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ABSTRACT
EthIcal issues Involved In providing managed

health and mental health care have received

much attention from pollcymakers, the helJ}"

Ing professions, consumer groups, and the

popular press. Many contend that managed

care is Inherently unethical, given its emphasis

on controlled access to needed resources. A

less visible but no less fervent minority con­

tends that managed care need not lead to

ethical compromise and, in fact. Is at least as

ethically Justifiable a means of prOViding care

as was the unregUlated fee-far-service system.

The author revIews the lllerature. presents ar­

guments on both sides of the question, and

offers a list of pnndples. charactenstlcs. and

resources by which ethical managed care

might be identified.

KImberly Strom-Gottfried Is assistant professor,

School of Social Work, University of Minneso­

ta. Minneapolis. Minnesota. The author

thanks Ruth Derhelm Monson for her assis­

tance In prepanng this article.

For a term that was virtually ab­
sent from the literature ten

years ago, "managed care" has as­
sumed a prominence in profession­
al publications and the popular
media that few other issues enjoy.
Much of this attention parallels the
proliferation of managed care
strategies in the war against rising
health costs. Often the dialogue
about managed care goes beyond
the sanguine analysis of its effects
on health costs and service deliv­
ery. Whether generated by con­
sumers, policymakers, or physi­
cians and other providers, a com­
mon hue and cry holds that man­
aged care is "mangled care"
(Sharfstein, 1990, p. 965), and a
"nightmare" (Karon, 1995, p. 5),
and that the very term "ethical
managed care" is an oxymoron
(Sabin, 1995). The literature is re­
plete with descriptions of providers
who are unable to deliver effective
services and of recipients who have
been denied needed care with seri­
ous and at times fatal conse­
quences. Yet, to date, approximate-

Iy 129 million Americans are en­
rolled in some form of managed
care, including those whose care is
paid through employer-sponsored
programs, those who purchase
coverage independently, and those
whose care is paid for by govern­
mental programs such as CHAM­
PUS, Medicaid, and Medicare.

The vast concern about man­
aged care coupled with growing
numbers of persons regulated by it
demands a critical examination of
this issue. Is managed care unethi­
cal? What forms of ethical compro­
mise are the locus of concern?
What populations are most at risk
under managed systems? Examina­
tion of contrasting points is neces­
sary as well. What are the bases for
claims that managed care is not un­
ethical? Have current concerns ob­
scured our appreciation for the lim­
itations of the earlier fee-for-service
system? This article examines the
literature related to these questions
and disrills from them the princi­
ples and practices by which ethical
managed care can be structured.
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What Is Managed Care?

Managed care refers to many
different strategies that are em­
ployed alone or in various combina­
tions in such a way as to literally
manage care and thus control the
costs of health and other services.
Commonly used strategies, and
those most frequently linked to ethi­
cal concerns, include capitated pay­
ment systems, gatekeeping efforts,
quality assurance mechanisms, and
provider and consumer incentives.

Capitation refers to the provi­
sion of an agreed-upon set of ser­
vices delivered for a prepaid fee, re­
gardless of the amount of services
used. So, for example, for a speci­
fied rate, "per member, per month,"
health maintenance organizations
(HMOs) cover the health care of
their subscribers and are "at risk" if
service use exceeds the budgeted
amount they have received. Con­
cerns about capitation frequently
focus on the incentive to underserve
clients and the challenges involved
in adequately serving people with
chronic or high-eost health prob­
lems within such a budget.

Gatekeepillg strategies under
managed care include requiring
preapproval for services or screen­
ing by a primary care physician be­
fore referral for tests or a specialist
visit. Gatekeeping also directs pa­
tients to certain providers, typically
those who have contracred to

abide by the company's policies
and ha\'e accepted discounted pay­
ments in return for a flow of refer­
rals. As its name implies, gatekeep­
ing raises concerns that rhose who
need services will be denied tbem,
for example, based on strict inter­
preration of the criteria of "medi­
cal necessity." Another fear is that

understaffing or lack of proper cre­
dentials among gatekeepers will
lead to delays in obtaining assis­
ranee or to ad\'erse decisions about
care. Finally, the question of pro­
viders' loyalty is raised by rhe con­
tractual arrangement - can they
fulfill the fiduciary responsibility to
their patients while under the man­
agement of the payor?

