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I was com mis sioned to write “Doc tor Wall Street: How
The Amer i can Health Care Sys tem Got So Sick” as a pop -

u lar pam phlet for a health-care foun da tion, which then
changed its mind and turned the rights back to me. Thank -
fully, Z Mag a zine is pub lish ing it as a cen ter fold that can be 
re moved and dis trib uted to oth ers. Hope fully, it will help
arm Amer i cans in their con tem po rary strug gle for good
health care to all.                                     --J. Brecher

When or di nary Amer i cans seek care for their health, 
they come up against a most pe cu liar sys tem. The

U.S. has some of the most ad vanced med i cal sci ence in
the world. It spends more of its re sources on health care
than any other coun try in the world. Yet Amer i cans’
health is rated near the bot tom of de vel oped coun tries. In
some of the poor est coun tries in the world peo ple live
lon ger and fewer die in in fancy than in the U.S. Amer i -
cans spend nearly twice as much as Jap a nese on health
care, but Jap a nese live on av er age four years lon ger.

The Amer i can health-care sys tem spends one-third of
its cost on pa per work, waste, and profit over and above
the cost of ac tu ally pro vid ing health care. Yet nearly
one-third of Amer i cans are with out health in sur ance over
the course of a year. In all other de vel oped coun tries,
more than 85 per cent of cit i zens have health cov er age un -
der public programs.

The Amer i can health-care sys tem is so com plex that
even ex perts—let alone or di nary peo ple try ing to find
care for them selves and their loved ones—are un able to
fully un der stand it. It is highly bu reau cratic. This “sys -
tem” is balkanized into med i cal fiefdoms, mak ing it dif fi -
cult to ac cess care and care givers and to main tain con ti -
nu ity of care. Peo ple who have good health ben e fits in

one com pany or State are afraid to change jobs or lo ca -
tions be cause they will lose their health benefits.

The Amer i can health-care sys tem is full of in equal i -
ties. Peo ple who work for one com pany may have qual ity 
in sur ance while those who work for a sim i lar com pany
have none. Peo ple who would have Medicaid in sur ance
in one State are de nied it in an other. While on av er age 70 
per cent of Amer i cans have pri vate health cov er age, 50
per cent of Af ri can Amer i cans and 60 percent of
Hispanics don’t. 

The qual ity of care pro vided by the sys tem is un even.
While health-care per son nel are of ten re garded as ex cel -
lent both by pa tients and by in de pend ent eval u a tors, they
are sub ject to con stant pres sure and speedup. And peo ple
are of ten re fused treat ment they need by man aged care
of fi cials who are not even doctors.

De spite its high cost to in di vid u als, em ploy ers, and so -
ci ety, this sys tem leaves many peo ple feel ing des per ately
in se cure. They worry: what will hap pen to me if I get
sick?

How Did It Get This Way?

The Amer i can health-care sys tem is in com pre hen si ble
if we try to un der stand it as a way to meet Amer i -

cans’ need for health care. But it be comes eas ier to un -
der stand when we rec og nize that it was not de signed pri -
mar ily by or for the peo ple who were likely to need
health care. Rather it was con structed by pri vate in ter ests 
who shape the sys tem for their own ben e fit. At var i ous
times those in ter ests in clude em ploy ers, doc tors and
other med i cal pro fes sion als, in sur ance com pa nies, un -
ions, and profit and non-profit health ser vice pro vid ers. 

But if pri vate in ter ests have shaped the health-care
sys tem, why does it pro tect or di nary peo ple at all? In the
back ground of this story is a hid den re al ity. For a cen -
tury, the Amer i can peo ple have in creas ingly be lieved that 
health care should be guar an teed as a ba sic hu man right
and have de manded that it be avail able for all. Doc tors,
em ploy ers, and pol i ti cians have had to pur sue their in ter -
ests by tack ing against this powerful wind. When the peo -
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ple have spo ken up force fully, the health-care sys tem has
been pushed to ward better meet ing their needs. It has
hap pened be fore and it can hap pen again.

For thou sands of years, hu man be ings have sought
care for their health. An cient phys i cal and psy cho log i cal
meth ods like heal ing herbs and heal ing so cial rit u als are
still part of to day’s health pro mo tion tech niques. These
tech niques were uti lized by fam i lies, re li gious lead ers,
and spe cial ized heal ers of many kinds.

