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This paper sounds a note of caution that regardless of the type of national
health insurance program Congress will approve from among the proposals
now before it, the present defects in the organization of health services in
the United States may be strengthened rather than alleviated. Consequently,
the reorganization and redistribution of health resources required to secure
the availability of care for the greatest possible number may be hindered
rather than stimulated. Strategies for change based upon a “market’ and
“incentives” ideology, such as those implicit in the current proposals for na-
tional health insurance (as well as those in Health Maintenance Organiza-
tion proposals), will necessarily be limited in their reorganizational and re-
distributive effects, inasmuch as they leave untouched the locus of economic
and political power in the health sector; it is argued that this very locus of
power precipitated the much-quoted “medical care crisis.”

In order to achieve the necessary reorganization and redistribution of
resources in the health sector, the author believes that the locus of power
must shift from the private to the public sector, permitting the levels of fed-
eral, state, and local government to formulate a mechanism for national and
regional health planning in which public agencies would be the ones primarily
responsible for planning, regulating, and controlling (but not necessarily
owning) the distribution of human and physical resources within the health
sector. In the light of this recommendation, the present structure for nation-
al and regional planning in the United States is described and appraised.

Introduction

In the United States, a great debate in the political arena is under
way on the desirability of some form of national health insurance
which would cover most of the population for at least large medical
expenditures. From very ambitious and comprehensive insurance
programs to less demanding, categorical ones, a wide range of op-
portunities and alternatives exists from which, at least in theory, the
public will ultimately choose (Congress of the United States of
America, 1971). Much as this debate may be needed, and much as
some comprehensive form of insurance may indeed be required,
there is the risk that whatever type of national health insurance the
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Congress of the United States will pass, it may be presented as a
panacea, and the solution to what is usually referred to as the “cri-
sis of the nonsystem of the American health services.”

Implicit in this point of view is the assumption that the type
and source of financing determine the type and nature of the organ-
ization of medical care (Saward and Greenlick, 1972). However,
the experience of those countries with national health insurance
shows this assumption to be unwarranted. On the contrary, their ex-
periences would seem to indicate that although national health in-
surance may be a necessary step toward the provision of full health
care coverage for the entire population, it is by itself not sufficient
to stimulate or determine the type of organization of health services
that is required to make this commitment possible. Actually, in
most of these countries experience has shown that the insurance
system will adapt itself to the organization of medical care and not
vice versa. And when national health insurance programs were
adopted, they have not inevitably led to changes in the types of
medical practice in the delivery system! but instead have frequently
strengthened the existing patterns and types of delivery. In those in-
stances, the insurance mechanism may have acted more as a consol-
idating force than as a stimulant for change in the organization of
medical care. And changes within the insurance scheme in these
countries have not primarily been aimed at stimulating changes in
the delivery of care, but mostly at adapting the system of funding to
the needs of the already existing delivery system or at simplifying
the administration of the health insurance system. An example of
this latter possibility is the seven-kronor reform that took place re-
cently in Sweden, which changed the system of payment of physicians
from a fee for service to a salary mechanism. This change was mo-
tivated primarily by the desire of the administrators of the delivery
system for a simpler billing mechanism, and it was the administra-
tive requirements of the delivery system that determined a change
in the insurance system and not vice versa. Thus, the change in the
payment plan of the insurance system was not primarily intended to
change the organization of medical care.

Actually, where the evolution of the insurance system from
voluntary to compulsory coverage (as in most countries with na-

'The term, health or medical care delivery system, refers to the collection
of human, physical, and institutional resources that interact and interrelate
in the provision of medical and hospital services.
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tional health insurance) has caused an expansion of demand for
services, this development has often made the weaknesses of the
medical care system more apparent. The “new visibility” of the
problems of delivery, or the maximization of those already present,
may have determined a further public demand for changes in the
system of delivery of care. But these changes have then occurred
not necessarily through the insurance mechanism (using the insur-
ance as a leverage) but separately. An example of this situation is
Finland, where the increased demand for ambulatory care due to
the introduction of national health insurance in 1964 revealed great
weaknesses in the delivery of that type of care; public demand for
changes in the organization of care resulted in a new public law in
1972 aimed at reorganizing the health care system (Purola et al.,
1973). In such cases the insurance program has been a prelude to
(but not a leverage for) intensive modifications. In other instances,
however, modifications have not, or not as yet, followed the inaugu-
ration of insurance programs, e.g., the Medicare program in the
United States. Indeed, in the light of this program, which used an
insurance philosophy, it can be postulated that Medicare has left
unchanged (and some may say reinforced and strengthened) the
prevalent system of providing medical care in the United States.

The large number of possible effects of a national health in-
surance on the delivery system would strengthen the argument that
national health insurance per se is a mere billing mechanism that
may or may not stimulate change in the system of delivery of care.
Actually, it is my observation that the possibilities of insurance pro-
grams as leverage for change in the practice and organization of
care have been somewhat overemphasized in the medical care liter-
ature, without much support by empirical evidence. On the contrary,
it seems that there is more quantitative evidence in this and oth-
er countries of the reverse—of the use of insurance programs as le-
verage against instead of for change in the power structure? under-
lying the delivery system. This situation has led some to postulate
that the insurance programs are actually the response of the holders
of the locus of power in the delivery system to avoid its socializa-
tion, a strategy eloquently summarized in a line from Giuseppe de
Lampedusa’s The Leopard (1960): “If we want things to stay as

JPower structure here refers to the distribution of influence and control
among competing groups in the elements of decision making.
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they are, things will have to change. . . .” According to that inter-
pretation, insurance (first voluntary and later compulsory) is the
response of those groups at the locus of power in the delivery sys-
tem to avoid the collapse of the health delivery system for lack of
purchasing power of the majority of the population. This point has
been discussed by Rimlinger (1971), and a similar critique of the
insurance mechanism as a system of payment for health services has
been made by Lichtman (1971).