Utilizatio1l management mech­
anisms incorporate the findings of
prospective, concurrent, and retro­
spective treatment reviews, con­
sumer satisfaction and outcomes
measures in the development of
managed care processes. As pat­
terns of service usage are examined
in light of costs and standard treat­
ment protocols, policies are then
developed to guide providers in the
selection of services or medications
(through drug formularies) that are
efficient and cost effective. The re­
liance on bottom-line criteria or
fixed formulas raises concerns
about the effect of utilization pro­
cedures on clients whose needs
cannot be met within these frame­
works. Likewise, because the
amount or costs of care may be
easier to measure than the quality
and long-term effects, there is some
concern that the wrong effective­
ness indicators are being empha­
sized. Finally, with regard to the
management of individual cases,
there is considerable distress about
the loss of privacy in the doctor­
patient relationship, as extensive
information is required to justify
treatment and as electronic meth­
ods are used to gather and srore
sensitive information.

Incentives for controlling costs
come in the form of policies direct­
ed at providers and consumers of
care. Provider incentives include
salary "witholds" or bonuses pred-
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icated on meeting targeted goals,
for example, in ordering a specified
number of tests or making referrals
to specialists at a particular rate.
Adverse consequences can also be
used, when, for example, insurers
drop providers from their network
or funnel referrals away from those
who fail to meet efficiency or qual­
ity targets.

Consumers also face incentives
to use care judiciously. These in­
centives come in the form of co­
payments and other policies that
increase patients' costs or disallow
coverage when patients see out-of­
network providers, seek care with­
out going through a care manager
or use high-cost services (such as
emergency rooms) in non-dire con­
ditions. Incentives as a whole raise
concerns about rewarding under­
service or penalizing providers and
patients who pursue needed help.
On a larger scale, they raise con­
cerns about providers "cherry pick­
ing" healthy populations, with
whom incentive rewards can be
more easily achieved (and penalties
more easily avoided). Clearly the
structures that have enabled man­
aged care to bring health costs
under control can have adverse ef­
fects. But is this necessarily so? Are
rhey unethical?

Managed Care
Is Unethical

The basis for many ethical chal­
lenges to managed care lies in the
societal climate in which it exists ­
a marketplace that resists oversight
and regulation, in which health is
treated like any other industry, and
the patient is a commodity (Zoloth­
Dorfman and Rubin, 1995). News
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items detailing insurance company
mergers, hospiral closings, death
due to denial of care, stOck payouts
and exorbitant CEO salaries rein­
force concerns that profit is being
pursued regardless of the human
implications (Anders, 1996). Fur­
thermore, as the government shifts
responsibility for Medicaid and
Medicare recipients to managed
care, some experts question how the
public will be able to hold priva­
tized systems accountable, especially
when it comes to vulnerable popu­
lations (Rosalyn Carter Symposium,
1995). The emphasis on profits,
streamlining, and competition is es­
pecially troubling (and ironic) in a
society in which millions remain
uninsured or underinsured.

For the purposes of this discus­
sion, the range of ethical concerns
about managed care are examined
in two categories: concerns about
professional compromises and con­
cerns about the effects on particu­
lar populations in need of care.

Managed Care Leads Profes­
sionals to Ethical Compromises

Most of the attemion regarding
the ethics of managed care has been
directed at the ways clinical prac­
tices may be compromised by payer
intrusions. Particularly distressing
are issues of confidentiality, conflicts
of interest, informed consent, client
abandonment, and negligent care.

Confidentiality. A number of
authors have addressed threats to

worker-client privacy under aggres­
sive care-management systems.
Davidson and Davidson (1995)
note that practice today is driven
by payers, not the needs of clients,
and that this shift and the growth
of information technologies have
led to the demise of confidentiality.
Identifying an essential paradox,

they state that "social workers
have traditionally advocated for
people who need services, and so it
seems perverse to contribute client
data to a system that takes the in­
formation and uses it to figure out
who should not receive treatment"
(p. 209). Not only is more infor­
mation required to obtain approval
to serve clients, but the use of elec­
tronic methods for conveying and
storing data results in less control
over who has access to this infor­
mation and how it is used. This
quest for data is particularly dis­
tressing in the behavioral health
field, where personal disclosures
are often at the core of treatment.
An additional concern is that sensi­
tive information may be accessed
by employers and future insurers,
and that such information mayaf­
fect job security or the ability to
obtain future health coverage.

