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diverting attention from the many invaluable uses to which
computers znig'it be put in other areas of clinical activity.
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OUTSIDE EUROPE
America's Unhealthy Twins

MARGARET CRUIKSHANK*

BritishIMedical Journal, 1969, 4, 159-161

Medicare and Medicaid, the American federal government's two
recent sorties into the financing of medical care, had their third
anniversary during the summer. But instead of celebrations
cries of woe filled the air. President Nixon and his health
advisers spoke of a "massive crisis" and of the danger of a
breakdown in the country's system of medical care. In Congress
the Senate Finance Committee opened hearings to discover why
the financial burden had proved so unexpectedly heavy, both for
the federal government and for the states.
The two programmes are parts of the same Act, but they

serve different, though partly overlapping, groups. Medicare
is a federal insurance scheme financed by a tax on pay-rolls
which goes into a trust fund to pay for hospital treatment and
aftercare for the 20-5 million people who are 65 and over; it
also offers a voluntary insurance scheme for doctors' fees to
elderly people willing to pay a premium of $4 a month, which
the federal government matches. Everyone in these two
schemes is entitled to the same benefits wherever he lives.

Medicaid is an assistance programme run by the states within
guide-lines laid down by Washington, under which the federal
government pays from 50 to 83 % of the costs, with the poorest
states receiving the most help ; 40 states and four other jurisdic-
tions (the District of Columbia, Guam, the Virgin Islands, and
Puerto Rico) participate and the rest must join by next year.

Before Medicaid the federal government paid part of the
local costs of providing medical care for four classes of poor
people: the blind, the disabled, the aged, and families where
there are fatherless children. All these are eligible for Medicaid,
but the legislation also allowed the states to include people who
were above the poverty line but were unable to meet their
doctor's, dentist's, and hospital bills-the so-called medically
indigent. How to define this group was left to the states, as
were the services that were to be provided above a basic mini-
mum. Rich and progressive states like New York have been
generous, poor ones stingy, with every possible variation in
between. But in all cases it is the state which sets the spending
pace, with the federal government paying the bulk of the bills.

Rising Costs

What the two programmes have in common is galloping
inflation. Year after year estimates of what they would cost
have proved too optimistic. Early on there had to be an
increase in the tax payable to the Medicare hospital trust fund;

even so, it is estimated that the fund will be bankrupt by 1976
unless additional revenues are found or benefits are restricted.
The fund for medical insurance is running an accrued deficit,
and a rise in the premiums next year seems unavoidable.
As for Medicaid, it has gone through the roof and is costing

over twice as much as was expected. State and local medical
expenditures for the needy, which were $764 million in 1965,
have risen to about $3 billion in the current year, in addition
to a federal contribution of similar size, and the end is not yet.
Medical care now absorbs nearly half of the states' spending on
assistance, and one state-New Mexico-tried to leave the
scheme when its funds ran out with two months of the financial
year yet to go. But this is not permitted by federal law.
Until July, when Congress altered the law, it was not even
possible for a state to restrict services once they had been
offered.

* Member, Editorial Staff The Economist.

Sensational Figures

Not surprisingly, Congress is concentrating on the outright
frauds which have come to light and the rich pickings of
some doctors and nursing-homes. Sensational figures abound.
Illegal and unethical practices are said to be costing California
alone some $6-8 million a year. In the country as a whole
over 8,000 doctors drew at least $25,000 each from the two
schemes last year, and this may be an underestimate; until
recently such incomes need not be reported to the tax authorities
by the bodies making the payments. Even this is peanuts
compared with the $375,000 a year received by two doctors
for treating patients in nursing-homes which they owned. How
ironic the doctors' violent opposition to Medicare looks today;
for many it has proved a gold mine. Nursing-homes, which
absorb about one-third of the money dispensed under Medicaid,
provide some of the most flagrant examples of abuse: charging
twice for the same service, indenting for expensive shoes for
the completely bedridden, overprescribing medicines, and
exacting rake-offs from the suppliers.

