,000 annually) is 
examined, priced and paid for through government 
offices, the extent and expense becomes very great. The 
total expenditures i or administration in 1930 were 
15,069,500 (about $25,000,000 at par exchange) or 
14.6 per cent of the cost of the scheme, of which the 
Approved Societies and insurance companies expended 
£4,109,900 and the l\1inistry of Health £959,600. 

In deciding whether tendencies apparent in the older 
systems of Germany and Austria are destined to appear 
in more recently established systems, that is, whether 
these lines of development are typical and inherent in 
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the institution or are peculiar to those systems in which 
they have already made their appearance, it is necessary 
to consider to what extent the difference between earlier 
and later formed schemes is such as to prevent such 
developments. In the Danish, British and even more 
in the still younger French scheme, efforts of the medi­
cal associations have succeeded in procuring the instal­
lation of provisions intended to prevent domination of 
insurance carriers and to keep medical provisions under 
professional control. 

It may be an indication that the forces of evolution 
here described need only time to enable them to over­
come the defenses set up by the medical profession that 
the Danish voluntary system has already given way 
before the attacks of the societies and that the French 
Chamber of Deputies is even now considering legisla­
tion, backed by the societies, designed to destroy some 
of the provisions most highly valued by the French 
physicians.18 

CHAPTER III 

)IEDICAL SERVICE 

?\ early every statement in regard to the working of 
sickness insurance is hotly disputed, but on no point is 
the evidence more conRicting than in regard to the 
character of the medical service. Propagandists for 
insurance grow enthusiastic in its praise, while oppo­
nents quote the frequently expressed German opinion 
that it is "always of the second class." 

General judgments as to the character of the service 
in any country lose much of their value through the 
lack of any standards of comparison. The standard 
usually assumed, consciously or unconsciously, is that 
of conditions before insurance, and data are lacking on 
which to construct anv other standard. Since there 
are no records availal)le of the detailed and general 
character of the previous service, the comparison rests 
largely on the memories of those making the compari­
sons or on some specific point of change. 

Another standard used is contemporaneous private 
practice in the same country. But a widespread system 

1a. Cibrie, P.: :Mutualization des assurances sociales, Presse medicale. 
June 10, 1933. p. 636. 
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of insurance so limits private practice to classes eco­
nomically different from the insured as to destroy 
much of the value of such comparisons. 

These comparisons seldom attempt to measure 111 

any way the great changes that have taken place 111 

medical practice between the periods compared or to 
consider in what way the changes under insurance have 
differed from those in private practice in the same 
country or from the changes in countries without 
insurance. 

Nevertheless such general opinions have a certain 
value as an introduction to any discussion of the effect 
of insurance systems on the character of the service 
given. A questionnaire concerning various features of 
sickness insurance was sent to the foreign correspon­
dents of The Jour/wl A. M. A. containing the following 
questions bearing upon the quality of the service: 

1. Has the character of medical service been changed under 
sickness insurance? 

2. Does the method of diagnosis under sickness insurance 
differ from that used in private practice? 

3. Is there an increase or decrease of medication? 

The replies from three countries, which are fairly 
typical samples of differing systems, are quoted. The 
Austrian correspondent said: 

The insurance doctor with a fixed salary is apt to work 
more quickly but perhaps less carefully. He is less personal, 
more matter of fact and is perhaps not so deeply interested 
in the patient as a private patient expects. 

Under pressure of work and stress of time the insurance 
doctor is much more willing to send a patient to the hospital 
if a diagnosis is not easily arrived at, or if it entails undue 
trouble. Otherwise the same methods are used. 

There is a decided increase of medication; it is even 
encouraged by the insurance authorities, not only as regards 
the amount of remedies, the frequency of consultations and the 
number of ordinary calls, but also in regard to the kind of 
remedies and the method of prescription thereof. Ready-made 
medicaments, tablets, solutions and ointments are frequently 
prescribed or handed to the patients. 

The reply from Great Britain was as follows: 
Not to any great extent. However, some maintain that it 

tends to be more slipshod, while the insurance authorities say 
that in consequence of the assured income some men have 
established laboratories. and are doing better work. While 
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accepting this, I think that there is a good deal of perfunctory 
work, especially at times of "rush," as during an influenza 
epidemic. 

There has been a great increase of medication. The English 
have a great desire for and great faith in bottles of medicine, 
and, as medication costs them nothing under the panel, they 
indulge in it. The panel physician cannot refuse as much as 
he should, as he fears depletion of his list. An endeavor is 
made to check oyerprescribing by the panel committee, which 
can summon before them a physician whose prescribing is 
excessive and, if his explanation is not satisfactory, can fine 
him. It is noteworthy that the more intelligent Scotch have 
not such a desire for medicines and their panel drug bills are 
much less. 

The Czechoslovakian correspondent replied: 
The character of medical service has been profoundly 

changed in the direction of lower quality by the insurance prac­
tice. i\faturally this affects more the class of medical service 
which deals with the working population where the fees are 
low and the system of fixed medical practitioners prevail than 
the system of insurance of clerks and officials where free 
choice of physician exists and where the fees are also higher. 
The medical service has become undoubtedly more superficial 
both among practitioners and medical specialists; on the other 
hand the volume of it has undoubtedly increased and has 
spread among those who have never benefited from it before 
when they had to pay for it from their own pocket. 

The method of diagnosis among the lower classes of work­
ing population under the system of insurance is a very super­
ficial one in general. In many instances it comes down to the 
diagnosis of the fact whether the patient is sick or not. In 
cities where consultation stations and clinics for specialist 
treatment exist, the patient is usually directed in case of a 
more serious sickness to the consultation service, where better 
facilities are available. In rural insurance funds the situation 
is more difficult and the hospital is the only place where the 
patient is directed in cases of doubtful diagnosis. 

The method of remuneration plays also a role in this respect. 
In case that a physician is paid a fee per capita or per case of 
sickness he is more liable to direct the patients to the consul­
tation service and specialist treatment in order to get rid of 
the complicated cases. In case that he is paid for individual 
visits he rather takes oyer the contimled care of the patient 
himself. The general tendency toward the remuneration per 
case of sickness can be ob,en'ed on account of difficulties con­
nected with other forms of remuneration. 

As a result of sickness insurance there has been an increase 
of medication; this applies hoth to drugs, medicines, medical 
appliances and physical therapy. 
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There have been numerous opInions expressed for 
propaganda purposes by the insurance societies and 
governmental bodies, which can usually be summed up 
by saying that "they looked on their own work and 
found it good." Instead of increasing this accumula­
tion of contradictory generalizations it would seem 
that greater help toward more valuable conclusions can 
be given if the questions at issue are analyzed some­
what further into their various elements. The real 
question is not whether examples of good and bad ser­
vice can be found under the various systems but 
whether the operation of insurance necessarily intro­
duces elements that are detrimental or helpful to the 
maintenance of the best practicable medical standards. 

The extent of the service given varies widely within 
the different systems and, in general, in obedience to 
the tendency to increase the scope of care as time 
passes, is usually most restricted in the more recent 
schemes. There are some exceptions to this rule, as 
are shown in table 2. Some of the more recent systems 
have adopted nearly all the present provisions of older 
plans. 

This evolution and extension of medical care has 
been closely connected with and largely conditioned by 
the extraordinary medical progress of the last half cen­
tury. This is not the place to tell the story of the 
advances that have been made during that period in 
every field of medical science and practice, of the 
achievements in research, the growth of specialism, the 
technical inventions, or of the expansion of hospitals 
and medical institutions that was largely an outgrowth 
of scientific progress. All these things led to a division 
of labor and a mechanization of certain sections of 
medical service, a development that was accelerated by 
similar developments in the industrial world. 

These changes in medical practice came at the same 
time that the emphasis in sickness insurance was pass­
ing from financial to medical benefits and the whole 
system was coming more and more to be dominated 
by the medical service. 

Sickness insurance was born when mechanistic 
theories of science were at their zenith and when the 
mechanization of industry was still hailed as an 
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unmixed blessingY It was at a time when orgamza­
tion, division of labor, and standardization were the 
fundamental tenets of the gospel of social salvation. 
Medicine was hailed as having entered on this road 
through specialization and mechanization. It is not 
much of an exaggeration to say that the goal of medical 
service was seen to be a sort of glorified factory, with 
highly skilled physicians, diagnosing the raw material 
of patients with infallible mechanical laboratory accur­
acy and then passing them on with scientifically perfect 
production charts in the form of prognosis predictions 
and treatment instructions to the mechanized medical 
factories, where the necessary repairs and alterations 
would be made.~o 

The advocates of this new medical mechanization 
believed that such a scheme could be best operated by 
lay organizers and directors, who would be no more 
interested in the personal peculiarities, prejudices and 
emotions of individual patients and physicians than the 
factory managers of this period were in the same 
characteristics of their raw material, machines and 
employees. That this is far fr0111 being a caricature 
of the situation during the early period of sickness 
insurance or even of the attitude of many of those who 
are directing sickness insurance policies in Europe at 
the present time or are seeking to reorganize the 
medical service of the United States is shown by the 
statement already quoted of the official spokesman for 
the International Labor Office and many similar state­
ments by politicians. welfare workers. sociologists and 
officials of sickness insurance carriers. 

It was but natural that in such an atmosphere the 
new developments in medical science as organized in 
laboratories, clinics, hospitals. sanatoriums. and so on, 
should be taken oYer by the ill5urance societies unless 
provided by public authorities or other lay organiza­
tions. 21 It was not alone the financial support of these 
organizations that was assumed by the insurance 

19. Pick. Gottlieb: Soziah'ersicherung ulld Aerzte, 1931. p. 9. Faber. 
Knud: :\osographY in )Iodern Interll;J] ~Iedirine •. \nnals of 1Iedical 
History 4: 1-63 (Xo. 1) 1922. 

20. Jauniaux, A.: Cent Annees de )lutua1ite en l3elgique, for 
advocacy of system of "polyclinics." 

21. Pryll, Walter: Address at conference with the General Council 
of the International Association of Physicians. Re\"ue Tnternationale de 
Modecine Professionelle et Sociale. Xovember 1932, pp. 113·119. Lehman, 
Helmut: Aerzte und Krankenkassen. Goldman and Grotjahn: Bene­
fits of German SickneS' J'lsurance, 1928. 
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societies of manv coul1tries,out also much of the 
medical control. 

One result of following the industrial pattern was to 
exaggerate the importance of the administrative, man­
aging, function at the expense of the actual medical 
function. The physicians were simply one group of 
employees along with the office staff and field workers, 
all under the control of the administrative officials, who 
assumed that they occupied an analogous position to 
that held by the owners of industrial plants. Even 
when the hospitals, laboratories and the like were pub­
licly owned or built and maintained through philan­
thropy, their administrators talked and acted as if they 
were the owners. \Vhen these institutions were built 
f rom the contributions of the insured, the managers of 
the societies sought to enter into the position of owners 
and to treat the contributors as if they also were 
employees. 

There were several results that followed from this 
si tuation. 

1. The societies found these new and novel institu­
tions with their somewhat mysterious and sometimes 
rather sensational processes and services easy to "sell" 
to the pUblic. They were used as a form of "advertis­
ing leader" to attract members to the societies. They 
became the "talking points" which were stressed in 
intersociety competition. 

\;\/hen a system of sickness insurance is being advo­
cated, great stress is laid on the value of the general 
medical service that is to be given to the contributors 
in their homes and the offices of the physicians. After 
a system is introduced, one may search in vain through 
all the voluminous reports and "selling literature" of 
the societies to find any praise of this service. All 
emphasis is Iaiel on the institutions, owned, or at least 
controlled, by the societies, and the "additional benefits" 
that are organized and managed directly by the insur­
ance carriers. 

2. These conditions have led to an exaggeration of 
the value of the institutional services in comparison 
with the personal care of the physician, thus leading to 
a progressive mechanization of the medical serYice. 22 

22. Newsbolme. Sir Artbur: International Studies. vol11me IT. PI'· 
241·242. Helbich, Karl: Aerzte und S02ialversicherun~ in der Tsche· 
cboslowakiscben Republic, Die Arztfrage, p. 161. Baeumer, 'Valdemar: 
Die Krankenversicherung, pp. 37·39. 
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3. These institutions became weapons of the societies 
in the fight to control the medical profession and reduce 
it to the position of employees hired, managed and 
directed by the societies. This not only tends to 
increase the disproportionate emphasis already placed 
on such institutions but makes it difficult to form any 
just appraisement of their value in a coordinated system 
of medical service. They became rivals of the physi­
cians rather than instruments in their hands for the 
more perfect practice of medicine. 

4. The erection and management of these institu­
tions, under the conditions mentioned, led to wasteful 
expenditures of insurance contributions. 

In the more recent systems of Great Britain and 
France the medical profession succeeded in prohibiting 
the carriers from entering into the business of building 
and conducting medical institutions, so that most of the 
evils proceeding directly from lay management of 
medical practice institutions have not arisen in those 
countries. One result of this restriction on the French 
societies, which limited their expenditures to medicai 
services actually needed and which were supplied by 
personal attention of physicians and existing institu­
tions, has been a rapid accumulation of funds in the 
society treasuries instead of the bankruptcy that 
threatens similar organizations in many other countries. 
I nstead of suggesting a reduction of contributions to 
relieve their members or an improvement in medical 
care by physicians, these societies are using their 
political power to secure the remO\·al of these building 
and extramedical activity restrictions and permission to 
build medical institutions and to offer stich additional 
benefits as can be llSed to huy votes and control the 
medical profession. 23 • 

All of these developments tending to separate the 
administrative bureaucracy from the insured creates an 
attitu'de among the latter which has most far-reaching 
effects on the character of the medical sen-ice. 

A British physician 24 says of this change: 

The introduction of the industrial insurance societies into 
the national scheme altered the whole outlook of the insured 
persons. They have no interest whatever in the management 
of these societies; they think there is plenty of money to share, 

23. Presse medicale, June 10, 1933. pp. 929·936. 
24. 1.arking, Arthur E.: Supplement to British ~ledical J"'I'nal, 

Nov. 7, 1931, fl. 266. 
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and they mean to get their portion. The agents of these 
societies are often inclined to favor the insured person rather 
than the funds of their society. They point out to them the 
acll'antage of insurance in their society at the same time. 
People who ten years ago would hesitate about accepting sick 
pay unless they were really very ill nowadays get all they can 
and stay on as long as possible. r wonder the sick claims are 
not more. 

The medical care is supposed to be given in case of 
sickness. The whole scheme centers around the phe­
llomena of sickness. It is impossible to go far in dis­
cussing the medical service without meeting the ques­
tion of the sort of sickness that is treated, because that 
sickness presents many characteristics not encountered 
in private practice. But no one has yet found a satis­
factory definition of sickness which will fit into the 
conceptions of insurance administration. 

There is the sickness which entitles the members to 
financial relief, a condition which is defined as a state 
of inability to work. This will be further discussed 
when the effect of insurance on the medical profession 
is considered. Suffice it to say here that the diagnosis 
of the type of illness just mentioned assumes the quali­
fications of a detective and a criminal investigation 
department as well as those of a physician. Three 
important phases of this condition especially affect 
the character of the treatment of the mass of patients: 
First, the dual attitude of policeman and physician 
introduces an atmosphere of hostility and suspicion into 
the relation of patient and practitioner and makes diag­
nosis and treatment difficult and unsatisfactory. Sec­
ond, the great amount of time required for the police 
work often makes proper attention to legitimate medical 
work impossible. Third, as will be shown in greater 
detail later, insurance itself creates a considerable 
amount of sickness, in the form of neuroses, and pre­
vents their proper treatment. 

The greed to get "something back" encourages a 
flood of patients with such minor illnesses as to have 
no real need of medical service. These are the "baga­
telle cases" on which such a mass of discussion has 
centered in the German system and which tend to mul­
tiply with the passage of time in every system in which 
the responsibility for payment for medical service bears 
no relation to the individual need for stich service. 
1'\ tlmerotls German students now estimate that from 
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60 to 75 per cent of the time of insurance physicians 
is consumed in handling cases in which their services 
are of no particular nlue to the patient. 

The worst side of this situation is not the waste of 
time and money on such patients, nor even the tendency 
to create a horde of neurasthenics and prescription 
addicts, but rather the fact that this condition prevents 
any adequate attention and proper treatment of those 
to whom medical service is of most vital importance 
and value. This neglect of the really sick arises not 
only from the absolute lack of time of a physician 
whose office is crO\yded by those who come only for 
written certificates of inability to work or to "get some­
thing back" in the way of attention and medicine, but. 
perhaps eycn more. from the inevitable tendency of 
such a situation to create an attitude of indifference and 
suspicion on the part of the physician. After examin­
ing nine persons \\ho have no need of his services, it 
would take most exceptional scientific control to 
approach the tenth without a presupposition that he 
also wanted nothing more than a "look and a bottle." 25 

That many students of insurance systems testify to 
finding some physicians who seem to possess such a 
genius for diagnosis and such high scientific and pro­
fessional ideals as to have considerable success in 
rapidly sorting out these superfluous applicants for 
care in order to devote their attention to those whom 
they can truly seryc is more of a tribute to individual 
personality and integrity than to the workings of the 
system. Even under the best of conditions there is a 
tendency for the emphasis in medical care under insur­
ance to be shi f ted from the catastrophic cases or 
incipient diseases in which the individual need of help 
is greatest to minor diseases in which the burden is 
51ight and medical care is of least value. 

