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A REVIEW AND A N A L Y S I S o f health insurance 

abroad is of value to us p r i m a r i l y because this 
form of social insurance has been developed more 
extensively in other countries than in the Uni ted 
States. The difference is, however, one of degree. 
We have extensive vo luntary health insurance of 
many kinds in our own country . We also have 
extensive and substantial ly compulsory insurance 
systems under our State and Federal workmen's 
compensation laws to protect commercial and 
industrial workers against wage loss and medical 
needs resulting from accident, i n j u r y , and, to a 
l imited extent, occupational disease arising out of 
or in the course of employment. 

For historical perspective, we should recall t h a t 
the first compulsory health insurance system was 
an American development. Such a system was 
established for American seamen by Congress 
dur ing the term of our second President, through 
the creation of the M a r i n e Hospita l Service in 
1798. The original practice of insurance con­
tr ibut ions has long since been replaced by annual 
appropriations from general revenues, and the 
Mar ine Hospital Service has evolved into the 
United States Public Hea l th Service. 

Our first American system of health insurance 
developed out of the need to solve the special 
problems of sick or disabled seamen and to deal 
w i t h local burdens in the ports. I n Europe, health 
insurance has evolved out of similar but more 
general needs. I t s genesis lies in man's age-old 
quest for security. 

Before the industr ia l revo lut ion , the uncertain­
ties and calamities of l i fe were generally due to 

natura l causes or to wars, and to those instabil it ies 
inherent i n an agricultural and feudal organization 
of society. W i t h the coming of the machine age 
and the g rowth of cities, new uncertainties 
appeared. Large classes of persons who were 
w i t h o u t property became dependent on smal l 
wages and found themselves unable to establish 
ind iv idual financial reserves against emergencies. 
They sought relief f rom some economic hazards 
by banding together i n mutua l -a id societies. 
They pooled their resources into common funds 
to provide general guarantees against ind iv idua l 
needs. 

D u r i n g the f irst half of the last century this 
vo luntary mutual -a id movement increased greatly 
in scope; many m u t u a l insurance societies develop­
ed in the European countries and gained mill ions of 
members. Nevertheless, the membership re­
mained small by comparison w i t h the numbers 
who needed protection. There were too m a n y 
societies, and many were small and f inancial ly 
weak; they were too numerous in cities and too 
few in rura l areas. I n spite of valuable achieve­
ments, the vo luntary insurance movement re ­
mained inadequate as a general method of f u r ­
nishing protection against the risks of sickness. 

I n 1883, Germany established compulsory sick­
ness insurance for workers employed in commerce 
and industry . I n the course of t ime other workers 
were brought under the system; i t now covers 
nearly al l employed persons and their dependents. 
I n the years which followed the German enactment, 
the movement spread to other countries. Great 
B r i t a i n adopted its National H e a l t h Insurance i n 
1911. 

D u r i n g the last decade, health insurance re­
ceived a strong impetus when the broad French 
social insurance law became effective i n 1930. 
The Antipodes made new contributions to social 



insurance patterns when New Zealand and Aus­
tra l ia passed their comprehensive laws of 1938. 
I n our hemisphere, too, there have been impor tant 
developments which deserve mention though they 
cannot yet be fu l ly evaluated. W i t h i n the last 5 
years, Braz i l , Ecuador, and Peru have followed the 
precedent established by Chile in 1924 in adopting 
comprehensive health insurance laws. Hea l th 
insurance in South America builds on the European 
patterns, but modifies them to fit special needs and 
circumstances. 

Development of Medical Services 
Heal th insurance, l ike other types of insurance, 

is based on two simple principles: fixed, periodic 
prepayment against uncertain future losses; and 
d is t r ibut ion of risks among groups of persons. 
Just as insurance against death is called life insur­
ance, so insurance against sickness is known as 
health insurance. 

I n the beginning, vo luntary health insurance 
was p r i m a r i l y concerned w i t h protect ing the i n d i ­
v idual against loss of earnings dur ing periods of 
illness. I n Europe today, though the vo luntary 
clubs and societies of workingmen have been ab­
sorbed into nat ional compulsory systems, their 
original aims persist; in many countries the system 
is s t i l l operated ma in ly for the sick or disabled 
wage or salary earner. He receives a cash benefit 
to replace in par t the earnings lost dur ing his disa­
b i l i t y . I n addi t ion , he receives medical care. 
W i t h only minor exceptions, medical care has be­
come one of the essential benefits furnished under 
these insurance systems. 

T o promote recovery from illness and to restore 
work ing capacity, the worker must not only have 
the means to stay at home dur ing a disabling 
illness lest his condition be aggravated; he must 
also receive the required medical services. As the 
competence, the complexity , and the value of 
medical care to the sick person increased, the cost 
of care rose and precipitated a need for insurance. 
Gradually, but steadily, the variety of medical-
service benefits was enlarged and their adequacy 
improved, u n t i l expenditures for these services 
were as much as, or more than , the amounts dis­
bursed as cash benefits. B y 1933, medical-service 
benefits i n Germany accounted for two- th i rds of 
a l l benefit disbursements. 

