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Abstract

Priority setting reflects ideology, and so, more surprisingly, does
the quest for "efficiency". A great deal of the current debate about
alternative methods of finance and about reform of management structures,
in health services all over the world, purports to be about some notion of
efficiency which it is believed we all seek. - But efficiency depends on
objectives. How important is freedom of choice, what weight is to be given
to "need", how much innovative diversity is compatible with equality of
access? This paper presents two polar ideological positions, and outlines
the kind of health services each holds up as "ideal"? It is argued that
neither ideal is seen in practice, but our views as to what would make a
real-world health service more "efficient" will depend on which ideal we
wish it to move towards. But is there any ideologically ccherent middle
ground which would justify a mixed system. A mixed system is a muddle,
but is it a muddle we have chosen (and can therefore justify), or is it the
unintended by-product of intellectual confusion? This discussion paper is
intended to help its readers identify, and come to terms with the
consequences of, their own ideology, so that the debate about the merits of
rival systems is not conducted on a false appreciation of which issues are

"factual" and which are “ideological*.



Priority setting means deciding who is to get what at whose expense.

In the context of health care, the "what" in that statement refers to
different sorts of health care, and the "who" to different sorts of people.
The "whose expense" is not so straightforward. It appears to refer to "who
will pay the bill", and in a public health care system this might seem to
be the government, though behind the government stands the taxpayer, and
that means all of us. Even in a private health care system it is rarely
the patient who meets the bill directly, for some or all of it will be met
by an insurer, and the costs of any particular treatment episode will be
spread over many premium-payers. But in the context of an economic,
rather than a financial, analysis the phrase "at whose expense" has to be
interpreted in a different way, based on the notion of opportunity cost,
rather than on the notion of expenditure. When so reinterpreted, it
means "who is to go without" health care in order that others shall have
it. Giving priority to one group of people means taking it away from
another group, though for obvious reasons politicians tend not to dwell on
this implication, leaving us to infer, from what is not said, who the "low
priority" groups are. In any honest and open discussion of these issues,
however, that implication must be faced squarely, and we must not shrink
from identifying who (implicitly) the "low priority" people are, in any

particular system of health care.

Priority setting reflects ideology, so we must start by analysing the
characteristic ideologies of public and private health care systems. Both

systems (and their respective ideologies) have then to face the problem



that the recent rapid growth of effective health care has led us to the
point where no country (not even the richest) can afford to carry out all
the potentially beneficial procedures that are now available, on all the
people who might possibly benefit from them. So priority setting can no
longer simply be a matter of eliminating ineffective activities (i.e. it is
now more than a matter of becaming more efficient in the low-level sense of
getting onto the production possibility frontier). Priority setting now
has to deal with the much more contentious high-level efficiency problem of
choosing where to be on the production possibility frontier, that, which
mix of (efficient) activities to select from those that are open to us.
This is a matter of allocative efficiency rather than technical efficiency,
inevitably contains equity considerations (i.e. views as to how the welfare
of one person is to be weighed against the welfare of another person).
That is why the ideological content has to be made explicit and given

prominence, which is the content of the next Section of this paper.

I shall then proceed from ideology to "pure" private and "pure" public
systems and the characteristic problems they each encounter. This will
lead naturally to a consideration of "mixed" systems, in which each adopts
a little of the other in order to reflect the pluralist ideologies of the
comunities they serve. This inevitably generates muddle, and brings us
closer to the systems we actually see operating around us, and which we are
struggling to understand and "improve". This brings us finally to the
appraisal of policy making and performance in the different systems, and to
the question whether there is an overall framework within which we can
decide which is the best system of health care. I shall conclude that it

all depends on your priorities.



IDEQLOGY AND OBJECTIVES

The ideological issues in the provision of health care have been
admirably dissected by Donabedian (1971), in which he polarises attitudes
around two viewpoints, "A" and "B", which may be loosely termed the
"libertarian" and the "egalitarian" respectively. In the libertarian view,
access to health care is part of the society’s reward system, and, at the
margin at least, people should be able to use their income and wealth to
get more or better health care than their fellow citizens should they so
wish. 1In the egalitarian view, access to health care is every citizen’s
right (like access to the ballot box or to the courts of justice), and this
ought not to be influenced by income or wealth. Each of these broad
viewpoints is typically associated with a distinctive configuration of
views on personal responsibility, social concern, freedom and equality,

which are set out in summary form in Table I.