Two Systems: Insurance and Medical Care

Part of the confusion in considering national health insurance as the
solution for the medical care “crisis” arises from an apparently in-
sufficient understanding of the concept of insurance. As indicated
before, the insurance system is, primarily, a billing system whereby
insurance contributions from employers, employees, and the state
are collected to reimburse the providers, as components of the de-
livery system, for their services. However, these two systems, the
delivery system involved with the organization of health care, and
the insurance system charged with part of the funding, are separate.
For one, in all countries with national health insurance, the delivery
system is administered by different administration(s) than the in-
surance program. In Sweden, for instance, the medical care delivery
system is administered by the county authorities, who, under the
general supervision and regulation of the National Board of Health
(the equivalent of the U. S. Department of Health, Education, and
Welfare), plan, administer, and own the facilities and services in the
personal health services sector. The insurance system, on the other
hand, is run by local (county) insurance boards and, in terms of
policy and administration, is dependent on the National Social In-
surance Board (somewhat equivalent to the U. S. Social Security
Administration) and entirely independent of the county authorities.
The latter is national in scope (the standards of administration of
the local insurance funds are fairly uniform across the country),
while the former is local and varies, within certain national guide-
lines, from county to county.

In summary then, in Sweden, as in most Western European
countries, the planning, regulation, and administration of the deliv-
ery of personal health services are in the hands of different agencies
than those which administer health insurance. Thus, the failure to

226



distinguish between insurance and organization and the confusion
stemming from considering the insurance mechanism as the deter-
minant of the type of organization of medical care have led to the
erroneous assumption that a centrally financed national health in-
surance would create a monolithic national medical care organiza-
tion. Actually, Sweden has a system of centrally financed and local-
ly administered insurance, and, at the same time, great variety (too
much according to some) in the organization of health care deliv-
ery, with services that are owned, planned, administered, and par-
tially funded by the local authorities. And in view of the Swedish
and most Western European experiences, it is entirely possible that
the proposed national health insurance schemes in the United States
could be centrally financed and regulated, yet locally administered,
and still have as much variety and diversity in the organization of
health services as the public would tolerate. It is interesting to note
in this regard that most of the present political debate assumes that
variety in the delivery of health services is preferable to uniformity.
The main rationale for this value judgment is another assumption,
i.e., that variety also means more choice. It is noteworthy, however,
that little evidence has been adduced for or against this assumption,
and it is entirely possible that the opposite may be true, and that
uniformity may be a prerequisite for choice. Actually, a large num-
ber of observers of the United Kingdom and the United States
would agree with Brotherston’s (1972) statement that the average
citizen in the United Kingdom has more freedom of choice of medi-
cal and hospital care within the supposedly uniform National
Health Service than in the supposedly varied American health serv-
ices. Indeed, empirical evidence would seem to show that a certain
degree of uniformity is required to guarantee choice (Brotherston,
1972).

If the Swedish and other European experiences are relevant to
the United States, it would seem that, parallel to the political and
professional attention presently being paid to national health insur-
ance, concern should likewise center on the development of the
planning, regulating, and administration systems which are indis-
pensable for a restructuring of health services in this country. Ac-
tually, if the crisis in the American “nonsystem” is mainly due, not
to problems of financing, but, as I would postulate, to problems of
organization, then there should be a concomitant concern by the
promoters of national health insurance with organizing the health
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services system and with the process of its national and regional
planning, regulation, and administration.

The Strategy for Change:
The “Market” Ideology and Its Incentive Strategy

Actually, the growing awareness that the insurance programs in the
United States may not solve the “medical care crisis” explains the
recent arrival of Health Maintenance Organization (HMO) pro-
posals on the political scene. In these proposals, it is assumed that
money, supposedly from a national insurance scheme, would be
channeled via the consumer and by some type of prepaid funding to
certain types of practice, e.g., group practice. A basic assumption of
this strategy for change is that the supply side, the delivery system,
can be stimulated and changed from the demand side, with the dis-
tribution of resources to be regulated and guided primarily through
the “invisible hand of the market forces.” The main emphasis in
this view is on modification of existing structures by a system of in-
centives, with heavy reliance on the initiative of the private sector
instead of state (government) control, for the improvement of the
delivery system, reflecting, as Harold Laski noted (quoted in Seid-
man, 1970:205), that

most Americans have a sense of deep discomfort when they are
asked to support the state. . . . They tend to feel that what is
done by a government institution is bound to be less well done
than if it were undertaken by individuals, whether alone or in the
form of private corporations.

In the HMO and similar programs, accordingly, the money is
spent in the private sector; it is assumed that the correction of and
changes in demand (mainly through its increase in previously un-
derconsuming populations) will stimulate changes in the supply of
resources (including their distribution, type of practice, and pattern
of delivery of care). It is also hoped in this approach that the adap-
tation of supply to demand can be stimulated by a policy of selec-
tive incentives (mostly monetary) and by an increase in the overall
supply of resources. Because of the great attention that is being
paid to the HMO strategy in the “corridors of power,” it is worth
analyzing the assumptions upon which that strategy is based and
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which reflect the underlying “market” ideology that supports them.
The most recent version of this strategy, as updated by one of its
popularizers, the American Rehabilitation Foundation, is found in
a presentation to the American Enterprise Institute. Noting the
weak position of the consumer in the decision-making process in the
delivery system, the authors propose to diminish the power of the
providers and restore sovereignty to the consumer by reviving pre-
paid group practice (rebaptized Health Maintenance Organization
or HMO) and offering the consumer that choice. “The HMO
is a market-oriented approach which relies upon the stimulating and
pruning effects of competition between HMO’s” (O’Donoghue
and Carlson, 1972:12). And the consumer, once again the sover-
eign of the market, is to be the one who will choose. Within this
market world, the authors suggest there is no need for planning
since the “invisible hand” of the market forces will spontaneously
direct the allocation of resources in the health sector. Accordingly,
they propose to remove the resource allocation responsibilities of
Comprehensive Health Planning (CHP) agencies (i.e., veto power on
resource allocations and/or certification of need) since they
interfere with those market forces. O’Donoghue and Carlson
(1972) also question the representativeness of the govern-
ment agencies, indicating that planning and regulating agencies,
“as foreign experience has shown,” tend to be controlled by
the providers and by bureaucracy. Instead, they propose a
new role for the CHP agencies, that of consumer advocate
councils, which a 1a Nader will scrutinize, evaluate, and provide in-
formation to the public as to the “quality” of the providers, on
which basis the sovereign consumer may make an informed “buy.”
Also, not to leave the CHP agencies completely naked, they can
have the “power to sue (and be sued) to initiate class action on be-
half of consumers.” Since the authors exhibit great distrust of the
government, it is somewhat paradoxical that they advocate the shift
for decision and control from government agencies to the courts,
another not less cumbersome bureaucracy that is even more isolat-
ed from public scrutiny than government.