Under the B r i t i s h system, s ta tu to ry medical 
benefits have remained restricted to the services 

of the general practit ioner and to the provision of 
prescribed medicines and appliances—although 
l imi ted dental , ophthalmic , and other services 
have been developed as " a d d i t i o n a l " benefits 
which may be furnished out of surplus funds. 
B u t even in the Br i t i sh system w i t h its l imited 
medical services, the cost of al l medical benefits 
combined, s ta tutory and " a d d i t i o n a l , " accounts for 
a l i t t l e more than one-half of total disbursements 
for sickness and maternity benefits. 

Increasing emphasis on restoration of health— 
as against, reimbursement of wages lost dur ing 
periods of d isab i l i ty—led to the development of 
medical services not only for the insured worker 
but for his dependents as wel l . The growth and 
the increasing importance of medical benefits 
provided new opportunities for the prevention of 
illness and disabi l i ty , and created the problem of 
coordinating social insurance and public health 
services, which had developed dur ing the same 
decades but independently. 

Insurance and Public Health Services 
European countries appreciated the interest of 

the communi ty in the prevention and mit igat ion 
of sickness and disabi l i ty at least as soon and as 
ful ly as the United States. D u r i n g the period in 
which there was expansion of public health serv­
ices—in the sense in which we have been accus­
tomed to t h i n k of them in the United States— 
prevention of sickness was emphasized increasingly 
under the insurance systems. This emphasis is 
to be seen in the easy and ready access of the i n ­
sured person and his dependents to the medical 
personnel and facilities made available by the 
insurance organization and in the special provision 
of sanatoria, convalescent homes, and preventoria. 
The i n v a l i d i t y insurance systems also have, played 
a notable role in the preventive programs. 

Former ly , the concept of prevention was 
almost who l ly associated w i t h community -wide 
activities, chiefly w i t h sanitat ion and the control 
of the communicable diseases. As those classes 
of m o r b i d i t y which are susceptible to such act iv ­
ities have been substantial ly reduced, emphasis 
has properly shifted to the larger remaining field 
where prevention of sickness, d isabi l i ty , and pre­
mature death depends pr inc ipal ly upon services 
to the ind iv idua l . The greater the accomplish­
ments of the t rad i t ional public health practices 
wh i ch are communi ty -wide i n their application, 



the more i m p o r t a n t i t becomes to focus effort 
upon preventive activities which serve the 
individual . 

This principle is clearly reflected i n the benefit 
provisions of most of the health insurance systems 
of Europe. A n d the accomplishments are also 
evident. Despite smaller economic resources 
and lower standards of l i v i n g i n some parts of 
Europe, the m o r t a l i t y rates of these countries 
are, in general, not much higher than our own, 
and—as far as we can determine—the disabi l i ty 
rates of their insured populations bear similar 
relations to the disabi l i ty rates of comparable 
groups in our uninsured populat ion. I t is not an 
unreasonable assumption t h a t the statistical 
differences would have been much greater i f those 
countries had left the health of their industr ia l 
population to the mercy of ind iv idua l resources. 

The fact tha t administrat ion of health insurance 
has generally remained separate f rom public 
health services is not to be interpreted as lack of 
cooperation between the two agencies. I n Great 
B r i t a i n , for example, practitioners not i fy the 
health authorities of cases of tuberculosis. I n 
Germany, the sickness insurance funds and the 
public health authorities coordinate their a c t i v i ­
ties by means of work ing cooperatives, on which 
both agencies are represented. 

I n the Western Hemisphere, the relationship 
between ind iv idua l and environmental services 
is st i l l closer. When health insurance is i n s t i ­
tuted i n the newer countries, i t begins w i t h p r i ­
mary emphasis on health and medical services 
and w i t h lesser emphasis on compensation of 
disabil ity wage loss. A close bond is at once 
established between insurance and public health 
objectives. For example, Chile passed a com­
prehensive social insurance law i n 1924, covering 
the risks of old age, i n v a l i d i t y , sickness, and death. 
I n Chile, health insurance d id not originate w i t h 
societies of workingmen who sought protection 
against wage loss due to illness; i t was inst i tuted 
as a c ommuni ty measure because the death rates 
were unnecessarily high and because tuberculosis 
and other diseases—whose incidence is closely 
associated w i t h socio-economic factors—were ex­
cessively prevalent. 

I n 1938 the or ig inal Chilean sickness insurance 
law of 1924 was supplemented b y a preventive 
medicine act, which stresses the necessity for early 
detection and t rea tment of tuberculosis, syphi l is , 

rheumat ism, afflictions of the heart and kidneys, 
and the occupational diseases. T o make possible 
the discovery of these diseases i n the ir incipience, 
a l l persons who are covered b y social insurance are 
required to submit to a heal th examination once a 
year. Preventive rest cures are granted i f i t is 
l ike ly t h a t rest coupled w i t h t reatment w i l l lead to 
recovery or to prolongation of product ive life. 
The insured person is i n a posit ion to take advan­
tage of this benefit, because he receives f u l l pay­
ment of wages for the durat i on of the euro. The 
sickness insurance and preventive medicine acts of 
Chile are designed w i t h special regard for the bene­
fits which society as a whole derives f rom improve ­
ments i n the health of the nat i on . 