But in the 19th cen tury, one group of heal ers came to
dom i nate Amer i can health care—pro fes sional phy si cians. 
They es tab lished a pow er ful, uni fied or ga ni za tion, reach -
ing from county med i cal so ci et ies to the Amer i can Med i -
cal As so ci a tion. They passed laws for bid ding any one but
li censed phy si cians to prac tice med i cine. Un der those
laws they con trolled the li cens ing pro cess. They con -
trolled med i cal ed u ca tion, thereby controlling who could
become a doctor. 

In 1929 over 80 per cent of all the money spent on doc -
tors, hos pi tals, im mu ni za tions, and other health care was
paid di rectly by pa tients. Less than one-fifth was spent by 
gov ern ment, char ity, and pri vate in dus try. Not sur pris -
ingly, nearly half of those who earned less than $2,000 a
year re ceived no care what so ever. For poor and work ing
peo ple, the ma jor buff ers against loss of health and life
were likely to be the mu tual aid pro grams of un ions and
fra ter nal or ga ni za tions. Or, if they were lucky, they
might find a phy si cian who vol un teered pro bono in a
county clinic.  

Doc tors fought fiercely against any kind of health care 
that they did not con trol. For ex am ple, when, af ter
World War I, the New York state health com mis sioner
sug gested a mod est net work of ru ral health cen ters, phy -
si cians ve he mently op posed the plan be cause, “Too much 
power is given to the la ity and too lit tle to the med i cal
pro fes sion…too much power is given to the County

Boards of Su per vi sors and May ors of cit ies…. Too much
power is given to the State De part ment of Health…. Too
lit tle rec og ni tion and power is given to the medical
profession.”

The Great De pres sion in the 1930s saw the rise of a
move ment for health-care se cu rity and com mu nity-based

health care. Un ions, com mu nity or ga ni za tions, and pro -
gres sive med i cal pro fes sion als es tab lished clin ics to meet
com mu nity needs. When Pres i dent Frank lin Roo se velt’s
New Deal con sid ered a So cial Se cu rity pro gram, na tional 
health in sur ance was orig i nally an in te gral part of the
plan. The Ad min is tra tion’s task force on Social se cu rityS 
leg is la tion noted that pri vate in sur ance was “to tally in ad -
e quate to meet the needs of the pop u la tion.” It called na -
tional health in sur ance “the most im me di ately practicable 
and financially possible form of economic security.”

But while pen sions and un em ploy ment in sur ance
sailed through Con gress, the plans for health in sur ance
were quickly dropped. Why? Ac cord ing to the pres i -
dent’s staff ers, “ex treme care is nec es sary to avoid the
or ga nized op po si tion of the medical profession.”

Dur ing the 1930s and in creas ingly af ter World War II, 
pre-paid group health or ga ni za tions be gan to bur geon.
But doc tors suc cess fully lob bied for state laws that re -
quired any group wish ing to form a non profit health plan
to re ceive ap proval from the state med i cal so ci ety or even 
have a ma jor ity of doc tors on the board of di rec tors.
When Pres i dent Harry Tru man pro posed a na tional
health in sur ance plan in 1948, the AMA launched a $1.5
mil lion pub lic re la tions cam paign against it, the most ex -
pen sive up to that time in American history. 

For more than a cen tury, the power of the med i cal
pro fes sion largely pre vented com mu ni ties, gov ern ment,
un ions, and cor po ra tions from de vel op ing al ter na tives to
health care  con trolled by in di vid ual physicians.

Fringe Ben e fits

As far back as the 1920s, a few big em ploy ers had of -
fered health in sur ance plans to some of their work -

ers. But by 1935, only about 2 mil lion peo ple were cov -
ered by pri vate health in sur ance and on the eve of World
War II there were only 48 job-based health plans in the
en tire coun try. 

The rise of un ions in the 1930s and 1940s led to the
first great ex pan sion of health care. Iron i cally, it did not
pro duce a na tional plan pro vid ing health care to all like
those in vir tu ally all other de vel oped coun tries. In stead,
the spe cial con di tions of World War II pro duced the sys -
tem of job-based health ben e fits we know today.