In this market model, the consumer is supposed to be the one
who ultimately decides. The authors (O’Donoghue and Carlson,
1972:17) recognize, however, that the HMO’s (and the whole
health care system) will still be controlled in a large degree by the
providers:
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. . . even if effective internal grievance/arbitration systems are es-
tablished, there are reasons to suspect that the power of consumers
may still be disproportionately low compared to that of the provi-
ders . . . HMO’s will be large organizations and it may be diffi-
cult for consumers to gain access to the decision points of such
organizations even with effective internal grievance/arbitration
systems.

It may speak of the intensity of the authors’ commitment to the
“market” ideology that they do not appear to see the conflict im-
plicit in control over the delivery system by the providers on the
one hand, and the sovereignty of the consumer on the other; this re-
gardless of how strongly the consumer’s position may be reinforced
by purchasing power and the “information service” provided by the
Consumer Advocate Council. It would seem to be obvious that the
so-called market forces, left as uncontrolled, unplanned, and unreg-
ulated by the public agencies as these authors suggest, will further
strengthen the power of what may truly be termed the “invisible
hand,” i.e., the providers.

The Weaknesses of That Strategy:
The Monopolistic Behavior of the Health Sector

In the HMO and other approaches, there is an ideological com-
mitment to a free market model of the health sector that has its
counterpart at the political level in the concept of countervailing
power and the pluralistic nature of that sector. This countervailing
power theory of the health sector accords with the political and eco-
nomic interpretation of American society expressed by Galbraith
(1956). Since that time, however, Galbraith (1967) has redefined
his pluralistic interpretation and postulates that countervailing
power has greatly diminished (if not disappeared) because of the
great concentration of economic wealth and power of decision in
relatively few large corporations.

According to the pluralistic concept there is in the distribution
of economic and political power an effective balance of the differ-
ent participating forces—the medical profession, the hospitals, the
trade unions, the private agencies, etc.—which represent the plurali-
ty of interests that compete within the system. These forces operate
under the watchful eye of the democratic state, and achieve, as a re-
sult of competition, a rough equilibrium in which everybody has
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power and no one has, or can have, too much of it. A representative
view of this pluralistic interpretation of the distribution of power in
the health sector has been presented by Somers (1972). This plu-
ralistic approach is best presented by Dahl (1959:36) who proposes

. . that there are a number of loci for arriving at political deci-
sions; that businessmen, trade unions, politicians, consumers, farm-
ers, voters and many other aggregates all have an impact on policy
outcomes; that none of these aggregates is homogeneous for all
purposes; that each of them is highly influential over some scopes
but weak over many others; and that the power to reject undesired
alternatives is more common than the power to dominate over out-
comes directly.

Based on the pluralistic interpretation of the health sector, the strat-
egy for change to correct the possible disequilibrium that may
spontaneously appear is primarily through selective incentives, with
state controls reduced to a feasible minimum. The main weakness
of such a strategy is that it leaves the present distribution of eco-
nomic and political power within the health sector untouched, and
it is that distribution which is at the root of the present problem in
the so-called medical care crisis. Indeed, the weakness of that strat-
egy stems from the fallacious notion that there is a plurality in the
locus of power in the health sector. The pluralistic view of the
health sector is, in my opinion, inaccurate and, far from providing a
guide to reality, constitutes a thorough obfuscation of it. As an
American observer has indicated, “The flaw in the pluralistic heav-
en is that the heavenly chorus sings with a very special accent. .

the system is askew, loaded and unbalanced in favor of a fraction of
a minority.” (Schattschneider, 1960:31).

Indeed, the present situation in the health sector is less plural-
istic than monopolistic, dominated by the providers in general and
the medical profession in particular, who determine the type of
practice, system of payments, type of organization, and overall
price of care that prevail in the health sector (Kessel, 1970). Ac-
tually, the fact that the medical profession and other providers
number many thousands has led some to believe that medical
services are an irrational jungle in which countless vested interests
complete for the private and public dollar. As Kessel indi-
cates, however, the fact that there are thousands of providers does
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not detract from the monopolistic behavior of the medical profes-
sion, sustained by its control not merely of the supply of the medi-
cal schools and residencies, but also of its membership and their
type of practice (excluding those who do not follow the authorized
patterns of practice), and by price discrimination, which has, until
very recently, given the American Medical Association (AMA)
a control over the health sector in a manner more powerful than
anything encountered in any industrial cartel (Kessel, 1958). It
is part of an understandable political paradox that the AMA,
usually a supporter of “right to work legislation,” has at the
same time strongly opposed a similar type of legislation for its own
members, fearful of losing control over its membership if physicians
could practice without belonging to this organization. That this situa-
tion is increasingly being challenged does not refute the monopolistic
behavior still exhibited by the medical profession. And it is this be-
havior at the economic level of organized medicine that results in its
overwhelming political influence on the health field, not only in the
private but also in the public sector. This pattern is not always in-
violable. As Posner (1971:11) has indicated,

even organized medicine cannot expect to win every legislative
battle, but it is in the nature of powerful interest groups that they
cast outlast surges of popular concern of indignation that may suc-
ceed momentarily in pursuing adverse legislation.

