LEARNING OBJECTIVES

Understand and be able to explain how the rationing of health care fits within a
broader set of issues about allocating the resources of soclety.

Be able to analyze the ethical implications of allocating limited health resources
“to specific types of health services. o
Understdnd and be able to explain the issues involved in evaluating various

 explicit and implicit methods of rationing health resources and the ethical
- considerations involved in each method.

Be able to analyze the ethical implications of comparative effectiveness research
“and cost-effectiveness analysis, including the use of those methods in countrics
with universal health insurance. -~
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~§ it really necessary to ration care? Or would there be enough health
.| vesources for all if only we could rid the health care system of all of the
J. waste, fraud, abuse, administrative overhead, profits, burcaucrats, bean
counters, and lawyers? Eliminating unnecessary expenses would indeed increase
the amount of money available for needed health care services. However, as
recognized by the President’s Commission for the Study of Ethical Problems n
Medicine and Biomedical and Behavioral Research (1983), “there is virtually no
end to the funds that could be devoted to possibly heneficial care for discases and
disabilities and to their prevention” (p. 19). Because needs for care are infinite
and resources are finite, some beneficial care must be denied to some patients on
some basis (Morreim, 1989, p. 1014).

For any good or service, rationing becomes necessary when the demand is
greater than the available supply. A rationing system is defined as a method
of limiting consumption of some good or service, in order to limit the demand
to the level of supply (Rosen and others, 92005, p. 1098). “Rationing takes place
when an individual is deprived of care which is of benefit . . . and which is desired
by the patient” (Maynard, 1999, p. 6).

Is it ethical to ration beneficial health care services? In its World Health
Report 2000, the World Health Organization (2000) recognized “‘the ethical
principle that it may be necessary and efficient to ration services but...it is
inadmissible to exclude whole groups of the population” (p.16). Thus, the ethical
issue of rationing is not whether 1t is cthical to ration but rather how the rationing
is done. Which methods of rationing are most ethical, and which should be
avoided on the ground that they are unethical? One way of limiting the demand
for a good or service is by rationing on the basis of the ability to pay (Maynard,
1999, p. 6). With regard to health care, however, most people believe it 1s
extremely unethical to ration scarce resources on the basis of an individual’s
ability to pay. Therefore, other criteria must be developed and applied to limit
demand to the level of supply.

This chapter begins by putting the issues of rationing in context, explaining
how rationing of medical care fits within a broader set of issues about different
ways to allocate the resources of a society. Decisions about allocating societal
resources present a series of questions with important ethical implications. Then
the chapter evaluates the various methods of rationing and the ethical considera-
Gons in each method. For example, should we ration scarce health care resources
on the basis of the age of the individual patient, social worth of the patient,
or some other explicit or implicit criterion? This discussion includes an excerpt
from an article about rationing of scarce antiretroviral therapy for HIV/AIDS n
Africa, and the various ways in which those rationing decisions could be made.
This chapter concludes with an analysis of comparative effectiveness research
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anc;l cost.—ef}"ectlveness analysis, including the use of those methods in countries
with national health systems and universal health insurance. At the end of this

chapter, an a.lctwmy provides an opportunity to evaluate the ethical implications
of cost-effectiveness analysis from several different perspectives.

LEVELS OF ALLOCATING RESOURCES

Mosf: discussions about rationing and allocation of health resources focus on
spec1ﬁc situations involving denial of care for patients with cancer or other
terL.’mrEtaI diseases. For example, when people in the United States think about
rationing, they might think about a for-profit health maintenance organization
{(HMO) t'hat refuses to pay for a bone marrow transplant or similar }gjroccdure
f‘or a patient with cancer, on the ground that the treatinent is experimental or

not medically necessary.” Similarly, many people in the United Kingdom are
concgned about guidelines for the National Health Service (NHS) thzi declare
certain new drugs for cancer to be not sufficiently “cost effective” for use in
the NHS. These types of decisions not to provide or pay for specific drugs or
treatments are really part of a much broader set of issues about how to a_lIocati the
resources of a society. These broader issues, as set forth in the remainder of
the chapter and in Figure 8.1, present a series of decisions that proceed from the
most general to the most specific, and these decisions have important ethical
implications.

First, a society must decide how much of its resources it wants to devote to
health as opposed to other societal needs. Money, personnel, and other resources
that are devoted to health will not be available for other nee,ds of the populatton
such as food, housing, or education, and resources that are devoted to thgsc othtf:li
purposes will not be available for health (Brock, 2004, p. 201). For example, if
current trends in the United States continue, health care spending could uI:e Ju
35 percent of the nation’s income by 2040, which would severely reduce thi::
money available for other national priorities (Aaron and others, 2005, p. 1)

The second step in this process is to decide on the a.ppropria’te baiance
between public health interventions for the population as a whole and clinical
treatment.for individuals in the society. For a health system to use its available
resources in a cost-effective manner, it needs to give priority to those interventions
that havc? the most effect on population health for each dollar of spending, rather
than to interventions that help only individuals and do not make a sig;liﬁcant

contribution t.o overall population health (World Health Organization, 2000
p- 52). Allocating resources in ways that best improve population health would b;
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Decision Tree for Allocating the Resources of a Sodlety
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their resources to specific types of care by making decisions about covered and
noncovered services in the process of insurance plan design.

At this level of decision making, ethical principles of utilitarianism, benefi-
cence, and justice militate in favor of devoting as many resources as possible to
primary care services. Primary care has more impact on health than other types
of care (Starfield and others, 2005). In addition, primary care is less expensive
than other services, because it employs lower technology and workers with less
extensive training. So primary care is both more effective and less expensive,
Therefore, itis not necessary in this situation to make a trade-off between cost and
effectiveness. Moreover, primary care provides more benefit for poor people and
residents of rural arcas, whereas hospital services are used disproportionately by
people who are rich, or at least relatively rich. As the World Health Organization
(2000) has recognized, the “distribution of primary care is almost always more
beneficial to the poor than hospital care is, justifying the emphasis on the former
as the way to reach the worst-off” {p. 16).

Determining the total volume of a health care service that will be made
available to the public, by methods such as government budgeting, could be
described as 2 macrolevel decision. After making that macrolevel decision,
society can address the microlevel decision of which patients will receive
the service. As explained by John Kilner (1984), “Microallocation focuses on
determining who gets how much of a particular lifesaving medical resource,
once budgetary and other limitations have determined the total amount of the
resource available” (p. 18). These microallocation decisions can be made in
several different ways, and each of those ways has significant ethical implications.

consistent with the utilitarian principle of doing th.e g‘reatc.ast good for the %1'eatest
number, and would also promote the ethical prinmple:s of :]LISI‘ICC and bene 1(T‘ence.,
Once a society decides how much of its resources it will c.ievotc to the categor)f
of treatment for individual patients, the next step i? to decide on the amount bo
each type of care that will be made available. Spm'?(:lﬁc levels of resourc;:s ?an e
devoted to primary care, secondary care, and tertiary care, as well as other tyPes
of health care services, such as mental health and long.-t.erm-care. Resomcc?
can be allocated to specific types of care by making decisions in the process o
sovernment budgeting about the amounts of money that gf)\-fernmental F:ntmlcs
:rill spend to provide various categories of health care .facxhties a'a‘adi sirvmes. r}
some places, governmental entities also have.the ElljlthOI‘lty _to 901111? the Ezpes 0
health care facilities and services that are available in the p.rsvate sector. They c;m
impose regulatory barriers to market entry by passing certificate of need laws, for

METHODS OF RATIONING HEALTH RESOURCES

As discussed earlier, it is possible—although not desirable-—to ration health
care on the basis of ability to pay. That is one of the primary ways in which
health care is rationed in the United States, in contrast to the health systerns
of Europe and other developed countries (Maynard, 1999, p. 6). Although U.S.
hospitals have a limited obligation to provide emergency care, and many health
care facilities and professionals provide some amount of charity care, inability to
pay poses a major barrier to access for millions of people in the United States.
More than forty-six million people in the United States are uninsured in the sense
that they have no health insurance whatsoever, and many more are severely
underinsured. Even people who have health insurance may be unable to pay
for necessary care, because their insurance imposes limitations on coverage and

le. In addition, public and private health insurance systems can allocate requires the patient to pay deductibles and copayments. The system of rationing
. example. In ,
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health care on the basis of ability to pay has been justly criticized on ethical
grounds (Persad and others, 2009a). Clearly, it is necessary to find a betier way
to ration or allocate medical resources.

Another method that has been strongly criticized is rationing care on the basis
of the social worth of the individual patient. In the early days of kidney dialysis
for end-stage renal disease, anonymous hospital committees chose patients for
that life-saving technology by evaluating criteria such as the potential patient’s
occupation, education, income, net worth, dependents, and record of public
service (Sanders and Dukeminier, 1968, pp. 371-378). Members of those secret
committees, individuals such as ministers, lawyers, and bankers, could apply these
vague criteria in light of their own values and biases in deciding who would live
and who would die. People may have very different views about social worth, and
it is clearly inappropriate to permit secret committees to make rationing decisions
on the basis of their personal views of the social value of particular individuals.
Nevertheless, it may be appropriate in some circumstances to allocate resources
to individuals who perform certain functions in socicty, as a way of promoting the
overall good of society. For example, during a pandemic flu, it would be ethical
to allocate scarce flu vaccine to public health workers and essential medical
personnel, so that they would be able to help other members of society (Persad
and others, 2009b, p. 426).