The implications of each of these ideologies for priority-setting in
health care are pretty obvious. Willingness and ability to pay should be
the dominant ethic in the libertarian system of health care provision, and
this can best be accomplished in a market orientated "private" system
(provided that such markets can be kept competitive). Equal opportunity of
access for those in equal need should be the dominant ethic in the
egalitarian system of health care provision, and because such a system
requires a social hierarchy of need to be established which is independent
of who is paying for the care, it dictates public provision (provided that
such a system can be kept responsive to social values and changing economic

circumstances). Let us look at each such system in more detail.



*m9J 9yl ATuo Aq palofus Afrenioe
wopesIy Syl Jo Auew Syl 031 UOTSUSIXS® UR Se usds ST
KyrTeRnby ‘pouTurepun AgaISyl] ST JUSURASTUOR JO UlIom
TeIOW SY3 poInsse 8q jouued STyl sxsym {AjTunjzoddo Jo
Kytrenbs uwo ST sTSEydwe urERW  SU} USY} ‘JUSWSASTUOR
yons Joy soriTunilaoddo Tenbs sey suocArsas jey} ST
spaemaI BUTINQTIISTP JOJ STSBq SY3 S JUASASTUDR
Teuoszad Bursn J0J uoTIeDTIIISNL TRIOow ATuo B8Y3j BOUIS

* (wopssa3 Tesx
xojesab ‘st 3Jey3z) uotioe IJ0F odoos ITsjesab  sasTyoR
STENPTATPUT UOTuym 4£q sueaw oy3 ST 3nq 4391008 Sy3 ur
STENPTATPUT O3 3PS} TRUISIXD UR 3JOU ST  JUSUUISA0H

“ISYIO0 SWOS UT Wopssaj JIojesib urejqo o3 JISpIO  ur
10adsaI Su0 UT podTITIoRS oq AW Ing STATSTATPUT Jou ST
WopseId  *9OTOUD U0 SITWIT 9ATIOSJJS SY3l USIJO pue ‘Teaa
ssoroylsuou axe Asyj ‘sjureIisucd TeoTitTod URy] SATOISOD
ATusdo ssoT oI SIUTRIISUOD OJTWOUODS UbBnoyire I80TOUD Jo
ssTiTUN}xoddo Tesx Jo sousssad Syl Se UsSdSs ST WopasI]

-sbxet
e A3etoos Aq pouotioues AT3ToTidxs pue  Algeatnbs
porttdde sxe Jeyl JUAUBTITIUS burursduod soTnx astodad o3
Purpioodoe STQISseooR  9IR Ryl pue  ADUSTOIFINS-J[eS
UTR]SNS pUBR dILSID  Jey] SWSTURYOSIL - [RTO0S USTTge3ss
03 sTqexsjaad swedsS 3T saTqeltnbauTr ATTensn pue
(zouop ay3z o3 bBuridnizoo pue Juatdrnax Syl o3 burtueawsp
us3ljo ST 3T esneosq) ATTeIow snoxsbuep Ayrerjusiod se
usSs ST Ing pojosldI jou ST UOTIOR STGRITIEUD S3RATIJ

*SSOUSSOTUIIOM TRIDOS IO
Kitaeadep Texow yitm pojenbs jJou ST omMTIR] OTWOUODD
g ‘OTqRITSSP OSIF OASTUOR O3  SOATIUSDUT  TRUOSISJ

(uetaeyTTebE) g JuTodMsTA

*JOTTFUOD om] SU} JoASIsUm
KAytrenbe 1sac uwopssay o3 usatb bursq oouspoosad IESTO
y3tm ‘3deduoo Asy Sya st mey o9yl ox0yseq K3TTenby