This influence is not exclusive; rather, the predominant and deter-
mining influence held by the “practitioners” (who control the
AMA) is shared with other groups within and outside the medi-
cal professions, including those whom Kelman (1971) calls the
“patricians” or university-based physicians who control medical
teaching institutions, the foundations, and part of the research
agencies of government, and those whom Alford (1972) has de-
fined as “the corporate rationalizers,” primarily hospital associa-
tions. These different groups overlap to a certain degree but exhibit
a uniform pattern of behavior that justifies such labels. Indeed,
these groups, while representing different and divergent interests,
are the dominant voices which influence the establishment of priori-
ties and the distribution of resources within the health sector. And
although, when defending their interests, they may be at odds and
may even represent meaningful alternatives in terms of organizing
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health services (within the boundaries of a common “free market”
ideology), they share a series of beliefs and values that are ground-
ed in their faith in the private sector, a faith that limits the bounda-
ries of discussion and the possibilities of real alternatives. Indeed,
based on their acceptance of the supremacy of the private sector
(where they are powerful), they adopt as their strategy for change
the one based on the use of incentives in that sector. By this ratio-
nale, the changes in the nature and distribution of health resources
are supposed to be achieved through (1) changes in the amount
and type of demand, (2) incentives (primarily monetary), and (3)
an increase in the size of the supply (with, it is hoped, an accompa-
nying redistribution of resources through competition and response
to demand). A symptom of the political influence of the providers
over the legislature is that most of the national health insurance
proposals for change are based on these strategies. A partial excep-
tion to this is the Kennedy-Griffith proposal, to be discussed later.

The sharing of free market values which lead to this strategy
extends also to academic centers, where the boundaries of debate
are rather limited because of the unquestioning acceptance of most
of the assumptions underlying those values. In reviewing one of
these academic debates (Eilers and Moyerman, 1971), Silver
(1971:66) has pointed out that

it is interesting that among the formidable economists propounding
or discussing, none challenges the implicit political dogma in the
presentation, which automatically puts rigid limits on the econom-
ic analyses. One is reminded of the bitter criticism leveled against
the White House advisory group with respect to the Vietnam War.
So it is here, where the brilliant minds are put to work as techni-
cians, not as thinkers.

The sharing of values which are implicit in an ideology that is all-
pervasive in academia and other communication and information
agencies makes the ideological boundaries of the present debate on
insurance extremely narrow, and has led to the dismissal (paradoxi-
cally, as too ideological, i.e., “other” ideology) of any discussion of
alternatives. This dismissal of alternatives leads to what has been
defined as the success of a system, i.e., makes unthinkable the pos-
sibility of its alternatives (Marcuse, 1964).

It is my opinion that all strategies based primarily on incen-
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tives will fail to have an effect on a reorganization of health care in
the United States which would make its resources available to all
the people. Instead, it can be argued that the most important factor
explaining the type of system or nonsystem of health care in this
country is the monopoly which the providers and especially the
medical profession hold in the economic area, establishing at the
political level a predominant influence in the decision-making pro-
cess in the health sector in the United States. Indeed, the changes in
the organization of medical care that are required to make its re-
sources available to the entire population cannot be achieved unless
there are concurrent changes in the control of the decision-making
process in the health sector; i.e., control by others than the provi-
ders over the amount, type, and distribution of these resources. This
implies a requirement for change in the system of control over the
supply of resources; that is to say, the establishment of an infra-
structure for national and regional planning in which the distribu-
tion of power is substantially altered from the present one, with a
shift from the private to the public sector. Without such control, it
is doubtful, for instance, that an increase in the supply of physicians
could improve their distribution. Instead, the most likely outcome
of an uncontrolled increase of supply would be a greater number of
overdoctored areas, with consequent overutilization of resources by
physicians.

It should be understood that I am advocating the public plan-
ning and regulating of the health sector, but not necessarily the
public ownership. I further advocate that this infrastructure for
planning and regulation should be developed within the established
political machinery of the public sector, creating a pattern of rela-
tionships following the regular political channels at the federal, state,
and local governments. The main rationale for this suggestion to
shift the level of power from the private to the public sector is to in-
crease public accountability in the health sector, to minimize the
economic control and political influence of the providers (especially
of the medical profession), and to maximize the influence of the
consumer, the citizen, in the distribution of resources.

I am aware, of course, of the risk that the private sector may
coopt the decision-making, planning, and regulating agencies in the
public sector. Actually, many examples can be cited to show that
this is happening already. At the national decision-making level, the
Nixon Administration’s recent shift of support to medical founda-
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tions, due to the influence of the AMA (Iglehart, 1972), is a case
in point. Also, Senator Kennedy’s position has changed recently in
that his proposal now allows room for medical foundations, and he
denies that it intends to control the distribution of physicians (Ken-
nedy, 1972). At the planning level, there are examples of the fre-
quent cooptation of the Comprehensive Health Planning Councils
(supposedly consumer dominated) by the providers; and at the
regulatory level, the AMA has successfully rallied support for Con-
gressional passage of the Professional Standards Review Organi-
zation legislation, initially drafted by the AMA, which confers
regulatory power over the physician’s practice on the medical profes-
sion. Actually, the fact that Congress changed its earlier position
and did not fully accept the AMA draft explains subsequent
AMA opposition. All of these are examples of the great influence
(and some may say control) of private groups over the different
organs of the state,® primarily over the executive and legislative
levels of government, and may explain the skepticism expressed by
some as to the validity of the distinction between the private and the
public sectors in modern industrial societies. Actually, it could be
postulated that the most important research for an understanding of
the organization of medical care would center on the groups that in-
fluence policy and the mechanism whereby this influence is exerted.
The ideological nature of the commitment to the private sector
(and its assumption that the consumer is the main actor) and its
prevalence in academia, government, and foundations may explain
the lack of emphasis on those questions; instead, the focus is pri-
marily on utilization studies and analysis of “consumer behavior”
(e.g., effect of coinsurance on utilization). This research focus re-
calls, as Birnbaum (1971) has indicated, much of the sociological
research in the 1960s on poverty, where most investigations were
aimed at the study of the poor, not at the study of the system that
produced them.