Why not simply ration scarce health care resources to those patients who need
them the most or can benefit the most, on the basis of explicit medical criteria?
In fact that is the assumption on which many governments rely when they limit
available resources and force health care professionals or others to perform the
rationing (Aaron and others, 2005, p. 143). In many countries, governments limit
their total expenditures for health care services by appropriating a maxirnum
sum of money to provide or pay for care. Those budgetary limitations, such as are
found in global budgeting, are not in themselves methods of rationing. However,
they create the need for rationing by limiting the available funds, equipment,
facilities, and staff. This forces the “budget-holder” to make the difficult rationing
decisions (World Health Organization, 2000, p. 58). Governments and their
citizens might assume that limited resources are being allocated on the basis of
explicit medical criteria. Unfortunately, rationing care on the basis of medical
criteria is not straightforward, typically runs mnto many difficulties, and raises
ethical problems in several ways. ‘

First, in some situations, far too many patients will meet the medical criteria
for needing particular treatments, such as antiretroviral therapy for HIV/AIDS
in Africa, even if the medical criteria are extremely conservative (Rosen and
others, 2003, p. 1098). Therefore, medical criteria alone will not solve the
problem of deciding who will receive treatment and who will not. Second,
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medical criteria can be manipulated by health care providers to obtain resources
su-c}? as organ transplants, for their patients, even if their patients are not 1‘(3'111\j
chigible for those resources (Persad and others, 2009b, p. 427). In the Unicteél
StaFes, for example, data indicate that some physicians are willing to lic about a
patxelnt’s medical condition so that the patient can receive care thabt the physicia:]
considers necessary (Freeman, 1999). Another way in which medical criteria
can ble abused 1s by mischaracterizing a patient’s personality, behavior, or social
;tuatlon asEa failure to meet the medical criteria for access t’o limited ;esources
or example, patients who lack a stable home or inco ight < .
from a list of potential recipients of organ transplants on rt?ja Tr:ildtici(i”e::cl)iiilcsl
that they have not demonstrated a sufficient likelihood of complianc;e with
p(?sttransplant care or a sufficient network of family or community support. Even
without manipulation or mischaracterization, medical criteria do not tell u-s how
to allocate limited resources between people with the same degree of medical
need.' For example, a young person and an old person miuvhtahave the same
se:verle of medical need for a transplant. Finally, medical critberia are not purcly
scmnt.lﬁc; they include value judgments. As Persad and others (200913)} hav)e
explal'nefi, “There are no value-free medical criteria for allocation” {p. 423)
Similarly, rationing care on the basis of first-come, first served waiti:w -iists
queues, or lotteries would present various ethical complications. Timse mf;hod;
of rationing seem to be fair, but in fact they would unfairly benefit certain
groups of people (Rosen and others, 2005, p 1102; Persad and others, 2009h
pp. 423--424). For example, people with money, education, and inﬂuen;c woulc;
have an unfair advantage in finding out about waiting lists and putting their
names on those lists. The use of queues would give an advantage to people
wh-o- are able to travel to a health care facility and spend long periods of tifne
waljcmg %n line. Lotteries would result in decisions to allocate care on a random
zjts;s; u\;ﬁh;l;tt tiz ur;;etszle ;)n nzzkgev;i?re ij;ciimentsl among PoFential recipients.
¢ abstract, lotteries could lead to
absurd results, such as giving scarce life-saving resources to someone who is
already extremely old (Persad and others, 2009b, p. 423). Thus, we might
actuali?r prefer to incorporate some value judgments into the proccss’for mak?n
allocation decisions, such as including or excluding potential recipients on thg
basis of age. )
.Some people have suggested that we should indeed ration care on the
basis of age, by denying expensive trcatments to patients who already have
rea‘ched a particular age. In the early part of the 1980s, Great Britain essentiall
rationed kidney dialysis on the basis of age (Aaron and others, 2005, pp. 3{3w38)y
J‘leost no patients over the age of fifty-five received dialysis in B;‘itain at tha;
time, although dialysis is now provided to patients who are much older. In
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regard to age, Daniel Callahan has argued that “onc fundamental goal of
health care and medicine is to help young people become old people, but it
is not to have old people become infinitely older” (Sage Crossroads, 2003,
p. 4). Therefore Callahan recommended replacing the current “infinity model™
of unrestricted obligation with a democratically determined age beyond which
expensive treatments would not be provided. Callahan recognized that many
people would object to his proposal to ration care on the basis of age, but argued
that it is the least bad alternative, because all of the demands for care in society
cannot be met. In contrast, Christine Cassell strongly objected to rationing care
on the basis of age, because it is impossible to set a particular age for appropriate
life expectancy, life expectancy differs for men and women, and patients at a
particular age are not uniform in their medical condition or their ability to
benefit from additional treatment (Sage Crossroads, 2003, pp. 5—6). Persad
and others (2009b) have acknowledged “the public preference for allocating
scarce life-saving interventions to younger people,” but have argued that it is
inappropriate to sacrifice a young adult in order to save an infant (p. 425).

Most important, both the current public preference to allocate scarce
resources to young people and the controversial proposal to restrict allocation
for older people are based on value judgments that might be made differently
in different countries and cultures. In his research on the Akamba people
of Kenya, for example, Kilner (1984} identified several ways in which age-
related preferences for rationing scarce health care resources differed from the
usual preferences in the United States.

For instance, where only one person can be saved, many Akamba favor saving
an old man before a young, even where the young man is first in line. Whereas in
the United States we tend to value the young more highly than the old because
they are more productive economically, these Akamba espouse a more relational
view oflife . ... Another Akamba priority documented by the study is: where
only one person can be saved, save a man without children rather than one with
five . ... A third surprising {by U.S. standards} priority acknowledged by numer-
ous Akamba is the insistence that it is better to give a half-treatment to each of
two dying patients—even where experience dictates that a half-treatment is
insufficient to save either— than to provide one patient with a full treatment
which would almost certainly be lifesaving [Kilner, 1984, p. 19].

Even within Kenya the Akamba are only one group of people among others,
and each group may have its own sct of preferences for rationing health care
resources. The point is not that one set of preferences is preferable or more ethical
than another, but rather that any preferences may be limited to a particular
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culture. Therefore, preferences of any one culture should not be used as a unifor
system of rationing i global health or even within a multicultural society N
The following discussion of various ways of rationing scarce antiret'roviral
therfq:‘»y (ART) for HIV/AIDS in Africa is excerpted from an article that evaluated
explicit a.nd implicit methods of rationing life-saving medical treatment and noted
the contlict between social equity and economic efficiency. The article author:
concluded that explicit methods of rationing are more likely to maximize theS

?velfare. of soF:ic‘aty and are more likely to promote accountability and transparenc
in making decisions on public policy. ’
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to treatment, in’most cases having ‘a €D4 ‘count lower than 200 cells/pl
or’an: AIDS-defining’ iliness: A less conservative medical eligibility threshold,
such as that:of the. Umted States: Department of Health and Human Services,
lCh etommends that ART be: started at a CD4 count of 350 ceE[s/pI
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"'.;ubéf_culési; (to suppress transmission of tuberculosis); or children (who are
least able to protect themselves).

uating the Systems

approaches fb"r_a'tiiqhihg ART described above will inevitably have

he different
ery. different social and economic consequences for African populations. In
this section; we asséss the rationing systems’ probable outcomes using criteria
: ure.most of the principles that governments use to evaluate policies
cial investments. They are by no means the sole criteria of interest, nor

should. they  necessarily be ‘given equal weight. We propose them only as a

sta ngpomtforthtnkmg about the consequerices of alternative approaches.
ffectiveness. Does the rationing systém produce a high rate of success-

'ai_ri' gsls the cost bé'r'patfé'pt_treafed low, compared to other

Feasibility. Are th ehumanand fnfra_s_tr_ﬁt@:tu_r%f résduréeé needed for imple-
‘mentation available? We define a approach as feasible if there are no obstacles
(0 carvying it out that appear to bg'_In's_ur'rnott_ntfa_Erlé_under_"typi_caf condlitions in

ic efficiency. To what extent does the system mitigate the
pacts.of the HIV.epidemic on economic development?. ..

equity 'd_':éil_;.'r_?ﬁed'i__'ca_lly"élig'i_bl_'e patients, including those from
isa d&{é_i'rit%tg'e_dz_suﬁpdpulatidhs;ﬂhéye equal access to treatment? . .
ioning potential. Will “the chosen ‘system sufficiently reduce the

- Rat

um er of patienits?’

pact on HIV transmission. To what extent does treatment reduce
\cidence? Preferentially treatingthose who are likely to transmit the
irus could reduce HIV incidence more than treatirg those who are not likely
Sustainability. Can the system be ‘sustained over time? This criterion

pertains to the durability-of the source of funding. ... -

Effect on the health care system: How does the system for allocating
ffect the country’s health care system as a whole? The choice of rationing
s calld influence whether expanding treatment access will strengthen
health services for poor commiunities or drain resources from non-HIV
ArE o meet the’ demand for ART; further’ crippling general health

gerior
health
services LR : e

There are several limitations to the analysis presented . ., Cost and feasibility
are cledrly related, for example; at some level of cost,-any system could be
considered feasible. . . .
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Conclusions... -

Rationing.of medical care is no a
limited to developing countries
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access to more expensive/AlIDS
bringing the need for rationin
There is nosingle rationing:
optimal for all ‘countries at all times
economic’ efficiéncy ‘and ' socia
terms of efficiency generally rate
place different weights
efficiency ..o R ek :
‘Because access_to- antiretroy
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COMPARATIVE EFFECTIVENESS RESEARCH
AND COST-EFFECTIVENESS ANALYSIS

Every health system must develop a method of making the difficult decisions
about allocation of resources and rationing of care. Even countries with national
health systems and universal health insurance coverage, such as the United
Kingdom and other European countries, need to find their own ways of limiting
care. Some of those countries use methods that are based, at least in part, on
comparative effectiveness research and cost-effectiveness analysis.
Comparative effectiveness research (CER) is the analysis of different

groups of patients to evaluate the relative effectiveness of different treatments,
This research provides information on which to base clinical treatment and
health policy (Garber and Tunis, 2009, p. 1925). For example, researchers might
evaluate whether surgery, radiation therapy, or chemotherapy is most effective
In treating patients with a particular form of cancer. Alternatively, researchers
might evaluate whether a new drug is more effective than an existing drug
In treating a particular condition, CER is different from the analysis used for
approval of a new drug product by a regulatory agency, such as the U.S.