TWSTURTIARITTEIO]
jsutebe aeming © se pomsTa AQeIsyl ST oSuroTpaw o3eatad
pue ‘steuotrsseojoxd UY3ITesy JO. SB T[eM SB SIUST[O JO
wopss1J JY3l JO JUSUSHPTIqR pPSJURIIBMUTL UBR SP  USSS oIe
puroueUTy o9IXP0 YITeSY Ur oOTox TEIUauwursacb obieT B
pue bBuruuerd Uy3jTesy pPOZITRIIUS) "UTSOUOD  TRTIOO0S
Jo suorssexdxe ArejumToa pue  OTISTTENPTATPUT  pue
KAytrTqrsucdsex Teuosasd yjoq — sejenualle  uoTsTndwod
*3Tes3IT uT poob awexdns B se JUBNOs s 03 ST WOpdLIl

*(WKatrrqrbrre xesser, Fo srdrourad eyi) Burixoddns

-J[9s o1 oym ssoyy se uoritsod e STgRINOARI SB UT B8]
Jjou 3stut ‘padi{ey USUM ‘DUR  SSDINOS9I UMO  STY TR
osTTTqoW 3sary 3Isnw jJuetrdroaxr Terjusjod 9y3 eyl yons
‘orduexs 103 ‘suor3iTPuoD peqraossad Afngsied  aspun
pP9SIDIaXe B O3 spedu 3T 3Ing ‘srorysa aadoad eyn
st ‘seotdsne ojeatad gepun  Atfqeaszysad pelosjje  pue
posseoxdxs ‘AjTaeyo eyl ST uorjtsod oweIXe SSOT Y
ropeab Syl oew 3JOUURD OUYm 9SOYyl Jo 93ey Syl 03

SOUSISIITPUT TonIo ATBUTURSS B S91RIOTP WSTUTMIR] TETO0S

*oAdTYOR 03 J1303JFo Teuosiad ayj pue Bursq-ITom
TRICW USSMIS] UOTIOSUUOD SJ|uriuT syl Jo esneosq
‘Bureq-TTom TEIOW ouTWISpUNn OSTR ASYl HButOop ©OS Uur pUR
‘Bursq-TToM OTWOUOD® SSINSSE 3Byl  9DI0J SATIOWN  IYF
USyeoM SpIEMSI psUIRAUN  Uons ' ISAOSION * SpIRMSI
pauresun pexsijo oxe ofdoad JT pouUSYeam ST STUl pue
‘juenjxodut AxoA ST JusumasTuoR J03J AJTTTqrsucdsex Teuosiad

(ueTTelToqrT) ¥ JUTOAMSTA

g N ¥ SINIOIMATA HLIM @IIVIDOSSY ATIVOTJAL SSEANLLLIY 1 TIEVL

Lyrrenby

UIsouo) TeTo0S

ArrTqrsuodssy TeuosIod



PURE SYSTEMS AND THEIR PROBLEMS

A simple view of these two systems would run something like this: (a)
in a private system, access is detemmined by willingness and ability to
pay, and producers are kept responsive to consumers’ demands by the profit
motive, and things are held in balance by price adjustments in competitive
markets; whilst (b) in a public system access is detemmined by need, to
which producers are kept responsive by the humanitarian motive, and things
are held in balance by quantity rationing based on a socially approved
system of rules. A rather more complex specification of the
characteristics of each such idealised health care system is given in Tabie

II, which is taken from Maynard and Williams (1984).

The basic weakness of the idealised view of both of these systems is
the peculiar “"agency" role which doctors play in all health care systems.
The essence of this problem is that the “consumers" rely on doctors to act
as their agents, in a system which ostensibly works on the principle that
the doctor’s role is to give the patient all the information the patient
needs in order to enable the patient to make a decision, and the doctor
should then implement that decision once the patient has made it. I am
sure that the reader would find the above statement closer to his or her
own experience if the postulated roles of patient and doctor were
interchanged, so that the sentence would then read "the patient’s role is
to give the doctor all the information the doctor needs in order to enable
the doctor to make a decision, and the patient should then implement that

decision once the doctor has made it".