In 1942 the U.S. set up a Na tional War La bor Board.
It had the power to set a cap on all wage in creases. But it
let em ploy ers cir cum vent the cap by of fer ing “fringe ben -
e fits”—no ta bly health in sur ance. The fringe ben e fits re -
ceived a huge tax sub sidy and they were treated as tax de -
duct ible ex penses for cor po ra tions, but not as tax able
income for workers.

The re sult was rev o lu tion ary. Com pa nies and un ions
quickly ne go ti ated new health in sur ance plans. Some
were run by Blue Cross, Blue Shield and pri vate in sur -
ance com pa nies. Oth ers were Taft-Hartley funds run
jointly by man age ment and un ions. By 1950, half of all
com pa nies with less than 250 work ers and two-thirds of
all com pa nies with more than 250 work ers of fered health
in sur ance of one kind or an other. By 1965, nearly
three-quar ters of the pop u la tion were cov ered by some
kind of private health insurance.
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This pri vate, job-based in sur ance cov ered mil lions of
work ers who had never had health care in sur ance be fore. 
But this vic tory also set pat terns that are re spon si ble for
many of the prob lems the health care sys tem faces to day.
Be cause this pri vate sys tem was tied to em ploy ment, it
did not pro vide health in sur ance for all. Mil lions of peo -
ple out side the workforce were with out cov er age. Those
most likely to be cov ered were sal a ried or union ized
white men in north ern in dus trial states. Two-thirds of
those with in comes un der $2,000 a year were not cov -
ered; so were nearly half of non whites and those over 65.

Em ployer-based plans tied work ers to their jobs—
some thing that bene fited em ploy ers, but not work ers or
the econ omy as a whole. The qual ity of the cov er age was
spotty—some plans were ex cel lent, oth ers com pletely in -
ad e quate. Doc tors ac cepted this rev o lu tion be cause it did -
n’t chal lenge their power, but as a re sult the sys tem pro -
vided no pub lic control over medical costs. 

This rev o lu tion had a sub tle po lit i cal ef fect as well. By 
giv ing much of the workforce health ben e fits, it re duced
the in cen tive for them to pur sue a sys tem of uni ver sal
care. And it gave un ions a stake in the pri vate, em ployer- 
based health-care sys tem. As one op po nent of pub licly fi -
nanced health care put it, “the great est bul wark” against
“the so cial iza tion of med i cine” was “fur ther ing the prog -
ress al ready made by voluntary health insurance plans.”

The Three-Layer Cake

In 1958 a lit tle known Rhode Is land congressperson
named Aime Forand in tro duced a pro posal to sub si dize 

hos pi tal costs for the el derly on So cial Se cu rity. Un ex -
pect edly, within a year it evoked a sud den ground swell of 
sup port. When a Sen ate sub com mit tee on ag ing held
hear ings around the coun try, one staffer re called that
when the el derly came to tes tify, “They talked about
med i cal care.” Soon congresspeople were re ceiv ing more 
mail on med i cal care for the el derly than any other leg is -
la tion. A his to rian of Amer i can med i cine wrote, “In the
en tire his tory of the cam paign for na tional health in sur -
ance, this was the first time that a ground swell of grass -
roots sup port forced the is sue onto the na tional agenda.”

In 1965, Con gress passed Medicare. This com bined a
va ri ety of pro pos als into a “three-layer cake” based on
So cial Se cu rity. Medicare Part A pro vided hos pi tal iza tion 
in sur ance for the el derly. Medicare Part B pro vided vol -
un tary sup ple men tal cov er age for doc tor’s charges.
Medicaid, cor re spond ing to the wel fare sys tem, pro vided 
medical care for the poor. 

The Amer i can Med i cal As so ci a tion op posed Medicare 
to the bit ter end. But the pri vate in sur ers were glad to
avoid “the aged, those em ployed in groups too small to
be in sured, the self em ployed, the ru ral pop u la tion, the
phys i cally sub stan dard” and oth ers un likely to be prof it -
ably in sured. So they were will ing to have the gov ern -
ment take over re spon si bil ity for those who were too
poor or too old to be able to pay for insurance. 

The pas sage of Medicare was one of the big gest steps
not only for health care, but for eco nomic jus tice in U.S.
his tory. But the new sys tem had sev eral prob lems. First,
Medicare picked up the costs of those most likely to be

sick, while leav ing the youn ger, steadily-em ployed work -
ers to be “cherry picked” by the pri vate in sur ance com -
pa nies. As a re sult, in sur ance com pa nies made prof its
while the pub lic sector bore the costs. 