Food and Drug Administration, which might evaluate the safety and potential

effectiveness of a new drug by comparing it to a placebo rather than to an existing
drug (Avorn, 2009, p. 1927). However, the evaluation of eflectiveness for CER
Is similar to the evaluation of effectiveness for regulatory approval in at least

one important respect. Like the analysis for regulatory approval, CER does not
mclude consideration of the cost of a particular method of treatment.

In contrast to CER, cost-cffectiveness analysis (CEA) evaluates the
Improvement in health in relation to the different cost of cach alternative
treatment {Jamison and others, 2006, pp. 42, 56). If the same amount of
money were devoted to each alternative, which alternative would produce more
improvement in overall health status? Thus CEA identifies the way to obtain the
greatest benefit to health from the use of Linjted funds (Brock, 2004, p. 202),

CEA is not the same as cost-benefit analysis (CBA), which puts a
financial value on human life or years of human life. According to Cutler (2007),
one year of life is usually valued at approximately U.S.$100,000 (p. 1099). CBA
compares the financial cost of a proposed Intervention with the financial gain
of human lives that would be saved or extended by that intervention. Jamison
and others (2006) contrast the two methods this way: “One of the advantages
of using cost-effectiveness ratios is that they avoid some ethical dilemmas and
analytical difficulties that arise when attempting cost-henefit analyses. Applying
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the alternative analytical technique of cost-benefit analysis requires assigning a
monetary value to each year of life. By foregoing this step, cost-cffectiveness
analysis draws attention exclusively to health benefits, which are not monetized”
(p. 44). For these reasons, CEA has become the primary tool in heaith policy
for comparing the costs of alternative interventions and determining the most
effective use of finite resources.
Jamison and others (2006) also explain how cost-effectiveness analysis can
be used to help make decisions at various levels of a health system {pp. 48-51).
At the macrolevel, CEA can be used to compare alternative uses of limited
funds to address different diseases or conditions. For example, spending U.S.81
million to expand immunization coverage for children would improve health
status between 1,000 and 10,000 times more than spending the same amount of
money to provide open-heart surgery in certain high-risk cases (p. 49). CEA can
also be used to compare alternative ways of ireating the same discase, such as
drug therapy versus surgery for treatment of the same medical condition, Finally,
CEA can be used to compare two different drugs for treatment of the same
medical condition, such as comparing a new drug to an existing drug. At that
level of analysis, however, it is important to consider whether the methodology
is sufficiently accurate to compare relatively small differences in effectiveness. In
fact, Jamison and others (2006) recommend using CEA to identify Interventions
that differ by orders of magnitude, rather than interventions that differ by smaller
amounts that could be affected by methodological issues (p. 48). At that level of
analysis it is also important to remember that CEA indicates only the average
effectiveness for a group of patients, or even a subgroup of patients with certamn
characteristics, and does not necessarily indicate the most effective treatment
for any particular patient. Moreover, there may be complications in using data
from clinical trials to evaluate the relative cffectiveness of different drugs when
the clinical trials were not originally designed to collect data for that purpose
(McGuire and others, 2008, p. 4).

The use of cost-effectiveness analysis also raises important ethical issues n
making health policy and allocating limited health resources. Those who serve
as stewards of scarce health care resources have an ethical obligation to use
those resources in the most cost-effective manner. CEA can help to determine
the best ways to meet that ethical obligation. However, using CEA means that
some treatments will not be provided, even if they would be effective, because
they are less cost effective than other uses of society’s limited funds. According
to the President’s Commission for the Study of Ethical Problems in Medicine
and Biomedical and Behavioral Research (1983), “some health services (even of
a lifesaving sort) will not be developed or employed because they would produce
too few benefits in relation to their costs and to the other ways the resources for
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them might be used” {p. 19). Although that statement seems to be reasonable in
the abstract, many people would object strenuously if the same statement
to be made by a for-profit insurance company or HMQ, o
In terms of ethical theory, CEA is utilitarian. It uses quantitative analysis in
anattempt to determine the greatest good for the greatest number of peo EeYCEA
not ?nly considers the number of people who would be benefited or har};le'd b
parnc'ular intervention but also incorporates methodologies to consider the de e
to which people would be benefited or harmed. Specifically, CEA rnc.elsuresgtrlee
number of years of life that would be gained or lost, and m’akes adjustment t1 )
that number of life years on the basis of quality of life (qua]ity-aci]justed lsifz
){r]t;ZIEY[?DI'&LYs]) or on the basis of disability {disability-adjusted life years
However, CEA does not consider the degree of equity in distribution of these
Peneﬁts or harms. As Brock (2004) has explained, “Clost effectivencss and utilitar-
1an standards require minimising the aggregate burden of disease and maximisin
the aggregate health of a population without regard to the resulting distributiog
of disease and health, or who gets what benefits” {p- 215, italics in original) Ther;
fore_, experts in CEA caution that it should not be used alone to make rzlltionin
.dec131on's, but rather should be used in conjunction with an analysis of equi ;
m the distribution of benefits {(Brock, 2004, p. 221; Persad and ozhers QOC{l)L;{)Y
PP- 427-429; Jamison and others, 2006, P- 52). As Jamison and others (20b6) hav, J
written, “cost-effectiveness should not be the exclusive basis for makin headthe
related Public policy decisions and should be complemented with infogrmatio -
abouF distributional consequences™ (p- 52). Several methods exist for com lIj
menting CEA with consideration of other social values (Drummond 2008) &
In‘ add1t1F)n to its failure to consider equitable distribution cost-::ﬂ"ectiv‘cness
analysis requires making certain assumptions and methodologi(’:al decisions. Each
otj tho?e assumptions and methodological decisions is based on a value 'ud. o
with significant ethical implications (Brock, 2004, pp. 221-2929). Forjexeirnn elm
CEA requires making a value judgment about whether to give the same weip }t:':
tf) years of life for patients of different ages o, alternatively, to weight e:an;g of
life more heavily for young people, elderly people, or peol:lie of worki); age
The QALY System treats one year of life equally for patients of all ages sib'gcé
to adJustr‘nent for quality of life. That value Judgment can lead to the ir:rati(;}nal
an-d unfair result of treating one year of additional life for a seventy-year-old as
be;ng the same in value as one year of additional life for a twenty-five-year-old
provided there was no difference in the quality of life (Brock, 2004, p 20;' Pcrsac{
and othe.rs, 2009b, p. 428). The DALY system is also problematic ’fro‘m ari ethical
perspec?wc, because it gives more weight to an additional year of life for a person
of working age than it gives to an additional year of life for a person whopis too
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young to work or too old to work, assuming simila.r states of disability (Br}inck,
2004, p. 207; Persad and others, 2009b, at 428).‘]eEmison and oth'ers (2006}31) cb ose
to use the DALY systern, but decided not to provide greater weight on the has;s
of age (p. 41). As discussed earlier, people ini different countries and culturt?s a\tfe
very different views on the issues of rationing by age and t.hc value t(_) be given 1o
individuals at different stages of life. Therefore it scerms inappropriate to. apply
the guantitative methodology of CEA as a unliform framework for health care
i isions in all countries and cultural groups. .
anacfiﬁi?hiic\lﬁziis judgment with ethical implications is. the df,:ﬁnitifm of life
expectancy. Should cost-effectiveness analysis use a uniform life expectancy
for all human beings in determining the benefits of a proposed treatf'nent, or
should CEA use different life expectancies for people n various ‘countnes or ft?r
people of different races, genders, and economic status? Technical accuracy n
calculating the actual benefits of a proposed treatment V\touid seem to require
recognition that some people have lower life e:'&pectanmes and will continue
to have lower life expectancies, even after receiving the proposed treatment.
However, that approach to CEA would make it appear more valuable in telrms
of QALYs or DALY to save a rich person in North A.meric‘a wh(') has ? ong
life expectancy than it would be to save a poor person 1 Africa with ;1{ shorter
life expectancy. Under these circumstances the developers of d.le DAL systernf
elected to apply a uniform life expectancy, basstcl on the long life expect;mcthot
Japan, except for that portion of the difference in life expectancy by gender a.d
is based on biological factors (Brock, 2004, p. 21 lt— 12). In contrast,]_amlsondan
others (2006) elected to use regional averages of hfe. expectancj,y, whu:h. t‘en S-tﬁ
lower the cost effectiveness of proposed treatments in developm.g countries w1td
shorter life expectancy, but facilitates more appropr{atc comparison of prop‘;se
treatments within a region (p. 41). The point here is not that one approac Oli
the other is correct, but rather that there is no single approach that resolves al
ical problems of using CEA. .
o thgt‘:i}:; pl}‘)oi)lems also a.riseg in making adjustments for disability or quahg ;f
life for purposes of cost-effectiveness analysis (Persafi anf:l (-)thcrs?, QOOBb:iP. .h).
In considering the benefit of a proposed interventlon-, it is logical toa jl:ls‘t the
additional life years that would be gained by the app'hcablc le-vel of disability 1or
quality of life that would result from the proposed 1.ntt.:rvent10r‘1. For example,
most people would agree that ten additional years of life in ép.ersmtent veget.atlvcl
state would be worth much less than ten additional years of .h’fe inafully fUIlCthl:la
condition. Moreover, adjusting for various levels of disability helps to recognize
the cost effectiveness of valuable treatments that would Prevent more serious
disabilities (Jamison and others, 2006, pp. 43—%4). Thc? Ctth?.l prloblem s houf to
weigh various levels of disability or differenc?s in quality of ‘11&: V\.Ilth(?l.}t.lmpé)sn’}g
our value judgments or discriminating against persons with disabilities. Some
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of the adjustments for disability that are used in CEA are based on the opinions of
health professionals, although persons who actually have those disabilities might
reach very different conclusions because of coping, adaptation, and cultural or
socioeconomic differences (Brock, 2004, pp. 203-206). Moreover, quantitative
methods of CEA give less weight to treatment of persons with disabilities than
they do to treatment of persons without disabilities, which led Brock (2004) to
conclude that CEA may unfairly discriminate, in violation of the basic ethical
principle of justice (pp. 218~220).