I n the social insurance budget of Chile, p r o v i ­
sions for medical and hospital services take the 
leading place. I n 1937-38, expenditures for those 
services were seven times as large as disbursements 
for cash sickness benefits, and accounted for 77 
percent of the t o t a l cost of benefits. I n the de­
velopment of i ts sickness insurance system, Chile 
lays part i cular emphasis on the construct ion of 
hospitals, the establishment of clinics, and the or ­
ganization of medical centers i n r u r a l areas. I n 
effect, where basic personnel and facilities are la ck ­
ing or inadequate to preserve hea l th or prevent 
illness, the new social insurance system at tempts 
to meet these needs. I t develops an integrated 
program, largely avo id ing the t r a d i t i o n a l d iv is ion 
of effort among publ ic hea l th , pr ivate medical 
service, and social insurance protect ion of i n d i v i d ­
uals. 

T h e same p r i m a r y concern for improvement of 
nat ional heal th is evident i n the New Zealand 
social insurance law of 1938. The entire popula­
t i o n , regardless of occupation or income, is eligible 
for the medical benefits authorized under the social 
insurance law. These benefits consist of general-
pract i t ioner service, prescribed medicines and ap­
pliances, hospital t reatment , and m a t e r n i t y care. 
A d d i t i o n a l benefits, such as specialist services, m a y 
be furnished if the finances permi t . Cash disa­
b i l i t y benefits remain l i m i t e d to persons who suffer 
a loss of income because of illness. 

Provisions for Medical Services 
A n examination of medical services under health 

insurance requires, first, a review of general p r o v i ­
sions, and second, an analysis of the special ar ­
rangements under which the medical services are 



furnished. T o understand the provisions for 
medical benefits i t is necessary to have i n m i n d 
the arrangements for the payment of cash benefits, 
and also the relationships between the two . 

Insurance against wage loss due to disabi l i ty 
follows a common pat tern which shows only 
minor variations f rom one system to another. I n 
the B r i t i s h system, the cash benefit is " f l a t " — 
t h a t is, i t is un i f o rm for a l l beneficiaries, a fixed 
amount per week; i n most other systems i t varies 
w i t h the wage of the worker , and i n some i t varies 
also w i t h the number of dependents. The m a x i ­
m u m cash-benefit period is always l i m i t e d , most 
commonly to half a year. D i s a b i l i t y lasting 
longer than this m a x i m u m is usually compensated 
under another system — sometimes called inva ­
l i d i t y insurance, sometimes disablement insur­
ance—which is more or less closely l inked w i t h 
health insurance. I n a l l cases, a w a i t i n g period 
is required ; the disabi l i ty must have persisted 
continuously for at least a few days before bene­
fits are payable. I n a l l systems, a physician 
determines whether a worker is or is not incapaci­
tated. Commonly , the cert i fy ing physician is the 
physician who attends the sick worker for t reat ­
ment and care. Thus , the physician serves as 
the l i n k between insurance against wage loss and 
the provisions for medical care. 

I n the field of medical benefits, the u n i f o r m i t y 
which is characteristic of wage-loss benefits is 
lacking. Instead of a common pat tern , then; is a 
wide var ie ty of arrangements. Lack of u n i ­
f o r m i t y arises, i n par t , f rom differences in the 
scope of the medical services which are furnished 
by the systems of different countries. For ex­
ample, the organization of insurance services is 
comparatively simple in Great B r i t a i n , which con­
fines medical benefit to the services of the general 
pract i t ioner , b u t necessarily more complex in 
countries where such services as those of surgeons 
and other specialists, hospital care, and the labora­
t o r y are included. Lack of u n i f o r m i t y in the 
medical arrangements arises also from funda­
menta l ly different concepts as to the relations 
which should obtain between the insurance system 
and the medical personnel. The different prac­
tices wh i ch have been developed are i l lustrated 
by the salient characteristics of the B r i t i s h , Ger­
m a n , and French sickness insurance systems. I n 
the fo l lowing discussion the term "med i ca l care" 
is used i n i ts narrow sense—care given to insured 

persons by physic ians—in order to avoid the com­
plex i ty t h a t would arise i f arrangements for hos­
p i t a l care, nursing, dent is try , or drugs and appl i ­
ances were included. 

Under the B r i t i s h health insurance system, 
which l imi t s medical care to that which may be 
expected from the general practit ioner, only the 
insured worker receives medical services; his de­
pendents are not eligible. Generally, the depend­
ents use the same physician as the insured worker, 
and they pay the physician pr ivate ly for services 
rendered. Care of the insured worker himself is 
remunerated by the insurance system. 

Medica l care under the German health insurance system includes the services of surgeons, 
other specialists, and hospitals, in addit ion to those 
rendered by general practitioners, and the services 
are available to the dependents. N o direct charge 
for service is imposed upon the insured person, 
except that before going to a physician he must 
pay a nominal fee which entitles h i m to medical 
care for 3 months, or for the durat ion of the 
illness if i t continues longer. 