Sec ond, Medicare left con trol with the pri vate in sur -
ers, doc tors, and health care com pa nies. As one ob server 
put it, gov ern ment “sur ren dered di rect con trol of the pro -
gram and its costs.” Doc tors could charge their “cus tom -
ary, rea son able, and pre vail ing” fees and or der as many
tests, drugs, and pro ce dures as they wished. 

Pres i dent Lyndon John son’s eco nomic ad vi sors put the 
prob lem this way: the Medicare law was “po lit i cally as -
tute,” but it cre ated a pro gram that was “twice as dif fi cult 
to ad min is ter as it needed to be” and “al most guar an teed
[to be] highly in fla tion ary.” They were proved right. 

With the suc cess of Medicare, the pub lic was ready
to move on to a sys tem of uni ver sal health care

cov er age. In 1971 two-thirds of the pub lic sup ported na -
tional health in sur ance.

But the drive for na tional health in sur ance ran head-on 
into the ris ing cost of health care. Be tween 1966 and
1990 health spend ing per per son, cor rect ing for in fla tion, 
grew from $700 a year to $2,500 a year. The share of the 
na tional econ omy go ing to health care in creased from 6
per cent to nearly 13 per cent.

Work ers had to pay for a grow ing share of their in sur -
ance. Just be tween 1979 and 1984, the num ber of large
firms that re quired de duct ibles grew from 14 to 52 per -
cent. 

Mean while, the num ber of un in sured nearly dou bled
from 10 per cent in 1965 to nearly 20 per cent in 1990—85 
per cent of the un in sured were work ers and their fam i lies
con cen trated in the fast-grow ing ser vice, small com pany, 
and part-time seg ments of the econ omy. The pro por tion
of the poor, the young, women, blacks, and La ti nos with -
out health insurance soared. 

Start ing in the 1980s U.S. busi ness came up with a
new med i cal sys tem to re duce its soar ing costs. In stead of 
in di vid ual doc tors pro vid ing health care, med i cal ser vices 
would be pro vided through new or ga ni za tions var i ously
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called Health Main te nance Or ga ni za tions (HMOs), net -
works, and the like. These or ga ni za tions pro vided “man -
aged care.” Their man ag ers ne go ti ate with doc tors, hos -
pi tals, and labs for lower rates. They limit in di vid u als’
choice of pro vid ers. They decide what services members
can get. 

While the man ag ers of HMOs are of ten doc tors, or di -
nary prac tic ing doc tors are un der the thumb of HMO bu -
reau crats who tell them what ser vices they can pro vide
and how much they can charge. Doc tors are of ten given
bo nuses and other in cen tives if they pro vide fewer ser -
vices—and are threat ened with be ing dropped if
they pro vide “too many.” The av er age of fice visit
is now about ten minutes.

While the first HMOs were non-prof its and a
few re main so, to day most are huge chains op er -
ated for profit. (Ten per cent of all HMO mem bers 
are in Aetna’s U.S. Healthcare HMO alone.)
They have been joined by chains of for-profit hos -
pi tals like HCA Healthgroup, which owned 300 hos pi tals 
by 2001. The stock of these cor po ra tions is av idly traded
on Wall Street. Their suc cess is mea sured not by the
health of their mem bers, but by the prof its they can pro -
vide to their investors. 

The speed of the “man aged care rev o lu tion” was re -
mark able. In 1985 less than 10 per cent of Amer i cans
were in man aged care plans while 15 years later, 90 per -
cent of those with health in sur ance through their jobs
were in a man aged care plan.

Man aged care has been highly prof it able for cor po ra -
tions, but it has se ri ous draw backs for peo ple. Just as in
the rest of the world, health care in the U.S. is ra tioned.
But in stead of be ing ra tioned by pub lic pol icy on the ba sis 
of fair ness and need, it is now ra tioned by em ploy ers and
HMO man ag ers on the ba sis of what is most prof it able
for their in ves tors. Mean while, ris ing co-pays and de -
duct ibles are forc ing peo ple to go with out health care
even when they are supposedly insured. 