This powerful influence on government by economic interests,
inside as well as outside the health sector, has led some authors to
postulate that change in the distribution of economic and political
power in the health sector cannot occur within the present overall
°The term, state, includes those institutions—the government, the adminis-
tration, the military and the police, the judicial branch, and parliamentary

assemblies—whose interrelationships shape the form of the state system
(Miliband, 1969).

235



economic and political system in the United States (Alford, 1972).
This argument, however, is unhistorical in the sense that it is based
on assumptions that lack historical evidence. One such assumption,
for instance, is that the economic and professional interest groups
defined before do control government; that their overpowering in-
fluence amounts to practical control of government. But although
the state (and within it the national government) is certainly not
the arbiter of the economic and political debate, standing above in-
terest groups, as is assumed by the pluralists, it is equally inaccurate
to define those interest groups as the state. They do not constitute
the state, as was true for the landowning classes and the aristocracy
in preindustrial society. Indeed, even the enormous influence en-
joyed by those interest groups does not automatically ensure that
they do and will always achieve their purposes and can necessarily
impose their will upon the state in regard to every demand. As Mil-
iband (1969:164-165) correctly points out,

Nor is it to suggest that other organised groups of every sort have not
often waged highly successful campaigns, sometimes even against
strong business opposition. Had business predominance been absolute,
it would be absurd to speak of competition at all. There is competition,
and defeats for powerful capitalist interests as well as victories. After
all, David did overcome Goliath. But the point of the story is that Da-
vid was smaller than Goliath and that the odds were heavily against
him.

Given this unequal influence between the average citizen and
large economic interests in different branches of government, the
behavior of these economic interests is not uniform in areas that are
not essential to the development of their interests. And in this re-
spect, the professional group that may have a determinant influence
in the health sector may still be in conflict with other economic in-
terests that are more influential over the organs of the state. Indeed,
the assumption that profound changes of the health sector are not
feasible within the present economic structure of the United States
ignores the nature of the social services (including the health serv-
ices) in industrial societies, where the service industry (the tertiary
sector) is a support industry for the primary and secondary sectors
of the economy. And as such, its structure, nature, and priorities will
be shaped and determined by the interests of those sectors. There is
historical evidence that the economic groups that control the prima-
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ry and secondary sectors could and would favor public control and
even ownership (a possibility with very low probability in the United
States) and socialization of the health services (as they did with
education) when productivity requires it or when a “buffer” effect
is needed to dilute any move threatening to their interests. In both
the United Kingdom and Sweden, for instance, where most of the
economy (the primary and secondary sectors) is in private hands,
with large economic concentrations, the vested economic interests
have allowed and actually encouraged the socialization of the health
services. Indeed, it is possible that the first 100 largest corporations
which, according to Senator Harris, control 60 percent of the coun-
try’s corporate wealth (Harris, 1972), could well afford to support
the socialization of health services without seriously affecting their
great influence.

The Infrastructure for National and Regional Planning

A number of different groups are required to generate the infrastruc-
ture for national and regional health planning in the United States.
The following analysis postulates that a shift in the distribution of
power from the private to the public sector has the potential for
bringing about the restructuring of health services that is required if
health resources are to be available to the whole population.
However, it would be useful to define planning, which can be
described as a stage within the decision-making process where the
latter is understood to include the development of goals and objec-
tives, the selection of the alternative to be implemented, and its ac-
tual implementation. This process embodies different functions
that are usually carried out by different groups—decision makers,
planners, regulators, administrators, and evaluators. The decision
makers are those who choose from among the various goals, objec-
tives, priorities, and alternatives and define the constraints within
which the preparation, implementation, and evaluation of the plans
should take place. These goals and objectives, the definition of
priorities and of available alternatives are developed by the plan-
ners for the decision makers. The alternative chosen is implemented
by the administrators or implementers, guided, stimulated, and/or
regulated by the regulators. The implementation of the plan gener-
ates information, collected and processed by the statistical group,
which, after being analyzed and evaluated by the research and eval-
uation group, is passed on to the planning group as a basis for the
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preparation of further plans. Of course, this division of functions is
somewhat arbitrary; frequently there is no clear-cut distinction be-
tween them nor between the groups that are supposedly responsible
for them. For instance, by controlling much of the information that
reaches the decision makers, planners tend to share in the decision
making with the latter group. Nonetheless, and taking into account
the limitations implicit in any categorization, it is useful to consider
separately the functions relating to the preparation of the plan, its
implementation, and its evaluation.

Policy Planners at the National Level

In the United States, the top policy planners and analyzers in the
health sector are dispersed in the White House offices, mainly
among the staff of the Council of Domestic Advisors and the Office
of Management and Budget, and in the Secretary’s office of the De-
partment of Health, Education, and Welfare (HEW). These
staffs, and also the staffs of the Congressional committees, Presi-
dential commissions and the different agencies within HEW, pre-
pare policy proposals. Top personnel of these agencies and offices,
primarily those in the Executive Office, are political appointees and,
as such, change according to political vagaries. Thus, they are un-
able to provide a sense of continuity at the senior civil service level.
Indeed, this discontinuity in office leads to a lack of long-term
perspective, and to an emphasis on short-term perspectives that de-
termines their active role as crisis solvers rather than as policy plan-
ners.