I n contrast to the Br i t i sh and German systems, 
medical services are not actually furnished under 
the French system. I n France, an insured person 
selects and continues to go to his own physician 
as he d id prior to the introduct ion of social insur­
ance, He pays the physician his fee. Then, on 
presentation of a receipted b i l l , he is part ia l ly 
reimbursed by the insurance fund. The amount 
reimbursed is four-fi fths of the fees in a schedule 
which has been adopted by the fund. Thus , the 
insured person always bears one-fifth of the fees 
for medical services according to the schedule, 
plus any difference between the physician's actual 
charge and the corresponding fee in the adopted 
schedule. I n recent years there has been a 
tendency for the fee schedules adopted by the 
medical associations for the guidance of ind iv idual 
physicians and the fee schedules used by the funds 
for determining the amount of the reimbursement 
benefit to come closer together than was the case 
when health insurance was first introduced. But 
the amount reimbursed to the insured patient need 
no t bear any direct relationship to the amount 
charged by the physician. I t is not uncommon 
for the insured pat ient to pay 40 percent of the 
cost of medical services himself and be reimbursed 
for only 60 percent. Occasionally, the insured 
person may have to pay several times the amount 



which he receives from the insurance system i n 
reimbursement. 

I t is inevitable t h a t i n a reimbursement or 
medical- indemnity arrangement the insurance 
fund can assume only a l i m i t e d obl igation for the 
cost of medical care. A port ion of t h a t cost, which 
may be small or large, remains for the ind iv idua l 
to carry. Despite the advent of social insurance 
in France, medical care remains on a fee-for-service 
basis. Indeed, the reimbursement or indemni ty 
pattern of the French system fails to meet some of 
the fundamental requirements of health insurance. 
Fai l ing to give the ind iv idua l assurance or security 
against large medical costs, i t is n o t — i n this 
sense—really health insurance and, i n greater or 
lesser measure, fails to give the pat ient ready 
access to the physician. 

I n France, the var iety of services for which the 
insured worker may be part ia l ly reimbursed is 
much l ike that covered by the German system. 
The French system provides par t ia l reimburse­
ment for the charges made by general practitioners, 
surgeons and other specialists, hospitals, and phar­
macists. L ike the German system, b u t unl ike 
the B r i t i s h , the French system makes the depend­
ents of the insured worker eligible for the same 
benefits as the worker himself. 

A n i m p o r t a n t difference may also be noted 
among the three systems in the durat ion for 
which medical care is granted. The B r i t i s h sys­
tem, w i t h the l imi ted medical care of the general 
practit ioner, grants the medical benefit indefi ­
nite ly . The French system giants its reimburse­
ment, benefits for the first 6 months of illness; 
but if, at the expiration of the 6 months, the 
worker is entit led to an i n v a l i d i t y pension, the 
benefits are available for an addit ional 5 years, 
though dependents' benefits cease at the expira­
tion of 6 months. I n Germany, when; the medical 
benefits are perhaps most extensive, medical care 
for insured workers is l imi ted generally to 6 months 
w i t h i n a year, and for their dependents is l imi ted to 
3 months. As an addit ional benefit, a number of 
German sickness insurance funds extend the dura ­
tion of medical services for their members beyond 
6 months up to a year. Medical and ins t i tu t i ona l 
t reatment may also be granted under i n v a l i d i t y 
insurance, which is designed for long-drawn-out 
disabilities. B u t for the m a j o r i t y of insured per­
sons in Germany, medical care is l i m i t e d s t r i c t l y 
in po int of t ime. 

Choice of Physician 
The most i m p o r t a n t characteristics of insurance 

medical service are determined, i n the f irst in­
stance, by the policy control l ing admission of 
practit ioners to insurance practice and the choice 
of practit ioner by the insured person. 

I n the three countries considered here, the 
principles of open admission and free choice are 
followed most l i tera l ly i n France. There, the 
insured person or his dependent may go to any 
physician who is authorized to practice medicine. 
Upon presentation of the receipted b i l l for medical 
services rendered, he is ent i t led to reimbursement. 
The only i m p o r t a n t l imi tat ions on free choice i n 
France apply to consultations, the services of a 
specialist, surgical operations, or special t reat ­
ments. Unless the special service is authorized 
by physicians employed by the health insurance 
fund , the insured may forfeit the r i g h t to r e i m ­
bursement. 

I n Great B r i t a i n , a l l licensed physicians are 
free to engage i n insurance pract i ce They have 
only to have their names entered on the local 
panel of insurance physicians, indicat ing their 
willingness to accept the st ipulated s ta tutory 
arrangements and to render the medical services 
which insured workers are entit led to have under 
the health insurance laws and regulations. The 
insured workers have the r i g h t to go to any phys i ­
cian whose name is on the local panel, subject to 
the l i m i t a t i o n t h a t a physician may not have 
more than 2,500 insured persons on his l i s t , a 
figure which has been increased to 3,000 to meet 
the exigencies of the war. A physician may refuse 
to accept a worker who wishes to be placed on 
his l i s t . The insured may change f rom one 
physician to another at any time i f the change 
has the approval of bo th physicians, or he m a y 
change at quarter ly intervals on his own i n i t i a t i v e , 
g iv ing a month 's notice i f he lacks his physician's 
approval . 