Corcoran and Winslade
(1994) described the intrusions of
managed care in clinical relation­
ships and enumerated the effects,
including discouraging prospective
clients from seeking treatment, dis­
rupting the therapeutic relation­
ship, and complicating the provi­
sion of informed consent. They ac­
knowledge payers' legitimate inter­
ests in obtaining information, re­
sulting from the need to control
costs and ensure the delivery of
necessary, quality services. They
offer compromise positions to ad­
dress the competing interests of
payers, providers, and recipients.
Their suggestions include expand­
ing the scope of confidentiality to
include the managed care entity,
imposing limits on the information
that is obtained and who can ac­
cess it, protecting patient identi­
ties, and actively involving patients
in utilization review procedures.
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Echoing concerns about the
loss of patient-provider confiden­
tiality, Simon (1994) recommends
the assertive and thorough use of
informed consent, so that con­
sumers arc aware, at the outset of
treatment, how the information
they share may be compromised.
Simon also suggests that reports
and other communications with
the managed care company be
shared with the client.

Conflicts of Interest. Another
significant area of ethical concern
under managed care involves the
potential for conflicts of interest
between providers and their clients.
Threats to provider autonomy and
to the provider's fiduciary responsi­
bility are also germane here. "Au­
tonomy" reAects the principle that
the care giver is free to determine
the client's needs and how best to
meet them. The emergence of man­
aged care has diverted some of that
power to third-party reviewers.
Similarly, reimbursement structures
and utilization incentives may im­
pede one from carrying out the
fiduciary responsibility and acting
in the hest interest of the patient
(Pellegrino, 1994; Haas and Cum­
mings, 1991). This dilemma is cap­
tured in the notion of douhle agen­
try (Blum, J992), wherein the pro­
vider's loyalty is not solely to the
patient, hut also to his or her em­
ployer and the third-party payer.
Corcoran and Vandiver (1996)
take this dynamic a step further,
raising concerns about "secret
agentry" whereby, because of "gag
clauses" or other restrictions im­
posed on providers, clients may
not know the extent to which their
providers' loyalties are divided and
their options constrained. Other
authors (Fromer, 1994; Iglehart,
1992) articulate the same concern,
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identifying the ethical issue as one
in which the provider plays both
advocate and allocator. Geraty,
Hendren, and Flaa ask, "Is it possi­
ble for the individual physician to
serve both his patient and his soci­
ety?" (1992, p. 399). The Ameri­
can Medical Association (Council
on Ethical and Judicial Affairs,
1995) has taken issue with this du­
ality, raising concerns about man­
aged care allocation decisions
based primarily on costs, and with
forcing physicians to do "bedside
rationing." They contend that al­
though physicians must usc re­
sources responsibly, decisions that
involve denying a patient a poten­
tially beneficial procedure fly in the
face of patient trust and the tradi­
tional role of healers.

More direct conflicts of inter­
est may exist when providers have
personal financial incentives to
limit care (McCormack, 1996;
Stoil, 1995; Hillman, 1990). The
AMA (Council on Ethical and Ju­
dicial Affairs, 1995) contends that
such incentive systems are not in­
herently unethical, but suggest that
their "design and intensity" (p.
333) be structured so as not to in­
fluence patient-care decisions.
Thus, they suggest that the
"strength" of the incentive, such as
the percent of income placed at
risk, be limited; that they be based
on group, rather than individual
performance; and that bonuses or
penalties be made less frequently,
perhaps annually.

Informed Consent. Many au­
thors have addressed the threats
that managed care may bring to in­
formed consent. The right to pro­
vide consent is tied to the concept
of patient autonomy and the need
for individuals to make informed,
well-considered decisions about

their care. Blum (l992) notes that
informed consent is not a singular
action, but rather a process that
may become confounded with the
insertion of a pre- authorization
reviewer into the worker-elient rela­
tionship. Where should the
forthright discussion of symptoms,
needs, and treatment options occur?

" . . . Although physicians

must use resources responsi­

bk decisions that inyolvE'..
denying a patient a potentially

beneficial procedure fly in the

face of patient tnlst and the

traditional role of healers.~

Do preauthorization discussions
subvert patient involvement? Does
preauthorization artificially narrow
the range of options to be dis­
cussed? Beyond these concerns,
Blum addresses patient autonomy
and questions whether the econom­
ic agenda of third-party payers may
serve as a bureaucratic and pater­
nalistic barrier to self-determina­
tion. Other authors (Strom-Got­
tfried, 1998; Corcoran & Vandiver,
1996; Rodwin, 1995; Pellegrino,
1994) have discussed the degree to
which informed consent may be
compromised by managed care
policies that implicitly or explicitly
hinder professionals from discussing
the full range of treatment options,
the limitations on care imposed by
the health plan, and their own fl-
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nancial stakes in the services ren­
dered or conserved. Sulmasy (1995)
refers to such threats as the "new
medical paternalism" (1995, p.
325) as patients' prerogatives are
overtaken by the decision making
of their doctors or insurers, and
Miller refers to it as "invisible ra­
tioning" (1996, p. 583).