All this makes excellent copy for the Senators and for the
press. But officials of the Department of Health, Education,
and Welfare insist that fraud accounts for only a small share
of the escalation of costs. The trouble goes much deeper.
Long before Medicaid and Medicare doctors' fees and hospital
charges were rising faster than the cost of living; at present
hospital charges are going up by about 15% a year compared
with an exceptional bulge of almost 6% in the consumers' price
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index this year. A day in hospital which cost $44 in 1965

costs $70 today-and this does not include a physician's care.

When the new schemes went into force over 30 million of

the old and needy, who earlier had had to be content with
medical charity or go without treatment, won the right to

consult doctors of their own choice and to receive expensive

hospital care. Moreover, they represent groups of the popula-

tion whose medical needs are above average. Under Medicare

over 4 million old people will go to hospital this year and 8-5

million will use their medical insurance; some 10 million will

be served by Medicaid. In addition, as incomes have risen,

affluent Americans have been able to spend more for medical

care, either directly or through private insurance.

All this new demand has been projected on a system of health

care which Dr. Roger Egeberg, the new Assistant Secretary for

Health, says is run "like a cottage industry." So far from

trying to change this in any way, Congress and the Administra-

tion of the day made a point of keeping hands off in order to

avoid provoking the hostile doctors. The resources for medical

care, particularly the supply of American doctors, were not

increased, although the employment of foreign doctors has risen

strikingly. Naturally prices rose and the general inflation has

added fuel to the flames. Hospitals have had a special burden

of their own. Underpaid nurses and non-professional staff
have at last won their claim to decent wages, sometimes by
strikes which once would have been unthinkable.

Sketchy Controls

Controls over costs in the basic legislation were sketchy;
Medicaid was launched with a federal staff of 80 people to

supervise expenditures of billions of dollars. The states have
been even more careless. As recently as last year California had
only two supervisors to review yearly claims totalling $700
million. The federal legislation itself pushed costs up. It pro-

vides incentives for placing patients in high-cost hospitals
rather than in less expensive institutions, some of which are

now half empty. Reimbursement for hospitals was for their
"reasonable costs," with a bonus in most cases of 2% of such
costs. Doctors were paid their "customary charges." As a

high health official said drily, "the programme lends itself to

creating costs." There are some doubts as well about how
vigorously the "intermediaries "-the non-profit-making hos-
pital insurance groups like Blue Cross and the private insur-
ance companies, which pay bills in the first instance-have
demanded efficiency and the lowest possible charges. Their
own premiums have been rising stiffly. At this very moment

Blue Cross, of New York, is claiming a 43% rise.

Demands on the hospitals, at least during Medicare's first
year, were 20% higher than had been expected, but there are

few charges that patients abuse the prograin:ne ; this is partly
because it is not entirely free. A patient must pay for one day
of hospital care at the start, and if he stays long enough he
is called on for another contribution. Medicaid, under which
treatment is usually free, is another matter. Patients may
see as many different doctors as they wish; some complaisant
physicians have put no limit on the prescriptions which they
write, and some chemists have waxed rich.

Efforts at Retrenchment

Washington was bound to feel the impact of a large trans-
ference of the cost of medical care to the federal budget from
local authorities and hospitals which had previously treated
poor people for nothing or a token sum. But the outcry
would not be so loud if the federal government were not now
engaged in a desperate effort to cut its spending in order to
contain inflation. States and cities are in worse case. Their
resources are much smaller, and the calls on them, particularly
on the cities, are heavy. Attempts to cut costs and to see that
in future these do not rise more rapidly than the services com-
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ponent in the cost of living are now under way. Congress had

already limited the number of medically indigent to whose costs

the federal government would contribute. Mr. Nixon has

eliminated the hospitals' 2% bonus, and for the first time the

federal government has fixed maxima for doctors' fees under

Medicaid. The patient's contribution toward hospital bills

under Medicare is to go up by 18% in January.