For all these reasons, policymakers should not make rationing decisions sim-
ply on the basis of numerical calculations derived by means of CEA. They shoulkd
remember the caveats from experts in CEA about focusing on interventions
that differ by orders of magnitude and about using CEA in conjunction with
an analysis of equity in the distribution of benefits. They should also remember
that the numbers generated by CEA are affected by certain assumptions and
methodological decisions, each of which is based on a value Jjudgment with
ethical and cultural implications. The real danger is that politicians, health
officials, media, and the public will ignore all these caveats and give far too
much credence to numbers that appear unassailable because they are based on
a scientific methodology and generated by computer.

At the present time, several countrics use cost-effectiveness analysis in an
attempt to identify the most effective treatments, obtain the best value for
their money, and limit their health care expenditures {Chalkidou and others,
2009). Some European countries that have national health systems and universal
insurance coverage use CEA to limit the costs of the benefit package they have
undertaken to provide to their residents. In the United Kingdorm, for example, the
National Institute for Health and Clinical Excellence (NICE) provides guidance
for the NHS about the use of new medicines, treatments, and technologies
(Owen-Smith and others, p. 1936; Newdick, 2005). One of the goals of NICE
has been to create uniformity in the adoption of new treatments, rather than
allow each local health authority to make its own deciston, which would lead
to diflerences in availability of particular treatments on the basis of “post-code”
(Newdick, 2003, p. 665). NICE uses the cost per QALY to decide whether a new
treatment is a cost-effective use of NHS resources. As in every system of CEA,
the methodology used by NICE is based on certain value Judgments {Rawlins
and Culyer, 2004). For example, NICE modified its analysis to consider the
additional value that socicty in the United Kingdom places on life-extending
treatments (National Institute for Health and Clinical Excellence, 2009). In fact
NICE has demonstrated its willingness to permit use of some expensive drugs
that can prolong life for a minimum of three months, provided the drugs are
used for treatment of diseases that affect a small enough number of patients to
prevent budgetary problems (Cheng, 2009).

.
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Compared to European countries, the United States has made much less
use of CEA. Tn 2009, the U.S. Congress provided more than $! billion for
comparative effectiveness research (CER) to evaluate the effectiveness of various
treatments, but not for CEA to evaluate the costs of alternative treatments.
Nevertheless, opponents of the legislation have argued that the funding will lead
to rationing of care and payment limitations on the basis of cost effectiveness
(Avorn, 2009). Proponents of CER, both inside and outside the U.S. government,
have denied that CER will lead to rationing and have insisted that CER will
simply help doctors and patients to have more informed conversations about their
options for treatment. However, many proponents of CER are also hoping that
it will help to reduce the increasing costs of care in the United States (Connolly,
2009). The U.S. Congressional Budget Office (2009) has acknowledged that
research atone would probably not have a significant effect on health care costs
and that reducing costs would probably require changes in the payment policies
of insurance companies and public prograrms, in order to alter the incentives
for patients and their doctors (p. 15). In Germany, France, and Australia,
organizations that were established to perform CER, without a mandate to
consider the cost of treatment, later experienced “mission creep” to include
explicit consideration of costs (Chalkidou and others, 2009, p. 353). Under these
circumstances the debate is continuing in the United States about the appropriate
scope and likely effect of the more than $1 billion in newly funded research on

comparative effectiveness.

SUMMARY

Every health system, including national
health systems with universal insurance
coverage, must develop some method of
making difficult decisions about the alloca-
tion of resources and rationing of care. This
chapter has evaluated the various methods
of rationing limited health resources, both
explicit and implicit, and has analyzed the
ethical implications of using each method.
As explained in this chapter, decisions
about the most appropriate way to ration
scarce health resources are based on value
judgments that differ across countries and
cultures. Thus, we should not impose the

values of any particular country or culture
as a uniform method of rationing in global
health or within multicultural societies.
Experts agree that there 1s no single
best method of rationing (World Health
Organization, 2000, p. 5%; Brock, 2004,
pp- 202—-203). Some experts recommend
combining ethical principles into complex
systems for making allocation decisions
(Persad and others, 2009b, p 496). Some
stress the importance of procedural fairness
in making these difficult decisions, mclud-
ing accountability, transparency and pub-
lic participation (Rosen and others, 2005,
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p. 1103). Others arguc that procedural
solutions are insufficient, that societies also
need to consider substantive ethical prin-
ciples such as equity and justice {(Persad
and others, 2009b, p. 429; Brock, 2004,
P- 203). Ultimately, developing an effec-
tive and ethical system of rationing may
require significant cultural change. People

KEY TERMS

comparative eflectiveness
research (CER) (DALYs)

cost-benefit analysis (CBA)  macrolevel decision

cost-effectiveness analysis

(CEA)

DISCUSSION QUESTIONS
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neced to accept the fact that they are sim-
ply not going to get all of the health care
services that they want, or even all of the ser-
vices that are potentially beneficial. What
people can get is a sense of comfort and
social solidarity from knowing that signifi-
cant Improvements are being made in the
public health and welfare of their country.

disability-adjusted life years  quality-adjusted life years

(QALYS)

rationing system

microlevel decision

From the most general to the most specific, what are the decisions that each

society must make in allocating its resources for health?

Why?

rationing decisions?

2. In your opinion, are explicit or implicit methods of rationing more ethical?

; .

\} hat. are the d1fft.3rcnces among cost-effectiveness research (CER), cost-
effectiveness analysis (CEA), and cost-benefit analysis (CBA)?

What are the ethical implications of using cost-effectiveness analysis to make

ACTIVITY: COST-EFFECTIVENESS ANALYSIS
 WITH UNIVERSAL HEALTH CARE COVERAG
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without exceeding their annual budgets. -
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LHA, calculated on the basis of population in" each area. LHAs are required

. to provide all the health. services authorized by MOH to all residents of their
- areas, but:LHAs may not spend:more. than their. annuat budget from MOH..

If an LHA runs out of money before the end of a year, MOH will not provide

- any.additional funding to the LHA for that year. Thus, LHAs need to use their

resources in ways. that will. meet ali._their__qb_ligatiqn_; to their area residents

. Three years ago the government of Arborea created a national-level agency

- :I{rjqow_r]' as the Center for Quality Assessment (CQA). CQA provides guidance to
""MOH about the use of new medicines, treatments, and technologies.in order:

for its money. "

to identify the most effective treatments and help MOH obtain the best value -

I CQA determines that'a new drug is not cost effective, that drug will
“not: be’ provided to-patients* through' the' national health insurance system.

‘However, if. CQA recommiends a drug,-all patients in the country will. have. .

-~ the right to receive that, drug through the national health insurance system,
. provided. that drug.is prescribed by their physicians. Neither CQA nor MOH -
.- will provide any additional funding to.the LHAs to pay for new drugs that CQA -

has recommended. Therefore LHAs. need to use. their existing funds for this |

~* purpose, and might need to eliminate the use of other drugs or treatments

that have not been recommended— or even evaluated-—by CQA.
. In evaluating new drugs and technologies, CQA uses the cost per QALY

* . 'to' decide whether a new: treatment is a cost-effective use of MOH:resources.