Any discussion of medical service under insurance 
must return again and again to the question of just 
what is treated by the physician. In private practice it 
is a person with sOI117f,.athologic disturbance of normal 
organs or functions. ~nder insurance this disturbance, 
called sickness, is. in a yast number of cases, more 
economic than pathologic. Perhaps it would be closer 
to scientific accuracy to say that whatever pathologic 
phenomena exist in these cases are caused by economic 

25. \Vinands: Zentralblatt fur Reichsversicherung und Reichsversor· 
gung, June 1930, p. 200 et seq. 
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conditions and require economIc or social rather than 
medical treatment. 

This confusion of economic and pathologic factors 
runs through most of the discussions of organized 
medical care, making 111uch of the data used, and prac­
tically all of the conclusions based on that data, false 
and foolish. Sickness is not identical with inability to 
\\'ork, with days lost from employment, with expen­
ditures for drugs or medical care. The attempt to 
measure sickness by any of these things, without first 
calculating the mathematical correlation bet\veen them 
and pathologic conditions (something that is never done 
and probably is impossible) only leads to ridiculous 
errors.~6 

1\ evcrtheless practically all the "morbidity" statistics 
supplied~y insurance systems involve just this con­
fusion. \2:he most common measure of sickness under 
insurance IS the number of da's for which the insur­
ance carrier pai benefit ecause 0 mcapaCl y r 
labQ!:. TJre first conclusion which it study of these 
statistics would justify, is that insmance seems to be 
some sort of deadly infection, the introduction o~vhich 
causes a constantly increasing amount of sicknes~ 

The German system has existed sufficiently long to 
demonstrate this typical trend. Chart 1. taken from 
\V erner Lincke, "Krankenstand und Arbeitswille," 
page 38, shows the fluctuations of this sort of "mor­
bidity" from 1888 to 1913. The sudden upward move­
ments of the line do not indicate deadly epidemics of 
disease, so often as some sort of industrial change. 
This is shown by chart 2, taken from the same source 
(p. 154), where the same kind of "morbidity" in t\\'o 
of the largest societies is plotted in comparison with a 
line showing the cyclic movements of industry during 
the same period. 

When shorter periods of fluctuations are concerned. 
it is often possible to trace effects of influenza and 
other disease epidemics,27 but more violent and far 
more frequent short fluctuations are produced by 
strikes, lockouts, variations in the form of wage pay­
ments. and other industrial events.~8 

26. The unreliability of all morbidity statistics under insurance is dls. 
cussed by Beyrodt, Gustav: Die versil..~herungswissenschaftlichen Grund­
I:lgen der Sozia1versichenlllg. Archiv fur Soziale Hygiene und Demo­
graphie. ~ejJtt:'l11hcr. 19,~~. p. 3-i.5. 

27. Report of Arbeiterkrank{,llYerSlCherllnp;skac;se, Vienna. 1931~ p. 5. 
28. Linke. \Verner: Krankenstand und Arheitswille. 1930. pp. 82·113. 
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All of these conditions ha\'e been increased by the 
exceptional economic conditions that ha\'e prevailed in 
Germany since the \var. Perhaps the most startling 
proof of the character of the "sickness" treated by 
insurance was offered bv the effects of inflation. In 
1923 the money given is cash benefits was so nearly 
valueless that it was not worth while heing "sick" to 
get it. As a result. the llumber of days of "sickness" 
as measured by "inability to work" fell off over 
100,000,000, or abollt 50 per cent.~9 

Meanwhile the physicians continued their work of 
caring for the insured, receiving their pay in money 
that had lost practically all purchasing value. "From 
the autumn of 1922 until the end of 1923 almost the 
entire medical profession of Germany carried on their 
insurance practice for practically worthless payment." so 

Erwin Liek,s1 the ,veIl known critic of German sick­
ness insurance, gives further specific details of this side 
of the subject: 

It is highly significant that the frequency and duration of 
sickness increase steadily under insurance, although one would 
naturally expect the reverse. That holds true not only for 
Germany but for all countries that have introduced sickness 
insurance. It must therefore be recognized as a law by which 
to measure developments. \Vith us conditions have reached 
the stage where every insured person is sick twice a year. 
Every second insured person is sick to the point of incapacity 
for work. Weber (director of the Union of Krankenkassen of 
Aix la Chapelle) recently stated that in his jurisdiction ill 
1928 only 65 out of 1.000 insured had not asked assistance of 
the Krankenkassen. Of the other 935, all had asked at least 
once. Weber brought out two other facts: 

(a) "Thirty-five million insured pay four times as much for 
medical costs as thirty million not insured." 

(b) "The Imperial Health Office stated at its meeting, Sept. 
7, 1924, that the insured patient uses three times as much 
medicine as a private patient. Since that time the cost of 
medicine has still further greatly increased." 

Very well informed and careful bookkeeping physicians ha\'e 
given me quite different figures. They estimate the amount of 
sickness of the uninsured at 20 per cent yearly, while among 
the insured it reaches ZOO per cent. 

29. Baeumer, 'Valdemar: Die- Kranken\-ersicherung, jetzt ein Fltlch. 
umgestaltet ein Segen fur das \'olk, 1930. p. 40. 

30. Lennhoff, Rudolph, and Finkenrath. Kurt: Das Verhaltnis zwischen 
den Krankenka5sen und Aerzten in Deutschland. Die Arztfrage, p. 24. 

31. Uek, Erwin: Soziale \'ersicherungen und Yolksgesundheit, 1929, 
P. 20. 
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I will go a step further and say that every new insurance, 
every new institution for charitable care, means a new source 
of sickness for our people. 

Another almost equally startling illustration of the 
rharacter of the "sickness" that must be treated by 
insurance physicians was given when the "emergency 
decree" in 1930 required the payment of 12 cents for 
the fi rst consultation in any case. "Sickness" once 
more fell off about 50 per cent in a number of German 
cities. 

It is often claimed that the increase in "morbidity" 
rates in recent years is due to the increase in the aver­
age age of the insured, which has followed the greatly 

TABLE 4.-Cer1llall Morbidity: Croup b>' Years, 30-39 Years. 

St" Year 
.Ilen 188,·1905 

HJ28·1930 
19::8·1930 

Iromen 1887·190;; 
][1:28·1030 
l!J~S- HJJO 

J{rnnkcnknsse 
O. K. K. Leipzig 
Leipzig Stadt 
I.eipzig Land 
O. K K. Leipzig 
I.eipzig Stadt 
Leipzig Land 

ImtaDce of 
SIckness 

One Death per According to 
~ ,------"-----. 

Cases Da),s Cases Days 
of Sick· of Sick· of Sick· of Sick· 

Dess ness ness ness 
53.10 1,220.21 0.438 10.01 

130.84 0.572 
156.31 4,426.88 0.688 19.35 

71.46 2,130.24 0.565 16.85 
125.37 0.5iO 
]45.00 4,705.67 0.660 21.41 

• GlJstav Bc)'rodt, LeIpzig, "Die yersichernngswissenschnftliehen Grnn<l· 
lagen tier Sozinlversirherung," in Archiv fUr Soziale Hygiene und Demo· 
!;"l(oIdc .. : 3j6 (Sept.) 1932. 

increased average longevity, caused in all modern coun­
tries by the progress in medical science and the applica­
tion of the fruits of that science through public health 
measures and preventive medicine. But the same ten­
dencies are shown among those in the prime of life, as 
t~e 4 shows. 

\Vhile this increase in "morbidity rates" under insur­
a e is closely related to the desire to obtain cash 
benefits, yet this is by no means the only cause. The 
same tendency is found among dependents of insured 
who are ~tLecl to ~ash benefits. Kurt Finkenrath 82 

made a study~ess" statistics of two Aus­
trian societies and found that there was an even more 
rapid rate of increase in the "morbidity rate" among 

32. Finkenratb, Kurt: Aus der Krankenversicherung in Oesterreich, 
Deutsche medizinische \Vachenscrift. Au". 8, 1930, p. 1356. 
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dependents who receive no cash benefits. He concludes 
that this increase, with the accompanying waste of 
insurance resources, is due to the excessi\'e demand of 
the insured for unnecessary service. This is eSjedally 
seen in the abnormal increase in such sen-ices as quartz 
lamp treatments (more than fourfold in seven years) 

TABLE S.-M edical Services ill Krallkell!lasseIl, Steier/r.ark and 
Karntell, Craz, Allstria 

1'l'f Cl'Ilt 

Cn~e5 DCIICll-

Number Pcr Cent 01 IIellt to 
.Inrage uf u{ Vl'pen- .:\JeJlll)crs 
Member- Cases Members Certified Per Cent dent:.< Tn'at-

Year ship Treated Sick us I;ick Certified Treated llJ£'llt 

1918 36.;;84 49,756 136.0 30,5~8 61.3;; 7,676 );;.4~ 

1919 39.624 43.839 lIO.7 21,837 49.18 9.:~!JV 21.44 
19'20 46,340 54,725 lIS.O 28,H99 52.99 14,441 2G.:m 
1921 46,608 58,446 12:;.4 30,376 fil.S; 1;,4:l8 ~!.u~:~ 
1~.'!2 4;),;)00 6-i.;):!1 141.8 31,640 49.04 IU,91S :iO.Si 
W23 40,014 6l,661 161.6 27,744 42.90 22,004 :i.J.:?f; 
19'24 40,931 69,534 170.0 31,404 45.18 24,367 3.,.04 
]9'2;) 38,737 71,516 184.6 31,119 43.~2 26,:W2 3fi.110 
1926 39,323 74,430 189.0 31,133 41.82 2j",'62 a7.30 
1927 39.251 74,678 190.3 31,443 42.10 2.,212 3G.H 

and of roentgen treatments that multiplied almost 
twenty times in the same period. 

Because, as Dr. Finkenrath states, this is almost the 
only time that any large insurance practice has heell 

TABLE 6.-hl/allt Mortality in Pmssia 

1913 IV!5 11)20 1:1:27 1U28 IH21l 

Among the wealthy . . . . . . . . . . . . 6.5 4.1 U :to :U ~.4 

In the lIli,ldle class .............. 8.9 u,5 6.4 G.4 ;;.V G.G 
In the working clasF, exellldin!: 

those occupa lions in which 
there ~re a Jurge number of 
Illegitimate children 14.1 10.4 10.1 9.7 9.4 1O.S 

Working class. including 0('('11· 

pations with many iJlcgiti· 
mate children ................. ~1A 10.6 14.9 Il.~ 12.5 l:L:J 

analyzed in this manlier, the complete tabulation of his 
results is gi\'en (table 5). 

A side-light is thrown on this question of the erfect 
of insurance sen-ice on general health by table 6, of 
infant mortality in Prussia: 33 

33. Hofbauer, Albert (verlrauensarzl): Der gcgenwartigen Stallupllllkl 
der Krankenkassen zur Sozialhygiene UIld Gesll11dsheilstiirsorge, Zeit­
schrift fur GesundheitsverwaIttln,! tllld Ceslilldheitsf ul"sorge, I'd). 20, 
1932, p. 7. 
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As practically the entire working class in Prussia has 
been under an insurance system that supplied sup­
posedly unlimited medical care to entire families, this 
would seem to offer a fair comparison between those 
so cared for and those who are largely in the care of 
private practitioners. Perhaps the most significant fea­
ture of these figures is not the somewhat startling fact 
that inf<).nt mortality in even the most favorable section 
of the working class is nearly three times as high as 
among the wealthy and nearly SO per cent higher than 
in middle class families. Similar correlations have been 
found between infant Jl}ortality and income in the 
United States, but the results shown in the series of 
years, might, however, raise a doubt as to whether the 
introduction of sickness insurance would reduce that 
rate among the insured. It is far more significant that, 
although the insured population at the earliest period 
had a much higher rate of infant mortality, and there­
fore offered far greater opportunities for a striking 
reduction, the table above shows that the rate of decline 
was far less rapid among the insured class. 

The German system has been used to illustrate these 
conditions because it is the only one, except that of 
Austria, where, as the facts just cited STlOW, identical 
developments are found, that has existed sufficiently 
long for the effects to become fully apparent. 

Similar tendencies are developing and causing con­
cern in every other system. In England, "while 14 out 
of every 100 claimed sickness benefit in 1921, the pro­
portion had grown to 23 in 1927. Among unmarried 
women the respective proportions were 12 and 21, and 
among married women 19 and 38. The growth in the 
intervening years, though not regular, was practically 
continuous." 34 The same report concludes that "the 
chief conclusion to be drawn from the foregoing tables 
is that there has been a continuous growth in the num­
ber of insured persons claiming benefit and that this 
increase is 1110st pronounced, on the whole, in the claims 
of short duration." 35 

34. Report hy the Government Actuary, 1930, p. 8. See also Report. 
1931. summarized in the Lancet. Dec. 26. 1931, pp. 1423·1424. Oliver. 
Sir Thomas: Journal of State 1!edicine. August 1930. pp. 455·463. 
Davies, \Valter: Presidential Address on A Corning of Age: Promise 
and Performance. Journal Royal Sanitary Institute. October 1933. pp. 
219·22l. 

35. Report by the Governmeut Actuary. 1930. p. 14. 
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Such "morbidity" presents strange phenomena. In 
England. for example, we learn that: 36 

The case of domestic sen-ants is particularly interesting, 
for here the improvement in working conditions is universal, 
yet this is coincident with a steadily growing number of claims 
on the part of domestic workers for sickness benefit. When 
the Insurance Act was first passed. the health of domestic 
sen'ants was so good that they wished to be insured in a 
special unit so as to obtain extra ach'antages to which their 
low sickness rate seemed to entitle them. Xow it is found that 
they are becoming a heavy burden on the insurance funds, and 
it is difficult to discover whv their health should show this 
backward tendency. . 

It is certainly difficult to account ior such a tendency 
by anything except the intluence of insurance in culti­
\'ating the desire to "get something back" in return for 
the contributions. This \\'as a period \"hen death rates 
were steadily falling, when many diseases were being 
reduced in virulence and \\'hen, without any doubt, 
actual pathologic conditions in the mass of the insured, 
at least, were growing less. But insurance creates 
ll~h of its OWll morbiditv. 
lYariations as to "morbidity" statistics between sys­

tems can much more frequently be traced to differences 
in the law or in economic conditions than to variations 
in actual health conditions. It takes an average of a 
\\'eek longer for a broken leg or a dislocated shoulder 
to heal in Germanv than in Switzerland, but the 
explanation is not £ound in the greater salubrity of 
the S\\'iss mountain air or the exceptional skill of Swiss 
surgeons .but in the eli fIe rent :ates of. di.sability pay~T 

It reqlures at least a generation to elIminate the ol<f 
sense of personal responsibility and fraternal integrity 
that prevailed before compulsory insurance, and to 
develop the "greediness." the feeling that enforced con­
tributions haw created a "right" to cash and service. 
which should be exercised, and that the insurance funds 
belong to the contributors, who are therefore entitled 
to get all they can out of them, by whatever ffii'anS 
may be most effectiw. 

the older insurance physicians testify that in the 
early days of insurance the members were economical 
of drngs and the sen'ices of the physician but that the 
younger, more recent, members are always trying to 

36. ~Iilnes. ~ora: Aspects of British Health Illsurance, Social Sen-ice 
Review, Decen1ber 1932, p. 5:37. 
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get their "money's worth." 87 They demand expensive 
advertised drugs and if they are told that they have no 
need of a prescription they become insulted, believing 
that they are being accused of malingering. 

It was formerly assumed that the phenomena 
described were due to conscious malingering and 
attempted fraud. Therefore the efforts to control these 
developments were directed toward multiplying and 
strengthening the police functions of the physicians and 
supplementing these with stricter regulations. \Vithout 
raising the question of the justification of a system that 
collects compulsory contributions to police the con­
tributors (and in most systems of insurance a con­
siderable portion of the contributions must be used for 
this purpose to a\'oid bankruptcy), experience, as illus­
trated by the facts just given, has only served to prove 
the futility of such measures. 

The physicians who are the only ones in a position to 
get the facts, and the only ones competent to judge 
them, seem to agree on a wholly different interpreta­
tion of the situation. The same physicians who esti­
mate that from 60 to 75 per cent of those who come 
for medical service are in no condition of sickness to 
derive any special benefit from such services also agree 
that not more than 5 per cent of insurance patients are 
consciolls malingerers and that these do not present the 
greatest problems in medical treatment. 

The most serious phase of the situation is that insur­
ance itsel f creates a vast amount of genuine sickness. 
The very word "neurosis" came into the medical 
vocabulary with insurance, and for a long time the 
existence of any condition that could properly be 
described by that name was denied by many physicians 
in non insurance countries. Psychiatrists now recognize 
that neuroses are not confined to insurance cases, but 
it still remains true that insurance is responsible for a 
greater number of such cases than any other single 
cause. 

