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Ethical Issues in Managed Care
by George Agtch, Ph.D.

othing attracts
the attention
of health care
providers these
days more than
mention of
managed care.
Although increas

ingly common, managed care is still
new and dynamic enough to he con
troversial. Although that controver
sy can take many forms, I limit dis
cussion to twO ethical questions
associated with managed care that
have a direct bearing on cancer diag
nosis and treatment: quality of care
and restriction of professional
autonomy.

The term managed care must
be used with caution because man
aged care has many forms, which
involve different contracting, incen
tive, payment, reimbursement, and
specialty referral arrangements and
restrictions, as well as covered ser
vices. In addition, making general
izations about managed care is diffi
cult, since the term has traditionally
included capitated, staff, and PPO
arrangements, but now includes
newer alternative models such as
provider-sponsored organizations.
These facts do not preclude discus
sion of the ethical aspects of man
aged care, but rather forewarn us
that the analysis will need to be
specified and applied to particular
managed care arrangements.

QUALITY OFCARE
No one seems to doubt that man
aged care can reduce costs. The
question is whether managed care
arrangements reduce quality of care
when cost considerations establish
the norms for medical care.
Managed care need not involve a
diminution of quality of patient
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care. There is nothing inherent with
in managed care that forces consid
erations of profitability to override
good patient care. However, the
proliferation of managed care plans
and the resulting competition
among plans has created an environ
ment in which economic, financial,
and market goals seem to overshad
ow medicine's traditional goal: pro
motion of patient welfare.

Managed care is designed to pro·
vide incentives to reduce the num
ber of services, whereas traditional
fee-for-service medicine provided
incentives in the other direction,
namely, to provide more services.
The adjectives more or less are not
the same as good or bad. More is
not always better, but less care that
is provided based on the health care
provider's financial interest rather
than patient welfare considerations
is ethically questionable. The
propensity for any system of reim
bursement to encourage potentially
ineffective care is an important ethi
cal concern that has been brought to
light by the growth of managed
care. To manage care means to be
responsible for patient outcomes.

The issue of encouraging poten
tially ineffective care has been exam
ined in connection with the care
of critically ill patients. Using a
Medicare administrative database
for the state of California, Cher and
Lenert' recently identified patients
who received critical care and those
who also experienced a potentially
ineffective care (PIC) outcome. PIC
is an indicator based on the concur
rence of a high level of resource use
in a patient relative to other critical
care patients as well as death of the
patient either in the hospital or
within a short time after discharge.
This latter outcome suggests a de
facto failure of high intensity critical
care medicine. These authors found
that Medicare beneficiaries in HMO
practice settings had a lower risk of
experiencing such PIC outcomes

after adjusting for age, sex, diagno
sis, comorbid conditions, and char
acteristics of the treating hospital,
suggesting that HMO practices may
better limit or avoid injudicious use
of critical care near the end of life.

In an editorial discussing this
research, Curtis and Reubenfeld!
note that the same managed care
that reduces expensive care at the
end of life by 25 percent is also asso
ciated with an 8 percent increase in
lOO-day mortality and a 9 percent
increase in mortality one year after
hospitalization. Such data may indi
cate only that managed care is het
erogeneous. Indeed, research by
Borowsky and colleagues} has
shown that physicians themselves
see salient differences among man
aged care plans. A survey of physi
cians about quality of care yielded
striking differences across the three
plans studied regarding, for exam
ple, the percentage of physicians
indicating that they would recom
mend the plan they rated to their
own family (64 percent for Plan
One,92 percent for Plan Two, and
24 percent for Plan Three). Of
course, these data do not tell the
entire story, but they do suggest
that physicians see different degrees
and quality of care in various plans.
These differences have actual and
potential implications for treatment
of cancer.

RESTRlcnONS ON TREATMENT
CHOICE
Most cancers require aggressive
treatment, yet not all treatments lead
to good outcomes. Development of
palliative medicine, hospice, the
right to die, and advance directives
indicates that not all medical care at
the end of life is viewed by patients
as desirable. Of course, knowing
what kind of care is ethically most
defensible involves a judgment that
should be made by patients with
professional medical advice. What
is best for a patient necessarily
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involves a decision based on patient
values that is made in light of in
formed treatment options. As
a general point, the extent to which
any system of reimbursement skews
treatment decisions based on the
financial advantage of those deci
sions for the care provider rather
than for the welfare of the patient
is ethically problematic. One main
problem associated with managed
care is that treatment choices might
be determined by utilization review
ers rather than by physicians who
share decision making with their
patients.

Quality of care, however, involves
not just the difficult subject of choos
ing treatment but also evaluating out
comes and designing arrangements
that augment effective physician
patient relationships. The practice of
health maintenance organizations
(HMOs) to include "gag clauses" in
physician employment contracts is
one restriction on physician profes
sional autonomy that has received a
good deal of attention. Such clauses
create communication impediments
for physicians by restricting or for
bidding them from discussing some
treatment options, criticizing or
comparing plans, disclosing physi
cian economic incentives, undertak
ing advocacy for a patient, or telling a
patient about a physician's termina
tion from a plan.

Recent action by the Department
of Health and Human Services, on
December 6, 1996, for Medicare and
February 20, 1997, for Medicaid, has
prohibited HMOs from limiting
what doctors tell patients about
treatment options. Gag clauses have
been banned by sixteen states, and
Congress has considered legislation
to ban them from private insurance
as well.' The gag clauses are contro
versial because they create impedi
ments to a physician who honors
the duty of informed consent and
shared decision making.