I n Germany, the principle of free choice has not 
always been followed. For a long t ime many 
insurance funds obtained the services of phys i ­
cians on a contract basis, and i n the larger cities 
the funds developed extensive group-clinic fac i l i ­
ties w i t h l i m i t e d staffs. Such arrangements were 
strongly and b i t t e r l y opposed by medical asso­
ciations. Since 1933, these contractual arrange­
ments between ind iv idua l physicians and 
ind iv idua l sickness insurance funds have been 



replaced by provisions under which, w i t h i n l i m i t s , 
a l l physicians who meet st ipulated requirements 
are a d m i t t e d to insurance practice and the i n ­
sured persons have free choice of the local phys i ­
cians who are so admit ted . The physician who 
wishes to engage i n insurance practice must have 
been authorized to practice medicine in Germany, 
and must have had at least 2 years' experience in 
practice i n a hospital , as assistant to an insurance 
pract it ioner i n rura l areas, in medico-scientific i n ­
stitutes, i n postgraduate s tudy , or otherwise. I f 
a physician meets these requirements, he must 
then undergo a short in troductory course of i n ­
struct ion i n insurance practice. 

Regulations l i m i t the number of physicians who 
may be admit ted to insurance practice in each 
local i ty i n Germany ; the m a x i m u m number ad­
m i t t e d is one for every 600 insured workers, and 
the number of specialists m a y n o t exceed 40 
percent of the to ta l number of physicians. The 
responsibil ity for deciding who shall be entit led 
to enter insurance practice rests w i t h a local 
committee of admission appointed by the Asso­
ciation of Sickness Insurance Physicians, an 
organization which has official status and includes 
al l insurance practit ioners. Thus , the decision 
on admission to insurance practice rests w i t h the 
organized group of insurance physicians rather 
t h a n w i t h a governmental body or w i t h the i n ­
surance fund . A n appeal m a y be taken from the 
local committee of admission to the national 
authorit ies . 

Duties of Physicians 
The duties of insurance physicians are s imilar 

i n various systems. I n Great B r i t a i n , the insur­
ance physicians are required to give their insured 
patients a l l proper and necessary medical services 
which are considered w i t h i n the competence of 
general practit ioners and to cert i fy incapacity 
when i t exists. 

France attempted to preserve the private 
relationship between physician and pat ient which 
existed prior to the introduct ion of the social 
insurance law. However, the physician in France 
accepts certain new obligations when he treats 
insured persons. I n addit ion to g iv ing a receipt 
for fees paid , he must furnish a signed statement 
i f he considers a consultation w i t h other phys i ­
cians desirable or i f he believes t h a t the pat ient 
needs specialist's services, a surgical operation, or 

hospital care; he must aid the insurance fund in 
supervising patients by not ing on the report slip 
such instructions as he has given relative to 
exercise, rest, confinement to the house; he must 
accept the disciplinary machinery of the medical 
association; and he agrees to issue the certificates 
of incapacity needed by the health insurance 
funds for the administrat ion of cash wage-loss 
benefits. 

The duties of the German insurance practitioner 
are more extensive than those required of physi­
cians in Great B r i t a i n or France. He must give 
medical a t t ent i on to insured persons, inc luding al l 
medical treatment and special services of which he 
is capable; he certifies the pat ient for hospital 
t reatment ; he prescribes special measures of treat­
ment ; he recommends that the patient be admit ted 
to a convalescent home, or sanator ium; he gives 
in format ion about industr ia l and other accidents. 
F ina l ly , as in Great B r i t a i n and France, he 
certifies disabi l i ty . 

Supervision of Physicians 

Under al l three systems, there are provisions 
for the supervision of the medical treatment given 
by insurance practitioners to their patients, but 
this supervision is circumscribed in order to guard 
against the danger of interference w i t h the work 
of the physician. I n cert i fy ing disabi l i ty , the 
functions of insurance physicians depart most 
notably from those ord inar i ly performed by private 
practitioners. When acting as a cert i fy ing officer, 
the physician participates in determining the 
disbursement of public funds and therefore comes 
under the restraints necessary to safeguard such 
disbursements. I n each country , the health 
insurance fund is entit led to obtain a second medi­
cal opinion as to whether or not an insured worker 
is disabled and should receive cash sickness bene­
fits. The funds frequently use this privilege, 
part i cular ly in cases in which the disabi l i ty is of 
long durat ion . The supervision of medical care 
and of certification is usually carried out through 
separate mechanisms. Each deserves closer 
inspection. 

I n Great B r i t a i n , the review of d isabi l i ty cer t i f i ­
cates is the responsibility of a staff of salaried 
physicians known as regional medical officers. 
This staff is employed by the M i n i s t r y of H e a l t h , 
no t by the health insurance societies. The 
approved societies, which administer the cash 



sickness benefits, may at any t ime request the 
medical reexamination of a person i n receipt of 
cash benefits, and most of the examinations per­
formed by the regional medical officers are made 
upon such request. The practic ing physician is 
invited to at tend the review examination. The 
services of the regional medical officers are also 
available to the panel physicians who wish to 
obtain a second opinion from another physician, 
but these services are only rarely requested. 