Dr. Victor von Weizsacker. head of the psychiatric 
clinic of the University of Heidelbetg (the oldest clinic 
of the kind in the world). has for several years been 
studying this problem and has come to the conclusion 
that a large share of all the sicknesses treated under 
insurance are complicated by neuroses for which the 

37. Baeumer: Die Krankenversicherung, pp. 52·54. 
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situations and conflicts created by insurance are largely 
responsible, while many sicknesses are clue wholly to 
such neuroses.S8 

E. Blum,s9 a psychiatrist of Bern, Switzerland, has 
analyzed this entire situation in a most striking and 
convincing manner. He points out that sickness returns 
the adult to the attitude of a child in which he is ready 
to receive care without any reciprocal action on his 
part. "The effort toward adjustment to reality," he 
says, "is replaced by the desire for indulgence, nursing 
and maintenance of the infantile situation. So we 
arrive at the remarkable fact that the sick seek to gain 
pleasure and profit from the condition of sickness and, 
in spite of their sufferings and burdens, basically do 
not wish to get well. So we speak of a flight to sick­
ness and of a sickness advantage (Krankheitsgewinn). 

Dr. Blum continues his analysis and its relation to 
present economic conditions: -

The majority of mankind are in a hard struggle for exist­
ence. Sickness grants them an opportunity to escape from this. 
Monotonous occupations, enslaving factory labor, can be inter­
rupted. Labor is not only exhausting but rushing and depres­
sing. Adaptation to the dictated rhythm of the machine, to 
the noise and unsatisfactory conditions during labor. demands 
continuous self control and conquest of disagreeable feelings. 
It is understandable that sicknes~ or accident means a period 
of rest and release that is not willingly given up, and during 
which the health conscience slumbers. 

Dr. Blum explains that in modern society this sItua­
tion is further complicated and aggravated by a conflict 
between the individual and society. Sickness increases 
the individualistic feeling and weakens the sense of 
social responsibility. He points out the effect of 
insurance on this condition in the following conclusion: 

So there is created out of this at first perhaps latent, slum­
bering situation of conflict a wholly characteristic reaction to 
the very fact of the existence of insurance. Insurance sets up 
a social institution in which the individual pays his regular 
contributions or tribute, of the individual to the good of the 

38. Soziale Krankheit und Soziale Gesundung, 1930, pp. 8·9 et passim. 
eeber den Begriff der Arbeitsfiihi<tkeiten. Deutscbe medizinische \Vochen· 
,chrift. Sept. 25 and Oct. 2, 1931, pp. 1653-1657 and 1696·1698; Erwin 
Liek (Soziale Versicherungen und Volk,gesundheit, p. 20) says: "Every 
new insurance . . . means a new source of sickness for onf people." 
Pick, Gottlieb: Soziah'ersicherung und Arzt, 1931, pp. 13-29. 

39. Blum, E.: Gesundun!:s!!,ewissen und SozialverSlcherung, Scbwei­
zerische Zeitschrift fiir Hygiene. July and August 1931, pp. 733·750. 
Italics in original. Fisber, V. E.: Introduction to Abnormal Psychology. 
1929. pp. 171-175. 
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community, in order later to draw these out for the benefit 
of the individual. This sacrifice to the good of the community 
arouses the thought of the possibility of a later "revanche," 
of a demand of the repayment of a debt. . . . This finds 
full and complete expression in the sick person. We have 
alreadv seen that sickness isolates, separates the individual 
irom the community and develops egoistic special interests and 
so creates an antagonism in the social order. For the injustice 
that has befallen him through no fault of his own he demands 
from society (social insurance) restoration and indemnity. 

All these previously described phenomena are increased by 
the existence of insurance. The infantile situation already 
created by sickness is strengthened. Just as the child from 
the parents, so the sick demands from insurallce protection and 
indemnity for the wrong he has suffered. . . . The strug­
gle for health appears senseless to him. . . . 

So 'ZLe arrive at the tragic fact that an illstjtlltjOl1 created ill 
respollse to the highest social im/'ulses and to serve such social 
purposes encourages the antisocial attitllae (asocialitiit) of the 
sick, undermilles the desire for recovery and enaallgers health. 

These are the "sicknesses" to which the insurance 
physician must devote a large portion of his time and 
energies. He must, except in the English and French 
systems, look to the insurance carriers for his payment, 
and these constantly remind him that he "who pays the 
fiddler calls the tune." Even if the carriers were fitted 
to supervise a medical service, which the laws of every 
nation affirm they are incompetent to practice, their 
objective is not improved diagnosis and treatment of 
the patients' physical ills but rather of their own finan­
cial troubles. It is true they will spend yast sums on 
laboratories, baths. radiant treatments, clinics, conval­
lescent homes and so on, often far more than the 
interest of good service to the patient demands; but 
they will rally all their powerful forces to fight any 
move for such adequate payment to the physicians as 
would permit proper application of time and skill at 
the point where it is most essential-\\'hen patient and 
practitioner are in personal contact. There is no glory, 
profit or advertising and no political advantage to be 
Rained by the societies in payinR more to physicians 
On the contrary, the credit for results produced 
through individual medical care would RO to the phys;­
cians and not the insurance carriers. The effect of this 
situation In determining the expenditures of the 
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carriers, while they are engaged in a bitter feud with 
the physicians, scarcely needs explanation. 

The patient knows that a part of the duties of the 
physician is to police the society treasury against often 
unjustified demands. The patient comes often to secure 
proof that he is sick rather than to obtain treatment for 
his i1iness. The resulting atmosphere of suspicion, 
hostility and matching of wits is the worst possible 
one in which to conduct an accurate diagnosis and to 
apply succe~sful treatment. 

The patient knows of restrictions on prescribing, and 
if he does not receive the latest highly advertised and 
expensive drugs or the most sensational and fashionable 
treatment with costly x-ray or other machines he 
believes it is not because these are unnecessary but 
because the society's orders for economy prevent their 
use in his case. An experienced insurance physician 40 

describes the situation thus: 

Hundreds of times, sometimes from the seriously sick, more 
often from the neurasthenic, have I been begged in mortal 
anxiety to prescribe something good, for which they would 
gladly pay. Consider the misfortune of these poor beings who 
believe themselves candidates for death, who must stand con­
stantly in the shadow of death, just because they are insurance 
patients! Whenever I han met with such a situation, I wished 
I had the legislator within reach, in order to physically vent 
my rage on him, because he, in order to rescue a throne, 
brought this evil on a people. 

The insurance patients who make such requests are the quiet, 
intelligent minority. The majority choose other, more violent, 
methods. They simply demand, and the physician who does 
not grant their demands soon finds his consultation room empty. 
I knew only one such physician, whose excessively ideal con­
ception of his profession would not permit him to make any 
concessions to the public-a physician such as the Kranken­
kassen desire. The result was that, although his children are 
still at horne, his wife must do home work for a manufacturer. 
According to my opinion and that of many others who are 
not physicians, this physician should have a guardian. His 
efforts have not even resulted in economy; their only effect 
has been that he is impoverished, while his patients went to 
other physicians, after first visiting him and thereby creating 
new medical costs, in order to get what they wanted, and the 
kasse paid the cost. . . . 

40. Baeumer: Die Krankenversicherung. pp. 32 and 78. Newsholrne: 
International Studies. vol. II. 1931, p. 222. 



46 

Every week members of the Krankenkassen come to me and 
wish to pay their own charges because, in their desperation, 
they believe this is the only way they can get a good diagnosis 
and treatment. Those physicians who have no insurance prac­
tice receive many more such. At least half their patients have 
already been treated by the insurance physician at the expense 
of the kasse but mistrust the insurance physician and think 
these are afraid to spend money. They pay twice for their 
sickness, once to the Krankenkassen and again for the physician 
of thei r choice. 

The most severe criticism of medical service under 
insurance is not based on the occasional examples of 
overworked practitioners, with resulting hasty careless 
diagnosis and treatment, but rather on the atmosphere 
of suspicion and antagonism, which destroys the very 
foundations of good service. Payment into a general 
fund over which the insured has no control (and from 
which he can get back his money, to which, rightly or 
wrongly, he believes he is entitled) only by being sick, 
creates the conditions described. 

It is not true that these conditions prevail to the 
same extent in all systems of 'insurance. They are 
much less evident in the English, French and Scandi­
navian systems, in which the control of medical practice 
remains largely in the hands of professional associa­
tions. They arise largely because of the combination 
of cash and service benefits in the same system, and 
e\'en more from this domination of a "third party," the 
insurance carrier, as administrator of the scheme. 
These conditions are also partly due to the fact that in 
nearly all insurance schemes the individual contributor 
is relieved of all immediate personal financial responsi­
bility. Up to the present time no nation has experi­
mented with any plan in which all of these features 
were absent, and it is therefore impossible to do more 
than theorize on the question of whether their removal 
would abolish these defects in insurance medical service. 

CHAPTER IV 

THE PHYSICIAN IN SICKNESS INSURANCE 

At the time of the introduction of the first sickness 
insurance systems, physicians were usually favorable to 
their development. Later, painful experience caused 
them to become critical and hostile to many phases of 
insurance although at no time, in any country having 
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such a system, has the organized medical profession 
opposed the principle of insurance as a method of pro­
yiding medical care for the underpaid. 

An Austrian physician, with long experience in vari­
ous phases of sickness insurance, says that when the 
officials of the various European and some non-Euro­
pean medical associations met in Paris in July 1926, 
the one thing for which they were all seeking, and 
seeking in vain, was a system of insurance that gave 
any consideration to the proper interests of the 
physician.H 

Conditions were often more satisfactory in the begin­
ning, but as the influence of lay organizations increased, 
the attitude of the insured changed and political con­
~iderations entered, it was almost inevitable that the 
tendency toward industrialization and commercializa­
tion should increase with the consequent lay domination 
of the medical profession, destruction of professional 
ideals and deterioration of the medical service. Those 
who were actiYe in the political and economic phases of 
insurance were so confident of the correctness of their 
own conclusions that they seldom stopped to consider 
the effects of building a medical service based on the 
compulsory destruction of the independence and ideals 
of those who must deliyer that service. 

The history of the attitude of the physicians to the 
establishment and development of the Austrian system. 
and of that branch which continued in Czechoslovakia, 
is thus described by Dr. Karl Helbich U of the latter 
country: 

Just as soon as any of us speak of the relation of physicians 
to social insurance, a picture of two fighters arises: physicians 
and krankenkassen. Their continuous conflicts during the last 
twenty years have created a sort of subconscious feeling that 
these two must be enemies. The krankenkassen-perhaps 
sincerely-have cultivated the subconscious idea that this con­
dition exists because the physicians oppose social insurance for 
selfish reasons. 

But when what is now the most important branch of social 
insurance-sickness insurance-was introduced in 1888 the 

41. Stritzko, Joseph: Die Aerz!e Oesterreichs und die Sozialver. 
sicherung, Die Arztfrage, 1926, p. 103. 

42. Arzte und Sozialversicherung in der Tschechoslowakischen Republik, 
Die Arztfrage. 1926, pp. 159·160. The story of a similar evolution in 
Austria is told by Narbeshuber. Carl: Le. chOmage des medecins en 
Autriche. Revue Internationale. February 1933, pp. 57-66_ The societies' 
side of the story is given by Lehman, Helmtlt: Aerzte tlnd Kranken· 
kassen, 1929, .>p. 8-9. 
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kassen did not find the physicians in any way antagonistic. No 
one can cite a single antagonistic expression from the physicians 
at this time, while on the contrary it would be easy to cite 
many cases where their highly valued services were given to 
the new institutions out of benevolence and humanity. By and 
large, however, physicians have not been attracted by the later 
developments. In addition to ignorance of the significance and 
effects of insurance, which no one could rightly value at that 
time, a further cause of this attitude was that the physicians 
had no real professional consciousness, and consequently no 
professional organization, both of which really were first aroused 
to life by sickness insurance. . . 

The conflict which soon arose and sharpened out of the 
original antagonism between physicians and krankenkassen had 
its origin in different conceptions of the purpose of sickness 
insurance. \Vhile the physicians saw in it an opportunity for 
what later came to be known as "public health care," the 
krankenkassen were interested in the financial benefits. 

Since the krankenkassen controlled the financial resources 
they were able to direct the development of sickness insurance 
according to their ideas, without worrying about the medical 
ideas. The latter penetrated very slowly and only began to 
receive consideration after four decades, as being in any way 
as important as the ideas of the kassen. 

According to the view of the physicians, the purposes of 
sickness insurance should rank in the following order: 

1. To help restore the lost capacity for labor. 
2. To protect the capacity for labor. 
3. To assist the insured to maintain his standard of living. 
Theoretically the correctness of this medical classification of 

the purposes of sickness insurance is today universal1y recog­
nized, but its practical application is widely opposed. 

There is a similar story of early medical support for 
insurance, followed by disillusionment of the medical 
profession as the objectives changed in Switzerland. 43 

It must also be remembered that the physicians welcomed 
the introduction of sickness insurance from an idealistic and 
materialistic point of view; so it was that we actually found 
that the most enthusiastic supporters in the early years were 
many physicians and whole medical organizations. 

On the other side there soon arose certain antagonisms 
between the kassen and the physicians so that t~y very few 
physicians as such, but only as members of political parties, are 
found among the proponents for extension of sickness insurance 
as it exists at present. 

43. LCllCh. 0 .. Jr.: Die .\utfr:.!,c. p. 141. 
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The effect of changing the objective of sickness 
insurance from a scheme of financial relief to that of 
a medical sen'ice, "'hile its administratiw machinery 
and methods remained unaltered, was to vest the con­
duct of a compulsory, and often almost universal, 
health and medical service in the hands of a lay organi­
zation totally unfitted for any such function. These 
carriers had now become too powerful, financially and 
politically, to be dislodged. They had secured the 
backing of their army of employees, of most of the 
employers, of the unions and of the various national 
labor parties. 

Through these supporters, from whom the repre­
sentatives are elected to the International Labor Con­
ference, the governing body of the International Labor 
Office, they were able to dictate the policies of that 
organization. This resulted in the adoption of resolu­
tions urging all affiliated nations to adopt systems of 
compulsory sickness insurance, based on .a plan which 
vested control in the carriers. This made the Interna­
tional Labor Office a propagandist not simply for insur­
ance but for the particular kind of insurance desired 
by the carriers and which gave the carriers control of 
the medical service. H 

There were no physicians officially represented at any 
of the discussions of sickness insurance policy by this 
international body. Only after much protesting and 
petitioning was a committee of physicians admitted in 
a purely consultative policy to meet with representatives 
of the International Labor Office. At this meeting the 
representatives of the office took occasion to lecture the 
physicians and to defend the policies of the insurance 
societies. These facts are especially significant in view 
of the tendency to look on the extensive publications 
of the International Labor Office e.S impartial research 
documents on sickness insurance. 

These publications ha\'e become the most important 
source of material in support of sickness insurance. 
They are a most misleading source. It is not so much 
that facts are misstated or even misinterpreted, although 
examples of these may be found, as that all reference 
to undesirable features are omitted or belittled and the 
impression is given that all systems are satisfactory, an 

44. Revue Internationale de Medeci ne Professionnelle et Sociale, 
:-:overnber 1932, pp. 109·113, and Februarv 1933, pp, 3·6. Report 10th 
Session International Lahar Conference, (927. Jabrbucb der Kranken· 
versicberung, 1930, p. 16S. 
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impression that is certainly false. The same attitude 
is maintained by most of the advocates of insurance in 
the United States. 

The physicians, in most European systems, were 
caught up in an ever increasingly powerful social 
organization in the creation or management of which 
they had almost no share. As this system extended. 
its first effect was apparently to increase the demand 
for medical services. The societies encouraged this 
tendency in order to secure a surplus of physicians. 
whose competition would force down payments. It 
,vould not be fair to exaggerate the effect of insurance 
as a cause of the increased attendance at medical 
schools. It is true that most medical writers in coun­
tries with insurance systems give this as one of the 
principal causes, but it is also true that a similar 
increase occurred in nations without insurance. The 
undisputed fact is that the existence of this surplus of 
physicians worked to the advantage of the funds in the 
struggle to control the medical profession. 

All the phases of this conflict, which rages in nearly 
every country, between physicians and carriers are but 
different aspects of the question of lay control of medi­
cal practice which is inherent in the form of organiza­
tion and evolution of sickness insurance. The efforts 
of the societies are everywhere directed against destroy­
ing the professional status and substituting the indus­
trial contract relation. It is the universal opinion, not 
only of the medical but of all other professions, that 
such action destroys much of the value of professional 
service. Experience in sickness insurance would seem 
to justify this opinion. 

A fundamental issue in this struggle for professional 
status is the question of the free choice of physician 
by the patient. In the commercial market the purchaser 
has almost no choice as to who shall produce the goods 
that satisfy his needs and, with the progress of stan­
dardization, no wide choice of the special character of 
the goods that he will purchase. I n industry the 
employer is the one that exercises the choice as to the 
employees who are to produce the goods to be sold to 
the consumer. 

The employer owns the goods produced and has the 
function of marketing them. He seeks, through sales­
manship, to secure the choice of his goods by the buyer 
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among all goods offered on the market. The buyer has 
been taught that he mLlst "beware" in dealing with the 
seller. He is supposed (often contrary to fact) to be 
able to judge of the quality of the goods on the market 
and is considered derelict in his duty if he does not use 
whatever knowledge he possesses in such judgment. If 
he fails to judge correctly, he often has practically no 
legal recourse. 