Abandonment and Negligence.
A range of ethical concerns emerge
with regard to providers' ability to
render quality care, their compe­
tence and credentials, and the dan­
ger of client abandonment when
needs continue but approval for
care is exhausted. With regard to
"abandonment" (Reamer, 1997;
Simon, 1994; Borenstein, 1990),
some authors agree that even if
payment by the insurer ceases,
providers are obligated to continue
rendering care they deem neces­
sary or make an appropriate tran­
sition to other services. The larger
consequences of this practice for
underfunded public or charitable
programs is merely one concern
(Haas & Cummings, 1991). A sec­
ond concern has to do with the
personal consequences for workers
who may know the right course of
action, but whose practice is com­
promised by cases for which reim­
bursement runs short of need. Fi­
nally, at least two articles have
questioned the advisability of con­
tinuing to provide care to an indi­
vidual whose health plan has
ceased to approve services. This
practice, which Morreim refers to
as "poaching" (1988, p. 23),
means that clinicians are indepen­
dently and inappropriately ex­
pending resources on "the 'fa­
vored' patients," (Haas and Cum­
mings, 1991, p. 49) when such re­
sources might otherwise be avail­
able for others to use.
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Further concerns arise with re­
gard to the threats that inadequate­
ly trained providers pose for quali­
ty care. In part, this issue results
from the use of "physician exten­
ders" such as nurses, physician as­
sistants and social workers who
may take over aspects of care for­
merly performed by doctors. The
rationale for substituting other
providers is that it allows physi­
cians' time to be redeployed to
other areas of need, and that costs
can be reduced by using a less-ex­
pensive category of care giver. The
ethical issue, of course, is whether
such substitutions diminish the
quality of care and put patients at
risk (Sunley, 1997; Anders, 1996,
Karon, 1995). A second concern
involves the credentials of case
managers who have the power to
question physicians and others
about their clinical choices, limit
the provision of services, and con­
trol access to specialists, tests or
other resources (Rodwin, 1995).
The potential for negligence arises
when such managers lack sufficient
education and experience to be
making crucial care decisions,
when they are excessively aligned
with the payer's rather than the pa­
tient's interests, and when they
make decisions by telephone, hav­
ing never seen the patient in ques­
tion (Borenstein, 1990).

Also related to concerns about
quality, Karon (1995) identifies the
disincentives for managed care
companies to focus on preventive
services. He argues that in a highly
profit-driven environment, the em­
phasis is on the bottom line over
the short-run, and that the long­
term savings resulting from disease
prevention are not given the atten­
tion chey deserve. He also notes
that without guarantees that pa-

tients will continue to be enrolled
in a particular plan year after year,
a company's stake in assuring their
long-term health is also dimin­
ished. Medicaid recipients are par­
ticularly at risk in this regard, be­
cause their eligibility for coverage
fluctuates, affecting their ongoing
enrollment in managed care. This,
coupled with their potentially high­
er use of services, raises concerns
about their risk for inadequate care
(Kaiser Foundation, 1995).

Emanuel and Dubler (1995)
used a "six C" framework to de­
scribe the ideal physician/patient
relationship and the opportunities
and threats that are posed by man­
aged care. Four of the challenges­
to competence, communication,
compassion and (no) conflicts of
interest have been addressed above.
Choices, the fifth criterion for a
strong relationship, refer to deci­
sions about provider, setting, spe­
cialist care and treatment options,
all of which are limited by the
heath plan purchaser or con­
strained by the plan itself. The
sixth characteristic, continuity, is
threatened when employers switch
plans annually in pursuit of cheap­
er alternatives, affecting their em­
ployees' ability to establish ongo­
ing relationships with care givers.
Continuity is also threatened by
time pressures that limit the length
of pacient/provider interaction for
each episode of care and by under­
staffing, which can lead to aggra­
vation and delays in receiving as­
sistance. Such truncated relation­
ships may result in an incomplete
understanding of the patient's con­
dition and life circumstances, and
limic the provider's ability to suc­
cessfully persuade the patient to
adopc healthier habits or comply
with treatment recommendations.
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Borenstein (1990) echoes the con­
cerns about continuity of care,
charging thac frequent, intrusive,
and time-consuming case reviews
(including face-to-face audits) may
drive c1iems from treatment, make
them suspicious about the quality
of their care, or otherwise affect
the provider's ability to serve them
properly over time.