The regional medical officer advises the approved 
society whether or not cash benefits should be con­
tinued. He visits panel physicians to review, and 
instruct them i n , recordkeeping, economical pre­
scription of drugs, and certif ication of d isabi l i ty , 
and—on request—may give advice as to improved 
can; of patients w i t h persistent d isabi l i ty . 

I f a pat ient , another physician, or one of the 
insurance agencies charges an insurance prac­
tit ioner w i t h neglect, the complaint is referred, not 
to the regional medical officer, but to a subcom­
mittee of the local insurance committee—a sub­
committee consisting of equal numbers of doctors 
and insured persons. On the basis of the findings, 
the insurance, committee, which includes repre­
sentatives of insured persons, the doctors, and the 
public, decides on the penalty, which is usually a 
fine. I n cases of gravest offense on the part of the 
doctor, the insurance committee may recommend 
to the Min i s te r of Heal th t h a t the physician be 
denied the privilege of insurance practice for a 
longer or shorter period. Before rendering a 
decision, the Minis ter refers such cases to a com­
mittee consisting of an attorney and two practic ing 
physicians. I f the complaint deals w i t h l a x i t y in 
certif ication, extravagance, in prescribing medi ­
cines, or failure to keep proper records, i t is 
referred to the local panel committee of physicians 
elected by the local insurance practitioners. F r o m 
the decision of this committee there is an appeal, 
in the final instance, to the Min i s te r of H e a l t h . 

In France, the insurance authorities have no 
r ight to interfere; in the relations between the 
insured and his physician. B u t the reimburse­
ment pattern carries the separation of insurance 
and medical practice so far that the funds must 
invoke checks and controls to safeguard their 
finances. The reimbursement of excessive, medical 
service could bankrupt the system. Accordingly, 
the insured person is required, on pain of losing his 
benefits, to cooperate w i t h the control activities 

of the insurance authorities. He must allow the 
supervisory medical staff of the health insurance 
fund to which he belongs to investigate his con­
d i t i on through personal interview or medical exam­
inat ion in his home or at the headquarters of the 
fund. I n some of the largest funds the super­
visory organizations have become elaborate d iag­
nostic centers w i t h staffs of specialists and w i t h 
extensive laboratory, X - r a y , and ancil lary equip­
ment . I f i t is discovered t h a t a medical b i l l sub­
m i t t e d by an insured person is unjustif ied or t h a t 
a worker has been certified erroneously as disabled 
for work , the fund may w i t h h o l d the reimburse­
ment . B u t the physician engaged by the health 
insurance fund must not express any diagnostic 
opinion in the presence of the insured person, nor 
may he comment on the treatment given by the 
at tending physician. I f he disagrees w i t h the 
attending physician on the condit ion of the insured 
patient , he must confer pr ivate ly w i t h the prac­
t i t ioner . 

The French supervision of medical treatment 
is in the hands of the organized medical profes­
sion itself, and is exercised by the discipl inary 
councils of the local medical associations. Whether 
or not physicians are members of the medical 
association, they are deemed to accept this dis­
c ip l inary control when they sign insurance slips 
for their patients. F r o m the decision of the local 
disciplinary council, there is an appeal to a nat ional 
council, consisting exclusively of physicians, and, 
f inally, an appeal to a governmental t r i b u n a l , 
which is not exclusively medical i n composition. 

I t w i l l be noted t h a t i n the French system i t is 
the insured, rather than the physician, who is 
closely and direct ly supervised and discipl ined; 
i t is the insured who may suffer a financial loss 
if the physician of the insurance fund disagrees 
w i t h the attending physician. B u t , inevi tably , 
such supervision of the insured has i ts repercus­
sions upon the attending physicians. When the 
insurance law was being drafted, great care was 
exercised by the medical association to m a i n t a i n 
undisturbed the t rad i t ional status of the French 
physician. However, the almost to ta l independ­
ence left to the physician led to the development 
of controls which in the end are probably more 
extensive and more onerous t h a n those found i n 
countries where the insurance system actual ly 
guarantees medical service rather than reimburse­
ment or indemni ty . I t is no t surprising t h a t many 



physicians i n France complain about bureaucratic 
contro l over their act ivit ies . 

I n Germany, the staff of physicians who review 
claims for d isabi l i ty benefits is independent of the 
health insurance funds which administer cash 
benefits. The reviewing physicians are employed 
by the regional office i n charge of administer ing 
i n v a l i d i t y insurance, which is responsible for the 
payment of cash benefits dur ing chronic or 
permanent d isabi l i ty and therefore has a v i t a l 
interest i n the early discovery and effective t reat ­
ment of serious disease or d isabi l i ty . These 
salaried physicians not only review the worker 's 
incapacity , b u t they also have a voice i n deciding 
when a worker should receive treatment i n a 
hospital , a sanatorium, or a convalescent home; 
they must be consulted when the attending 
physician prescribes medical appliances; and they 
express an opinion on whether the benefits pre­
scribed by the insurance physicians are necessary 
and economical. I n addi t ion , the supervisory 
medical officers cooperate w i t h other govern­
mental authorit ies i n matters of public health , 
i n so-called "eugenics," and i n the prevention of 
disease. 