Ordinarily, CQA will not find-a: treatment to-be cost effective if it costs more
than . U.5.$50,000 per, QALY..However;.CQA has made.exceptions in some
situations. For example, CQA has recommended some drugs for use by small
numbers of patients with very rare diseases, even though the. cost per QALY

~ for these drugs exceeds the: usual threshold of $50,000. Such drugs are often

referred to as orphan drugs. They cost a lot of money for each, patient, but

they are used by so few patients that they do not present a problem- for

MOH’s budget: Nevertheless, the cost of providing orphan drugs can present
budgetary problems for LHAs. S :

*'Recently, CQA recommended the use of a new, orphan drug (drug no. 1),

which has a cost’per. QALY of $75,000: The LHA in 'the town’of Littlehaven -
“notified the people in.its area that it would begin providing'that orphan drug

1o patients as prescribed by their physicians. However, the Littlehaven LHA also. -
 announced that in order to pay for drug no. T within the limit of ts fixed annual
- budget, it would 1o longer provide an existing drug . (drug no. 2) fo patients -

- in its‘area. Dfug no. 2 has been used by many: patients.in Littlehaven for years -
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_ Arborea.-

but has never been ev d f ivene cQ

per QALY for drug noaluatii;igf::t ?ﬂ?ﬁt“_’?ﬂeﬁs_b}(}cgﬂ Thtsfors thesost
. Sevgrai-;"pg_t__i_t:ept_s"iwho.' have ‘been’ takrﬁg:-jdrﬂg no: . 2: hav :fdrﬁ.é.o.!.'ﬁt}h

Littlehaven Patient ‘Advacacy Group in order to protest the LHA's action e

refusing to provide drug no. 2. These patients ‘argue that it is unfair to dtﬁ:nin

them access.to anexisting drug; which has been Used for many years 'an():l’

whlch CQA hasnot had the opportunity to evaluate, in order to'provide a ve
expensive orphan.drug to a small number of patients: = - : o Y
This advocacy group has been joined by another group of b:ati:é.h:'t's people
who want the Littlehaven LHA to provide driig no; 3. Drug'no. 3 has a Icgst per
QALY of § 60,000, which ‘exceeds the usial thiestiold of §50 000 '?'3':I'iiéref§r
CQA found drug no. 3 not cost effective, However, drug no':l'B 'fsl-anre co ?c
effective than drug: no. T (the orphan drug), which has-a-‘COs't- per 'QALSY
of $75,000.. This group of patients argues that it is unfair. to provide dru
no. 1 though the national health system while refusing to provide drug no 39J
However, drug no. 3 could be.used by a large number of patients and co'ufd.
havePTcre budgetary impact than drugno.1. . . .
Please analyze the. ethical issues presented by this scenaric. Al
perspectives of patients who éi’é_hﬂirk_eh? orpotentla{uzz:'ss ;:223;21 Ag p;icf h3e
_ : Hentla 2 OrdrUgs i, £, .

as vell a5 the perspectives of MOH, the Littlehaven LHA, and the taxpayers of -

——

_

!.
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LEARNING OBJECTIVES

1
& Acquire proficiency in analyzing the ¢thiéa] iséﬁ_és in’rziising money for health
services and designing 4 fair health insurance system. .
% Understand and e able to explain the meaning of fairness in the context of
health financing, and be ahle to evaluate which method of financing is the most
& Learn how to analyze the ethical issues raiséd_by:cmpldyment;bas_ed insurance
coverage; L sl e TR N i

Understand éind"'démdﬁstrate'an appreciation of the fundarmental values on
which the health systems of various countries are based. - S
# Demonstrate the ability to evaluate the trade-offs that people in various . .
countries have made ——or need to make—in the process of health system
reform, in light of the findamental values of their health system and their

society. ...

L

A

e
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¥ YROM an ethical perspective, which method of raising money for health

) services is the most fair? Health services can be financed in several

| different ways, such as private insurance, government insurance, social
or community systems, and payment out of pocket at the point of service.
The World Health Organization (WHO) has considered the fairness of various
methods of financing, and developed a framework to evaluate the fairness in
financial contribution to the health system of a particular country. This chapter
begins by describing WHO’s concept of fairness in health system financing and
by analyzing WHO’s framework for evaluating the level of fairness in any given
country. Then the chapter compares the fairness of the health financing system
in the United States to that of other countries, such as (Canada, the United
Kingdom, and Germany. In all countries—developing, transitional, and high-
income—designing a fair health insurance system requires trade-offs, and those
trade-offs have ethical implications.

An activity at the end of this chapter provides an opportunity to evaluate the
most ethical way to cstablish a new system of health insurance for a developing
country that has a finite sum of money for this purpose. Finally, the chapter
analyzes the fundamental values on which various countries have based their
health systems, including the important value of solidarity found in countries of
Western Europe and local communities in Africa.

ETHICAL ISSUES 1N FINANCING HEALTH SERVICES
AND DESIGNING INSURANCE SYSTEMS

Financing refers to the methods of raising money for health services (Roberts
and others, 2008, pp. 26, 153). A variety of mechanisms exist to finance health
services, such as general taxation, employee health insurance or other private
coverage, sacial insurance, community-based health insurance, and payment out
of pocket at the point of service (Roberts and others, p. 153). As an ethical
matter, which system of financing health services is the most fair? The answer to
that question requires consideration of the meaning of fairness in the context of
health financing.

The World Health Organization considers fairness in financing to be one
of the three objectives of every healih system (2000, p. 25). In its World Health
Report 2000, WHO described this concept as follows:

Fuir financing in health systems means that the risks each household faces due to
the costs of the health system arc distributed according to ability to pay rather
(han to the risk of illness . . . A health systern in which individuals or households
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?rc sometimes forced into poverty through their purchase of needed care, or
orced to do without it because of the cost, is unfair . . . . ,

Paying for health care can be unfair in two different ways. It can expose families
EE large unexpected expenses . . . Or it can impose regressive payments, in which

- 3 '
those least able to contribute pay proportionately more than the better-off

- - [F]inancial fairness is best served by more, 2s well as by more progressive
prepayment in place of out-of-pocket expenditure . . . . [T}he ideal is largel ,
Fo disconnect a houschold’s financial contribution to the health system frorz?
its health risks, and separate it almost entirely from the use of needed servi
[World Health Organization, 2000, pp. 3536, emphasis in original] -

T .. .
) '\'l'\ 1I—IO s framework for determiming the fairness of financial contribution to
a health system can be broken down into several principles, each of which can be

used to evaluate the fairness of ing 1 i
s of financing in particular countri inci
untries. T
are as follows: fese principles

I. .Pro.te_ction from the financial risks of illness should be universal, so that
ndividual or family is prevented from access to care or driven int(,) over s
a result of illness (World Health Organization, 2000, p- 35) porey e
2. People should be protected from high, unexpected, and 01..1t-0f- acket cost
at the poir.lt of service. Therelore, prepayment of costs by meanfof taxe:sj Soi
123’;)5(1).18"3.;;6 ;sviail ;;;han out-of-pocket payment (World Health Organization,
3. Payment for health services should be progressive rather than regressive
'Ijheref‘ore prepayment should be based on the ability to pay, instead of on th -
risk of 1llness_or utilization of necessary services (World Hea:Ith Organizatio:l
2000, pp. 35-36). As explained by Christopher Murray and Julio Frenk
(2000}, who developed the conceptual framework for the WHO report. poo
people have less disposable income, in part because they must spenpd a Ezﬁ- er
percentage of their income on necessities like shelter and food (p 720)g1?
prepayment were to be based on the risk of illness, each individu'a] wot'xld
be charged a rate that reflects his or her individual risk, and no individual
would be required to subsidize anyone else (Light, 1992 ;)p. 2506-2507) lj::l
Don:‘ﬂd Light (1992) has pointed out, payment on the b';sis of risk ma sat.i fi S
the libertarian principle that no person should be required to pa )f('or a;‘f
other person, but such “actuarial fairness is morally unfair becaufe 3; redu .
access {0 life opportunities and increases suffering for thos; disadvanta, edfs
risk, pain, and illness” (p. 2507). Thus WHO, and others, take the pgsitim}]r
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that prepayment should be based on the ability to pay, rather than on the

risk of illness.

4. Fairness requires the pooling of risks, whereby healthy people subsidize sick

people and rich people subsidize poor people (W.’orld H'calth Oxtgz;r‘nz-zzzil:,
2000, p. xviil). Risk pooling refers to combmn'lg risks fc?r 1;1 1'\/’11 s,
;vhic]; are uncertain and potentially unaffordable, into one r1;§f l;)r aggt) gﬁc
group, which is calculable and manageable (Gottret and Schieber, ;
5. }gi);;piz;ls should be as large as possible, in order t'o n.nmmlgg Othe rji{ii;)
individuals and their families (World Health Orgamz_atlon, 2 . ’lljéavin S
Prepayment on an individual basis, such as occurs in a me 1(:;1t v agd
account, does not ensure fairness of ﬁnarllcmg, because it does no . ption
the risk or subsidize the elderly or the sick (World Health Organization,

2000, p. 99).