The states are retrenching similarly. New York, for example,

has cut its rolls, made some Medicaid patients pay 20% of

their costs, cut doctors' and dentists' fees, and reduced the

reimbursement of hospitals under Medicaid to a level which

those in New York City say is $10 a day below the costs

which they must meet. Hospitals in the poorest districts have

been hit hardest, for they have the highest proportion of Medi-

caid patients. The hospitals are now demanding an immediate

payment of $15 million from the city to cover their alarming

deficits. Apart from the injustice to poor people, such spending

cuts seem unlikely to give hospitals the incentives for greater

efficiency which everyone knows are needed. The view of

the New York Times, indeed, is that inefficiencies, duplication,

and mismanagement are simply being frozen into the system.

Patients' Problems

These are the problems of hospitals and governments. What

of the patients ? Obviously in a country as large and varied as

the United States standards differ; at the beginning a blind eye

had to be turned to the deficiencies of some hospitals just to

ensure access to care for all Medicare patients. There are, in

addition, gaps in coverage, even under Medicare. Unlike

Medicaid, Medicare does not pay for medicines for outpatients.

But the burning complaints are directed at Medicaid. It is

extraordinarily patchy; the fact that California and New York

get 62% of the matching funds distributed by the federal

government speaks for itself. Even in a state like New York

things are far from rosy. Patients complain of long waits, dirty

waiting-rooms, assembly-line treatment, and of doctors and

dentists who refuse to treat Medicaid patients-partly, no

doubt, because of the red tape and the long delays before re-

imbursements arrive. In less progressive states enterprising

journalists have no difficulty in finding people entitled to Medi-

caid who have never heard of their rights.

An outspoken opinion comes from Dr. Knowles, the head

of the Massachusetts General Hospital, the first choice for the

country's top medical job, who was vetoed by the American

Medical Association. He calls Medicaid a bureaucratic mon-

strosity, the " lousiest waste of taxpayers' money and the most

ill-conceived programme which ever came down the chute."

He is particularly critical of its ineffective controls of quality

and of its reliance on annual state appropriations; this makes

the poor suffer when budgets are under strain. A more general

criticism of both Medicare and Medicaid is that they give

priority to the old and force young adults and children to the

back of the health queue.
With all the criticism of Medicare's costs, it is striking that

more is being heard than for a long time of a system of uni-

versal compulsory health insurance. At their recent meeting

the State Governors voted almost unanimously in favour of it,

moved no doubt by a desire to transfer a heavy burden from

their own shoulders to those of the federal government. The

A.M.A. is pressing its own version, which would involve federal

tax credits for premiums paid for private health insurance.

Under most proposals premiums for the poor would be paid

by the federal government. One argument is that if people

had to pay for their health insurance they would countenance

less extravagance. But this hardly seems the cure for faults

beyond the taxpayers' control. Perhaps most impressive,

American Hospital Association, which, unlike the A.M.A., has

been no enemy to innovation in the past, is launching a study

of the feasibility of universal health insurance, and the federal
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government has asked for the views of a committee set up
primarily to consider what should be done about Medicaid.

Cotrversial Matters

The two main federal policy-makers, Dr. Egeberg and his
chief, Mr. Finch, the Secretary of Health, Education, and
Welfare, are concentrating on matters which are much
more likely to raise the hackles of doctors and hospitals: the
training of many more doctors, the shortening of medical
training, the much wider use of medical auxiliaries (partly by
recruiting medical corpsmen returning from Vietnam), the
direction of doctors to parts of the country-the South and
Mid-west-which are less attractive to physicians than the
affluent east and west coasts. They are also stressing greater
reliance on the general practitioner and less on the hospitals, and
underlining the need for more and better outpatient clinics and
neighbourhood health centres, as well as for more group
practice, particularly in the centres of cities where the poor

abound. Some form of prepayment of doctors' bills-the be'te
noire of the A.M.A.-is also mentioned. Too often, Dr. Egeberg
and Mr. Finch said in their report on the crisis in health,
" the private sector has been unwilling to give up practices that
are unsuited to the incredibly rapid changes of our society, new
demands, and changed demands." It is not only the doctors
whom they are addressing but the private health insurers, the
hospitals, and the nursing-homes.
None of the ideas put forward are new, but many of them

are anathema to the medical profession, no matter how often
Mr. Finch and Dr. Egeberg repeat that they are anxious to
preserve the pluralistic and voluntary nature of health care in
the United States. If the Republicans are really serious about
tackling the crisis they may find themselves engaged in a tussle
with the A.M.A. similar to, but perhaps even more ferocious
than, that which the Democrats had with it over the introduc-
tion of Medicare. Dr. Cavanaugh, Dr. Egeberg's deputy, said
recently, " We will have to shake the present system literally
to its foundations." The question is whether President Nixon,
who allowed the A.M.A. to veto Mr. Finch's choice as the
country's chief medical official, will allow this to happen.

