




















at to make it clear that I consider Medicare and Medicaid to have been one of the
jor social advances of our time. You will note, however, that I use the past tense.
w political policies in Washington and growing budgetary constraints in state and
eral government are forcing cutbacks in these programs and moving us back to-
rds the two-class system. Charity in the private sector may once again become the
- resort for many of our indigent sick and disabled citizens. Nevertheless, the fact re-
ins that most of our people do have some sort of health insurance, and this has pow-
ally contributed to the expansion of health care services in this country over the past
eral decades, and to the changes that I have been describing in the medical profes-
n.

The Rise of Commercialism

Health insurance and third-party payment, coupled with increased specialism and the
hnology explosion, have been largely responsible for the rapid rise in health care ex-
nditures, and have created a new climate for medical practice in which there are virtu-
y irresistible incentives for doctors to become entrepreneurial and profit-seeking in
cir behavior. It has become so easy to exploit the money-making possibilities of medi-
| practice that economic incentives now play a far more important role in determin-
> the behavior of many physicians. By simply doing more procedures and tests, most
ctors can do very well for themselves—far better than ever before—even as they try
do good for their patients. The technology explosion has provided the tools and in-
rance has removed the financial restraints on their use that doctor or patient might
ve felt in earlier times. As legions of new sub-specialists graduate from training pro-
ams into this changed environment, they find it all too easy to take a fragmented,
ece-work approach to practice, leading inevitably to the excessive or inappropriate use
“established procedures and the uncritical use of unproven new ones. In this climate,
e conflict of interest that has always been inherent in the fee-for-service system takes
) larger and more disturbing dimensions, and the practice of medicine in many in-
ances now begins to resemble a business enterprise almost as much as a profession.

To illustrate what’s happening in the practice of medicine today, I submit three
-ms that have come across my desk in the past year or two. The first is a flier sent to
e by a physician in Missouri, which he had received from a midwestern counseling
smpany. It read, in part: *‘If you have been searching for a practical and prudent way
) reduce taxes and increase your income, here is an excellent opportunity to do so.
uring the last three years, individuals and corporations earning in excess of $40,000
ave purchased more than 1200 (blank) computerized ECG systems. A nationwide net-
otk of over 45 medical equipment distributors can place and service the system you
urchase with other doctors in hospitals that actually use the equipment. The doctor or
ospital using your equipment then pays you for each ECG they run, with a minimal
yonthly guarantee.”” Then the ad goes on to explain how the purchase and subsequent
ase of this cquipment provides a physician with depreciation, interest and expense de-
uctions which can lead to large tax savings.
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Another example is a personalized ad that a physician in White Plains, New York re-
ceived from the Vice President for Marketing of a medical equipment corporation. It
said: “‘Dear Dr.: You probably recognize the value treadmill exercise testing and Hol-
ter monitoring have in helping you deal more effectively with the epidemic incidence of
coronary heart disease. . . but may have questions about the procedures and how they
will fit into your setting. What better way to evaluate the role of either or both of
these valuable procedures than to take advantage of this Special Offer. . .”” The ad then
explains that the company will pay the doctor’s travel and lodging expenses to attend a
2-day professional educational seminar on exercise testing and Holter monitoring,
which is to be held in Maui, Hawaii. For those who purchase equipment, the company
offers to pay all expenses for two, for a week in a luxury hotel in Hawaii. They further
offer to train the doctor’s office staff and provide a 60-day period to evaluate the proce-
dure on a lease or rental basis. They also offer to reimburse the doctor the difference be-
tween billings, and the rental during those 60 days. This kind of appeal evidently does
not fall on deaf ears because the ad concludes this way: ‘“We have assisted literally thou-
sands of physicians to evaluate the role of these procedures in their setting. Let us send
you referrals in your area.”

These examples could be multiplied many times over in the private practice of medi-
cine, but commercialism does not exist only among private practitioners; it is also to be
found in the ivory tower. Many academic clinical departments depend to an increasing
extent on income earned from fee-for-service practice by full-time salaried faculty, and
some of them are also being affected by the entrepreneurial spirit. Not long ago I re-
ceived a letter about a manuscript being submitted to the New England Journal of Medi-
cine from the cardiology section of a well-known academic Department of Medicine.
There was nothing unusual about the letter, but the letterhead caught my eye. Under
the university seal and the names of the members of the cardiology section, emblazoned
in large letters across the page was the following advertising information: *‘Cardiovas-
cular Consultations, Diagnostic Ultrasound, Exercise Testing, Cardiac Rehabilitation,
Intra-aortic Ballroom Pumping, Cardiac Catheterization.”” The only thing lacking was
a price list for the services being advertised.

Recent Developments

Too Many Doctors

In the last decade, new developments are compounding the problems I have been de-
scribing. First of all, not only have we had a change in the manpower mix, with rela-
tively many more specialists and relatively fewer primary care physicians, but lately the
total number of doctors has been increasing rapidly due to the expansion of medical
schools. Over the past thirty years or so, there has been almost a doubling of the number
of medical schools in this country, and more than a doubling in the number of medical
school graduates. By the end of this decade, according to the Graduate Medical Education
National Advisory Committee (GMENAC), which recently studied the manpower situ-
ation very carefully, we will have about 536,000 physicians in this country. GMENAC
estimates this number to be 70,000 more than the country will need. By the year 2000,

U






the number of physicians will be 643,000, and GMENAC estimates that this will be
145,000 more than the country needs.? This rapidly expanding population of physi-
cians is already increasing the competitive pressure on practitioners to generate more in-
come by using marginal or new unproven procedures, tests and technology. As the
numbers of physicians continue to increase, and as competition from outside the profes-
sion from nurse practitioners, chiropractors and other kinds of health practitioners also
expands, the pressure is bound to grow.