As has been suggested by some authorities in the field, it
would seem a condition for long-term strategy in health planning
that first, a group within the HEW Secretary’s office be appointed
which would have primary responsibility for long-term policy plan-
ning and analysis in the health sector in the federal government,
and second, that this group should comprise senior civil servants
who would be in a position to establish continuity and “institutional
memory” in the planning process (Seidman, 1970; White and Mur-
naghan, 1973). It is important to note that this group would pre-
pare but not choose the plans, choice being the prerogative of the
decision makers or political appointees, in accordance with the po-
litical structure and philosophy of the country.

At the second level of policy in the United States, i.e., the
Health Services and Mental Health Administration (HSMHA)
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within HEW, there is a profusion of programs, most of them cate-
gorical in their orientation, e.g., disease-, age-, or income-oriented.
These different programs have responded to

the vending machine concept of social change. Put a coin in the
machine and out comes a piece of candy. If there is a social prob-
lem, pass a law and out comes a solution (Gardner, 1968:28).

Or, as Senator Ribicoff (Congress of the United States of America,
1968:2) has stated,

because we rely so heavily on the programmatic approach—pass-
ing a program whenever we discover a problem or a part of the
problem—and rely so little on a comprehensive manner—our ef-
forts often are marked by confusion, frustration, and delay.

This pattern, which applies to most federal activities, is particularly
evident in the HSMHA administration and reflects a categorical
rather than a functional approach. The approach followed in cate-
gorical planning is partly explained by its lack of conflict with the
levels of power discussed before, primarily within the medical pro-
fession. The evolution of the RMP (Regional Medical Program)
legislation from a program to stimulate regionalization to its actual
adaptation to the control of cancer, stroke, and heart disease is an
example of conversion from a conflicting to an adaptive approach
(Navarro, 1971).

Indeed, in the profusion of different programs, e.g., Medicare,
Medicaid, Maternal and Child Health, Children and Youth Com-
prehensive Health Services, Comprehensive Mental Health, Mi-
grant Labor Health, Health Maintenance Organizations, the Re-
gional Medical Programs, etc., each has its own eligibility, funding,
and administrative requirements that frequently conflict with those
of other programs. The different programs have different political
constituencies that actively support the sector of the federal agen-
cies responsible for them, and these agencies, therefore, are not in-
dependent of the decision-making process. Thus, to consider the
federal agencies as neutral and independent of the political struc-
ture is highly inaccurate. In this respect, the greatest structural dif-
ference between the National Board of Health in Sweden, for in-
stance, and HSMHA in the United States is that the latter follows a
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categorical approach and the former has now adopted a functional
approach, e.g., planning, administration, research, and development.
In the proposed structure of the Department of Health and Social
Security in Britain, a similar functional approach is being taken
(Yellowlees, 1972).

The recent creation of the Division of Health Care Develop-
ment within HSMHA in HEW may represent the intention to co-
ordinate these different programs and assume a more global ap-
proach. Still, the absence of a department of long-term planning in
HSMHA which could assist the policy planners in the Secretary’s
office and the White House in preparing long-term proposals for the
health care of the entire population may be a serious handicap in
the achievement of a long-term strategy of health planning in the
United States.*

The Comprehensive Health Planning Office within the Divi-
sion of Health Care Development, the group that could, at least in
name, constitute a long-term planning group, is several layers below
the policy level, buried in the structure of HSMHA. At present it is
stimulating the development of A (state) and B (local) Agencies
across the country and thus the infrastructure for a planning proc-
ess that would take place on a nationwide basis. However, it lacks
the function of proposing alternative plans to the Director of
HSMHA, or to the Secretary of HEW. It does not (nor does it ap-
parently intend to) stimulate and assist state and local planning
agencies in preparing long-, medium-, and short-term plans, nor does
it have the regulatory functions and power over manpower and fa-
cilities of, for instance, the long-term planning department of the
National Board of Health in Sweden (Navarro, in press).

Considering the experience of that country, it would seem ad-
visable to establish a long-term planning group, working with or
within the CHP Office at the federal level, that could assist (as does
the Department of Planning in the National Board of Health in
Sweden), the policy planning group at the Secretary’s level in pre-
paring the various long-term federal plans for the health sector.
Also, as part of the required long-term perspective, the CHP group
in the federal government should stimulate the preparation and de-
velopment of long-, medium-, and short-term plans by the state and

‘The recent changes which have occurred in the Department of Health, Ed-
ucation, and Welfare do not change the nature of my comments or their
applicability.
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local levels of government; i.e., federal funds in the health sector
should not be approved at the state and local levels unless the antici-
pated expenditures are justified according to state and local long-
and medium-term plans. Actually, it is my opinion that, unless the
planning process encompasses a long-term perspective, there is little
chance of solving the short-term problems.

Planners at the State and Local Levels

A similar situation exists at the state and local levels. At the state
level, the Comprehensive Health Planning A Agency has, at least in
theory, the mandate of planning health services (personal and envi-
ronmental) for the state. This mandate is increasingly being
strengthened, with these agencies adding some teeth (control and
regulation) to the planning process (Richardson, 1972).