In terms of the principles used by WHO, the hea_dth ﬁn'?u;fzmg syste:iec;f
the United States is less fair than the systems of other industria 1er tC?}T:U S,
such as Canada and the United Kingdom, for several reasonSs. irs ,r nment. i;
systemn of health financing is not universal, although the U . %oveThe e
undertaking some reforms toward a iO?g-tern; goalssoi :r;;\;zrsi iztt})lz.more th.a n

i vide universal protection and acce € '
Z}gt;ri?liisptec;gl?inihe United SI»)tates uninsured. in 2009. Millions of;l peop};l)z ;2
the United States have been prevented ﬁ'on;él;\fll;‘g acctehs:) st: Gage rc:;idz;;czs e

iven into bankrupicy as a result of medical bills. Even S
g::s rflulzna;?h insuralr)lceymay need to pay high', unexpected costs ouz1 ofh };?d;::tfg;
the point of service because of high deductibles, copayments, and charg
ices. ‘
nom':;;zr&é;f Is.;stem is based to a large extent on empl?ymenti)k;asid 11;:;r?;1:§
coverage, which, under the principles used by WHO, Is arﬁuago')é 8;:5};8 i than
tax-supported, national health insurance. In fact Victor Fuchs { 09 has ngL; ”
that a tax-financed system, which is unrelated.to employment ; ? u ;180 ot
only the most equitable method of providing umversal_ coverage 1t1h 15{3 0 the
most efficient (p. 1751 Employmen‘fc:based tl:overa%; aa: gsfi};t;m\:z : ;;1 Calfth
who are unemployed or who work for employers 3000 put
insurance for their employees. As the World Hfaltl} Or‘ga;lmzact;zembersgp”
it, employment-based systems limit coverage to “their priv egj) embership”
. v ncy Jecker (1993) argued that the employ‘ment ased insurar
Sf:st:;n%;)iz z {he Un(ited gtates is inherently u‘netllucal becausedoé"elé;izzt
discrimination in the distribution of jobs that provlldc. ms1‘.1ra.1.1c]t:3) an bec valié
even if jobs were distributed fairly, the reasons for distributing jobs are
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reasons for distributing health care. Therefore, Jecker argued that rather than
mandating all employers to offer health insurance for their employees, health
reform efforts in the United States should be directed toward “uncoupling health
nsurance and jobs” (p. 671.)

In addition to being less inclusive than other health Insurance systems,
employment-based health insurance is also les portable, and it can be difficult
for individuals to retain coverage after termination of employment. Employment-
based coverage is also less uniform than the coverage of national health systems,
because the benefits, coverage levels, and degree of cost sharing can vary
considerably among employers. The financing of employment-based coverage
Is not transparent, as a direct tax for health care would be. Many workers
tistakenly believe that most of the cost for their health insurance is borne by
their employers, but actually that cost is borne, one way or another, by the
workers (Fuchs, 2008, p. 1750). Moreover, employment-based coverage can
encourage employers to discriminate against people who are less healthy when
those employers are making decisions on hiring and promotion, and this kind
of coverage raises serious risks of disclosing medical information to SUpervisors
and coworkers,

The U.S system of employment-based insurance coverage 1s also regressive.
First, an individual employee’s share of contributions for health Insurance is not
based on his or her level of income., Therefore, low-wage workers are required to
pay the same amount as workers or managers who earn much more money, even
though that amount represents a larger percentage of the low-wage worker’s
earnings and a larger percentage of disposable income. This system violates the
principle of vertical equity, which requires fair treatment for groups of people
with different levels of income {Roberts and others, 2008, p. 103).

In addition, U.S. federal tax laws make the system of health financing even
more regressive. The U.S. government provides a significant tax break to those
employees who receive health benefits from their employers {Garey and others,
2009, pp. 25-26). As a general rule, employees must pay income tax on the
compensation that they receive from their employers. Wages and salarics are
considered to be part of an employee’s taxable income, However, an employer’s
contribution for an employee’s health insurance is not considered part of the
employee’s taxable income. This tax break is unfair in many ways because it
does not benefit all taxpayers or all employees equally (Emanuel and Fuchs,
2005, pp. 1255, 1257). It gives the most tax advantages to those employees who
have the most expensive insurance benefits or the highest incomes, or both. This

violates the principle of vertical equity by treating high-income workers more
favorably than low-income workers (Carey and others, 2009, p. 27). This tax
break provides no advantages whatsoever to those employees who receive no
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health insurance {rom their employers. Therefm:e, this ’system'also vlfolates t)hl:
principle of horizontal equity by providing differential treatmen.t Gor-pr:(;jnd
with the same level of income (Roberts and others, 2008, p. 104; alcytaxes
others, 2009, p. 27). Meanwhile other taxpayers are forced to pay n'11?reu3d -
than they would otherwise, in order to make up for the revenue not collec y
e gf');zr:;l;g}‘rmenbbased insurance systern in the United SFaices Klsc:i -vml:st::]
WHO’s principle that risk pooling should b‘e as broad as possible. ls 1sl§;dize
previously, fairness requires the pooling of risks so thfxt healthyhpeoig E 5121 poidine
sick people and rich people subsidize poor pcoplle. 1'{151? }_Jools1 5 Tou o (z s lar g
as possible, in order to minimize the risk to sp.em.ﬁc individuals. ? .ek e rt};
employer-based coverage is an attempt to limit each company’s r]i-r I;S "
people associated with that company, such as current employees, retirees,

i s, . '
thelrI\fCIlz}:l:Jneiploycrs in the United States complain about the high aniidrg;dg
increasing costs for their employee health plans. 'Some emplo,yers 1“{0'11 fike 1
be relieved of the obligation to pay the cost for their employees’ health -1nsu “ t(;
and some say that they would like someone else, such as the gover nzne St;m
pay for those costs. However, many U.S. employ./ers prefer the curr-en‘ : s?f an(.i
under which they are primarily responsible fo.r their own employee-s, }i ein ces, e
dependents, to a system of national health msurance, under‘ whic lt 1;y Z(())me
be required to pay higher taxes in support of a broade.r risk pool. 010 ne
extent this attitude reflects the uncertainty about the relative costs to emp zv -
of shifting from an employment-based system to a tax-supporte‘d sys.tem, asstem
as employers’ concern about relinquishing con’trol of the hea-lth 115;1,; ar;}:e s}ﬁzl on
while continuing to be largely responsible for its costs (Galvin, 2 ‘ E}ﬂ r-le '
current U.S. system, employers in the private sector have substantia ;Xl i C;tzfost
design their own employee benefit plans, determm.e the lc.vels of b}ent;1 its:an ot
sharing, and change their plans prospectively, quite possibly to the detrime

> .
thelrl\ir(i"il:jsz the reluctance of many ernploy.crs to support a national 11;:;:1‘[111r
system may also reflect a desire to limit their risk pool to peoplc? who are 1ne ’}S
to be healthier on average than other groups of pec_)pie. That is, a colrn53a yat
employees, retirees, and dependents may be healthier than the poEu ﬁa 1;1 -
large. That parochial attitude may be understandab}e from a pu.re};) n e
perspective. However, it is questionable from an ethical perspectlveh cca .
bases the entire system of health financing on selfish efforts t(? keep ot ler p.eog ¢
out of one’s risk pool. It would be fairer to include everyone in the society mn th
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same risk pool, including peaple who are poor, elderly, disabled, chronically ill
unemployed, or working for ether companies.

Some supporters of the U.S, system argue that private health insurance is
more likely to encourage the development and use of new medical technology and
drugs, whereas systems of national health Insurance might try to control health
care costs by limiting the use of expensive new treatments and not providing
ncentives for their development. However, access to new technologies and drugs
In a system of private health insurance can be extremely inequitable and unfair.

For all of these reasons, from the standpoint of the WHO principles, the

U.S. system of employment-based health insurance, which is both regressive
and inequitable, is less fair than methods of health financing used by other
industrialized countries. Of course, farrness is not the only ethical value to
consider. Under the ethical theory of principlism, one might argue that the U.S.
system of employer-based coverage promotes the ethical duty of autonomy, by
maximizing the choices for employers and employees. However, other ways of
preserving choice are available, even in systems that provide universal coverage.
For example, the social insurance system of Germany provides universal coverage
but permits individuals to choose among competing, nonprofit sickness funds
(European Observatory on Health Systems and Policies, 2004, p- 4). Moreover,
under the theory of principlism, any gain in autonomy under the U.S. system
of insurance is outweighed by the system’s unfairness as well as its failure to
promote beneficence. The U.S. system also fails to treat cach individual as an
end in himself or herself, as required by Kantian ethics, and it is not a system
that we could wish to be universally applied to the distribution of other things
on which we are similarly dependent. Perhaps most telling, the U.S. system
of employer-based health insurance fails even the test of utilitarianism, The
United States outspends other industrialized countries but ranks poorly on some
important measures of health (Davis, 2008), and thereby fails to provide the
greatest good for the greatest number of people.

According to Julio Frenk and Octavio Gémez-Dantés {2009, discussions in
Mexico about the ethical deficiencies of that country’s previous health system
had helped to build consensus for reform (p- 1406). It is to be hoped that peaple
in the United States and other countries can learn from their example.