Un der man aged care, many peo ple feel at the mercy
of their HMOs. Their out rage has led to the pas sage of a
wide range of state pa tient rights laws. The HMOs are
now try ing to over turn these laws in court. 

To day’s Health-Care Cri sis

The “man aged care rev o lu tion” con trolled health care
costs, but—as pre dicted—only for only a short while. 

Health care as a pro por tion of GDP grew from 9 per cent
in 1980 to more than 15 per cent in 2003. Work ers’
monthly con tri bu tions for fam ily health ben e fits nearly
qua dru pled from 20 years ago, even with ad just ment for
in fla tion. Just be tween 2000 and 2003, em ployee con tri -
bu tions for health pre mi ums in creased by 50 per cent. Be -
tween 2000 and 2006, the cost of health in sur ance in -
creased by 73 per cent. To day the U.S. spends more than
$7,000 per per son on health care—more than twice as
much as in 1987 and more than twice as much as other
industrialized nations.

Be tween 1980 and 2003, the pro por tion of pri vate sec -
tor work ers with job-based in sur ance de creased from
more than two-thirds to less than half. Be tween 2000 and

2003, the pro por tion of pri vate-sec tor work ers who have
health in sur ance from their em ploy ers fell from 52 per -
cent to 45 per cent. Mean while, the role of pri vate in ter -
ests in shap ing health care has, if any thing, in ten si fied.
Sec tions of the 2003 Medicare drug bill, for ex am ple,
were ac tu ally drafted by the big drug companies. 

Two op po site re sponses are de vel op ing to to day’s
health care cri sis. One is to re duce the re spon si bil ity of
both em ploy ers and gov ern ment by de clar ing that health
care is an in di vid ual re spon si bil ity. Some new health care 
leg is la tion in cludes an “in di vid ual man date,” which pe -

nal izes those who don’t se cure a min i mum pack age 
of health ben e fits. In the 2006 Mas sa chu setts
health care law, for ex am ple, in di vid u als who do
not have health in sur ance cov er age by July 2007
will have to pay a penalty on income taxes. 

At the federal level the same idea of in di vid ual
re spon si bil ity ap pears as a plan for “Health Sav -
ings Ac counts” (HSAs). In di vid u als will es sen -

tially pay into their own ac counts and then buy their own
in sur ance. In a bi zarre aban don ment of the fun da men tal
idea of in sur ance as a way of spread ing risk, ad vo cates of 
MSAs pro claim their vir tue is that the healthy “need not
sub si dize the sick.” Such a sys tem would make sense
only if we knew in advance which of us will be sick.

The other al ter na tive is to join the rest of the world by
es tab lish ing a sys tem in which health care is a pub lic ben -
e fit avail able equally to ev ery one. At the federal level,
such an ap proach is of ten ex pressed as “Medicare for
all.” At a state level it is em bed ded in plans be ing de -
bated all over the coun try for “sin gle payer” uni ver sal
health care. Many of those who have sup ported pri vate
health care in the past, in clud ing many un ions, doc tors,
and small busi nesses, are now sup port ing this al ter na tive
to “Doctor Wall Street.”

Whose health did the U.S. health care sys tem de velop
to pro tect? The pres ent U.S. sys tem—so dif fer ent from
those in the rest of the world—did not de velop through
some in ev i ta ble pro cess. Rather, it came about through
the in ter play of pow er ful his tor i cal ac tors who were of ten 
mo ti vated more by greed and self-in ter est than by a de -
sire to meet the health needs of all Amer i cans.

At one time the med i cal sys tem em pow ered doc tors
and disempowered ev ery one else, in clud ing or di nary
health care con sum ers. But now the sys tem disempowers
not only pa tients, but even doc tors. In stead, it em pow -
ers—and en riches—profit-seekers.

 Great im prove ments in U.S. health care have been
pos si ble when the voices of those who need it have been
heard. In deed, the rea son we have health in sur ance,
Medicare, and pa tients’ rights laws is be cause mil lions of 
peo ple fought for them. Z

Jeremy Brecher is an his to rian whose books in clude
Strike!, Glob al iza tion from Be low, and, co-ed ited with
Brendan Smith and Jill Cut ler, In the Name of De moc -
racy: Amer i can War Crimes in Iraq and Be yond. He has 
re ceived five re gional Emmy Awards for his doc u men tary
film work. 
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