The B Agencies at the regional level have a similar function,
with their decisions subject to approval by the A Agencies.® Both
A and B Agencies, however, have not done much planning. Since
they were virtually powerless until recently, their planning was
largely voluntaristic in approach and categorical in nature. To date,
only one state has actually prepared a state plan, highly categorical
and not unlike the plans previously prepared by state health depart-
ments (Oregon State Department of Health, 1971). Absent from
both agency and state plans were long-term perspectives (long- and
medium-term plans) and a comprehensive approach, i.e., a plan of
medical care for whole populations, as opposed to care for only a few
sectors or conditions. In reality, most planning agencies, whether at
the state or local level, are not at all engaged in preparing compre-
hensive long-term, medium-term, or even short-term plans. For the
most part, they merely have established guidelines for the approval of
local projects or groups, and currently have a coordinating rather
than a planning role, with coordination independent of their still
largely undeveloped planning function.

It is interesting to note that there is, in fact, a growing de-
mand, mainly at the local level, for both states and localities to de-
velop such plans. Until recently, when a local community wanted to
build a hospital, for example, it was up to them to prove or dis-
prove the needs of the proposed facility. Needless to say, the local

°Region is used here to denote a smaller unit than the state, i.e., equivalent
to area.
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community very rarely has the information or the competence to
develop its justification, and when its request is not approved, as
happens more frequently now due to the strong concern with costs,
the response from the local level is to demand the needed “proof”
from the regional and state levels. In turn, regional and state health
planning agencies find it increasingly difficult to prove or disprove
anything without state or regional health plans which would place
guidelines and priorities within a space and time perspective. Aware
of the limitations imposed by the present situation, some state
health planning agencies have started preparing statewide health
plans which, while not constituting rigid master plans, could offer
points of reference for generating the criteria for planning and regu-
lating the health services within their states. Therefore, it is to be
expected that more state and regional health planning agencies will
follow a similar pattern; i.e., they will begin to prepare long- and
medium-term state and regional health plans (Navarro, 1972).

In theory, the CHP legislation is aimed at providing decision-
making power to the public sector—primarily at the state level—
through which the health sector can be reorganized. In practice,
however, the elements of decision making and control are quite
minimal, for, despite the large sums of tax dollars spent in the health
sector, the percentage of funds over which these agencies have reg-
ulatory power is very small. Regulatory power in CHP legislation
for the most part is restricted to veto power over allocation of capi-
tal investments. Much of the money that is spent in the health sec-
tor is outside their control, as are most other real regulatory
powers, in accordance with legislative design. Indeed, analyzing the
initial law, it can be said that although in theory the agencies may
have been given the mandate to plan personal health services com-
prehensively, in practice they have not been given the decision-
making power and control mechanisms to accomplish this mandate.

It is interesting to note that selective investments and federal
expenditures in parts of the health sector are already considerable.
For instance, a large amount of the operating funds for all hospitals
in the urban areas of the United States comes from tax money, and
in some cities, such as New York, the proportion is as high as
75-80 per cent (Battistella and Weil, 1969). If the A and B
Agencies were to be given regulatory power over all public funds
(i.e., tax money) spent in this sector—both capital and operating
expenditures—as well as over the distribution of manpower, they
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could reorganize most of the health sector following a scheme of re-
gionalization. The fact is, however, that in the initial federal law, as
well as in its implementation in most of the states, the A and B
Agencies were not given the authority needed to regulate the public
funds. This may be one indication of the influence over the national
and state legislative bodies enjoyed by the professional and other
interest groups discussed before, whose planning power would be
curtailed to some degree if regulatory authority were given to those
agencies. The power of these interest groups was also reflected in
the CHP legislation itself, in a paragraph similar to the one in the
RMP law, stipulating that the work of the CHP agencies should not
conflict with the present patterns of medical practice.

Lacking power, the first priority of these agencies has been to
obtain it, mainly by establishing large advisory boards which in-
clude most of the groups that intervene and decide within the health
sector. In so doing, they have followed the voluntaristic approach
referred to before, which assumes that a commonality of objectives
can be reached among diverse and conflicting groups (Hiscock,
1971). In the absence of power, however, it is doubtful that this
approach, which failed with voluntary planning, can succeed in
these agencies.

Again, the voluntaristic approach assumes that different insti-
tutions coming together on a voluntary basis can achieve common
objectives through mutual reinforcement. This commitment to a
common objective, though, is highly correlated to the benefits each
institution expects to receive from such an arrangement. And it is
quite doubtful that participating institutions would favor the curtail-
ment of their autonomy that planning and regionalization might re-
quire. Furthermore, it is doubtful that the different institutions
would ever have such a concert of interests. In addition, physicians
with privileges in certain hospitals might perceive the transfer of
services to other hospitals, a likely result in any process of planning,
as a loss of patients and, thus, of income. For “when a voluntary
hospital surrenders a program of care to another hospital, its medi-
cal staff stands to lose income from the care of private patients”
(Klarman, 1963:325). Due to the great influence that physicians
have upon hospital decisions, this might represent an insurmount-
able obstacle to planning and regionalization.

Coordination among this array of institutions would be diffi-
cult under any circumstances, but, given the actual lack of desire for

243



cooperation, it is almost impossible. It would thus seem justified to
suggest that for all these reasons, the voluntary philosophy in state
and regional planning is “an apology for maintaining the status
quo” (Bodenheimer, 1969:1146).

Recently, however, there has been a trend toward giving the A
and B Agencies greater power and more regulating functions, which
leads to the discussion of functions of the regulators and controllers.

Regulators and Controllers

Regulators and controllers are those in charge of stimulating and
regulating the implementation of the plans. The strategies for stimu-
lation and implementation vary in their degree of directness and
can be categorized as follows:

1. Simple communication of objectives (the most indirect
strategy) ;

2. Forecasting that permits interested parties 'to adjust their
behavior by taking forecasts into account;

3. Use of tax and other incentives and subsidies;

4. Dependence on detailed norms and standards backed up by
legal codes and sanctions;

5. Direct intervention and initiation of change by assuming
ownership of resources.

In the United States, planning of personal health services at the fed-
eral level has been stimulated mainly by strategies 1 and 3. Strategy
4 has also been used for facilities through the Hill-Burton legisla-
tion, whose strengths and weaknesses have been discussed by Levin
(1972). To strengthen this strategy, several states have now started
designing certification-of-need legislation.