Conditions in the medical field are almost the reverse. 
?o.Iedical services are not sold by a third party on a gen­
eral market through salesmanship. The buyer is not 
able to judge the service. He must depend on the 
.reputation of the physician, especially among his col­
leagues, and on control of the quality of medical care 
by professional associations. Almost alI the features of 
sickness insurance, as it exists at present. seem designed 
to destroy these characteristics that have always been 
considered the essentials of good medical service. 

Sickness insurance almost automatically seeks to 
follow industrial patterns and to make the Rhysician 
an en:!pl oye.e , chosen by some third party, to suppfy 
standardized and depersonalized sen·ices, to a medical 
market which the patient must patronize. Against these 
tendencies the physicians of every country are desper­
ately fighting, because they maintain that it is just this 
personal relation between patient and practitioner thClt 
is the essential ingredient of good medical service. 

It is weIl to remember, in considering this question 
of free choice, that many, perhaps a majority, of the 
old voluntary associations provided for free choice, that 
whenever the members ha\'e been able to express their 
opinions they have always favored free choice, and 
that, in Germany, one of the inducements used by 
Social Democratic politicians to capture the kranken­
kassen was the promise of free choiceY The adminis­
trators of the societies, in their assumed function of 
employers and managers of a lay organization, have 
always fOllf?,ht the right of tile insured to choose their 
OWI1 pllysician. 

This question of the free choice of physician involves 
a number of other questions. The insurance societies 
insist that, if the patient is allowed a free choice, only 

45. Helbich. Karl: Aerzte und Soziah'ersichtrung in der Tschechoslo· 
wakiscben Republic, Die Arztirage. Aerzte und Krankenkassen, p. 160; 
Lebman. Helmut, op. cit., pp. S·Y. 
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those physicians will be chosen who are liberal with 
certificates of incapacity to work and with favored 
drugs and other services. There is much truth in this, 
which only provcs that a condition has been created in 
which the insured are not primarily interested in being 
cured but far more in getting all they can in return for 
their contributions. 

In the more recent systems-France, Great Britain 
and the Scandinavian countries-the physicians seem to 
be winning on this issue, and in Germany there has 
been considerable extension of the right of the patient 
to choose until now there is much freedom of choice 
in most districts. The present situation is shown in 
table 3. 

The reports as given in this table, hon'ever, indicate 
a much wider extcnsion of real free choice than actuallv 
exists, as in many countries there are not only excep­
tions in some societies and localities, but many countries 
have conditions of admission to insurance practice that 
really exclude a considerable number of physicians 
already licensed to practice. Indeed, the British and 
the French systems are almost the only ones in which 
every physician, unless specially disqualified by his own 
actions, is free to enter insurance practice and to be 
freely chosen by the insured. 

The Ill.tl1lOd and the amount of the payment to phy­
sicians is always a point of sharp controversy. In the 
Bffilsh and French systems the societies have nothing 
to say about the form or amount of such payments. 
The medical associations of those countries, at the time 
the law was being formulated, succeeded in divorcing 
the societies from all direct relations with the medical 
profession in connection with medical care. The pay­
ments to physicians in England are made directly from 
the insurance funds by the Ministry of Health. 

For several years prior to 1931 this payment amounted 
to 9 shillings per year for each person on the physi­
cian's "panel" who must be given all medical service 
within the field of a general practitioner. In 1931 this 
per capita sum was reduced 10 per cent and at par 
exchange amounts to about $1.95 per year. No single 
physician is allowed to have more than 2,500 patients. 
The average annual income for several years of physi­
cians from insurance practice has been about $2,OOO.4~ 

46. Th. history of changes in compensation is given in the British 
Medical Journal, Jan. 14, 1933. p. 1477. 
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The British system does not include dependents, for 
whose care the physician must be paid by the individual 
who employed him. Consequently the foregoing sum 
is in most cases considerably increased from this source 
and also from private practice among the noninsured. 

In France also the medical associations were success­
ful in preventing the entrance of any "third party" 
into any of the relations of physician and patient. The 
physician deals with the insured person exactly as with 
any private patient, except that he certifies as to the 
character of the service given. The patient takes this 
certificate to the society and receives payment according 
to a fixed scale, which is supposd to amount to from 7S 
to 80 per cent of the fee of the physician. The physi­
cian, however, is not bound to charge according to the 
legal schedule of reimbursement. His fee is purely a 
matter of private arrangement between him and his 
patient. 

These two countries, however, are peculiar in this 
absence of financial dependence on insurance carriers. 
In nearly all other countries the payment of physicians 
is dependent on bargaining with the societies. 

In Sweden, while contracts are made between the 
medical association and the insurance carriers and a fee 
schedule exists, the physician, as in France, is not 
bound by the fee schedule but may, if he wishes, charge 
a higher fee to the patient. Under all conditions the 
society pays only from 75 to 80 per cent of the fee 
s~ule rate and the patient pays the remainder. H 

he costs of medical care under all systems of insur­
a are steadily increasing. In part, this is due to 
constant rapid improvements in medical diagnosis and 
treatment. To a much larger degree under insurance, 
it is due to the incessant demand for more service once 
that service has-alreaQ}'- tleenpIDctror. This is il1us~ 
trated by the fact that the number of cases of "sick­
ness" among dependents increases e\'en faster than 
among insured adults, in spite of the effect of cash 
benefits among the latter which does not apply to 
dependents.48 

The insurance societies are constantly urging an 
extension of medical services and at the same time 
fighting any adequate payment of physicians. They 

47. Rystedt, Gottfried: Revue Internationale, ","ovember 19JI, pp. 
69·72. 

48. Finkenrath, Kurt: Aus deT Krankenversicherung in Oesterreich, 
Deutsche medizinische \Yochenschrift, Aug. 8, 1930, D. 1356. 
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will expend vast sums for showy headquarters and for 
largely superfluous medical and convalescent institu­
tions, while insisting that the physician on whom the 
whole character of the service depends must work under 
conditions and for a reward that renders good service 
impossible. One may search all the multitudinous legis­
lative proposals for increased benefits without finding 
any suggestion of better personal care or for any exten­
sion of such care through health examination, immuni­
zation or other personal service furnished by physicians. 
An examination of the mass of literature issued by the 
insurance carriers boasting of the services furnished to 
the insured will also find snlall mention and less praise 
of the work of the individual physician. Consciously 
or unconsciously this whole program of the societies is 
directed ·toward keeping the physician dependent and 
subject to the will of the society. 

If this attitude is kept in mind it will explain why 
there is so hot a fight in 50 many countries over forms 
of payment. Three forms of payment are in operation 
in the different systems of insurance-often all of them 
in the same system: salaries, per capita lump sums and 
according to the medical act. The societies favor and 
the physicians oppose these in the order given.~9 

Under the salaried plan the physician is simply an 
employee, subject to the orders of his employer, the 
society. It is the ideal relation according to those who 
wish to organize medicine on industrial patterns. It is 
the method used in clinics, laboratories, hospitals, sana­
toriums, convalescent homes and similar institutions 
owned and operated by the societies, and used by them 
as a means of outcompeting and breaking the resistance 
of independent practitioners. This system is dominant 
in Bulgaria, Poland, Rumania and a few other countries 
and is being pushed in Czechoslovakia, Jugoslavia, 
Austria and wherever the law permits the societies to 
create such institutions as a means of furnishing medi­
cal service to the insured. It is practically prohibited 
in the insurance systems of England and France. 

The medical professions of all countries are unani­
mous in declaring that the system of supplying service 
through such institutions with salaried physicians is 

49. The exception is in the British system, in which, owing to tbe 
peculiar situation described above, the physicians have expressed approyai 
of the per capita plan. 
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destructive of the best features of service and degrad­
ing to the profession. 

The lump sum payment is frankly urged as a method 
of restricting the sen'ices given by physicians. It is 
maintained that if a physician is paid by a periodic per 
capita sum that he will not make unnecessary calls or 
perform unnecessary services. It does not seem to 
occur to those \\"ho use this reasoning that a physician 
who would make unnecessary calls and pad his record 
of service would probably not hesitate to fail to give 
necessary attention. In this case, it would be the sick 
persons and not the society's treasury that would suffer. 

However, this scheme has not worked out as the 
societies expected. The physicians, whether they neg­
lected the sick or not, found a way to shift their burden 
of work. It is now recognized that the introduction of 
the lump sum system was followed in a few years by a 
great increase in hospitalization and institutional care. 
Chronic and difficult cases, requiring much work, are 
certified to institutions, thus relieving the physician. 
The result has been an overloading of the hospitals in 
every country using this system.. The English hos­
pitals. in spite of the provisions discussed, are so 
overcrowded as to be almost bankrupt and to compel 
extensive reorganization. 

An English medical journal has the following descrip­
tion and comment on this situatioi: ~o 

In the very remarkable report issued by the Government 
Actuary on the examination of sickness and disablement experi­
ence of a group of approved societies concerned with the 
administration of Kational Health Insurance for the years 
1921-1927, it is recorded that the claims for sickness benefit 
by men rose by 41 per cent and disablement benefit by 85 per 
cent, and the increase is still more formidable in the case of 
women, in some sections of the report increases of over 100 per 
cent being mentioned. A similar conclusion pointing to a 
certain degree of failure of that scheme seems to be inevitable 
from a consideration of the number of patients attending the 
Voluntary Hospitals, the increase in the last decade being 
most pronounced and the number progressively rises every year. 
One would have thought that the establishment of National 
Health Insurance, with its compulsory contributory clauses 
bringing very large numbers of the working population under 

50. Journal of State Medicine. February 1933, p. 80. See also the 
Lancet, Jan. 2, 1932, p. 29. ","oskomeion, Supplement, Proceedings Inter· 
national Hospital Conference, 1931, on Influence of Social Insurance on 
Hospital Practice. Also Canadian Medical Association Journal, February 
1932, p. 185. 
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its operation, would have depleted the outpatient departments 
at the Voluntary Hospitals, and this expected result actually 
occurred in the years immediately succeeding the passage of 
the Act; from 1911-20 the numbers of outpatients materially 
diminished. From 1920 oIl\\'ards, however, the increase has 
been so great that the attendances now exceed the figure for 
the last years prior to the passage of the Act. 

The English correspondent of The ] ol/mal of tlte 
American Medical Association reports, in reply to a 
question concerning the effect of insurance on hospitals: 

There is a tendency to send a panel patient to the hospital 
for the smallest operation or anything requiring special treat­
ment of any kind. 

\Vherever in Germany the lump sum system is used 
there is the same complaint that the physicians send all 
cases requiring continuous care to the hospital. 51 The 
worst phrase of this situation is the condition created 
by overcrowding in the hospitals, which is described as 
follows: 52 

In the majority of hospitals (I know of no exceptions) the 
third class in which the service is paid for by the krankenkasse, 
is so frightful that I personally, when I stepped into these wards 
as a student, always felt my heart wrung. I positively will 
not reproach anyone for present conditions. That nothing 
better is possible, no one knows better than 1. Therefore I am 
determined to change the conditions, because I know that under 
present conditions there ~s no escape for the miserable insured. 

There lay, in one great hall, closely packed together, twenty 
to thirty human beings, very sick, slightly sick and convalescent. 
The convalescent must remain still as mice throughout the 
whole day in order not to disturb the seriously sick. The latter 
were naturally greatly disturbed by the noise, which was never­
theless unavoidable. A number of those in the hall coughed 
all night, others groaned with pain. 

An attempt to meet the problem caused by the over­
crowding and consequent impoverishment of English 
hospitals through a system of voluntary hospital insur­
ance, known as "Contributory Schemes," while reliev­
ing .the hospitals to some degree, has created other 
problems. It has so further stimulated the tendency 
to have recourse to the hospitals for every complaint 
as to threaten the complete destruction of private prac­
tice in large sections of the community. At the 1933 

51. Baeumer, '''aIdemar: Die Krankenversicherung, pp. 37·39 and 
50-51. \Veddigen, \Valter: Grundfragen der Sozialversicherungsreforrn. 
p. 95. 

52. Baeumer: Die Krankenversicherung, pp. 115-116. 
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meeting of the British ~Iedical Association, according 
to press reports",g "one doctor declared that 'the Hos­
pital Sayings :\s50ciation is stealing most of the priYate 
practices of the doctors in London, Unless there is 
some scheme by which this flow to the outpatients' 
departments of the h05pitals can be checked, ruin is in 
store for most of the practitioners in the poorer areas 
of London.''' 

\Yhen the system of payment by the medical act is 
introduced, there is ample proof that the charges of 
excessiye practice, brought by the societies, are largely 
justified. Medical 'Hiters who defend this system 
Cldmit its susceptibility to abuse unless strictly con­
trolled by professional associations. This the societies 
will not permit. The physician who refused to yield to 
the demands of patients would soon lose his practice, 
and he cannot cOlwince them that his refusal is due to 
medical judgments and not to fear of discipline by the 
society. 

The effect of the t,,"o systems may be summed up by 
saying that when payment is by a per capita lump sum 
or salary there is no financial incentive to the physician 
to give continuous careful care; while, when payment is 
by the medical act, the demands of the patient and the 
financial interests of the physician are joined to 
encourage excessiye practice. 

It is practically impossible from any ayailable data 
to give any certain answer to the question of whether 
insurance has any inherent tendency to increase or 
decrease the anl1l~al income of the aycrage physician. 
There is no standard by which to determine in any 
country whether, and to what extent, incomes would 
ha\"e risen or fallen without insurance. The opinions 
of three correspondents of The] ollYl/al of the Amer­
ican JJ cdical Association as to the effects of three quite 
widely diverse systems probably are as accurate as any 
such general opinions could be. 

From Austria comes a ycrv full discussion, which 
coYers so many points that it' seems worthy of quota­
tion, almost in full: 

The health insurance system existing in this country is com­
pulsory and is based on the law of 1892 and has been supple­
mented after the war. The original law of 1892 dealt only with 
persons receiving a daily, weekly or monthly payment for their 

53. The Sunday Times, London, July 23. 1933. 
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work and comprised only labcrers, artisans, factory hands and 
the like, as long as they were employed by pril'ate persons, firms 
or corporations. It ensured medical help and hospital accommo­
dation besides a sick-pay from the first day of illness for its 
members. Gradually the scope of the sickness insurance bodies 
extended to wider circles of tIle population, so that within the 
next twenty years nearly the entire bulk of wage earners came 
under the influence of the system, except persons serving under 
the government or the municipalities or the state railways. 

As the number of insured persons increased, the income of 
the individual physician was affected by the system in so far 
as in the first years an increasing number of medical men were 
appointed at a fixed, although comparatively low, salary, mean­
ing a real increase of their income. The greater part of these 
insured persons would never have thought of going to a private 
doctor. They were looked after in hospitals and ambulatories. 

\\,ith the extension of compulsory sickness insurance to better 
paid classes of the population, a certain loss of pril'ate income 
was noted, but even then tlle public was not very much in 
favor of calling on a "krankenkassa-doktor" and preferred to 
pay a reduced fee to the medical man of its confidence. For it 
must not be forgotten that the appointed doctor had to be con­
sulted by the members living in his work district; the patients 
could not choose their doctor. The prill/ary effect of sickllcss 
il1surance ~('GS thlls an increase of hlco11le for certaill doctors. 
Only in the last twenty years the conditions have undergone 
a complete change. 

In the Years 1908 and 1912 the Sickness Insurance Act was 
extended to all persons earning a living by salaries in commer­
cial or industrial enterprises or in the trades. Theoretically 
even the managing director and the well paid highest clerks, 
who were forced to belong to their respective krankenkassa, 
were entitled to free medical help by the doctors appointed for 
tbe district. But as a rule these classes of patients formerly 
preferred to consult their own private physician. At this period 
numerous complaints started about the dwindling of medical 
income. Not a few members of the krankenkassa, who hitherto 
had consulted private doctors, preferred to consult them in 
their new position as insurance doctors, if they happened to 
obtain such appointments. At that time the medical profession 
began to aim at limiting the eligibility for membership in sick­
ness insurance societies to a certain amount of income or salary 
on the part of the insured member. . . . 

In the last few years a quite new system of sickness insurance 
is quickly gaining ground. It is based on pure business lines, 
is a private enterprise, and refunds to its members a certain 
sum for medical treatments and otller expenses pertaining to 
illness. It has nothing to do \\·;th the patient's medical attendant. 
Anybody may become a member of this insurance body. A 
similar institution has been founded for independent business 
owners. \"itb the exception of the last named system of sick-
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ness insurance all the other systems have had the effect 0/ cut­
tillg dowll, especially ill the last few y,'ars, the i,!come 0/ the 
individual physiciall by at least 35 to 50 per cellt of his former 
illcome, At present about 40 per cent of the total population 
of Austria are insured against sickness. so that there is hardly 
any doctor who does not work somehow under the sickness 
insurance system. 

The opinion of the English correspondent is that "it 
has increased incomes, because they are paid without 
fail for a class of patients that often could not pay 
IJefore." 

