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f the $2.6 trillion spent in

2010 on health care in the
United States, 56% consisted of
wages for health care workers.
Labor is by far the largest cate-
gory of expense: health care, as
it is designed and delivered to-
day, is very labor-intensive. The
16.4 million U.S. health care
employees represented 11.8% of
the total employed labor force in
2010. Yet unlike virtually all
other sectors of the U.S. econo-
my, health care has experienced
no gains over the past 20 years
in labor productivity, defined as
output per worker (in health
care, the “output” is the volume

of activity — including all en-
counters, tests, treatments, and
surgeries — per unit of cost).

Although it is possible that
some gains in quality have been
achieved that are not reflected
in productivity gains, it’s strik-
ing that health care is not expe-
riencing anything near the gains
achieved in other sectors. At the
same time, health care labor is
becoming more expensive more
quickly than other types of la-
bor. Even through the recession,
when wages fell in other sec-
tors, health care wages grew at
a compounded annual rate of
3.4% from 2005 to 2010.
Complicating this picture is
the expansion of health insur-
ance coverage to 34 million ad-
ditional people over the next 10
years under the Affordable Care
Act (ACA).* This increase in the
population of insured Americans
will expand demand and the need
for labor — potentially to the
point where labor becomes scarce
and therefore even more expen-
sive. If we add these new benefi-
ciaries to the health system and
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expand the workforce propor-
tionally while retaining today’s
labor structure, total health care
costs will increase by $112 bil-
lion, or 13%. Therefore, to be
successful, any effort to slow
the rate of growth of health care
spending will require a change
to the labor structure.

Standing in the way, however,
is the inherent conflict between
the federal goals of slowing that
rate of cost growth and creating
jobs in the health care system.
President Barack Obama recent-
ly announced that health care is
a major area of job creation, and
we’ve seen 12% job growth in
health care over the past 5 years.
A recent report by the McKinsey
Global Institute notes that for
the United States to return to
full employment, as many as
22.5 million jobs would need to
be created, with 5.2 million, or
23%, in the health care sector.?
Over the past decade, health care
has been one of the primary driv-
ers of job growth in the United
States. Unfortunately, these jobs
have been added in part because
the health system has not im-
proved its productivity at the same
rates as other sectors.

Increasing labor productivity
has been the key feature distin-
guishing the U.S. economy from
other developed economies. Over
the past 20 years, our real gross
domestic product (GDP) grew
2.5% annually, with total em-
ployment contributing 0.7% and
labor productivity the remaining
1.8%. In comparison, the real
“value added” of the health care
sector, measured as the contri-
bution of the industry’s labor
and capital to its gross output
and to overall gross GDP, grew
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at 2.3%, with total health care
employment contributing 2.9%
while labor productivity actually
decreased by 0.6% annually. In con-
trast, other industries experi-
enced substantial growth in labor
productivity (see graph). Aside
from health care, only education
and defense showed no aggre-
gate gains in productivity. Al-
though it’s possible that there
were unmeasured gains in qual-
ity deriving from technological
improvement, as in the case of
eye surgery, it is highly unlikely
that after such effects were ac-
counted for, labor productivity
in health care would approach
that of other sectors. Until the
productivity adjustments to Medi-
care were added as a result of
the ACA — an effort to recap-
ture overpayments for one-time
expenses on buildings or capital
equipment that have been inap-
propriately included in annual
inflation adjustments — only
weak incentives existed to drive
labor productivity. As a result,
most efforts to tackle labor pro-
ductivity have focused on eking
out small improvements in ap-
proaches to nurse staffing and
reducing average hospital lengths
of stay by a few hours.
Improving the labor structure
in health care can be achieved
in three ways: reducing the
number of workers, lowering
wages, or increasing productivi-
ty. The first option is a crude
approach generally reserved for
recessions, though employment
in the health care sector contin-
ued to increase during the most
recent recession. Wages can be
lowered by either reducing cur-
rent wages or replacing current
workers with lower-cost (less
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skilled or more narrowly skilled)
workers who can produce the
same output. The field of law
has gone through such a transi-
tion, with the number of jobs for
paralegals and legal assistants
growing 2.5 times as quickly as
that for attorneys in the 2000s.2

Yet it is the final, and realis-
tically most viable, option that
provides the greatest return. If
the health care sector is to
achieve even the average im-
provement in labor productivity
seen in the overall U.S. econo-
my, we will need to redesign the
care delivery model much more
fundamentally to use a different
quantity and mix of workers en-
gaging in a much higher value
set of activities. (Although some
activities, such as feeding pa-
tients and tending to their hy-
giene, may be impossible to ac-
celerate, productivity is improved
when these activities are per-
formed by lower-cost but capa-
ble labor. Approaches that en-
courage delegation of tasks
from physicians and nurses to
other workers — for instance,
transferring postsurgical care
from surgeons to physician as-
sistants — provide opportuni-
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ties for additional savings and
increased productivity.) This so-
lution implies eliminating myri-
ad time-wasting, low-value ac-
tivities; increasing our use of
technology, data, evidence, and
teams; increasing standardiza-
tion to avoid rework; and relying
on evidence-based personalized
care to avert complications.