In the field of manpower, however, stimulation of change by
the federal government has been based on the incentive philosophy,
leaving, for the most part, the allocation of resources to the “invisi-
ble hand” of the free market mechanism. It is questionable, howev-
er, as indicated before, that incentives will provide enough leverage
for the required changes in the supply of resources. For instance, it
is doubtful that incentives alone will solve the problem of the “un-
derserved” areas in the United States. Indeed, it is difficult to see
how this problem can be solved without solving the question of the
“gverserved” areas. It is equally doubtful that the redistribution of
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resources required to solve both problems can be effected without
recourse to measures belonging to strategy 4, i.e., controls backed
by codes and sanctions. One may well postulate that it is next to
impossible to address the problem of maldistribution of physicians,
for instance, unless the federal or state governments have the
power, as does the central government in Sweden, of controlling, in
consultation with the medical profession, the distribution of physi-
cians in the country. Actually, no country, whether socialist or capi-
talist, has minimized the unequal distribution of health resources
between classes, areas, and regions without controlling the supply
(including distribution) of those resources. It should also be noted
that no country has “solved” this problem, if by solving we mean
distributing resources only according to need. But it is obvious that
countries that have adopted measures of distribution control have
minimized the unequal distribution of resources more than those
whose strategies have centered around incentives. Those countries,
like the United Kingdom and Sweden, where there is control over
the distribution of supply, have a less unequal distribution of re-
sources by class, region, and area than is found in the United States
(Anderson, 1972). Sweden and the United Kingdom, for instance,
similar to the United States in that both are capitalist economies
with great concentrations of economic wealth, have minimized the
unequal distribution of health resources by preventing physicians
(their salaries partially or totally funded by tax monies) from prac-
ticing in overdoctored areas, while allowing them to practice in un-
derdoctored areas. In this approach, the state does not order physi-
cians where to practice; but rather stipulates where they cannot
practice. This distribution of human resources in both countries
(but primarily in Sweden) is done according to national and state
plans and priorities. In Sweden, where the central government does
not own, administer, or fund the health services, the strategy for im-
plementing national plans is to control the distribution of human re-
sources, primarily physicians, by reserving the power of approval
for all new posts for generalists (and since 1972 for specialists as
well) available at the local level. Also, the central government has
to approve any local capital investment above specified limits. And
physician distribution and new construction must be in accordance
with long-, medium-, and short-term plans prepared by the local au-
thorities and already approved by the central government (Navar-
1o, in press).
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Another problem of manpower maldistribution in the health
sector relates to the poor distribution of specialties within the medi-
cal profession. Several studies have indicated that there are twice as
many surgeons in proportion to population in the United States as
in England and Wales, and more surgeons than pediatricians (Ste-
vens, 1971). It is doubtful that these maldistributions will be solved
merely by incentives. Left to itself, the unneeded specialty may well
increase in oversupplied areas, increasing the overutilization of re-
sources by physicians.

Here again, the Swedish experience, with its regulation of
specialty distribution within the medical manpower pyramid, is
worth considering. A paragovernmental body, comprising govern-
ment officials from the national health planning agency and repre-
sentatives of the medical profession and of the medical schools, de-
cides on the type and number of residencies that should be availa-
ble each year and thus indirectly controls the output of the medical
teaching institutions according to the needs of the health sector and
according to the priorities set by the National Health Planning
Council.

However, none of the proposals for a national health insur-
ance suggests such a control of the supply in terms of geographical
and specialty distribution, on the assumption that the free market
forces coupled with incentives will by themselves “solve” the prob-
lem of maldistribution of resources. A variant of this is the Kenne-
dy proposal, which suggests controlling the supply through controls
over physicians’ fees and hospital charges, following a public utility
model. Trying to regulate the structure of the system by regulating
the prices, however, is to confuse symptom with cause. Indeed,
prices are only a symptom of the organization of care; they are not
the cause. Therefore, it is highly doubtful that reorganization of the
system will be achieved by regulating prices. This proposal ignores
the fact that the purpose of public utility regulation is to allow (but
not guarantee) a fair profit (not an excessive one) in a monopolistic
situation. It does not intend to direct or guide the structure of the
monopoly (Posner, 1969). Price controls are not intended, nor are
they effective, as redistributive measures. A similar argument could
be made against budget controls as a redistributive measure, partic-
ularly where the nature of this control is left as vague as in the Ken-
nedy bill. Again, unless controls over the distribution of human
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resources are incorporated in that particular proposal, price regula-
tion and budget controls will be of limited value in reorganizing the
delivery system in a manner allowing coverage of the full popula-
tion, the stated aim of national health insurance. Unless control
over the supply of manpower is added to the control of capital in-
vestments provided in the certification-of-need legislation, it is
doubtful that a redistribution of services can occur. I postulate that
to achieve that redistribution of resources, control and regulatory
power must be used by the regulating agencies according to the cri-
teria of long-, medium-, and short-term plans prepared by the CHP
planning agencies, and approved by the state and local legislatures.
The fact that none of the national health insurance proposals out-
lines these strategies leads to some skepticism about their potential
for stimulating change, in spite of political pronouncements as to
their being the solution to the “crisis of our medical care nonsys-
tem.”

As Professor McKeown (quoted by Silver, 1972:455) observed
in the British Journal of Social Medicine 25 years ago, “the Ameri-
can political parties” (and, I would add, national health insurance
proponents) “practice a form of political contraception, in which
no matter how suggestive the preliminary movements, there are no
embarrassing legislative consequences afterwards.”

It may be postulated that some embarrassment may be neces-
sary if there is to be satisfaction.
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