CONTEMPORARY THEMES

Research in the Field of Psychiatry*
MICHAEL SHEPHERDt D.M., M.R.C.P., D.P.M.

British Medical Journal, 1969, 4, 161-163

The foundations of clinical psychiatry as we know it today
were laid principally by European clinicians, men whose train-
ing and professional activities were focused on diagnosis and
treatment. The energy, purpose, and skill which these pioneers
brought to their refractory material resulted in the descriptive
mapping of the major forms of mental disorder which neces-
sitate institutional care. Their impressive achievement can be
attributed to the notion of the clinician functioning as his own
research instrument, which led to an insistence on careful
clinical observation as the bedrock of the discipline. It also
led, however, to the propounding of ambitious claims on behalf
of the clinical method, of which the following-advanced by
an eminent clinician at the First International Congress of
Psychiatry in 1950-is an example: ".... . clinical psychiatry
is the firm centre of scientific psychiatry. . . . Today in my
opinion the signature of clinical psychiatry is, that all the
currents which made their appearance separately in the history
of the ages, either paying attention exclusively to the physical
or exclusively to the somatic aspect, or solely to philosophical
penetration, or, above all, to pure empiricism, or understanding
while ignoring ethics, or understanding only from deviations
from ethics, are now led by the clinician into one channel in
one great theory, encompassing them all" (Rumke, 1950).
With hindsight we must, in my view, take a much less

inflated view of the clinical psychiatrist's function in research.
In this regard it is instructive to recall that in the field of
internal medicine the growth of clinical science in the, past two
generations has so eroded the former authority of the clinician
as to have stimulated a recent, spirited defence of clinical
judgement-with one basic proviso: " The clinician can
organize, classify, process and analyse his data with exactly the
same intellectual, statistical, and computational procedures
available in every other branch of science. For these procedures
to yield valuable scientific results, however, the clinician must
also improve the scientific validity of the primary clinical data"
(Feinstein, 1967).

In too many quarters this warning has been least heeded inpsychiatry, where we have paid the price for self-indulgent
complacency, the payment having been exacted in terms of anexcessive preoccupation with the minutiae of symptomatology
and with sterile arguments about classification which are
reminiscent more of mediaeval schools of theology than of
modem schools of medicine. On this topic academic pros-
nouncements have been made in such terms as to recallNietzsche's comment to Burckhardt that he " would very much
prefer a professorial chair in Basle to being God." Challenges
to such an attitude have, none the less, been proclaimed in the
form of evidence from at least three sources, which make itclear that the clinical psychiatrist should be prepared to exercisemore modesty than he has been wont to do in the past. Work
in these three areas questions the traditional authority of theclinician in respect of his diagnostic competence, his therapeuticskills, and his familiarity with the full spectrum of clinical
issues comprehended by his specialty.

Challenges to the Clinician
The first challenge comes from the careful scrutiny of the sub-

jective nature of many of the data used in the classical descriptions
of mental illness. Some of the fallacies inherent in an over-
dependence on this category of information were exposed in
the international study of observer variation carried out for the

* Abridged version of a lecture delivered by the author at a symposiumon " Les Problbnes Actuels de la Recherche en Psychiatrie" heldunder the aegis of the Acaddpiie Suisse des Sciences Mddicales atLausanne in June 1969. It is reproduced by kind permission of theAcad~mie Suisse des Sciences M6dicales. The full version of thelecture will appear in the Bulletin de l'Acadhmie Suisse des SciencesMidicales.
t Professor of Epidemiological Psychiatry, Institute of Psychiatry, Uni-versity of London.
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