Managed Care Disadvantages
Particular PopUlations

Particular concerns about
managed care have arisen in the
behavioral health field, as workets
and consumers in the areas of men­
tal health and chemical dependency
deal with a fundamental shift in
the focus and scope of services
(Shore & Beigel, 1996). By limiting
the aim of treatment to the restora­
tion of functioning, managed care
negates the fundamental belief of
many providers - that underlying
issues must be addressed in order
to alleviate symptoms and to
achieve long-term success. Al­
though some may argue thar these
limits are justifiable based on past
misuses of insurance-funded men­
tal health care (Winegar, 1992)
others worry that populations for
whom full social and vocational
functioning is not a reality and
whose needs exceed brief solution­
based outpatient sessions, wiII be
discarded or disadvantaged under
managed care (Olsen, 1995;
Durham, 1994, Schreter, 1993;
Hood and Sharfstein, 1992).

Borenstein (1990) and others
have complained about the lack of
parity in mental health coverage,
and in the disproportionate scruti­
ny and allocation of care it re­
ceives. Boyle and Callahan re­
ferred to it as "the poor stepchild
of the health care delivery system"
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(1995b, p. 4). Particular concerns
arise around the stringent use of
medical necessity criteria, whereby
managed care companies label
"the persistently ill as untreat­
able," and "the worried well as
not requiring coverage" (Anders,
1996, p. 156). Clearly, savings can
be realized if "everyone is either
too sick or too healthy to warrant
attention" (p. 156).

With regard to the mandatory
conversion of Medicaid popula­
tions to managed care, various au­
thors have raised the concern that
without a consistent national poli­
e)' and quality controls, such pop­
ulations are at risk of being denied
informed consent/informed refusal
due processes and may be subject
to fraudulent enrollment practices
and poor access and quality of
care (Zoloth-Dorfman & Rubin,
1995; Rosalyn Carter Symposium,
1995; Kaiser Foundation, 1995).

Concerns about inadequate
treatment are not focused exclu­
sively on the poor or high-end users
of care. Randall addresses the im­
pact of managed care on persons of
color, maintaining that the "very
foundations on which MCO deci­
sions are made are culturally bi­
ased, because they are based on in­
formation from largely middle­
class, European-American healthy
males" (1994, p. 224), While ac­
knowledging the perverse incentives
under traditional indemniry insur­
ance, which rewarded excessive
provision of care and acted as a
disincentive for preventive efforts,
Randall maintains that managed
care poses a greater threat for eth­
nic Americans, because of strict uti­
lization review processes and finan­
cial risk-shifting via capitation and
incentive programs, As a popula­
tion that has traditionally heen un-

derserved and that may require ad­
ditional services as a result of poor­
er health status, persons of color
may be particularly disadvantaged
by policies that are normed on
healthier populations and empha­
size efficiency. From an ethical per­
spective, Randall sees the greatest
threat in the shifting alliance be­
tween payers and providers, noting
that the best interest of the patient
may no longer be the physician's
primary objective.

Echoing Randall's concerns
about the way in which clinical de­
cisions are made, other authors
urge caution in the relying on out­
come measures for the allocation of
resources. Geraty and colleagues
(1992) cautioned that programmat­
ic comparisons should not be
drawn without taking into account
the variability in settings and popu­
lations on which the data are based.
The authors imply that the rush to
measure progress may cause evalua­
tors to overlook the shortcomings
of the measures that are used. Olsen
(1995) takes this a step further and
offers cautions in the use of six
common outcome measures, such
as utilization rates, client reports
and objective measures designed for
particular diagnostic categories,
Given the decisions at stake, Olsen
calls for scientific rigor if outcomes
research is to be ethically sound.

Managed Care Is
Not Unethical

Managed CDre 15 a Rational
System for Distributing care

Based on a three-year Hastings
Foundation study, Boyle and Calla­
han (1995a) examined six common
criticisms of managed mental
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health and concluded that it "need
not be judged any more inequitable
than the present fee-for-service sys­
tem and, if anything, can be judged
potentially more equitable and ac­
countable" (p. 20). Specifically,
with regard to the complaint that
managed care adversely affects the
quality of care, the authors suggest­
ed that quality should not be con­
fused with quantity or intensity of
care. Outcomes, science-based
practice guidelines, and other mea­
sures of quality should be used, but
in an era of fixed resources, the
substitution of less-expensive care
is ethically justifiable for milder ill­
nesses if it affords better levels of
care for persons with greater needs.