A large obstacle to such a
wholesale redesign is the com-
plexity of the federal and state
reimbursement rules and re-
quirements for scope of prac-
tice, licensure, and staffing ra-
tios. One example of the current
inflexibility is the requirement
that all imaging centers have a
physician on hand at all times if
intravenous contrast may be ad-
ministered, owing to the 0.1%
probability that a patient will
have a severe, life-threatening
allergic reaction.>* Surely, other
health care professionals could
be trained to respond effectively
to such an allergic reaction,
which would liberate these phy-
sicians to fill higher-productivi-
ty roles. In addition, though
providers are integrating new
technology into their systems,
they have no incentive in fee-for-
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service reimbursement for im-
proving productivity by convert-
ing inpatient encounters to
virtual visits, incorporating re-
mote monitoring, or managing
treatments with lower-cost care
coordinators. Though a Current
Procedural Terminology code
was created to permit billing for
e-visits, it requires the patient to
initiate the online visit. Hence,
communication between physi-
cians and patients — such as an
e-mail follow-up after an office
visit — does not meet the crite-
ria, a limitation that hinders the
uptake of technology.

Every other major sector of
the economy has managed to si-
multaneously improve quality
and consumer satisfaction and
reduce costs, which suggests
that the same should be achiev-
able in the health care sector
once the incentives are strong
enough. Moreover, in industries
in which productivity is improved,
workers’ wages grow, as they
capture some of the value creat-
ed by additional productivity.

It is critical that policymak-
ers and health plans focus on
revamping their reimbursement
approaches to create stronger in-
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centives to increase labor pro-
ductivity. The combination of a
risk-based payment model tied to
outcome goals, on the one hand,
and coding rules that are appro-
priate regardless of how provid-
ers achieve their clinical goals,
on the other, could inspire the
implementation of innovative,
technology-based, analytically in-
formed approaches that increase
productivity. Alternatives that
are not oriented toward substan-
tial improvements in labor pro-
ductivity will inevitably lead to a
future in which health care sala-
ries come under extreme pres-
sure, as payers and policymak-

ers resort to traditional levers of
market-basket cuts and utilization
controls. Therefore, as the sys-
tem embarks on initiatives such
as accountable care organiza-
tions, patient-centered medical
homes, and bundled payments,
it is imperative to work to opti-
mize both patient outcomes and
labor productivity.

Disclosure forms provided by the au-
thors are available with the full text of this
article at NEJM.org.
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uring our first year of medi-
cal school, we spent count-
less hours learning new words,
memorizing vocabulary as if we
were studying a foreign language.
We discovered that some words
that sounded foreign actually rep-
resented the familiar: rubeola was
measles, pruritus meant itching.
Now, we find ourselves learning a
new language of medicine filled
with words that seem familiar yet
feel foreign. Patients are no longer
patients, but rather “customers”
or “consumers.” Doctors and
nurses have been transmuted into
“providers.” These descriptors
have been widely adopted in the
media, medical journals, and even
on clinical rounds. Yet the terms
are not synonymous. The word
“patient” comes from patiens,
meaning suffering or bearing an
affliction. Doctor is derived from
docere, meaning to teach, and
nurse from nutrire, to nurture.
These terms have been used for
more than three centuries.
What precipitated the increas-
ing usage of this new vocabulary

in medicine? We are in the midst
of an economic crisis, and efforts
to reform the health care system
have centered on controlling spi-
raling costs. To that end, many
economists and policy planners
have proposed that patient care
should be industrialized and stan-
dardized.? Hospitals and clinics
should run like modern factories,
and archaic terms such as doctor,
nurse, and patient must therefore
be replaced with terminology that
fits this new order.

The words we use to explain
our roles are powerful. They set
expectations and shape behavior.
This change in the language of
medicine has important and dele-
terious consequences. The rela-
tionships between doctors, nurses,
or any other medical profession-
als and the patients they care for
are now cast primarily in terms of
a commercial transaction. The
consumer or customer is the buy-
er, and the provider is the vendor
or seller. To be sure, there is a fi-
nancial aspect to clinical care. But
that is only a small part of a much

larger whole, and to people who
are sick, it’s the least important
part. The words “consumer” and
“provider” are reductionist; they
ignore the essential psychological,
spiritual, and humanistic dimen-
sions of the relationship — the
aspects that traditionally made
medicine a “calling,” in which al-
truism overshadowed personal
gain. Furthermore, the term “pro-
vider” is deliberately and striking-
ly generic, designating no specific
role or type or level of expertise.
Each medical professional — doc-
tor, nurse, physical therapist, so-
cial worker, and more — has spe-
cialized training and skills that
are not recognized by the all-pur-
pose term “provider,” which car-
ries no resonance of professional-
ism. There is no hint of the role of
doctor as teacher with special
knowledge to help the patient un-
derstand the reasons for his or her
malady and the possible ways of
remedying it, no honoring of the
work of the nurse as a nurturer
with unique expertise whose close
care is essential to healing. Rath-
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