The Czechosloyakian correspondent says in reply to 
the question ,. H ow does health insurance affect the 
individual physician as to income?" 

The question is difficult to be answered in a general way as 
it is put in the questionnaire. \\'hen the insurance is newly 
introduced into a country it usually means that the physician 
receives from his old patients less tl]an he did before, but on 
the other hand he finds new patients that did not come to him 
IJefore when they had to pay a full iee. The sum of the income 
of the physician working under insurance is not necessarily 
lower than before the introductiun of the insurance. Ii the 
physician lowers the standard of his work and increases its 
amount, the introduction of insurance may actually mean an 
increase of his income. I i a fully occupied medical practitioner 
comes under the system of insurance and ii he continues the 
same method of thorough work as before the introduction of 
insurance, this change undoubtedly means a curtailment of his 
!!lcome. 

The societies always seek to control the admission of 
physicians to instlrince practice. In many countries 
this is the largest, and in some almost the only, field of 
practice. The societies are, under these conditions, 
acting as a licensing body. \Vithout any of the neces­
sary qualifications they have usurped the positions of 
the ~tate, educational institutions and professional asso­
ciations in determining which of those physicians whom 
the proper authorities have already declared qualified 
shall really be permitted to practice their profession. 
r 0 just the extent that control of admission is exercised 
by the societies, the power of licensure is usurped. 

\\"hen stated in this bold but accurate manner, few 
would defend the right of any lay body to control 
admission to insurance practice. \\'hen, however, the 
position of the societies is stated as im"olving nothing 
more than the right. tllli\ersally recognized in industry, 
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of the employer freely to pick his employees, this atti­
tude finds plenty of def enders not only among repre­
sentatives of European insurance carriers but also 
among a host of American employers and insurance 
companies and most of the advocates of insurance 
methods of medical care. 

The issue of admission to insurance practice did not 
arise at the beginning of sickness insurance any more 
than it did in the beginning of workmen's compensa­
tion legislation in the united States. It \vas only when 
insurance systems had grown to a position where they 
monopolized so large a part of the field of medical 
practice that exclusion from it practically disqualified 
a physician from practice that this question became of 
paramount importance. It was this condition that made 
it possible for the German l\azis to destroy their politi­
cal opponents in the ranks of physicians by simply 
excluding them from insurance practice. 

The carriers pretend to set up special standards for 
admission to insurance practice. They demand a sort 
of preliminary "internship" or practice period, often of 
several years, as an "assistant" to an insurance physi­
cian. They create special graduate institutions to train 
prospectiye physicians in "social medicine" as a condi­
tion of admittance to insurance practice. They set up 
the claim that such practice is a new specialty in medi­
cine. \Vhen this special training is examined, it is 
found to consist primarily in admonitions about "eco­
nomical practice" and methods of detecting malinger­
ing. Stripped of all camouflage and rationalization, it 
is primarily for the purpose of taming the physician, 
making him willing to accept the control of the societies 
and more interested in protecting the society treasury 
than the health of his patients. 54 

Insurance seems to haye a tendency to influence 
graduate study by physicians in two undesirable direc­
tions. There appears to be less interest in scientific 
progress and an increasing tendency to study those 
administrative phases of medicine which prepare for 
the favor of the insurance societies. These attitudes are 
described by a German physician as follows: 55 

54. Jahrbuch der Kranken\,er;;chcrun:;, p. 94. Compte Rendu. 1930, 
pp. 73-75. 

55. Finkcnr:1th. Kurt: Krankl'nhiife und G(,sl1nrlhtit.;;;Fir';;l)r.~e durch die 
.\erzte;;;haft. PI'. 119·1:!1. 
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I made a statistical study in 1919 to det~rmine from what 
sections of Berlin the majority of the physicians came to attend 
the graduate courses of the Central Committee of the Kaiserin 
Friederich-Haus. This made clear the fact that three fourths 
of all participants came from the West and South west and that 
all other sections of Greater Berlin only furnished one quarter. 
From this division the conclusion was drawn that the physi­
cians who had an interest in further education were overwhelm­
ingly those who still had some share oi private practice, while 
the great mass of the insurance physicians ,,'ere far from desir­
ing any further education. 

I t is certainly true that the demand ior insurance physicians 
today is no longer dependent on the knowledge of the selected 
physicians but that other points of view have important influence 
in their selection. These "other points of view" can so dominate 
that their effect wholly outweighs the knowledge of the physi­
cian, and many wilh a ,'ery large practice owe this perhaps 
much more to these "other points of view" than to their knowl­
edge. The result is that from this side little value is placed 
on further education. 

The Seminar for Social Medicine, as the name indicates, 
emphasizes social medicine. In previous years it covered all 
phases of social medicine, but recently it has been almost exclu­
sively occupied with preparation for insurance practice. . . . 
The courses are naturally greatly patronized, because attendance 
is made a condition of admittance to insurance practice. . . . 
The program CO\'ers the following: Introduction to Imperial 
Insurance Regulations, Insurance Contracts with Physicians, and 
the Berlin Association of Insurance Physicians, The Organiza­
tion and Operation of the Fee Schedule of the Hartmannbund, 
The Activities of the Krankenkasse and Its Organization, Insur­
ance Physician Regulations, The Insurance Physician and 
Chronic Diseases, The Ethical and Soc;al Duties of the Insur­
ance Physician. 

The official attitude of the insurance societies on this 
subject was summed up by a speaker at their inter­
national congress: 5d 

It is necessary to begin with the medical students. \Ve think 
the unions of insurance societies should organize in the univer­
sity centers, for the benefit oi the students, special courses on 
insurance and social medicine, and that these courses ought to 
be obligatory for the students who desire later to practice for 
the insurance societies. The faculties of medicine should them­
selves, in their curricula and regulations, give greater atten­
tion than at present to the necessities oi sickness insurance and 
should establish compulsory examinations in social medicine. 

56. Franz Korris, Secretary, German Il:~::iance Societies ('If Czecho­
,lo,·aki., Compte Rendu. 1930, p. 75. 
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In particular, the individualist spirit, which has developed among 
the physicians the mentality of the little artisan in place of mak­
ing them conscious of their social mission, in place of preparing 
for their future profession, which must necessarily be within the 
organization of sickness insurance-this spirit ought finally to 
disappear in the medical faculties. 

On this point, as on many others, there is a sharp 
distinction between the earlier systems of central Euro­
pean countries, created according to the German model, 
and the later systems of France, Great Britain and the 
Scandmavian countries, which had an opportunity to 
profit by the errors of the older schemes. In these 
more recent systems the medical associations have been 
successful in securing the incorporation of provisions 
permitting all members of the national professional 
associations or, in some cases, all licensed physicians 
freely to enter insurance practice. It is significant that 
no one claims that such unlimited admission has 
brought any of the evils that the defenders of society 
controIled admission have claimed would follow. On 
the contrary, many of the evils which exist under the 
systems in which societies control admissions, and 
which that control is largely designed to prevent, have 
never appeared where admission and choice of physi­
cian by the patient are most free. 

All these regulations and restrictions are but pre­
liminary measures to strengthen lay control over insur­
ance n18dical practice, and it is around this control that 
the fight is hottest. The conflict centers around the 
effort to make the physicians the police of the society's 
funds. One might think that the societies would rather 
insist on assuming complete control and responsibility 
for all financial measures and would be eager to exclude 
the physicians from all stich control and responsibility. 

On the contrary, the societies fight all measures to 
compel them to assume this responsibility. In the 
English system an effort was made, largely through the 
action of the British Medical Association, completely to 
separate the financial and medical sides of the system. 
To the nonlegal mind the provisions of the existing 
English law and regulations place all responsibility for 
the payment of cash relief on the insurance carriers. 
This did not suit the purpose of the carriers to use the 
physicians as a scapegoat against which criticisms of 
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the abuses of insurance can be directed.57 Even in the 
English system it is the physicians, and not the socie­
ties, or the inherent character of insurance, that is 
hlamed for excessive cash payment, with a consequent 
increase of "sickness" rates, as well as for excessive 
practice, the preponderance of minor diseases tlemand­
ing tll1necessary attention and for overmedication. 

The societies are constantly complaining that the 
"physicians hold the key to the societies' treasury" or 
that they can "draw blank checks on the societies' 
funds," but they fight every effort to remove this power 
from the physicians and vest it in the society adminis­
tration. They continue to insist that the physicians 
perform these police functions, although the physicians 
themselves continuol1sly protest that to do so destroys 
their ability properly to perform their medical functions. 

\Ve are here very close to the heart of the most 
puzzling question in the whole problem of sickness 
insurance: whether it is possible to provide medical 
service out of a large impersonal fund, created by a 
multitude of contributions, without compelling the phy­
sician to accept the dual and mutually destructi ve 
functions of detective and medical attendant. German 
commentators frequently refer to this as the "Sphinx 
riddle of insurance," which must be solved if the sys­
tem is to continue, but for which no satisfactory solu­
tion has yet been found. 58 

A consequence of this division of responsibilities is 
the creation in every insurance scheme of a secondary 
system to control the practicing physicians. The active 
agents in this control must be physicians, because no 
one else even claims to be competent to do it, although 
lay administrators of the carriers presume to prescribe 
the detailed specifications of such control. 59 The 
societies insist that these control physicians shall be 

. 5i", Baeumer, Die KrankenversIcherung, p. 13, says of a similar situa­
tion In Germany: UBut t.he scapegoat had alreadY been firmly fixed iII 
the law, namely, the medIca1 profession, since without medical endorse­
ment no cash relief would be paid. Eureka! The law is saved, every· 
thing is all right, these rascally physicians are to blame for all the 
defects, since either because of laziness Or because they fear to lose 
their practice tbey will not hunt out the malingerers and send them hack 
to work. This was the theme, stated in a more or less definite way. 
of all the organs under krankenkassen inflnence." 

58. Dr. Scholl: Address at Bavarian ?Iedical Association Convention, 
Bayerische Arztezeitung, Oct. 18, 1930, p. 439. 

59. Helmut Lehman, at fourth Conference of International Union of 
Insurance Societies, Compte Rendu. 1930, p. 164. Jauniaux. A.: Cent 
Annee. de Mutualite en Belgique, pp. 100 et seq. 
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employed by and be responsible to the societies alone. 
Objection is made to their membership in any organi­
zation of insurance physicians. They are to be the 
agents of the societies to act as a sort of foreman or 
supervising police of the body of practitioners. 

Such supervision, where the decisions of the prac­
ticing physician are constantly being revised and 
reversed by supervising physicians, who are there pri­
marily to protect the financial interest of the insurance 
carriers, further aggravates all the conflicts that have 
been described. The latter constantly certify as capable 
for work a large percentage (usually about one half) 
of those previously certified as incapable by the attend­
ing physician. Without in any way modifying what 
has already been said about the tendency of the insured 
to exploit the cash benefit and secure unnecessary medi­
cal attention, it must be said that little weight can be 
given to the frequently quoted figures of the percent­
ages disapproved by supervising physicians, unless such 
figures are subjected to careful analysis. Just as the 
original figures of certification are influenced more by 
financial than by pathologic considerations, so these 
statistics of secondary examinations more often reflect 
professional antagonisms, administrative pressure and 
other similar attitudes rather than scientific professional 
judgments. 

A previously quoted writer points out that, in some 
cases when still a third examination was demanded and 
granted before a commission, about one half of those 
certified by the supervising physician as capable of 
returning to employment were again declared incapable 
of ,vork. He comments further on this situation: 60 

Some of those who have been certified as sick and are referred 
for a second investigation certainly come with a bad conscience. 
But this does not say that in all cases the certification was 
unjustifiable, for even those who were properly declared incap­
able of work, but by the time of the reexamination have again 
recovered, do not go for the reexamination but rather to their 
own physician, who certifies them as again capable of work. 
Finally, many of the insured have so great a dislike of the 
vertrauensarzt that they would rather go back to work e\'en 
if sick. 

The effect on thousands of patients, who are thus 
shuttled back and forth by conflicting opinions of phy-

60. Finkenrath: Krankenhilfe und Gesundbeitsfiirsorge, pp. 58·59. 
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SICIanS, in destroying all confidence in professional 
integrity and competence scarcely needs discussion. 

Again, it is significant that in France, Great Britain 
and Denmark,61 where the societies have been defeated 
in their efforts to maintain a secondary control, the 
system works far more smoothly than in Germany, 
Austria and other countries \\·here the societies have 
had their way. Lay control has never been successful 
in checking excessi\'e sickness claims and has always 
produced a multitude of undesirable and usually 
unexpected results. 

In Great Britain, where the general medical officers, 
who are charged with this work of supervision, are the 
employees of the Ministry of Health and therefore 
independent of the societies, there is so little friction 
between them and the practicing physicians that a pro­
posal to abolish the general medical officers met with a 
protest from the insurance practitioners, who make con­
siderable use of such officers as free consultants. They 
are, of course, members of the same professional asso­
ciation as the insurance physicians and are subject to 
the same influences. 62 

In France also the supervising force is independent 
of the societies and controlled by the professional asso­
ciation. It may be set down as an invariable rule, so 
far as experience up to the present time is a guide, that 
the quality of the service, and the general satisfaction, 
not only of the physicians but also of the patients and 
ultimatelv even the societies, increases in almost direct 
ratio with the extent to which all phases of medical 
practice are controlled by professional associations 
without lay interference. 

The work of the physician under insurance differs 
in many ways from that in private practice. This is 
inevitable, since medical service is closely dependent on 
personal relations and these relations are deeply affected 
by the presence of insurance. 

The patient, especially in the older systems where 
mental attitudes and patterns have had time to become 

6,1.. "There is no sort of technical control. In Copenhagen, alone, the 
societies employ superdsors wh'Jse only duty is to make certain visits 
to the residence of the insured to see that he stays in hed or in the 
house and. that .he follows the hstructions of the physicians; or that 
the bours In which he goes out are those which are permitted to a sick 
person in his c~ndition . . ." Report of Danish ~Iedical Association, 
Revue Internatlonale, August 1931. p. 115 . 

. 62. 1be ways h1 which the effi~iency of the medical sen'ice is main· 
talned In the EnglIsh system are dIscussed by McCleary, G. F.: National 
Health Insurance, pp. 143·148. 
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definite, comes to the physician with a quite different 
mental background from that possessed by the private 
patient, and this background has a significant influence 
on the problems of diagnosis and treatment. The 
insurance patient comes with the feeling that the system 
to which he has been contributing owes him something 
and, as countless observations under a great diversity 
of such systems proves, patients in insurance systems 
also have a feeling that one of the duties of the phy­
sician is to prevent the patient from getting what he 
feels the system owes him. He knows that the services 
given him by the physician will bring no special reward 
to the latter but, on the contrary, that the less that is 
done the more the physician will have succeeded in pro­
tecting the general funds to which the patient was but 
one contributor. 

Even if there is no question of a cash payment, the 
history of medical benefits under all systems of insur­
ance has shown that a very large percentage of patients 
come for ailments not really requiring medical atten­
tion. At a free or low-pay clinic these can be turned 
away and if they visit an individual practitioner they 
will at least be discouraged from continuous useless 
visits by the need of corresponding payments. But the 
insured has already paid and has a right-which he 
never forgets-to demand service. 

The physician knows all these things also; they have 
been impressed on him daily and hourly for years. He 
approaches the patient with the expectation that he will 
exaggerate his symptoms and make demands for exces­
sive treatment. The physician knows that if he yields 
to these demands he endangers his position with the 
insurance administration; if he does not yield, he 
angers his patient and may turn him away without 
proper diagnosis. 

If the insured claims to be incapable of work, and 
often in other cases, the diagnosis must be reported at 
once to the administrators of the insurance scheme. 
Along with this must go a prognosis of the probable 
duration of the disabling sickness, all of which, in many 
cases, is beyond the powers of real medical science. 

\Vhen it comes to treatment, the difficulties arising 
out of the situations created by insurance multiply. As 
has been repeatedly pointed out, cash benefits destroy 
the "will to get well," a principal therapeutic agent in 
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many sicknesses. The physician is not a free agent in 
planning his treatment. From the side of the patient, 
who is determined to secure his rights, come demands 
that he be given all the fancy and expensive treatment 
that some friend or acquaintance has been able to get.63 

If these are refused, a physician loses patients and 
income; if they are given, he loses his self respect, his 
scientific honor and the favor of the insurance admin­
istrators. 

No system has been able entirely to avoid restriction 
on prescribing. Table 3 lists the forms which these 
restrictions have taken in the principal systems. These 
bare statements, however, fail to give any adequate 
picture of the situation. It is probable there would be 
general medical agreement that most of the things 
which are prohibited in prescriptions, and most of the 
regulations requiring the use of remedies found in a 
standard or even limited pharmacopeia, are in accord 
with sound practice. 

Dr. Schaeftgen, secretary of the Luxemburg Medical 
Association, as the result of the analysis of the replies 
to a questionnaire, sent to the medical associations of 
all insurance countries by the International Association 
of Physicians, came to the conclusion that "there is not 
complete freedom of prescription in any country." 64 

Restrictions in no system are confined to these formal 
regulations, which are themselves, in spite of much that 
has been said in their support, more or less galling and 
humiliating to a physician. They set limits to his scien­
tific judgment, something no true scientist can quietly 
endure. They are fixed by lay organizations, not pri­
marily for the benefit of the patient but for the protec­
tection of a society treasury. 