With regard to the criticism
that managed care limits access,
Boyle and Callahan found that pa­
tients are more likely to receive
timely and appropriate services
under managed care than they
were under traditional fee-for-ser­
vice care. As with the discussion on
quality, the authors suggested that
a continuum of circumstances be
used to determine how access
should be prioritized. They main­
tained, however, that prioritization,
in and of itself, is not unethical.

Directly addressing complaints
about managed care's effects on the
patient-provider relationship, Boyle
and Callahan cited a lack of evi­
dence supporting contentions that
providers are limiting care, and in­
sist that financial incentive schemes
are ethically sound when patients
are informed about them and when
they are structured to reward quali­
ty of care, rather than the limita­
tion of care. The authors defended
disclosing patient information to
clinical reviewers as part of respon­
sible management of benefits and
as a means to ensure that care is
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based on patient needs rather than
"arbitrary benefit entitlements" (p.
16). They further suggested that
disruptions in continuity of care or
clinical relationships caused by
third-party intrusions or shifting
clients to different providers are not

"Some of thl.' recent olltrage

about managed care might be

suspect. in that it has arisen

only in conjunc.tion "ith the

care restrictions imposed on

the middle class.~

necessarily unethical, nor unique to
managed care. As with quality and
access, the goal is to avoid disrup­
tion if it would have adverse conse­
quences and to allow review when
it would not have a detrimental ef­
fect but would yield more appropri­
ate treatment and cost savings.

Boyle and Callahan (1995a)
acknowledged concerns about con­
sumers' capacity to deliver in­
formed consent at the cime of plan
selection and at the point of ser­
vice, noting that this may be par­
ticularly difficult for people in
need of mental health services. Al­
though such concerns are justified,
rhe barriers to informed consent
are not insurmountable. As evi­
dence, they cite managed care pro­
grams chat offer twenty-four-hour
access and have extensive informa­
tion via brochures, videotapes, and
personal presentations.

What about allegations that
managed care does not offer pro­
viders and consumers a level play­
ing field - that decisions about
care arc made arbitrarily, based on
unknown criteria? Again, Boyle
and Callahan acknowledge prob­
lems with secret protocols and
with the ongoing lack of parity in
the coverage of "mental" health
versus "physical" health. With re­
gard to the former, they state that
the situation is changing, and, in
fact, well-published appeals pro­
cesses are in place to deal with ad­
verse decisions. With regard to the
latter, chey note that the buyers of
care are responsible for the type
and quality of care purchased and
for making good decisions about
the needs of those whose lives they
will be covering. As to decisions
about care and vagaries in the way
"criteria" such as "medical necessi­
ty" and "effectiveness" are used,
Boyle and Callahan suggest that
consumers and providers assume
an active role in operationalizing
such criteria and developing deci­
sion processes. Even with such ef­
fans, decisions will need to be
made that some individuals will
experience as unfair or unethical.
Such incidents are not exclusive to
managed care, and they may not
be unethical if the procedures used
to come to them are fairly derived
and well understood.

finally, in response to the crit­
icism that utilization managers in­
appropriately usurp providers' de­
cision making, Boyle and Callahan
(1995a) acknowledge that if man­
aged care organizations are going
to control treatment planning, they
must also be held responsible for
it. Yet they again remind us not to
compare current service delivery to
an idealized "Marcus Welby-type"
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(1995a, p. 20) standard of care,
bur TO recognize that choices are
always constrained by cost and pa­
tient resources.

Emanuel and Dubler (1995), in
critiquing managed care, measured
it against the fee-for-service system.
They noted flaws in that system
ranging from the failure to assess
and publicize provider competence
to fragmentation of services to lim­
ited patient autonomy resulting
from excluded conditions or pro­
hibitive deductibles. Importantly,
they remind us that for the 37 mil­
lion uninsured in this country, the
managed care system, flaws and all,
is becter than the lack of choice and
continuity of care and questionable
competence among care givers that
they now experience.