Once the doctors are acknowledged not to be "perfect agents", but,

through the exercise of "clinical freedom", may be pursuing interests other
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than those of the patient in front of them (Williams, 1984), then each
system manifests a characteristic bias. Private systems tend to
"oversupply" health care in areas of practice where doctors have plenty of
discretionary power and where it is advantageous to them to do so, and
public systems tend to "undersupply" health care procedures where doctors
have plenty of discretionary power and where it is advantageous for them to
do so. More specifically, in Table III the implications for each of the
points made in Table II are set out in more detail, permitting an item-by-
item comparison of the "actual" versus the "idealised" characteristics of

each system.

We then find ourselves in a paradoxical situation. The private
system, which generates strong incentives for cost-minimisation at the
micro level, faces a severe problem of cost-containment at macro level
because of its inability to control quantities supplied. Conversely, a tax
financed public with prospective budget limits has no problems over cost-
containment at macro-level, but severe problems in generating cost-
consciousness at micro-level, due to the absence of appropriate low level
financial incentives. It is, therefore, hardly surprising that a solution
is sought in a mixed system which might hopefully cambine the best of each

"pure" system.

MIXED SYSTEMS AND THEIR PROBLEMS

In principle there are several different ways in which systems may be
"'mixed". One could have a single system with "mixed" motives. Or one
could have two pure systems operating independently side by side serving

the same community, with neither playing a dominant role. Or one could
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have one system dominant, and the other playing a deliberately

circumscribed role.

In a single system with mixed motives, there would be some areas of
health care provision in which "need" was the only acceptable way of
ordering priorities, and others in which "willingness-and-ability-to-pay"
was the only acceptable way. For instance, access to all hospital
treatment might be determined by need, but access to all primary care by
willingness and ability to pay (or vice-versa). The problem with this sort
of solution is that there is no clear line to be drawn between the two
(people resort to casualty departments of hospitals in the absence of
suitable primary care), and primary care usually acts as a first-line-of-
investigation and as a "filter" for access to hospital care, so it is
difficult to run each on a different principle and emerge with an overall
system which makes sense. The same applies if one tries to separate
"amenity” aspects of care (e.g. the "hotel" aspects of hospital care) from
the "clinical" aspects (e.g. the nature of the operation or the drugs
used). Clearly nursing care is partly clinical, partly "amenity", so
levels and type of nursing attention could be counted either way at the
margin. Such a unified but dual-principle system would also have to decide
whether waiting time was a matter of clinical priorities (and therefore the
same for everybody) or of amenity (so that those willing and able to pay
should get the dates/times for treatment that suit them best). Trying to
cope with these conflicts within a single organisation would seem to be

rather a horrific task.
This brings us to the type of mix which consists of two freely
competing independent systems operating alongside each other. A critical

issue here will be whether everyone has to contribute to the costs of the
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public system, whether they use it or not, and the scale on which the
public system is financed. Generally the better off people will opt out of
the public system, unless its standards are higher than those of the
private system, so the outcome depends on how good the public system is.
If doctors can make more money in the private than in the public systems,
they will be drawn in that direction, and may even have an incentive not to
have the public system perform too well in the areas where private practice
is lucrative. The same incentive applies to the consumers in the private
system, especially if the richer people are forced to contribute to the
public system, since they will wish to have their public system
contributions kept to a minimum (by keeping standards low) if they do not
intend to use the public system anyway. It is, therefore, hard to see how
two such different systems could operate side-by-side on anything like

equal terms without leaving all parties feeling samewhat disgruntled.