The really aggravating and harmful feature of 
restrictions on prescribing is found in the continuous 
pressure, backed up by a sort of espionage, to compel 
the physician to keep within a certain standard or aver­
age. Anyone who exceeds this average is subject to 
criticism and a sort of irritating hectoring from various 
sources. 

In the English system, where such restrictions are 
far less offensive than in many continental schemes, the 
cost of the drugs prescribed by each physician is tabu-

63. Baeumer: Die Kranken\"e:·sicherung-, pp. 34-36. 
64. Revue Interllationale, ::\o\"emLer 1928, pp. 85-90. 
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lated (at a tremendous expense) and if he exceeds a 
determined average he is apt to be warned and, if this 
warning is not effectiYe, sterner measures may be used. 

At the same time the patients, who are well aware of 
these restrictions and usually are firmly convinced that 
their only object is to cheapen the service in contrast 
with what is given to those who pay for their care 
individually, clamor for just these forbidden articles. 
The insured are just as susceptible as the noninsured 
to the suggestions of advertisers. Furthermore, the 
insured are certain that insurance deprives them of the 
marvelous qualities of these advertised remedies. The 
discussions of every system in which drugs and medical 
appliances are furnished as a part of the insurance 
benefit are filled with stories of how the patients clamor 
for expensive advertised drugs and lose confidence in 
the physician who refuses to prescribe them. 

In a few systems, as noted in table 2, the patient pays 
the whole or part of the cost of drugs and medical 
supplies. \Vhile this at once does away with most of 
the evils of oyer medication, the societies always fight 
any such provisions. They wish a continuous exten­
sion of benefits which they can use as "selling points" 
in getting new members, for, in spite of the com­
pulsory character of 1110st systems, competition between 
societies in securing members and in business efficiency 
is encouraged by governments, although the lack of 
such efficiency is now leading to demands for con­
solidation 0 f societies. 

Once more it comes back to what, for lack of a better 
term, may be called the mental atmosphere, which is 
created in all phases of medical practice and under 
insurance by the continuous confEct of financial and 
medical motives. 

However great may be the difference as to these 
policies, there is practically unanimous testimony that 
the effect of every system of insurance providing for 
free drugs is greatly to increase the demand for such 
drugs. The insured demand their "share" of the drugs 
that are being "given away," much as visitors to an 
exhibition collect "free samples." German physicians 
tell how patients insist on roentgenograms, whether 
needed or not, so that they can boast of at least "getting 
all that was coming to them." They always demand 
prescriptions, although there are stories of how the 
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bottles and packages are sometimes thrown away and 
often not used.65 

This influence of excessive medication under the 
English system is reported to have extended beyond the 
scope of the insured. A recent report describes the 
~ituation here: U6 

At the Sanitary Congress, Dr. G. H. Pearce, health officer of 
Batley, Yorkshire, deliyered his presidential address, in which 
he criticized the national insurance system. He said: "A large 
proportion of the medicine dispensed today under this system 
is both useless and unneces,ary and an entire waste of money. 
Cnfortunately, the patient does not believe this and insists on 
having his bottle. The general practitioner who tells the 
majority of his patients that they do not need medicine will 
soon require much smaller consulting rooms." It will be noticed 
that this condemnation extends beyond the insurance system 
to medical practice in general. The English working class has, 
in the words of the late Sir Frederick Treves, "a craving for 
bottles of medicine which is second to the craving for strong 
drink." However, in the case of insurance practice the evil is 
intensified, for the craving can be indulged in without any 
additional payment, while in private practice it costs something. 

Patients dissatisfied with insurance service, which 
they receive without cost, flock to quacks, who must be 
paid for their sef\'ices. A circular issued by the 
German Association to fight quackery says: 67 

Do you know that there are in Germany, according to official 
statistics, 12,942 quacks? These do not include all the traveling 
representatives of patent medicine firms (Heilmittelfirmen), the 
numerous astrologists, chi romancers, and similar miracle 
workers. 

Do you know that the quacks hare a hundred and fifty 
journals of their own concealed under intellectual, religious, 
cultural or mystical-occult cloaks through which they conduct 
an irresponsible advertising of their nostrums? . . . 

Do you know that ill Germany there are more than twenty 
large nation-wide organizations of quacks with hundreds of 
subordinate unions and thousands of local groups? 

A speaker 68 at a meeting of the Dusseldorf Medical 
Society declares that the total number of quacks in 
Germany exceeds 50,000. Austrian physicians com­
plain of a similar plague. It cannot be charged that 

65. \Yinands: Zentralhlatt fur Reichsversicherullg und Reicbsyer· 
sorgung, June 1930, p. 2eO et seq 

66. London letter, Journal A. ~l. A., July 22, 1933, p. 293. 
67. AerztHehe Mitteilungen, ~larch 18, 1933, p. 254. 
68. :-'liinebener mediziniscbe \\'ochenschrift. July 21, 1933, p. 1153. 
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insurance creates quackery, for some countries with 
insurance systems have comparatively few quacks, 
while in some noninsurance countries they exist in 
fairly large numbers. But the evidence cited proves 
that free medical service does not prevent a large scale 
practice of quackery. 

Reference has already been made to the great expan­
sion and peculiar position within the systems of such 
auxiliary services as hospitals, clinics, baths, labora­
tories and sanatoriums. Where these are operated by 
public authorities they become a form of additional and 
expensive subsidy to the insurance scheme. Insurance 
patients, especially in hospitals, are, in practically every 
country, cared for on a semi-indigent basis at far less 
than the actual cost of hospitalization. While the 
amount of the indirect subsidy so given must run into 
tremendous sums, it is never included in the cost of the 
operation of stlch systems.6

" 

The British societies, if able to accumulate a surplus, 
after supplying the services required by law, are per­
mitted to offer "additional benefits" as a means of 
attracting contributors. These take a number of forms 
-dental service (the most popular), hospitalization, 
extra cash, convalescent care, and so on. This has, in 
one respect at least, the same effect as is produced in 
schemes in which the societies are permitted to own and 
operate medical institutions. These "additional benefits" 
become "selling points," whose value is overstressed. 

The printed reports and other publications of the 
societies in all countries always emphasize the value of 
the services furnished directly by the institutions. The 
number of roentgenograms and physical therapy treat­
ments in society laboratories, the number of insured 
sent to society owned hospitals, baths and cures, is 
always a matter for boasting, while the number of visits 
by physicians is a matter of loud complaint. 

The physicians also complain of the tendency con­
tinuously to raise the income limit of those admitted to 
insurance. In Austria all limits have been removed for 
government employees, although many of these have 
large incomes in addition to their salaries. This has 

69. A similar shifting of costs in workmen's compensation is described 
in Medical Relations Under \Vorkmen's Compensation, 1933, pp. 86-89. 
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practically annihilated the few previously remaining 
remnants of private practice.70 

There are a number of reasons that lead the societies 
to press for every additional extension. Every increase 
of scope not only adds to their political and financial 
power but, by narrowing the field of private practice, 
renders the physician more helpless to fight lay domi­
nation. 

The conflict between physicians and societies has led 
to an international organization of both sides. The 
International Association of Physicians (Association 
professionelle international des medecins) has its head­
quarters in Paris and its governing body is composed 
of the secretaries of yarions national medical associa­
tions and includes practically all countries having sys­
tems of health insurance and some other countries not 
having insurance systems. The association devotes its 
attention to the economic and social side of medicine, 
and particularly to the relations of the medical profes­
sion to sickness insurance. It has conducted a number 
of exhaustive inquiries into all phases of such insur­
ance, and after four years of discussion, in September 
1931, unanimously adopted a series of statements 
embodying the attitude of the variolls associations rep­
resented toward sickness insurance. In considering 
these it must be remembered that, in practically all the 
countries represented, these associations were faced 
with an accomplished fact in the shape of existing sys­
tems of insllrance and did not discuss the question of 
the introduction of such systems where they do not 
now exist. This statement, which follows, may be 
assumed to represent the attitude of physicians to sick­
ness institutions in countries where such institutions 
exist (italics in original) : 

PREAMBLE 

I. The International Professional Association of Physicians 
fully approves, for the economically weak class of society, the 
principle of social insurance, which constitutes a great social 
advance, as well as a powerful factor in the prosperity and 
well being of the nations. 

II. The principles herewith set forth represent only those 
provisions which, by the very fact of its fundamentai role in 

70. Stritzko, Joseph: Die Aerzte Oesterreichs und die Sozialversicher· 
ung, Die Arztfrage, 1926, pp. 102·121. Re\'ue Internationale, Kovember 
1929, pp. 52·54. and February 1933, pp. 57·61. 
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the operation of sickness insurance, the medical corps has a right 
to insist on. 

III. In formulating these principles, as the result of long 
and comprehensive investigations, and as conclusions based on 
these investigations, the International Professional Association 
of Physicians has been guided, not alone by solicitude for the 
special interests of the medical corps, but above aU by its duty 
toward all the sick, and by the necessities for the proper func­
tioning of the insurance societies. 

But it maintains that ouly the closest cooperatioll between the 
insurance societies and all other institutions of social insurance 
with the representatives of the organized medical corps guaran­
tees the proper functioning of sickness insurance and its 
development. 

IV. It is necessary that the practicing physicians be heard, 
through their professional associations, in the preparation of 
laws and regulations concerning sickness insurance and also in 
all modifications in the course of their application. The physi­
cians are the natural pillars of sickness insurance; they have a 
full right to be heard on this subject. The International Pro­
fessional Association of Physicians insists on this point with all 
its energy, backed by the indisputable defects-becoming more 
and more evident-committed by the majority of existing legis­
lation, as a result of the absence of the practicing physicians. 

V. The International Professional Association of Physicians 
also emphatically demands the autonomy of the medical service, 
including the material and moral illde!>i:lldCllce of the physician, 
and this in the interest of the patients themselves. 

It is proper, to be sure, that the medical corps remain always 
outside all conflicts of a political or religious character that 
may arise within the directing committee of the societies and 
that the position of the medical corps and the physicians shall 
not be affected by any changes whatever in the composition of 
the directing committees. 1f()reover, experience has shown 
that in those countries where the physician is given a dignified, 
honorable and influencial position in relation to the sickness 
societies, and where the medical profession preserves the liberal 
and independent character of the practice of medicine, there is 
the most fruitful development of sickness insurance. 

VI. The International Professional Association of Physicians 
is of the opinion that sickness insurance, whether compulsory 
or voluntary, ought, from the social point of view, to be applied 
only to those persons who are incapable of meeting the neces­
sary costs of medical care in case of sickness from their own 
resources. The field of insurance ought, therefore, to be limited 
by a maximum income, which is determined by the conditions 
of living in each country, with due consideration of all interests, 
including those of the medical corps. 
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VII. The socially insured in every country should be entitled 
to receive medical care up to the age limit which entitles them 
to old-age insurance or to care by analogous institutes. 

I t is also clear that the idea of social insurance cannot be 
realized if the members of the family of the insured (direct 
members: wife and minor children) do not share the benefits 
of sickness insurance. 

VIII. In order not to remove the moral responsibility of the 
insured in his daily life, in order to secure a normal and healthy 
practice of medicine, and even in the interest of the sick, insur­
ance legislation should always require the inslired to share in 
the cost of medical care and drugs, which share may be very 
modest, but a share fixed by the law. The application of this 
principle should be adjusted to the special conditions and needs 
of each country, but it should not result in a situation where 
those who have the greatest need of the relief furnished by 
the societies are deprived of help. (Subsidiary aid to the 
indigents should be furnished by some organization.) 

For the same reason the cash payments during sickness should 
be so calculated as to exclude the temptation of the insured to 
abuse the benefits of insurance. But it is to be understood that 
the application of these principles should be varied to meet the 
special conditions and needs of each country. 

ORCA NIZATION OF MEDICAL SERVICE UNDER 

SICKNESS INSVRANCE 

IX. The International Professional Association of Physicians 
declares that its first duty is to proclaim that one of the prin­
cipal factors in healing is mutual confidence between the patient 
and his physician. This implies the free choice of physician by 
the patient. (Freedom of confidence.) The International Pro­
fessional Association of Physicians therefore demands, as a 
condition sine qua non of good functioning of medical service in 
sickness insurance that free choice be written into the text of 
legislation in all countries. 

This free choice implies that "all" physicians authorized to 
practice in the country shall be qualified to care for the insured, 
subject to the reservation that they adhere to the agreements 
concluded in each country between the societies and the organ­
ized medical corps, of which every physician ought to be a 
member. 

The principle of free choice shall be considered as maintained 
even if, in the rural sections, in consideration of special situa­
tions, choice is restricted to the nearest physician. 

X. At all times, in general, in order to determine the rela­
tions between the societies and the medical corps, it is necessary 
to conclude collective call tracts between the regional or local 
societies and the corresponding professional medical groups. 
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1n those countries where the law requires that contracts be 
made between the societies and the organized medical corps, it 
is desirable that the respective delegates deal directly among 
themselves, without the intervention of any so-called impartial 
body, the members of which are too often incompetent to deal 
with the matter and are apt to rest their decisions on insuffi­
ciently justifiable bases, thereby not only endangering the inter­
ests of one of the contracting parties but also damaging the 
later good functioning of sickness insurance. 

If such organizations as committees of arbitration do, never­
theless, exist in certain countries, the physicians should have 
equal representation on these, appointed exclusively by the 
organized medical corps. 

XI. Every physician accepting the terms of the contract shall 
have the right to care for the patients of the society, without 
the latter having the power to designate certain special physi­
cians, which would be contrary to freedom of confidence and 
free choice of physician by the patient, which should be limited 
only for very special and grave reasons, such as the proved 
unworthiness of tIle physician. 

It is necessary to guard with jealous care to see that pro/cs­
sioltal secrecy is observed in sickness insurance. In the interest 
of the good functioning of the societies it is useful for the 
physician to state the causes of the days of sickness. But the 
medical corps of each country should determine the regulations 
on this point with the government or with the organizations 
according to national customs. 

XII. The care of medical specialists, as well as hospitalization 
of the sick in case of need and according to the course of the 
sickness, should be guaranteed to the insured. 

The latter should also, if the budget permits, be given the 
benefit of further medical treatments and all therapeutic agencies. 

XIII. In the interest of the sick, and in order to assure them 
of the most efficient care, the physicians cannot accept any 
restrictions on their right to prescribe and must have the power 
to order all useful and irreplaceable medicaments. The medical 
organizations should always, on the other hand, seek to suppress 
all expensive and superfluous medication, or what might be 
called "luxury treatment." 

As to the duration of the care given to the insured the Inter­
national Professional Association of Physicians is of the opinion 
that the medical services of insurance should be extended to 
cover the total duration of illness, or of an accident and its 
results, up to recovery or decease, or until the moment when 
the insured is admitted to a home or other social institution (old 
age or invalidity insurance). 

XIV. It is contrary to a proper pract:ce of medicine that the 
payment of physicians should be by a fixed sum to a group 
(au forfait global), or by a fixed amount as a salary without 



75 

regard to the service given. As to other modes of payment 
of the physician, such as according to the medical act, or accord­
ing to the number of insured on the physician's Jist, whether 
payment is by the society (third party payment), or by the 
patient (direct payment) it is necessary to leave the choice to 
each nation, according to the desires of each professional medical 
group, which thus follows the customs of each national 
cdlectivity.71 

XV. The administrative cOlltrol of the patients should be 
conducted by the care of the societies. The professi01101 medical 
COlltrol should be exercised by the physicians, or by the medical 
councils approved by the societies in agreement with the medical 
group. The tecllllical cO/ltrol, wherever it is indispensable, may 
be exercised only by a physician, under the form of a consul­
tation between confreres, permitting the treating physician to 
explain his position with complete frankness and freedom and 
with perfect equality. 

But it is to be emphasized that the physicians charged with 
the control of sickness insurance can successfully fulfil their 
role only if they possess the confidence of the treating physician, 
if they have an extemive experience with the problems of social 
medicine, and if tbey sbow great tact in the exercise of their 
functions. Moreover, only these qualities will assure tbem that 
cordial cooperation which is legally due them from the practicing 
physicians. 

XVI. On the subject of legal control of professional relations 
the International Professional Association of Physicians is of 
the opinion that, since certain countries have established "medical 
institutions," charged with supervision of such work of the 
physicians engaged in insurance practice as· deals with certifi­
cates of incapacity for work, economical prescribing, furnishing 
special appliances, etc., these institutions ought to be chosen 
in agreement with the professional medical groups and be 
sufficiently independent of the insurance organizations to be able 
to base their decisions exclush'ely on technical considerations. 
The participation of laymen in this work of control is not 
acceptable, since their decisions would lack technical judgment. 