Under German arrangements, as under those 
prevai l ing i n France and Great B r i t a i n , the super­
visory medical officer m a y not interfere w i t h 
medical t reatment given by the insurance phy ­
sician. He submits his opinion on the worker 's 
incapacity and on the desirabi l i ty of ins t i tu t i ona l 
t reatment or prescriptions of drugs and appliances 
to the sickness insurance fund . The medical 
officer's opinion on questions of incapacity is 
b ind ing upon the fund . I f the advice of the 
supervisory medical officer regarding hospital 
t reatment or prescription of drugs and appliances 
should be i n conflict w i t h the recommendation of 
the insurance physician, the fund makes the final 
decision. 

The supervision of the medical activit ies of 
insurance physicians i n Germany rests w i t h a 
purely medical organizat ion—the Association of 
Insurance Physicians. The Association may take 
action against a pract i t ioner by means of a w a r n ­
ing , a fine, or through temporary or permanent 
exclusion f r om insurance practice. I f the meas­
ures taken by the Association against an offend­
ing member of the profession appear inadequate, 
the sickness insurance fund has the r i g h t to refer 
the m a t t e r to a higher medical board. 

Remuneration of Physicians 
F r o m a professional po int of view, the remunera­

t i o n of insurance physicians is secondary to these 
more fundamental questions concerning who may 
furnish the medical-service benefits, the relation­
ship of the insurance physician to the insurance 
f u n d and to his insurance patients, the supervision 
of insurance practice and the l imi t s of such super­
visory service. Y e t the problems of remunera­
t ion have been brought into prominence by the 
beat of public discussion. These problems have 
sometimes been confused for lack of clear distinc­
t ion between issues concerning the method or 
basis of remuneration and those concerning the 
amount of remuneration. 

I n most countries, health insurance is confined to 
employed persons w i t h small incomes. Unless 
government subsidizes the system, the funds which 
are available to provide cash and medical benefits 
are such as can be collected from law-income 
groups and f rom their employers. The lower the 
l i m i t i n g income of the insured persons, the more 
l i m i t e d the financial resources. Furthermore , the 
lower the income level of the insured population, 
the larger the volume of m o r b i d i t y and disabi l i ty , 
and the greater the need for benefits. The insur­
ance finances are, therefore, stretched in most 
countries to do as much work as possible, and 
there are only l imi ted funds w i t h which to pay 
insurance physicians. I n many cases, the phy­
sicians have complained that the rate of remunera­
t i on for insurance practice is inadequate. Such 
evidence as is available indicates, however, that 
the insurance remuneration equals or exceeds the 
corresponding remuneration paid by uninsured 
groups in the population w i t h a similar economic 
status. 

I n Great B r i t a i n , 9s. a year for each insured 
person is set aside from the health insurance pool 
for the purpose of paying physicians for insurance 
services. The tota l national sum is allocated by 
localities in proport ion to the number of insured 
persons. W i t h i n each local ity , the insurance phy­
sicians themselves decide the basis on which these 
available funds are to be d istr ibuted among them. 
Though the medical benefit regulations give them 
a choice of a capi tat ion system, on attendance 
system, or a combinat ion, the capitat ion method 
is now i n general use by the physicians' own 
choice. Each physician receives from the fund 
9s. a year per insured person for whose care he has 



assumed responsibil ity. There are small add i ­
tional funds to provide allowances for mileage i n 
rural areas, for drugs and appliances, and for post­
graduate education. 

Al though the French system attempted to leave 
untouched the t rad i t i ona l method of remunera­
tion followed by patients and doctors, the adop­
tion of a reimbursement or indemnity procedure 
did not whol ly succeed in a t ta in ing this a im. A t 
first, the fees in the reimbursement schedule were 
much lower than the fees actually charged by 
physicians. I n the course of t ime, the fee sched­
ules were revised upwards, b u t the physicians' 
actual fees have had to be lowered to approach 
the reimbursement fee schedules more nearly. 

In Germany, the health insurance fund turns 
over to the Association of Insurance Physicians 
a lump sum which varies w i t h the average number 
of members of the fund and their average wage. 
Introduct ion of the wage factor has the result 
of vary ing the remuneration of the insurance 
doctors from t ime to t ime and from place to 
place, according to the earnings of the insured 
workers whom they serve, though al l insurance 
physicians are guaranteed a m i n i m u m income of 
4,000 marks a year. The Association distributes 
the lump sum among ind iv idual physicians in 
accordance w i t h agreements concluded between 
the Association and the local health insurance 
funds. The most common method has been to 
prorate the money in proportion to the services 
rendered, valuing the services according to a fee 
schedule. I f the available money is insufficient 
to pay the physicians in fu l l on this basis, a l l fees 
are scaled down proport ionately . Under another 
arrangement, the physicians are reimbursed ac­
cording to the number of coses treated. Under 
a t h i r d , the remuneration of the physician per 
case is decreased when the number of cases 
exceeds certain l imi t s to discourage unnecessary 
attendances. Under a 1939 decree, the fee-for-
service basis was abandoned for the durat ion of 
the war. Physicians receive a fixed remuneration 
which is computed on the basis of their income 
from medical practice prior to 1939. Physicians 
who are admitted to practice subsequent to the 
issuance of the decree receive a fixed dai ly remu­
neration vary ing w i t h their fami ly responsibilities 
and length of experience rather than w i t h the 
amount of services rendered. 