Managed care brings rational and
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ethically defensible policies such as
screening tests into clinical practice.
However, managed care's imposed
restriction on prostate-specific anti
gen (PSA) screening has been con
troversial in large part because
prostate cancer is the second leading
cause of cancer deaths in men, and
many studies have demonstrated that
the use of PSA as a screening test
increases cancer detection.v' These
studies have been criticized because
they have lacked control groups
(men with lower levels of PSA who
have not undergone biopsy), thereby
suggesting that the sensitivity, speci
ficity, and positive predictive value
are likely to be lower when these
tests are used more widely than has
been reported." Coupled with the
fact that prostatic carcinoma usually
develops slowly and that treatment is
often invasive and can produce per
manent complications such as impo
tence and incontinence, widespread
use of this test may not promote
patient welfare.

Although diagnosis of prostate
cancer is possible presyrnptomatical
ly, a reliable diagnosis of a prostate
cancer that is likely to progress and
result in mortality or morbidity is
not possible. Thus, there is a reason
able worry about the appropriate
use of such screening tests. Quality
adjusted life year (QALY) research
does not support using PSA or other
screening in asymptomatic men for
prostate cancer." Indeed, there is
some evidence that early detection
programs for prostate cancer may
cause significant harm.9, l o

Physicians are used to dealing
with individual patients, not popula
tions. Because physicians have tradi
tionally focused on the good of a
particular patient, they are inclined
to offer tests when there is some
perceived benefit. Sometimes the
benefit involves reducing patient
anxiety. These collective behaviors
can create incredible costs for the
health care system and can actually

promote poor quality of care.
Managed care, however, offers a

way to address these population
based questions in a more effective
fashion, namely, by establishing
practice guidelines based on the best
evidence available in light of the
trade-offs involved. The problem,
however, is that managed care may
adopt such restrictions based on
narrow financial considerations
without the benefit of more conven
tional prospective randomized con
trol trials. Evidence-based medicine
requires that screening programs be
justified before adoption. Managed
care does provide an organizational
framework to make this possible.

RESTRICTING ABMT
Some treatments for cancer such as
autologous bone marrow transplan
tation (ABMT) for breast cancer
raise concerns about the restrictions
imposed by managed care organiza
tions on the use of ABMT and qual
ity of life with the treatment itself.
The controversy in managed care
involves the way that ABMT is or is
not permitted under managed care
contracts. This problem involves a
basic issue of covered services and
benefits, which managed care con
tracts are not particularly good at
disclosing.

Patient handbooks frequently
do not provide a detailed list of cov
ered services, but instead include
phrases that allow for considerable
exercise of judgment. The controver
sy involves whose judgment should
hold sway: utilization managers
working for managed care organiza
tions or physicians caring for
patients. Most patients would prefer
to have their physician make such
judgments. Restricting access to
some services can be justified ethical
ly, but justification requires that the
restriction or limitation be made
known to health insurance plan
members, that the limitations express
ethically grounded judgments about
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quality of cart and trade-off, and
that administration of restrictions not
unduly exacerbate patient suffering
or create problems in doctor-patient
relationships.The failure of managed
careplans to disclose to physicians
and patients beforehand which treat
ment options are unavailablecreates
suspicion and conflict in therapeutic
relationships precisely at points in
time when trust and good communi
cation are essential.

Much of the quality of life work
on ABMT for breast cancer has
been conducted with patients where
quality of life was assessed at one
or more times after transplama
tian .l l . ll• U like so many conrrover
sial treannems, ABMT for breast
cancer patients Ius shown that a sig
nificant number of patients fau a
wide range of prob lems after trans
plantation . Whether these problems
are tractable or not, of course,
needs to be addressed before quality
of life measures will justify restrict
ing ABMT.

Failing to inform patients that
ABMT or ether servicesarc not
available under a plan and failing to
inform physicians that certain ser
vices cannot be provided to sub
scribers are unacceptable practices
used by many managedcare organi
zations. The impression is that good
quality of care will be provided
when there are limitations on care.
Ethically sound managed care would
define its service restrictions well
before the service is requested.
Failing to do so creates an environ
ment of mistrust that. uefo rrunarely,
is often directed at the physician and
direct care providers rather than at
the organizational and insurance
structure of managedcare.

Limitation of costly medical
treatments that contributes to signif
icant profits for managedcare orga
nizations., bonuses for administra
tors or physicians, and excessive
executivecompensation are especial
ly problematic. Health care certainly
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is a business,but business docs not
have to be driven by greed; business
can include concern for others. 1tis
supremely ironic that an economic
industry such as the hospitality
industry, for example, thrives by
focusing on client comfon. By con
trast, the health care industry under
a managed care system seems bent
on making diagnosis and treatment
of cancer into a flash point for
physician-patient relationships.
There is no reason that managed
care should be criticized simply
because it operates on business prin
ciples-cexcept when businesscon
siderations override and complicate
the central purpose of the endeavor.
Then, ethical problems arise. This is
the case when, for example,benefi
cial medical services are withheld
from subscribers in order to main
tain targeted profit mar~ins . Because
managed care organizations have not
always fully disclosed the services
they will or will not provide and
have limited the autonomy of physi
cians and patients to choose services,
there is a move to allow H MO s to
be sued for malpractice.

Driven by a cost-enning mentality,
managed care companies have
increasingly interposed themselves
betweendoctors and patients in med
icaldecisions by refusing to pay for
treatments that doctors recommend,
by delaying such care,or by forcing
doctors to try less expensive or less
effectiveapproachesfirst. Managed
care organizations must be held
responsible for such actions. Their
involvement in treatment decisions
cannot continue without some
accountability for their decisions. ~
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