The Ethical Imperative
OfStewardship

Some authors have recast argu­
ments about the compromises man­
aged care brings to professional
ethics by reframing it as an issue of
"stewardship" as well as fiduciary
responsihility. Sabin (1994, 1995)
is perhaps best known for this
stance. He argues that clinicians are
simultaneously" 1) caring for pa­
tients, and 2) spending the money
of all those who have pooled their
funds through taxes or insurance
premiums to provide care" (1995,
p. 294). Thus, "double agentry" is
unavoidable and is ethical if it is
acknowledged and accepted by the
client through a valid process of in­
formed consent. In examining the
codes of ethics of the National As­
sociation of Social Workers
(NASW) and the American Psy<:ho­
logical Association, Sabin (1994)
finds support for his position in the
NASW Code's recognition of the
duality of clinician's concerns and
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its focus on steps in resolving re­
sulting conflicts. Sabin notes, how­
ever, that although providers "can­
not avoid being agents for them­
selves (as by charging fees or set­
ting limits on their office hours) as
well as for their patient's needs,
they can and must avoid exploiting
the patient to do so (1994, p. 322).
Thus, restrictions on care are in­
tended to promote communitarian
ideals through the greater availabil­
ity of finite resources, nut increase
shareholder profits, executive
salaries, or provider bonuses. Stew­
ardship doesn't mean expanding
private profit margins (Zoloth­
Dorfman & Rubin, 1995) through
the" ruthless pursuit of economic
efficiency" (Chervenak & :vtcCul­
lough, 1995, p. 320)

Doherty and Heinrich (1996)
similarly argued that the traditional
view of clinicians' responsibilities is
too narrowly cast and that, in fact,
the responsibilities are "multilater­
al" (p. 18). Thus, clinicians must
appropriately examine the interests
of a range of stakeholders, including
payers, managed care companies,
society, clinical administrators and
the clinicians themselves. They de­
tail the range of interests at play
and the steps for more collaborative
problem solving. They also ac­
knowledge the need for adherence
to "good enough" standards of care
and the importance of advocacy
when care falls below such stan­
dards or when the patient's condi­
tion is unresponsive to them.

7heEth;coj
Commun;tarlan;sm

Related to the issue of stew­
ardship are the issues of communi­
tarianism and distributive justice.
These principles suggest that au­
tonomy or, in this case, pursuit of

the best available treatment for the
individual is mitigated by concerns
about the needs of others, wherein
decisions on care might be based
on the greatest good for the great­
est number of people. Some argue
(Sabin & Neu, 1996) that man-

II . . . Whether the System

is managed care or fee- for­

service, critical problems re­

sult from poor design, under­

funding and ineffective moni­

toring' not the system itself.~
L- •

aged care, for example, under
HMOs embodies this ethic, though
others suggest it is undone by the
profit motive. Some, such as
Zoloth-Dorfman and Rubin (1995)
recommend that if true distributive
justice exists, patients who forego
expensive procedures or agree to
take less-expensive medications
with greater side effects deserve a
rebate based on the savings their
choices have generated.

To some extent, however, the
communitarian ethic can be seen in
the enrollment of Medicaid recipi­
ents in managed care. The ability
to control costs, for example by
decreasing unnecessary emergency
room visirs, means that benefits
can be increased, or access im­
proved by raising the income eligi­
bili!}' threshold. Zoloth-Dorfman
and Rubin (1995) note thar when
Medicaid recipients are main-
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streamed with other HMO en­
rollees, the result is elimination of
the two-tiered service system and
"access to physicians and care set­
tings that simply were not avail­
able before" (p. 348). Imbedded in
this view is the reminder that the
poor have always had their care
managed and their choices limited.
Some of the recent outrage about
managed care might be suspect, in
that it has arisen only in conjunc­
tion with the care restrictions im­
posed on the middle class.

In a review of more than 130
studies of managed care's applica­
tion to Medicaid populations, a re­
port from the Kaiser Foundation
notes that "many of managed
care's principle features - care co­
ordination, case management, a
clearly identifiable health care pro­
vider with overall patient manage­
ment responsibilities and a capitat­
ed prepaid payment with little or
no cost sharing - have the poten­
tial to improve access for a histori­
cally underserved population"
(1995, p. 25). Although the report
does not disregard either the short­
comings of managed care or the
complexities of serving Medicaid
beneficiaries, it reminds us that
whether the system is managed
care or fee-for-service, critical
problems result from poor design,
underfunding and ineffective moni­
toring, not the system itself.

Ethical Concerns Are Spurious
Finally, a few authors question

the source and basis for the ethical
outcry about managed care. Some
authors suggest that concerns
about fiduciary responsibilities and
limits on care are moot when,
through informed consent, individ­
uals have selected health care plans
with certain benefits or limitations.
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Waymack reflects this thread, stat­
ing that providers are "acting upon
the interests of the patient as de­
fined by the patient in the in­
formed choice of a health plan"
(emphasis in original) (1990, p. 76).
Others, of course, counter that "in­
formational inequality" and the
confusing array of directives under
managed care are such that con­
sumers are rarely in a position to
make decisions to which they can
be held accountable when health
crises arise (Blum, 1992).