71. All of the sections in the text were adopted unanimously. The 
section which follows failed to receive a unanimous \'ote, as Dr. Cox of 
the British Medical Association expressly declared that he ,'oted againt 
it: "Direct payment of the physician by the patient guarantees a healthy 
and nlOral practice of medicine and tends to be extended little by little 
in the countries haying systems of sich."ness insurance. The insured and 
the physicians who have li\'ed for decades under a regime of payment 
through a 1hird party may not always pa~s to this new method of paying 
menkal honora:-iurn5. with<Jtlt a slow ano methodical preliminary pre. 
rJration of the pU!J\ic min<i. which will he a.ll the more necessary in 
tho::;e countrie-s whe:-e the gJ'a\'e re-sdts of the world crisis cause esptciaJ 
resistance to (he 5~;dden jntronth,~tion of any ch:mge. and it is the opin. 
jut) of the General Cotllll'il of tile International Professional Association 
of Phy:::icians that a distltlbance \,f the relations between patients and 
physicians might aggravate the social sickness." 
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XVII. The better the administration of the society is organ­
ized from the; medical points of view, the more useful and 
effective will be the medical service supplied to the insured. 
To secure this object, in the special interest of the patients, 
the International Professional Association of Physicians believes 
it to be natural and equitable that whatever is related to the 
medical service should be studied and regulated in agreements 
between the societies and the delegates of the medical groups. 
It follows that the medical corps should be represented in all 
phases of the administration that affect medical service. 

The Intertlational Professional Association of Physicians 
declares that the insurance societies should act only as inter-
1I11!diaries between the patients and the physicians, pharmacists, 
hospitals, clinics, dispensaries, sanatoriums and preventoriums, 
but that they ought not themselves to operate either the factories 
producing pharmaceuticals, nor the hospitals, dispensaries, sana­
toriums, preventoriums, etc. 

XVIII. For all disputes and litigation, whether between 
society and physician or between the insured and the physician, 
there should be established special tribunals in which the inter­
ests of the disputants are equally represented, with the right 
of appeal, either to a special higher j udisdiction or to the 
ordinary tribunals. 

XIX. The International Professional Association of Physi­
cians approves the equal representation of employers, insured 
and physicians in the institutions of sickness insurance wherever 
these deal with questions of a medical character. 

The International Professional Association of Physicians 
maintains in the very interest of social insurance that not only 
those who contribute by their payments should participate in 
the administration of social insurance, but also those who by 
their work assure not simply the operation, but the very exis­
tence of these institutions. 

CONCLUSION 

The International Proiessional Association of Physicians has 
kept in view, not only the professional and ethical interests of 
the physicians, but, above all, the interests of the sick, all of 
whom should, whether rich or poor, be assured of receiving 
the best of care. 

That the representatives of the insurance societies should 
respect the rightful interests of the physicians, as well as those 
of the patients, and that the physicians respect, along with the 
interests of the patients, the rightful interests of the insurance 
societies, constitute the indispensable conditions for any proper 
solution of the probkm of sickness insurance. 
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CHAPTER V 

SOME GENERAL PROFESSIONAL AND 

SOCIAL EFFECTS 

It has already been noted that sickness insurance is 
one phase of the final results of the tendency of an 
industrial civilization to force a recalcitrant profession 
into industrial patterns. The "status" of a profession 
is to be destroyed by placing its members in the "con­
tract" relation of employees of an industrial organiza­
tion which will distribute medical services according to 
commercial principles. The personal relation of patient 
and physician is to IJe supplanted by a purely "cash 
nexus," such as now i orms the only connection between 
the purchaser and the producer of shoes, clothing, food 
and other commodities. 

This means the destruction of the essentials of pro­
fessional life. Thereiore every profession has resisted, 
with all its strength, every such effort to force it to 
follow the evolution of industry. Not alone physicians 
but lawyers, artists, the clergy, architects and all mem­
bers of professions have insisted that there are certain 
conditions involved in professional status which, if 
destroyed, also destroy the value of the profession's 
services and its contribution to society. 

Among these essentials of professional status are 
control of its standards of preparation, work and ethics 
by a professional association, the unrestricted right of 
each individual to exercise his own judgment as to his 
work within the limits of professional and legal control, 
and the maintenance of personal relations between the 
member of the profession and those whom he serves. 

That certain evils have sometimes followed the exer­
cise of this individual liberty in all professions is freely 
admitted. These evils are generally due to invasions of 
commercialism and relaxation of professional control. 
They are aggravated by every additional effort to sub­
stitute commercial for professional control. 

These standards have been maintained by some of 
the professions for many centuries through various 
transformations in the industrial, political and social 
environment. \Vheneyer one of these environments has 
succeeded in destroying these standards, not only the 
profession but also the society in need of the profes­
sional services has suffered. 
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Those who are advocating schemes of sickness insur­
ance will at once deny that any such attack on the pro­
fessional status is contemplated. There is no need to 
impute insincerity to this denial in order to prove its 
inaccuracy. It is just because broad social reactions 
are largely unconscious that they are so irresistible. 
The proof that this is the real intent and will be the 
ultimate effect, unless the efforts of those who are seek­
ing to direct professional effort into industrial and 
commercial channels of evolution are defeated by the 
resistance of the professions, is found in the results 
already attained and in the frankly avowed position of 
the administrators of established systems of insurance. 

There is an "International Conference of National 
Unions of Mutual Societies and Sickness Insurance 
Societies," which includes the carriers of sickness 
insurance for nearly 100,000,000 insured and depend­
ents in all the principal European nations. This organi­
zation, like the International Association of Physicians, 
has issued statements of its official position. At its 
fourth general assembly, held in Dresden, Oct. 19-22, 
1930, it adopted a report on "Methods of Controlling 
the Medical Service in Sickness Insurance," from which 
the following extracts are taken: 72 

It is not the insured patient but the insurance institution 
which supports the cost of medical treatment. Sickness insur­
ance has, to a certain extent, broken up the complex of rela­
tions previously existing between the patient and the physician 
in the economic field. The economic relations existing between 
the practitioner and the patient are, however, not completely 
abolished but find themselves reestablished on another plane, 
since the insured patient may pay dues into the insurance 
institution for a long time before he calls for medical assist­
ance. He thus pays the cost of his own treatment the same 
as a private patient, but he does not do this directly but instead 
furnishes his payment indirectly. The result is that the insured 
does not feel during his sickness the same worry which the 
non insured feels, even the most prosperous, perhaps uncon­
sciously, when he asks for the services of a doctor. 

From the economic point of view the free practitioner is a 
small business man (petit exploitant) who freely exercises his 
profession in his own locality with the aid of the means of 
production which he possesses. This economic liberty has been 
always greatly restricted by instructions, principles and regula­
tions established by the state, medical organization, etc. The 

72. Compte Rendu, pp. 168, et seq. (italic. in original). Jauniaux, A.: 
Cent Anne. de Mutualite en Belgique, pp. 100 et seq. 
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free practitioner is then, in most cases, not a free little business 
man in the original sense of the term, but is an artisan in his 
home. 

The free practitioner can rise above this economic standard 
only if he becomes a "medical entrepreneur" possessing a large 
or small institution employing a more or less numerous body 
of wage workers. It is true that the doctor controlling insuffi­
cient economic resources may extend his clientele. But he 
cannot change the method of his exploitation. The difference 
between the free practitioner working alone and the proprietor 
of a medical institute with a certain personnel consists in the 
extent of his exploitation but not in its form. 

The free practitioner is in a measure replacing the small 
exploitation by the large, through the method of combining 
the services of several confreres on a cooperative base. This 
form of medical practice is, however, very rare. 

A genuine great exploitation, according to modern economic 
conceptions, is, as a rule, possible only if it is supported by 
corporations, especially by insurance institutions. These exploi­
tations, which take the form of establishments applying definite 
curative methods, such as dispensaries and clinics, do not, in 
principle, recognize the free practitioner. The doctors working 
in these exploitations are, as a general rule, employees, and it 
is of no importance if they also carryon a private practice. 

If we examine the advantage of the two systems from the 
point of view of the patient and the insurance institution it 
seems indisplltable that the great medical exPloitation 'With 
hired doctors is clearl}' superior. In the first place it shares 
all the advantages common to all great exploitations: better 
utilization of equipment, better division of work, economic 
security for employees and the possibility given to a doctor of 
getting rid of all material cares and of directing all his 
attention to the patient, etc. 

The collaboration of several doctors, including specialists in 
the various fields, makes it possible in the beginning to diag­
nose the disease more rapidly and more accurately, to increase 
the knowledge of each practitioner, to direct the patient to the 
most appropriate treatment, etc. The collaboration of several 
practitioners also involves a permanent control of the profes­
sional work of the doctor. The chief doctor in a center of 
treatment constantly watches the work of his assistants, who, 
in turn, exercise a control on the orders given by the chief 
doctor. Even the auxiliary medical personnel exercise a cer­
tain surveillance. of which it is not necessary to exaggerate 
the importance. Finally, the employed doctor is independent 
of the patie,!t. He can apply the treatments according to his 
scientific conceptions and to the extent of his medical knowl­
edge. without considering the purely subjective desires of the 
patient. which may in no way correspond to the demands of 
medical science. 
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These same advantages are not found in the small medical 
exploitation. As these small exploitations are far the most 
numerous, and as there is no reason to expect their abolition 
in the immediate future, it is necessary to secure the advan­
tages of the great exploitation wllile using the small. The 
strict enforcement of the rules of economical treatment which 
may be obtained by a serious control of the medical service of 
the societies is insisted on in order to get rid of at least a part 
of the inconveniences of the small exploitation. 

This statement deserves some analysis and comment. 
The calm assumption in the first sentence that the "cost 
of medical treatment" is supported by the "insurance 
institution" perfectly illustrates the tendency, previ­
ously discussed, of an institution to develop its own 
personality and interests independent of, and even hos· 
tile to, its members who create and support it. The 
resulting effects on the insured member of being 
relieved of his "worry" have also been considered. It 
is also to be noted that the treatment is to be conducted 
"without considering the purely subjective desires of 
the patient." He is to form the impersonal material of 
the medical industry. 

The demand for the complete industrialization of 
medical practice is set forth as the aim of insurance in 
a bolder form than most of the critics of such insurance 
have ever assumed to be the objective of its advocates. 

At the same meeting Karl Scheck, director of the 
Insurance Societies of Upper Austria, maintained that 
sickness records should be kept in the society office and 
not be open to the practicing, but only to the controlling, 
physician. 78 

It may be replied that these statements express only 
the attitudes and objectives of the carriers and that they 
need not be accepted in the organization of any system 
of sickness insurance. But they are backed by far 
stronger forces. The International Labor Office is 
undoubtedly the most powerful propagandist of com­
pulsory sickness insurance. It was instructed to act in 
that capacity by its governing body. the International 
Lahor Conference. at its tenth session. in July 1927. 
This body is composed of the representatiyes of the 
\'arious goYernments belonging to the League of 
K ations and also of the labor and employer organiza­
tions of these countries. ~ 0 physician is a representa-

73. Compte Rendu, pp. 67·68. 
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tive .. -\ t this session a "Draft Convention" was adopted, 
which has become the guiding program of the Inter­
national Labor Office and the affiliated nations. One 
of the clauses of the section on "Organization" of this 
Com'ention reads: H 

Among the fundamental principles . . . are that sickness 
insurance should be administered by self-governing institutions, 
that sllch institutions should be under the supervision of the 
public authorities, that the institutions should not be carried 
on with a view of profit, and that the insured persons should 
take part in the management of the sel f-governing institutions 
and should have at least half of the voting power on their 
managing bodies. 

Quotations already given trom recent statements of 
official representatives of the International Labor Office 
show that this policy of reducing members of the medi­
cal profession to the contract relation of supervised 
employees of law-governed insurance institutions is still 
maintained by that central organization. 

Those who are urging a reorganization of medical 
service along insurance lines in the United States may 
5ay that since this country is not a member of the 
League of Nations there is no need to follow these 
policies. The reply is that a study of the representative 
~tatements in support of insurance schemes here shows 
the same attitude. The majority report of the Com­
mittee nt1 the Costs of Medical Care and the writings in 
support oi sickness insurance schemes show the same 
desire to develop the "large exploitation" of medical 
practice through groups, medical centers, clinics and 
insurance, and the same tendency to place the control 
of such institutions under lay management. The whole 
history of industrial and contract practice, both within 
and without the system of workmen's compensation, 
repeats the story. Everywhere there is the same ten­
dency to destroy professional status and personal con­
tacts between producers and consumers of professional 
service, and to substitute the contract relations of a 
lay employer hiring physicians supplying an impersonal 
market. 

Unless all professional experience and professional 
opinion in the past have been wrong. it is the duty of 
the medical profession to oppose this tendency with all 
its resources if it is to preserve the standards of medical 

74. Official Report of Proceedings, p. 279. 
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ethics, scientific impartiality and personal sympathy 
that are the essentials of good medical service. If 
any system of sickness insurance is ever introduced in 
the United States, its general social effects will depend 
in a large degree on the success of the profession in 
resisting these tendencies of the present advocates of 
such insurance. 

While the objective is seldom definitely stated by 
American proponents of sickness insurance, it must 
never be forgotten that the original purpose of such 
insurance was to relieve the poverty caused by sickness 
in families with insufficient wages and that this purpose 
still, even if unconsciously, dominates most of the 
activity in its behalf. Those who are 1110st active in its 
advocacy are employers who pay these insufficient 
wages ancl philanthropists and social workers \vho are 
concernecl almost wholly with relieying the evils of 
poverty. 

There is no question of the tremendous importance 
of the problem of pO\'erty in relation to sickness or of 
the great necessity of relieving it. There are many 
questions about the place of sickness insurance for the 
cure or alleviation of poverty. It may be at once 
admitted that insurance helps to spread the burden of 
sickness among all those with insufficient incomes who 
are insured. If, as is usually the case, the average 
income is below the "tandard required for a healthful 
existence, the payments for insurance may reduce that 
standard of living still further. 

If, as in Germany, over $300,000,000 annually is 
expended through the channels of the regular insurance 
administration, it may prove so great a burden on the 
whole class as to deprive the insured of many things 
more necessary to health than the sort of medical ser­
vice received. \Vhile there is no intention of entering 
into a discussion of the merits or demerits of the whole 
system of social insurance as a means of relieving 
poverty, the tendency to exaggerated expansion of such 
systems is raising some very serious questions in 
Germany.15 

The sum of all of these contributions that a laborer meets 
in the course of his life or is met for him is tremendous. It 
amounts to 15 to 17 per cent of his income. According to the 
calculation of Hartz, a laborer with a weekly wage of 36 M. 
in the course of a year contributed 260 M. Calculated at com-

75. Krtscbntr. lIf.: Zur Praxis der Begutacbtung, 1931, p. 11. 
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pound interest, he pays during his life, from 21 to 60 years, 
enough to create a capital of 33,000 M (about $8,(00). For a 
miner with a weekly wage of 60 M. ($14) who is required to 
make social contributions of 27 per cent of his wages, this 
amounts to 16 M. weekly and 850 M. annually. It amounts 
from 21 to 60 years of age, with interest to a capital of over 
100,000 M. ($24,000). He could easily live on the interest of 
his capital after reaching 50 years of age and leave the capital 
to his children, who would then be raised to the envied position 
of a comfortable middle-class family. Our social legislation, 
however, simply takes this money away and compels the insured 
to work until he is 60 years old and then to content himself 
with a very small pension and to leave his children in the class 
of propertyless proletarians. 

It is not simply that much of the burden of sickness 
alld medical senice for an un fortunate minority is 
spread oYer a whole class that is least able to bear 
additional burdens, \\'itll ,ome possilJle relief of the 
resources of priyate philanthropy and public poor 
relief. but the medical sen'ice is also "spread," as has 
been shown, over a great body of insured who have no 
real need for it. In fact. there are many examples that 
indicate that the senice is spread so thin that it is of 
little value to those who reall\' need it. 

It is impossible to obtai~ complete and accurate 
figures of the total cost of sickness insurance in any 
country. It is easy to get totals of the operation of 
certain phases of the system, which show that over 
S300,OOO,000 in Germam' and over SI60.000,OOO in 
England and correspondi~g amounts in' other countries 
are expended annually through the channels of the 
regular insurance administration. But these sums take 
no account of the great amounts that are spent indi­
rectly in local and national subsidies through reduced 
charges for hospitalization. laboratory service and so 
on as well as for administration expenses not directly 
charged to the insurance accounts. In Denmark, for 
example, the insured are hospitalized at almost nominal 
rates. 76 

The first effect of nearly every effort to organize 
medical senices with the objecti\'e of reducing the cost 
of medical care is to di\'ert a considerable percentage 
of the money collected to the cost of management. Of 
course, if that management is so efficient as to accom­
plish more ",ith the remainder than the entire sum 
would ha\'e accomplished without organization. there 

;6. XewshoIme: International Studies, volume I. p. 56. 
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is a posItIve gain. Systems of sickness insurance are 
too complex to permit any such analysis as would prove 
whether such efficiency exists or not. It is noteworthy 
that in Germany while the average cost of administra­
tion in recent years has been a little over 9 per cent, in 
some societies it reaches as high as 18.4 per cent and 
in one case, at least, is more than the amount paid to 
the physicians. 77 

Some idea of the social effects of insurance may per­
haps be gained from the degree of satisfaction with its 
workings in the different countries. This is, of course, 
an extremely difficult thing to measure, but there are a 
number of signs that help in judging the degree of 
satisfaction. First of all, it is true that in no country 
\vith a system of compulsory health insurance is there 
any mO\'ement, with any prospect of success, demand­
ing the abolition of the s),stem.'8 There seems to be 
fairly general agreement, even among the sharpest 
critics of the system, that it offers some improvement 
in regard to certain preinsurance conditions. 