Competition and the FTC

The second thing that has happened recently is a change in the government’s attitude
towards the practice of medicine. In 1975, in Goldfarb v. Virginia State Bar, the Supreme
Court ruled that the professions are not exempt from the antitrust laws when they up-
held a lower court’s application of the Sherman Antitrust Act to the Virginia State Bar,
which had attempted to establish and enforce a minimum fee schedule.? The Court said
that this was price-fixing in restraint of trade, implying that under the Sherman Act,
the legal profession (as well as the medical profession) was a trade, and that the govern-
ment had a right to protect price competition. The Federal Trade Commission, which
is the main regulatory body for enforcing the antitrust laws, has recently become espe-
cially interested in the medical profession, and has already instituted several actions
against organized medicine, the most notable of which was a suit against the AMA to
prevent it from prohibiting advertising by physicians. The AMA at the moment is lob-
bying for new legislation that would exempt professions from the regulatory authority
of the FTC, but not from the jurisdiction of the anti-trust laws. The Administration
seems to be encouraging commercialism in the practice of medicine, believing that price
competition will help to hold down medical costs. The AMA, while hoping to escape
from regulation by the FT'C, does not seem inclined to make an issue of commercial-
ism.

Advertising

In the meantime, there has been an increase in the use of commercial advertising by
physicians. A particularly flamboyant example appeared in the New York Times of Jan-
uary 22, 1982. It was a full-page ad by a group of plastic surgeons in New York, called
the *“Creative Surgical Group.’* The ad had a bold headline that proclaimed: ‘“You can
do something about the way you look,”” and it featured some pretty slick copy. Here
are a few samples: ‘‘Breasts can and should be beautiful. They needn’t sag or balloon.
What God did not give all women, we can. You would be amazed what an incredible
difference it can make in a woman’s attitude about herself. . . .Now your nose. Don’t
live with it if you don’t think it’s terrific. Noses are changeable. . ..”" The advantages
of face-lifts, otoplasties and hair transplants were also touted with equal enthusiasm.
The ad then offered readers a booklet on ‘‘a thoughtful review of cosmetic surgery”
for $1.00, and ended with the reassurance that ‘‘all surgery is performed by Board-
Certified plastic surgeons.”’

In discussing advertising by physicians, it is important to distinguish between the
.. . ¢ E .
crassly commercial advertising of the kind I have just shown you and what might be
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called informational advertising. The latter would be exemplified by a detailed profes-
sional directory, or by an announcement of the availability of medical services. Informa-
tional advertising in my opinion is perfectly consistent with the spirit of medical profes-
sionalism, but commercial advertising that seeks to promote the demand for services is
not.*

The New Medical Industrial Complex

The third recent development, and I think perhaps the most significant of all, is the
rise of what I have chosen to call the “‘new medical industrial complex.’” The purpose
of this lecture is not to dwell on this subject, which I have discussed in detail elsewhere.
But no consideration of the new commercial spirit in medicine can ignore this extraor-
dinary phenomenon. Over the past 10 or 15 years we have seen the rise of a new kind
of health care industry. These are businesses, usually large investor-owned corpora-
tions, that own or manage hospitals, nursing homes, clinics and emergency rooms,
HMO?s, diagnostic laboratories, dialysis centers, and a large variety of services and fa-
cilities that were formerly provided almost entirely by voluntary or government not-
for-profit institutions or by private physicians. It is a huge and rapidly growing indus-
try. It virtually began from scratch in the decade of the 60’s and now accounts for
roughly 15-20 percent of the personal health care delivery system in this country, with
a gross income of probably more than 40 billion dollars a year. This estimate does not
include the pharmaceutical industry and the manufacturers of laboratory and hospital
supplies and equipment.

The investor-owned hopsital industry, which is one of the largest segments of the
“‘new medical-industrial complex’’ is consolidating into a few very large corporations
that are gobbling up all the little fellows. There are now about five giant hospital cor-
porations which control almost two-thirds of the investor-owned hospital market,
which comprises about 1000 general hospitals in this country today. Some of these
companies have sales of over two or three billion dollars a year. They market their hos-
pital services just the way any profit-making company would be expected to and
they’re encouraging doctors to use their services.

Some of these companies put ads in the medical journals, which in effect say to
young doctors ‘“Where in the country would you like to practice? Would you like to
practice in sunny Arizona, or in beautiful Florida or California? We’ll take care of
you.”” Young physicians send in their credentials and practice preferences and the com-
panies place them in a hospital that they own or manage. They will set a new doctor up
in practice. They arrange loans and guarantee the first year’s income; they may offer a
rent-free office for a year: they buy equipment if necessary. And all the physician has to
do is agree to practice in their hospital.

Doctors are being wooed as customers of the investor-owned hospitals. But doctors
all over the country are also investing in these companies and in many cases they are tak-
ing an active entrepreneurial role—founding and managing all kinds of health care
businesses such as nursing homes, diagnostic laboratories, dialysis units and so on. I
don’t know the exact extent to which this is happening—I doubt if anyone has accu-

9