Designing a fair health insurance system requires trade-offs, not only in
high-income countries but also in developing and transitional countries, The
activity at the end of this chapter provides an opportunity to consider the most

ethical way to employ a finite sum of money in establishing a new system of
health insurance for a developing country.
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FUNDAMENTAL YALUES OF HEALTH SYSTEMS

As economists frequently remind us, there is no such thing as a free lmzlcilj. E\re‘ryi
i ls of universal access to care and financia
untry that has accomplished the goa : ; :
ggcuriz for its people had to give up something. Most people in those countries
1 rade- th it.
firmly believe that the trade-off was wor . . N .
) I‘{Iow can people decide what they and their society are willing tlcl) fczirgfo. f_['bir;e
isions i litically acceptable and morally defensible
vay to make those decisions in a po ,
I;n}rllner is to begin by identifying the fundamental values of a cou‘ntry s];waltt’h
care systemn {(Priester, 1992, pp. 85~86, 105—106). As Frenk and .Gomezl-}icina:
{2009} have explained, “every health system reflects vaiu-e aésumptllor{s, whicl ¢
expressed in the distribution of benefits and the organisation of its mstltu;lotﬁz )
(p. 1406). After identifying those basic values, people will bela.ble th(jl_]udge ewr ::hose
rticula : istent with their values. Moreover,
articular proposals for reform are consis ‘ el .
Ealues willpguide people in making the difficult decisions about what they are
villing to forgo. - .
" Irg; Mexico the health reform of 2003, which created a public insurance
system, was based on specific values and on the principle tha; geralth cg: enltsé :
ial 1 rivi odity (Frenk and Gomez-Dantés,
cial right, rather than a privilege or a comm . and G
5;%09) 6thcr countries that have succeeded in developing uz'm.fers‘al h??:lltg
;ystems such as Canada and the United Kingdom, have also rexphc.}tly }idenu el !
the vah;es that form the basis for their respective systems. What did t eﬂ};copto
in those couniries really care about as a society, and what were they wilking
. _ 3
ive up as the price of health reform? ‘
= Tie heathpcare system of Canada is based on five fundamental valu‘es, Wl?ch
are set forth in the Canacda Health Act. These five principles are ui?wersa ;{ty,
. oy .
ublic administration, comprehensiveness, portability, and accessib 1tyf(] ez' e
ind Meslin, 1994, p.189). In order to obtamn federal governmejnt unding
;'or its healtil program, each province in Canada must meet specific criteria,
including compliance with those five principles {(Furopean Obsefvaltor}a 06111.
Health Systems and Policies, 2005, pp. 2—?), 8). Canada. has‘la }sjmgt ;x ztizn
system, in which universal health coverage is financed primarily by ' ﬂ.
énder, these circumstances the role of private insurance companies 1shs.tbr-ic dy
limited. Private health insurance that duplicates pubhc' coverage 1s prohi xteCi
althcugh Canadians may have private insurance for services that are not covere
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Insurance plan and they accepted waiting lists for nonemergency services, they
retained the freedom to choose thejr health care providers. The Canadian health
msurance system operates on a single-payer model, but the health care delivery
systern is pluralistic. Most hospitals are not-for-profit organizations, and most
doctors are in private medical practice. Generally, Canadians have the option to
choose their health care providers, although some Canadians have complained
about long waiting lists.

In the United Kingdom the government and the people support the values
of a national health system that is funded by taxation and free at the point of
service. About 12 percent of the population also has private health Insurance,
for avoiding queues, better amenities, and choice of specialist, but purchasing
private insurance does not relieve those people of the obligation to pay taxes
in support of the public health insurance system. On January 21, 2009, Prime
Minister Gordon Brown signed a new constitution for the National Health
Service (NHS). This new constitution sets forth the basic principles that guide
the NHS, including provision of comprehensive service to all patients without
discrimination, access on the basis of need rather than ability to pay, quality of
services, respect for patient preferences, and accountability to the public (UK.
Department of Health, 2009). Al patients in the United Kingdom have the
right to services free of charge, unless specific exceptions have been authorized
by Parliament. Patients have the right to choose their general practitioner (GP)

right to see a particular doctor within their GP practice, but patients may express
their preference and the GP practice must try to comply. Ordinarily, if patients
want their care to be covered by the NHS, they are limited to choosing a GP
practice within the NHS and must obtain their inpatient services at an NHS
hospital, although the NHS may arrange for care to be provided by private
hospitals or surgery centers in some sitwations.

Thus, people in the United Kingdom have given up some freedom to
choose their health care providers in exchange for universal access to care and
comprehensive services without regard to the ability to pay. Morcover, the
NHS constitution explicitly recognizes that resources are limited, and that hard
decisions need to be made in operating the systern. “The NHS js committed
to providing best value for taxpayers’ money and the most effective, fair and
sustainable use of finite resources” (UK. Department of Health, 2009, p. 4).
Under these circumstances, patients have the right to new drugs if those drugs

by t]le pubhc plall. Ill CHCCE Calladialls ]]a\r( g}ven up the (}ptlon to Ch()()St:
baS}C mMsurance Cover age {1 Qm a.n}‘ o ganlzatiolk Oth.el th.all thC gO\rCI nII}eflt, mn
(:};C]L: nge [()I Lllli\(':Isa.l MSUrance coverage aIlCl C Y cu }‘.
Althouﬂh. Cal’ladlans ga\ c up the Hidlbldual fI e 1Tl }1 tll 1T Ilealtll

have been prescribed by their doctor and if those drugs have been recommended
by the National Institute for Health and Clinical Excellence (NICE), on the basis
of its evaluation of cost effectiveness (p. 6). However, as discussed in Chapter
Eight of this book, patients of the NHS might not receive a new treatment
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il NICE does not consider that treatment to be a cost-effective use of limited
S resources. ‘ ‘
™ Irf contrast to the systems in the United Kingdom and Canada, thf h(iait?
care system of the United States is based on very different fundalimienta 1\ zsu(;r;
i ; hat the U.S. health care system lacks valu .
However, this does not mean t ! : < A
i i i inhard Priester summmarized the analy
a 1992 article, project director Rein - by of
ic” ] haired by Sheila Leatherman an
the “New Ethic” research project, coc atherman and [
iomedical Ethics at the University of Mi \
Caplan at the Center for Biome o vinneso,
i i iest lained, the U.S. health care system is
Minneapolis. As Priester exp , : L e
divi ] ici th much less concern
{ individualism and physician autonomy, wi : n th
\r;j}lxtiss;)/st;ms have for the values of universal access to care, social sohlcianty;
and the good of the community as a whole (pp. 36_87, a1} Egesva ueise o
U.S. health care are based instead on the underlying values of U5, ioccntgé
in.clixding “strong faith In individualism, distrust of goveljnment and-pre Fr ¢
for private solutions to social problems, belief in American exce?uon; ﬁ;fg:gy
1 state of affairs, the power of techn s
tandard of abundance as the norma ofa .
Sal.:l'ci the uniquely American frontier orientation” (p. 87). '.i_fhus, Fhe Umtild Sitlat::rz
indivi ici freedom to choose their patients, and allo
allows individual physicians the : 1 and a o
indivi i hoose expensive treatments of litile g
individual patients the freedom to ¢ pe : of lutie margha
f individual choice can result in de
fit, even though both these types o . :
E;leeto’ other patients and undermine efforts to achieve universal access to care
. 89-90, 103104, -
b In addition to having a unique view about the paramount 1mportan;: otf
individual choice, the United States has a unique attitude about the poor. tlrls) é
U.S. culture distinguishes between the so-called worthy poor, wl;o ‘ccllesgr\;e ' oSter
Ip dlyless deserving of aid. As Prie
helped, and other poor people who are suppose \ :
(116982) prlaineci, “The concept of the worthy poor derives from the p;fuhag;y
American notion that for many poor people, poverty 15.5011?}10}:\_11;::;:65:1:: are{p(.)ve;
1 ho have major disabi
footnote omitted). Generally, persons w ] e over
i be more worihy of assistance than
ixty-five years of age are considered to .
Sblzdiedvad};lts who are unemployed. Thus, federal and state governments dl.n t}zle
United States operate medical assistance programs for ;h; poor, called Mgia;af{o;
from the public health insurance pro
but keep those programs separate . hinsurance program b1
derly or disabled, called Medicare. The U.S. app
e ot overty e i * I stern” that attempts to
has been described as a “poor law sy ]
e oo, d “well: " that provides a
i to a “‘welfare system p
alleviate the effects of poverty, as oppose R
: ices to every member of the commumt)_z
S 0ok oo Ta0to1. i spect of the U.S. attitude toward
Meslin, 1994, pp. 190—191). Another unique asp > aude towarc
i harity. Doctors and hospitals in the
the poor relates to the ethical duty of char ‘ .
Statlcjas acknowledge their ethical obligation to provide charity care, and many
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do indeed provide substantial volumes of free or discounted services, However,
health care providers generally have the autonomy to determine for themselves
the amount of free or discounted services they will supply, as well as the specific
recipients of their charity (Priester, 1992, p. 89), although most 1J.8. hospitals are
required to provide services in a medical emergency regardless of the patient’s
ability to pay. Some health care professionals who treat elderly patients under the
Medicare program refisse to treat poor patients under Medicaid, in part because
Medicaid pays extremely low rates for treatment of poar people.