Perhaps this is why most actual systems gravitate towards becoming
mixed systems of the third type, within which one system predominates, and
the other is permitted a minor, carefully circumscribed, role. Thus
predominantly private systems moderate the ruthlessness of the "if kyou
can’t pay, you can’t have" rule by organising a small public system to take
care of the poorer people (including the "medically indigent", i.e. those
who have run out of privately-insured entitlement and have no other
financial resources to draw on). Such public systems are usually inferior
in standards to the dominant private system (for if they were not, who
would use the private system?). Conversely, a predominantly public system
will moderate the ruthlessness of the "if you don’t need, you can’t have"
rule by permitting a small private system to take care of the richer people
(and any non-citizens who may have no entitlement to access to the public
system). Such private systems may be better or worse clinically than the

public system, but they will certainly offer standards of convenience and
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amenity in excess of those offered by the public system (otherwise who
would use the private system?). Both of these mixed systems could be
viewed as represehting an acknowledgement that the "dominant" ideology is
not held by everyone in that society, and that the views of the minority

must be respected and catered for, though only to a limited extent.
POLICY MAKING AND APPRATSAL

As has been stressed earlier, each system has its own characteristic
ideology, and this generates an equally distinctive culture. In the
private sector the "culture" is that of accounting and business management,
the appraisal techniques are based on financial analysis and control, and
organisational forms reflect the varying strengths and nature of the profit
motive, as moderated by insurance markets. In the public sector the
culture is that of economics and politics, the appraisal techniques based
on cost-benefit analysis, and the organisational forms turn on varying
patterns of centralisation or decentralisation within a (quasi)
governmental framework. The private system will be held to be successful
if it is profitable (but not too profitable?) and if it meets the varied
demands of those with the most purchasing power. The public system will be
held to be successful if it meets the needs of the sick at low cost
(without too great a tax burden?). This brings us back to the paradox
about cost-containment and efficiency mentioned earlier, and poses the
question whether there is not some mixed organisational form which would

enable each (pure) system to meet its objectives better.
Thus in the private systems there are attempts to develop better
insurance mechanisms to help the (poor) needy by wider risk spreading, and

to change the nature of the reimbursement mechanisms to give doctors an
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incentive not to intervene "excessively" (Enthoven, 1985). Conversely, in
the public systems there is an attempt to introduce more decentralised
budgeting systems which give clinicians a strong incentive to minimise
costs and direct the resources under their (effective if not nominal)
control towards those activities which improve people’s health most per
unit of resource used (Williams, 1985). 1In this sense one can see an

organisational "convergence" between the two systems which does not

necessarily reflect any ideological" convergence.

My own view is that Donabedian was right to polarise the ideological
differences between libertarians and egalitarians, and to emphasise the
differences in view about priorities which such ideological differences
generate. Each of us must decide for ourselves where we stand in that
particular configuration of attitudes, and be honest with ourselves and
with others about it. In case it is not already obvious from what I have
already written in this paper, I feel quite strongly egalitarian, and would
aim to make the public system stronger and the private system weaker, in
any commnity on which I depended for health care. But I also recognise
the need, in a democratic country, to respect the ideological position of a
minority, provided it is not actually subversive. The trouble with private
systems, in my view, is that they become "subversive" if pemmitted to play
a significant role in a mixed system, because public systems rely on strong
feelings of social solidarity (the rich must help the poor, the healthy the
sick, the wise the foolish, the well-informed the ignorant, and so on),
whereas private systems exist precisely to enable the rich, healthy, wise
and well-informed to "opt out" and look after themselves. Thus there is a
dilemma for muddle-headed people like me in deciding how far such tolerance

can go.
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It is not my role here to persuade you to adopt my view, but merely to
identify the ideological dilemma as acutely as possible. Although I think

that each system has something to learn from the other managerially, in the

end each has to be judged according to its own lights, i.e. according to
its own ideology. If we can make changes which rate well from both
standpoints, well and good, but I observe that many supposed "improvements"
in "efficiency" contain implications for priority setting in health care
which seem to me to have a quite strong (though implicit) ideological
component, and which I would therefore feel bound to reject because of
their distributional implications. It is no solution to say to an
egalitarian like me that the public system would be better if it adopted
the priorities of the private system, and I would not expect to convince a
libertarian that the private system would be better if it became more
egalitarian (though that is what I believe). So, when appraising policy
proposals for improving each respective system, let us state clearly
whether our judgements flow from a basically libertarian or egalitarian

stance.
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