There are numerous considerations that prevent the 
acceptance of these facts as indicating general satisfac­
tion. In most countries the insurance societies have 
such great political power (which does not always 
reHect the sentiments of their members) and the possi­
bilities of purchasing votes through insurance benefits 
are so attractive to the politician as to make it almost 
impossible to organize any movement for the abolition 
of insurance.'9 Furthermore, provisions for medical 

;7. Aerztliche IIlitteilungen, Feu. 13, 1932, p. 130. See also Report 
of British Ministry of Health, 1930, V. 267. 

78. G. F. McCleary (;\'ational Health Insurance, p. IS) points out 
that recent opposition in France. eSlJecially among agriculturists, indicates 
that this generalization may require some mouification. 

79. Lick, E..: Soziale Versicberungen und Soziale Gesundheit, pp. 
63-64, lists three reasons why in spite of such dissatisfaction there is so 
little open hostility to sickness insurance in Germany: (1) the political 
situation; (2) the large num~}er of the population dependent on the 
system ("the 70,000 employees of social insurance are not going to saw 
off the limb on which they are sitting"); (3) lack of "civil courage" to 
attack a national institution that ha5; been so long pointed to as an 
example of "social thinking." 

\Ybile Dr. Liek is perhaps the best known critic of the illsurance sys­
tem, it must be noted that he is not to be consiuered as all absolute 
antagonist of the principle of social insurance. In an article in the 
Schweizerische 1I1edizinische \\'ochenschrift, ~Iay Ii, 1930, pp. 466·471, 
which as a whole is an attack on insurance, he says: 

"If, without prejudice, we consider this e\-idence, we must first of 
all firmly maintain: The idea of social insurance was preeminently 
worthy of a great civilization, a road that must, under all conditions. 
have ~been entered upon. There are still many old doctors among us 
who lived in the old uninsured days: they paint the conditions with 
shudders. How often did a long sickness or a serious accident to the 
supporter bring tile whole family to despair and _ the bitterest necessity! 
1 myself ha \'e not outlived the echoes of this time. It was not until 
the beginuing of the present century that the agricultural laborers were 
protected against sickness and disease." 
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care for the underpaid previous to insurance in most 
countries were far worse than exist at present in the 
modern nations \vithout such systems. There was, for 
example, no such extension of public and private 
medical facilities for this class as exists in the United 
States. The situation that prevailed in Great Britain 
was far more typical. Here there were a host of volun­
tary insurance schemes that degraded the medical pro­
iession and provided a most unsatisfactory service. 

The Majority Report of the Committee on the Costs 
of i-Iedical Care, which recommends sickness insurance, 
says: 80 "It is probably true that in the United States, 
except for some rural areas, a much larger amount of 
medical service is ayailable, and is actually obtained, 
even by low-wage-earners, than was the case in any 
European country during the period when its health 
insurance system was developing." lJ nder such con­
ditions as prevailed in these European countries, almost 
any change was an improvement. 

The International Association of Physicians sent out 
an elaborate questionnaire on the workings of sickness 
insurance and published the replies in its Revue Inter­
llationale in August 1931. Each medical association 
was asked to express an opinion as to whether the 
system of sickness insurance in its country was gen­
erally satisfactory to the insured and to the physicians. 
The replies are given in the last t\VO columns of table 3. 

Reports were receiyed from nineteen nations. Only 
four of these stated that the system was generally satis­
factory to both the insured and the physicians: Bulgaria. 
Denmark, Great Britain and Holland. In the last 
named country, insurance applies only to industrial 
accidents. In France and Sweden the physicians were 
reported to be satisfied but not the insured. In 
1\ ovember 1932 the Bulgarian Medical Association 
reported that the societies had succeeded in changing 
the law so as to destroy free choice of physicians and 
permit the societies to gi\'e medical service almost 
exclusively through medical institutions such as clinics 
and dispensaries \\'ith salaried physicians. s1 A bitter 
fight followed with all the customary effects on service. 

The distinguishing character of the two generally 
satisfactory systems-British and Danish-is that these 

so. Puhlication 28, p. 128, 
81. Re\'ue Internationale, );o\"t'Illhtr 1932, lip, I(}1-10~. 
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are the only ones of long standing in which there is the 
least lay control of medical service, and where the pro­
fessional associations playa dominating part. As has 
already been noted, the Danish system has since been 
changed from a nominally voluntary to a completely 
compulsory system, and no word has been received as 
to the effect of this change on the degree of satisfaction 
of the insured or the physicians. 

Another test of satisfaction is gained from a study 
of the mass of discussion, and criticisms in the various 
countries. Here again interpretations and definite con­
clusions are difficult, but it is certainly true that critics 
are tho:! most prolific writers. Such writings are a seeth­
ing mass of condemnation, criticism and demands for 
far-reaching changes in existing systems. Even in 
Great Britain there have been repeated investigations 
by royal commissions and parliamentary committees, 
which have recommended fundamental alterations in 
the system, including the suggestion that the "Approved 
Societies" be entirely divorced from the scheme. 82 

The evolution of sickness insurance to its present 
position, with some of the consequent changes, has been 
traced. But, as has also been noted, that evolution 
shows no signs of stopping. On the contrary, every 
system is continuously considering important changes. 

One proposal is so fundamental and has been so 
strongly urged in so many countries that it deserves 
special consideration as indicating the degree of dis­
satisfaction, and a tendency to reverse some previous 
lines of evolution. From many sources comes the 
demand that the attempt to distribute the whole burden 
of medical care and relief during sickness be abandoned 
in fayor of a return to individual responsibility for a 
portion at least of that burden. 

The Swedish, ~ orwegian. French and Chilean sys­
tems have always required the insured to bear a portion 
of the burden when the sen'ice is given. In Denmark. 
Switzerland and Luxemburg only a part of the cost of 
drugs is paid by the insurance system. It is noteworthy 
that complaints of excessive practice and overmedica­
tion are seldom heard in these countries and that they 

82. See comments of Sir Henry Brackenbul y in Supp1ement to British 
~ledical Journal, July 15, 1933, pp. 25·26, where he raises questions 
as to the success of the British Health Insurance in meeting its ohjec­
tives. See also A. 1\1. A. Bulletin, :-';ovember 1933, pp. 120·122, where 
Sir Henry nrackenhury's statements are reproduced and discussed. 
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haye not S110\V11 any such alarming increase In "mor­
bidity" as has characterized other systems. 

It 'would not be fair to instance the charge of 12 cents 
for each illness and a similar amount for prescriptions, 
provided by the "emergency degree" in Germany as 
being motivated by an intention to reform sickness 
insurance in this direction, although the action was jus­
tified by some of its defenders on the ground of com­
pelling the insur-ed to share immediate burdens. The 
main object was undoubtedly economy, but its unex­
pected effects on "morbidity" have raised a flood of 
?iscussion involving some of the basic principles of 
!I1surance. 

A far greater impulse in the direction of limiting the 
distribution of the burden to a portion of the expense 
of sickness has been supplied by the system of private 
sickness insurance. which has grown very fast in 
Germanv since the war and which now has more than 
three million members.83 

The Sllccess of these schemes seems to rest on three 
principles: first, they apply only to catastrophic and 
not to minor sicknesses; second, they pay only a certain 
percentage of the cost of any sickness; third, they fix 
a maximum amount that will be paid in any case.8f The 
amount paid is usually between 70 and 80 per cent of 
the cost of medical sen ice. according to a fee schedule. 
The insured go to any physician they choose and deal 
with him exactly as in private practice, or under the 
French system, and then receive a percentage of the 
fixed fee from the insurance company. This plan has 
by no means furnished a "solution" of the problems of 
sickness insurance. It is still selective. Its limit of 
care (llsually for twenty-six days in one year and thir­
teen days in the succeeding year) leaves many painful 
cases of suffering to be cared for in other ways. Its 
scope is necessarily confined largely to those with at 
least fairly high incomes as compared with the mass of 
wage workers. It has, howeycr. suggested and strength­
ened some proposals as to lines of possible better 
deyclopment of insurance. 

83. Zillessen: Die private K:-a;lkenyersichert..;ng u!:d ihre Beziehun· 
gen zum Arzt, 1930, p, S, Finkenccth Kurt: Kra"ke"hi'ie und Gesund­
heitsfiirscrge durch die Aerzteschaft. p. 93 et. seq. 

84. Zitlessen: Die priva:e Kral~~e~lYer5.i('hen!ng und ihre Bezieh'JngetJ 
zum Arzt, pp. 12·13. 
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A large number of German writers. apparently with 
a considerable follo\ving (at least until the Nazi revo­
lution) are urging the substitution of some form of 
compulsory saving or other plan by which there will be 
less of a general distribution of the burden and more 
individual responsibility, while at the same time retain­
ing sufficient of the features of the present system to 
relieyc the excessiye burdens that now fall on indi­
yiduals with catastrophic sicknesses. It is now coming 
to be recognized not only that the whole subject of 
sickness insurance is so almost inconceivably complex 
and involves such a multitude of uncertain social and 
personal factors that experiments should be preceded 
by far more inyestigation than has hitherto preceded 
action. but that eyen a fter such im'estigation progress 
lllust still be largely by trial and error. 

In Germany, and also in some other countries with 
long experience with compulsory insurance, there is a 
strong movement, especially among physicians (although 
by no means confined to them) in favor of some sort 
of compulsory system of saving as a substitute for 
insurance as at present operated.85 

There is considerable variation in the details of the 
proposals of these various writers, but all involve the 
principle of segregation of all or part of the contribu­
tions of the insured and of returning a certain portion 
at death or at the age when an old age pension is 
granted or else to offer a cash reward or suspension of 
contributions to those who haw not asked the aid of 
the fund for a certain period. A similar plan has been 
vigorously urged by P. Speck lin, a physician with a 

85. Hartz. G.: l'\eue Wege in der Sozialpolitik. 1929. Muller 
Arthur: Zwangssparsystem statt Soziah+ersicherllng, 1919. Liek, Erwin: 
Soziale Versieherungen und Volksgesundheit. 1929. Zeisler, August: 1m 
Kampf gegen \'ergewaltigung dureh den Staat. J 931. Hartz, Gustav: 
Eigenthum oder Rente. 1930. Bacumer, \\'aldemar: Die Krankenver-
sieherung, Jetzt ein Flueh umgestaltet ein Segen hiT das Volk, 1930. 
The intentions of the Nazi government were outlined hy Hanenkamp in 
the Aerztliehe Mitteilungen. l\lareh II, 1933. pr. 223,225, where he sa)'s 
concerning this phase of the subject: "The exact form that this funda­
mental reform will take cannot be stated today. A certain role wil1 ce 
played by th~ idea of directing insurance into a compulsory savings 
sy~tem. As is well kIlown, this idea bas for a long time been active in 
the public mind and has been discl1~sen by the medical profession. In 
medical circles it has been differently estimated; some have welcomed 
it strongly. . . . The national socialist movement has declared itself 
for the development of the idea of saving but has coupled this with 
the proposal for fundamental changes. State ~ecretary Dr. Krohn in an 
interview with the representati\·e of a great rlatly paper has declared that 
he saw POssiflifities in a sound comhination of insurance and s:n-ings. lT~ 
thought-and that is important for t1S~-to be sur~ only of the cash insur­
ance, not of sickness insurance." 
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long prc\\'ar experience under the German system at 
M ulhouse. '" 

The demand of the medical assoCIatIOns that the 
insured be indiyidually required to meet some share of 
the medical expense at the time it is incurred is receiv­
ing such wide support that, in spite of the opposition 
of the societies, it has a good prospect of adoption into 
sCYeral of the older systems and will probably be incor­
poratcd into any that may be established in the future. 

There would thus appear to be a general reaction 
against such an excessiye distribution of the burden 
of sickness as so completely to destroy the sense of 
indiyidual responsibility t:lat, as a final result, the total 
burden is greatly increascd. . 

This raises the hotly debated question of whether 
insurance is suitable to meeting the risl, of sickness. 
Like most disputes, this tends in part to be a question 
of definition. If insurance is defined simply as a means 
of distributing costs, it becomes almost synonymous 
with taxation and can be made to cover almost any form 
of expenditures. But if the meaning is to be confined to 
a method of meeting risks which are beyond the control 
of the individual but which can be accurately calculated 
for a large number of cases and the risk distributed 
according to that calculation, it is highly questionable 
whether the insurance principle can properly and suc­
cessfully be applied to the costs of sickness. 

These conditions apply to fire, death, old age, ship­
wreck. storm, accidents and numerous other risks 
against which insurance has long been successfully 
applied. These are the causes of exceptional losses, 
seldom desired by the individual on whom they first 
fall, and are susceptible of sharp definition and definite 
cash appraisal. But the whole experience of sickness 
has proYed that sickness is an indefinable condition, 
frequently desired by the insured individual, and 
therefore created in part by insurance itself. Its 
compensation in terms of medical service is almost 
incalculable. Its incidence is so much due to subjective 
causes that all actl1arial tables regarding it have been 
pro\'ed yalueless. The British system was founded on 

S6. P'C5SC medicale. Feh. 26 and :lIarch 6. 19"9; also ill British :lledi· 
cal Jat:rnal. January 25. 19~O. supplement, pr. 25':28. See also 
:lIcCleary. G. F.: .\ational Health Ill3urance. 1932, pro 157·159. For 
similar movement in Austria see AUg'llstin, Gisela: Klinische \Vochen­
schrift, Feb. 13, 1932. 
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the use of one of the most extensive tabulations ever 
prepared, yet in less than twenty years those tables 
were foulld to have reckoned the risk at only about 
one-half \"hat was actualh' encountered under the 
operation of a nation-\\·ide 'compulsory system. Data 
already quoted have ~hown that "morbidity" risks 
under insurance \'dry far more according to the wishes, 
interests and attitude of the insured than according to 
any pathologic conditions." 

There are no standards by which to calculate the cost 
of treatment. Statistics on the aye rage number of visits 
and drugs required per patient year, so meticulously 
and expensively collected by industrially and commer­
cially minded lay administrators in many systems, are 
of little practical value. None of these standards of 
required service are based on a yardstick that measures 
the '·will to get well," which is today the decisive factor 
in determining "morbidity" as well as treatment sta­
tistics. X either do they measure the attitudes of the 
physician: yet these are most important factors. 
:\ verages are altogether deceptive, because they cannot 
be adj llsted for the most important element in their 
variations. It has already been sho\\'n that such varia­
tions are due far more to the effect of industrial and 
economic changes on the emotions and desires of the 
insured than to any recognized pathologic conditions. 

Efforts to measure the value of a physician's services 
by a time clock and medical treatment by averaging the 
price of prescriptions are only monotonous repetitions 
of the foolisl·lncss of applying the standards· of com­
modity markets to the application of medical or other 
professional services. Some acl\'ocates of sickness 
insmance have tried to meet this logical dilemma by 
comparing medical service under sickness insurance to 

87. HEncl'gh lIas not orelJ m;:;de of the fact that the actuarial basis of 
the Xational 111~l1ranCe Act is all wrOl1e:. It was based on the sickness 
statistics of the flld friendly societies, which were' altogether rliffere;lt 
from the i1re:o;ent conditions. There was nothing at all approacbing the 
present sick:I{,:'-~ among the olel memhers of friendly societies: there is 
twice the ar.:Ollnt of work now. They were all picked members, the funds 
belonged tn the members, and they felt a personal interest in them. I f a 
member thought annther was staying on too long he woehl soon report it 
to the secretary, who regarded it as confidential information and acted 
on it. As Dr. Cox told the societies at the meeting ~t Ramsgate, it is 
the alteren outlook of the members that is the callse of increased claims, 
and not tlle linC'tors' certificates, 1 f some of our Itaders would speak out 
as r):ail~1y ns- In' did, people WI)ll111 re.;;pect the f'roir~'iion more. By a 
quiet acquiescence and neg1ect to hit back people tfunk we are in the 
wrong." Arthur E. Larking, ~f.D" British )ledi~al Journal, Nov. ?, 
1931, supplemeut, p. 266. See also Rappleye, \\. c.: Pennsylvania 
Medical Journal, }'fay, 1933, p 602. Report of Royal Commission on 
National Health Insurance, 1926, AppendIx A. 
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repair service under automobile insurance. The com­
parison further illustrates the original logical confusion. 
Human beings are not machines; physicians are not 
mechanics who can always give an accurate diagnosis, 
and there is no supply of spare parts with which tf' 
make repairs. At every stage of the automobile 
example, cash standards are readily available for us; 
they are absent at every stage of sickness insurance. 

All this does not prove that there is no need for 
appropriate arrangements to assist low income classes 
in meeting the unequal burden of medical care, but the 
iacts cited do seem to justify the conclusion that all 
schemes developed by laymen from patterns formed by 
an industrial and commercial environment have made 
small contributions to the solution of that problem. 
Whatever progress has been made toward a solution 
has been made through the efforts of professional 
associations, and generally through a bitter fight with 
lay adlllinistrators. 
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