To address these problems and promote reform, Priester and the other
members of the “New Ethic” research project proposed a new framework of
health care values for the United States (Priester, 1992, p- 92). Their framework
contains five essential values: access, quality, efficiency, respect, and patient
advocacy. It also contains several instrumental values that can promote those
essential values. Most important, the project group developed a set of ordering
rules for resolving potential conflicts between and among the different values.
All five of the essential values should be pursued as much as possible, but
any conflicts should be resolved in favor of promoting the value of fair access
to care. Instrumental values may be superseded by any one of the essential
values. Significantly, provider autonomy is considered an instrumental value
and therefore can be superseded by the need to increase fair access to care,
such as by requiring health care professionals to treat a sufficient number of
underserved patients {Pp- 92, 103-104). This proposed framework of values,
with its ordering rules, is an Important step toward health reform in the United
States. In particular it could help to promote discussion and clarification of what
people in the United States care about the most, and what they may be willing
to give up as the unavoidable price of reform.

As Priester (1992) noted, the U.S. health system does not place a high priority
on the value of social solidarity (p. 91). Solidarity refers to the feeling of unity
that is generated by having a fair health System, one that includes everyone in the
community regardless of wealth or social status and that gives people a feeling of
ownership and an opportunity to participate (Priester, pp. 99-100). In contrast
to the situation in the United States, solidarity is a fundamental value in the
national health system of the United Kingdom (Priester, p- 99), as well as in
the social health insurance systemns of several industrialized countries in Western
Europe {(Saltman and DuBois, 2004, p. 27).

The value of solidarity is not Lmited to nationwide health systems or to
health systems in industrialized countries. Solidarity 1s also an important value
mn systems of community-based health insurance, such as local systems of
risk pooling in resource-poor developing countries. Community-based financing
systems are local prepayment mechanisms through which villages or other
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small communities pool their risks of health care costs. Depending on the
local circumstances, community-based insurance can be an attractive alternative
for financing health care services, especially where national governments are
unable to raise sufficient funds by means of taxation (Roberts and others, 2008,
pp. 176-178).

Scholars from Burkina Faso and Germany have explained that community-
based health insurance systems must be based on the values of solidarity
and reciprocity. Moreover, in Burkina Faso and other African countries the
fundamental values of solidarity and reciprocity are not imported or imposed
from other countries but rather are part of the traditional culture and society
(Sommerfeld and others, 2002, pp. 149, 160). The following excerpt from an
article by these scholars explains the relationship between community-based
health insurance and traditional, local values of reciprocity and solidarity.

-al” populations in -
‘ontemporary Burkina Faso, .
he West African’ Sahel, low ‘access’ to"health care s

' 55 of modern health care intervention.” -
udy;: there’ are only 0.3 visits per .
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Informal or ’tradltlonal’ risk shanng [nstltutlons and solidarity mechanlsms i i
West Africa have, for a long time, attracted the curnosﬁy of anthropo!ogrsts_'_"

quences of econom;c random shocks A grea number _of tradlts nal Solld {
€. 1an relationships;. burial:’

Up until riow, in Burkma Faso form
urban centres. In recent years howeve

A prehmmary study of exlstlng communlty-based risk’sharing. schemes nith
involved:

bourhood, ethnic group or profess:on belong to WIdesp'rea

which generate and share resources in t;mes of need €, g in the case of |!Iness

ETHICAL I55UES oF HEALTH INSURANCE AND FIEALTH SYSTEM REFORM

lidarity among. famlhes neeghb Lirs and frue

= among} .offeagues For. xar'hp!e,‘
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f'-'risk' is.the- reéUlt -of associative -
12 Faso, the associative mbvemer_jt__(yl[!_age; :

““mutualization” o

around’a number of .
collective interest -

SUMMARY

In some countries, people have accom- on the trade-offs that they are willing to
plished the goals of universal access to care make.

and financial security for every member of This chapter analyzed the fundamen-
their community. In many other countries,  tal values on which different countries have
however, people are still working toward based their health systems, including the
these goals. Where these goals have been value of solidarity in local African com-
accomplished, people have identified the munities and in the nations of Western
fundamental values of their health system  Europe. Finally, the chapter analyzed the
and have made trade-offs that were consis- meaning of fairness and evaluated the fair-
tent with those values. Countries that are ness of different methods of raising money
still trying to reform their health systerns  for health services and designing a health
also need to focus on their fundamental insurance system.

values and then use those values to decide
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KEY TERMS because only a small p_é_fcéntag_e'of the population is employed in the formal
o sector. The health'care system of Yulatonga includes several hospitals, but most
community-based health horizontal equity solidarity residents cannot afford the services of those hospitals because they fack money
. . rerti ity nd health insurance. -~ T T L B
Insurance risk pooling vertical cquity _ 2 heg hinsurance o oy . Sy .
Recently, a. nongovernmental arganization (NGO) based in Switzerland
financing

agreed to give the government of Yulatonga $100 million per year for ten years

for the purpose of establishing.a-system of health coverage. The money may

. notbe used for any. cher-_purpo_s:e. If.the government of Yulatonga does not

DISCUSSION QUESTIONS  Use that money to ‘establish a system of health coverage; the NGO will spend
) + the-money on expansion of its headquarters building in Switzérland.

1. Isprepayment of health costs, through taxes or insurance, fairer than payment " If the government of Yulatonga accepts the money, thé government will

out of pocket at the point of service? If so, why? . . have flexibility to d_e_t'ermihe__the_ _df_.itqils of the system. For example, the NGO

2. As a matter of fairness, should individuals be required to pay for healt will allow the government to determine which residents of Yulatonga will be

. ices on the basis of their actuarial risk of illness or, alternatively, on the eligible for coverage, the amount of that coverage, the scope of benefits, and
sery heir ability to pay? Why? the level of individual cost sharing.

basis of their 2 ltyb PdYs' stem of health insurance inherently less ethical The government of Yulatonga has decided to accept the money and has

3. Is an employment-base yt d, national health insurance? Why or why not? carefully considered the best way to apply $100 million per year to establish and
than a system of tax-supported, 1 h : the system maintain a system of health coverage. The government has no other resources

fundamental values of each of these health systems: ¥ ! ‘ ! )

4. What are the fundam : , tem in the United Kingdom, and for this purpose, and there is ro source of additional funding. Therefore, the
in Mexico, the system 1n Canada, the system maximum amount that can be spent on this new system of coverage is $100
the system in the Ur}n:ed States? . late to traditional values in million per year. At the present time, government officials have narrowed down

5. How does community-based health insurance re the possibilities to these three potential ways of Using that money:

Burkina Faso and other countries: B T TR PSR SRR G
1. Provide comprehensive health coverage at no charge for the 50,000 poorest
e e e © " people in the countiy. (These are the p_eople'_wh:os'e_ annual incomes are
i ACTIVITYESTABLISH!NGASYSTEM OF HEALTH CQVERAGE _ - below $500 per year) The- government’s' annual cost to provide this
INADEVELOPINGCOUNTRY o ::.:-:._ - ST SRR ._ | comprehensive coverage would be $2,000 per person: 50,000 people x

32,000 per person = $100 million per year, This comprehensive (first dofiar)
coverage would not be subject to"any deductibles and would not require
~-any copayments from the individual. .- - e h
2. Provide less comprehensive health coverage at no charge for all 100,000
~_people at or below the government’s poverty level. (These are the people
whose annual incormies are below $1,000: per year.) In other words, this
alternative would cover more people than the first afternative, but it would
provide less comprehensive coverage. The government’s annual cost to
provide this less comprehensive coverage would be $1,000 per person:
100,000 people x $1,000 per person = $100 million per year. Under this

The devél'ébir;ig'c'duhtjry: that we wai! call:Yulatonga is a small.island nation in -

ave'a nati [th-insurance system, and‘EOO pe
uninsured: The government does not have-enough

o alternative, the coverage would be subject to an individual deductible of
: Aoniey to astablish a national health insurance system; and it could not'raise: . $300. After paying the deductible, eligible individuals would be responsible
. oney to establish a natiohal health insurance system, and it ¢ oaRE Y g di p
gw\g/ Oh tax revenie to support that type of system: Similarly, it is not feasible to- - for copayments of 20 percent on their remaining health care bills.
_ dé\féli‘,-s-fatgdciar'hsurance system with employer and employee contributions,
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3. Provide catastrophlc health coverage at no charge for all 1 m:IE:on res:dents T
of Yulatonga regardless of their level of income: The government’s anraual '_
cost. to prowde this catastrophlc cov rage: would be $100 per person i
1,000,000 people x 5100 per persori --$100 million: pe “year.: This_
catastrophic coverage would have an |ndw|dual deductlbie of $1,000 per-‘
year. This, alternatwe wouid prowde 100 percent coverage ofall health.j-_
care expenses after paymg the ancﬂwduai deductlble :

_ Piease evaluate these three opt[ons and determ ne which:one would be""
" the most ethical for the governme_ “of Yulatonga: to . dopt.. Be i

explaln the reasons fo _' your conc[u fon

LEARNING @%JEC?EV%S

Be able to evaluate the cthlcal obhgatmns to prowdc health care servmes. o
people who are undocumented aliens... |

D}emonstrate the ability to analyze the’ ethrcal issues mvolved in tleamng patlents
who have limited proﬁmency in the Ianguage of the health care prowder '

Leam how to evaiuate thc et ;
ncal lmphcatlons in the foba.l h
medical tourism. ; ¢ p enomcnon Of

Understand and be able to e\plain the adcht;onal ethxca_l problems that arise

when people froni weaithy countme
S travel to develo in countme
organ transplants - : g g S to Obt"m