I n summary, France has retained the fee-for-

service system of remuneration and has combined 
it with a system of reimbursing the patients, 
Great Britain operates on the per capita system, 
and prior to the war Germany followed an attend­
ance system combined with minimum guaranteed 
income. The amount of remuneration is largely 
predetermined by the economic capacities of the 
insured population; the method of remuneration 
is determined by the physicians themselves. 
Except for periodic revision of the rate of remu­
neration in light of the finances of the system, the 
financial controversies are of only historic interest. 

Conclusion 
I t must be evident that in Great Britain, Ger­

many, and France, the three most important 
European social insurance countries, the health 
insurance systems have made sincere and largely 
successful efforts to disturb as little as possible the 
existing relationships between physician and pa­
tient. Within limitations not peculiar to, or aris­
ing out of, social insurance, all licensed practi­
tioners are free to enter insurance practice. The 
insured turns to the physician of his choice when 
in need of medical care. Free and easy access to 
the physician is encouraged. Except for neces­
sary limitation in each system and special limita­
tions peculiar to indemnity schemes, the financial 
barrier which keeps sick persons from seeking med­
ical care has been abolished. 

I n all three systems there are provisions under 
which professional groups review the medical ac­
tivities of the attending physicians. I t is pre­
cisely in France, where the practicing physicians 
have least direct relation with the insurance funds, 
that the diagnosis and treatment of insured 
patients are most extensively checked and super­
vised. This is a consequence of medical-indemnity, 
as distinguished from medical-service, insurance. 
I n all three systems the physician has the 
duty of certifying the disabled worker for cash 
benefits. Al l three systems provide for independ­
ent review of certification by a salaried physician 
not engaged in competitive practice. The review 
of medical activities and of disability certification 
are responsibilities of medical organizations or of 
medical officers. L a y administrators have little 
or no direct supervision or authority over the phy­
sician; professional practitioners are primarily re­
sponsible to representatives of their own profession. 

The quality of the care furnished under health 



insurance systems is di f f icult to evaluate because 
there are no altogether satisfactory objective 
standards. One m i g h t use as a standard the 
q u a l i t y of service formerly furnished to the same 
classes of patients i n insurance countries before 
insurance was ins t i tu ted . A l l available test i ­
mony , lay and professional, is to the effect t h a t 
such a comparison is favorable to insurance. Such 
a comparison is obviously f au l ty , however, be­
cause i t fails to take account of improvements i n 
medical practice which have been occurring almost 
everywhere i n this period. I f we accept as a 
standard the q u a l i t y of services furnished s imilar 
classes of noninsured patients b y the same or by 
other practit ioners, the record shows no clear or 
significant differences in q u a l i t y of care. I f we use 
the qua l i t y of medical care i n noninsurance coun­
tries as a standard, the results are likewise incon­
clusive. Med i ca l care i n our own country , w i t h 
or w i t h o u t insurance, provides examples i n which 
q u a l i t y is good, bad, or indif ferent. I f we could 
determine the proport ions w h i c h are of one grade 
or another, i n an insurance and i n a noninsurance 
country , such comparisons m i g h t have value ; b u t 
the author knows of no va l id stat ist ical basis for 
such an analysis. 

Careful reports f rom leading physicians in 
insurance countries support the considered op in ­

ions recorded by the professional associations that 
insurance has accelerated improvement in pro­
fessional standards of care. A m o n g the reasons 
presented by the B r i t i s h Medica l Association to 
the Royal Commission on Nat iona l Health Insurance i n 1926 for the continuance of medical benefit 
were the fo l lowing: 

" T h e amount and character of the medical 
a t tent ion given is superior to t h a t formerly given 
in the best of the old c lubs" ; "illness is now coining 
under skilled observation and treatment at an 
earlier stage than was formerly the case"; "speak­
ing generally, the work of practitioners has been 
given a bias towards prevention which was 
formerly not so m a r k e d . " 

I n the absence of objective cr i ter ia , there is, so 
far as the author can discover, no evidence that 
insurance, of itself, has affected the standards of 
care offered by the medical profession to a suffi­
cient degree, one way or another, to be of deter­
minat ive importance in evaluating insurance 
systems. There can be no question, however, 
t h a t insurance has given the work ing population 
ready access to medical services which were pre­
viously available to them only to more l imited 
extent or not at a l l , and t h a t i t has increased the 
adequacy of the medical service which the insured 
populat ion actually receives in sickness. 
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