With regard to conflicts of in­
terest, Backlar (1996) contends
than managed care is merely a
"wake-up call" to a long-standing
problem that has, by and large,
been ignored. She notes that health­
care providers in public programs,
such as state hospitals and commu­
nity agencies have always managed
multiple loyalties to their employ­
ers, the public, and their clients,
and offers managed care as a means
to become more conscious of the
potential for conflicting agendas.

Mechanic (1994) acknowledges
that abuses occur under managed
care, not unlike abuses in fee-for­
service practice, but maintains that
the conflicts occur at the margins,
and the bulk of care is provided
without difficulty. He also notes,
"Despite much rhetoric and anec­
dote, there is little evidence overall
that care is being unreasonably
managed or that the dire conse­
quences predicted by critics are
likely to occur" (p. 221). He cites a
GAO report in concluding that "so
little care is presently denied that
skeptics question whether managed
care is cost-effective" (p. 221).

Blum suggests that providers'
concerns about their autonomy and
their ability to serve the best inter­
ests of the client are really concerns

about their own "professional
power, prestige, and income"
(1992, p. 257). He maintains that
unfettered provider autonomy
means a lack of accountability and
an unregulated and unnecessary es­
calation of health costs.

Identifying Ethical
Managed Care
Programs and Practices

If managed care reflects a con­
tinuum of practices that range
from the unethical to the ethical,
what organizational characteristics
and professional practices can be
identified as hallmarks of pro­
grams on the "more ethical" end
of the spectrum?

Christensen (1995) offers an
examination of managed care or­
ganizations (MCOs), and identifies
five key features that distinguish
ethically sound companies from
those that are not. She argues that
although non-profit HMOs are ex­
periencing pressure to behave like
for-profit entities, the administra­
tive costs (and thus the amount of
money available to be reinvested
in care) are significantly different
in the non profit model. She also
suggests that in ethically sound
MCOs, physicians are salaried and
capitation risk is shared across a
large group of providers. Also in
such settings, physicians are in­
volved in the implementation of
utilization, review processes and in
the development of practice guide­
lines (as distinct from standards).
Finally the recipients of care
should have a role in multiple lev­
els of the organization's opera­
tions. They should be provided full
disclosure of any incentives to
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limit treatment, be offered wide­
ranging health education, and be
included in organizational policy
or ethics committees.

Reamer (1997) offers vignettes
of common managed care dilem­
mas and suggests that such dilem­
mas are not exclusive to direct
practice, but also arise in supervi­
sion, consultation, and administra­
tion. His advice for ethically-pru­
dent practice under managed care
includes assuring that clients are
fully informed about how the ser­
vices they might receive are shaped
by managed care policies. He also
recommends careful attention to

the process of termination, noting
that precipitous termination, re­
gardless of the reason, is contrary
to the Code of Ethics, and that
negligent referrals to settings that
do not have the competence or ca­
pacity to assist the client bring
similar legal or ethical risk.

Various groups have passed
versions of a "Bill of Rights" that
enumerate the qualities that con­
sumers should expect from ethical
organizations and caregivers. These
statements offer frameworks that
can he adopted as criteria for ap­
propriate care, for example, "Gov­
erning boards should represent and
be accountable to their local areas,
in order to better reflect and re­
spond to the needs of that commu­
nity" (National Community Men­
tal Health Care Council, 1997,
p. 4). Regarding confidentiality,
"Individuals will not be required to
disclose confidential, privileged or
other information other than: diag­
nosis, prognosis, type of treatment,
time and length of treatment and
cost" (Treatment Bill of Rights,
1997, p. ~). Consumer groups such
as the National Alliance of the
Mentally III and the American As-

----------------
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sociation of Retired Persons also
offer guides to care that reflect
similar principles, and standards
for ethical treatment are increas­
ingly the focus of legislative initia­
tives. Although state and federal
lawmakers may be ill equipped to
address the range of questionable
managed care practices, their
strategic intervention is an essential
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wealth: HMOs and the breilkdollJll of
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(pp. 245-265). Springfield, IL: Charles
C Thomas Publisher.

Borenstein, D. (1990). rvfanaged care: A
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In conclusion, managed care,
and the ethical and clinical prob­
lems that result, are artifacts of our
society's mixed messages about
health care and who should pay
for it. Managed care replaces a sys­
tem that was also characterized by
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