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T he market! The market is the elephant. For 
some, the marketplace is the solution to what 
ails the health system. For others, the market 

is the source of many, if not most, of health care's 
ills. Everyone should therefore come to the table-
to discuss the elephant—to get a better sense of 
"the virtues and limits of markets.Vi Critical 
reflection on the role of the market in the health 
care sector has important ramifications for health 
care professionals, health care organizations, 
health policy, and patients and communities. 
Thus, we should begin by identifying: 

• The various levels of concern in situations 
where market mindsets .md strategies are perceived 
to clash with health care values ^nd objectives 

• The sources of moral distress about the 
health care environment with a view to under­
standing the appropriate role of "the market" in 
health care (to get to the deeper structure below 
market practice) 

MARKET CONCERNS 
Various levels of concern exist where market 
mindsets and strategies are perceived to clash 
with health care values and objectives. Some con­
cerns appear to be primarily directed at the aber­
rant behavior of "rogue" individuals; others are 
directed at health care organizations' use of mar­
ket strategies that impede health care objectives. 
At the system level, considerable dissatisfaction 
with various features of managed care exists. 
These concerns may or may nor reflect a funda­
mental fear that a market mindset is driving 
health care. 

Individual Behavior Some complaints appear to be 
directed at individual behavior—the physician sell­
ing health-related products out of the office; the 
researcher who owns stock in the company fund 
ing the experimental protocol; the materials man­
agement director who accepts a vendor's invita­
tion to travel abroad to "Inspect" .\n MRI. 
Criticism of such individual behavior might be 
simply a caution to avoid conflict of interest or 

excessive entrepreneurialism. It may not signal 
deeper concerns about a growing market ethos in 
the health care sector. 
Organizational Behavior Staff, employees, and the 
public take aim at the behavior of health care 
organizations, suggesting that market values of 
efficiency, productivity, and margin drive them 
more than values of patient care and community 
well-being. Caregivers contend, for example, that 
efficiency measures result in a lack of sufficient 
time or resources to provide adequate care. They 
complain about overaggressive utilization review 
and discharge planning. Employees question 
budget priorities that reduce Staff development 
and benefits. They resent downsizing strategies 
that leave them short staffed and demoralized. 
Communities and patients are troubled by health 
care organizations that adopt certain market 
behaviors—expensive advertising campaigns, 
overly generous Incentive compensation, and 
large severance packages for executives. 
Physicians chafe at economic profiling and mea­
sures that encroach on their professional discre­
tion, such as group purchasing, formulary deci­
sions, and preauthorization requirements. 
Categorizing these concerns is not easy because 
many of these same critics do not favor legislative 
or regulatory solutions to cost and access issues, 
recommending instead that they be "left to the 
market." 

System Behavior No one seems to be pleased with 
the current health care system, which is increas­
ingly a form of managed care. In the early 1990s 
a groundswell of support for health care reform 
(envisioned as "managed competition") took 
shape. That effort's momentum subsided for a 
number of reasons, but prominent among them 
was the fact that the Clinton plan was perceived 
as involving too much government. Opponents 
portrayed the complex proposal as entailing too 
much government interference and regulation 
and limitation of the public's choice of providers. 
Congress, following what appeared to be the 
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public mood, decided to "leave it to the market." 
Yet market forces, which pursue efficiency and 
productivity, have imposed a kind of "private reg­
ulation" that Americans have found onerous. 
We've learned the harsh lesson that market disci 
pline can be every bit as intrusive as government 
regulation. The Patients' Rill of Rights, which is 
basically an attempt to counteract the market 
inclination of capitated health plans to underpro-
vide sen ices, is ironic testimony to a public 
ambivalence (and perhaps ignorance) about the 
market. Current experience with managed care 
can teach many lessons, among them that greater 
marketization can compound difficulties and also 
that maintaining the status quo in health care is 
not possible. Economic discipline and limits are 
necessary—a very hard sell in light ofthe 
American belief that "We can have it all." 

FRAMEWORK FOR DISCUSSION 
Discussion ot the appropriate role ofthe market 
in health care should entail an analysis of both 
market theory, particularly as it pertains to the 
health care sector, and the values and beliefs 
underpinning the health care profession. Even 
though neither the pure market nor the ideal 
health professional exist, understanding the 
underlying ethos of these paradigms is important. 
Clarity about the nature ofthe market and health 
care is necessary for the effective blending of their 
values and strategies. 

MARKET THEORY 
The United States is generally understood to 
have a market economy in that we depend pri­
marily on market forces to address the three 
dimensions ofthe "economic problem": 

• What society will produce 
• How it will be produced 
• To whom society will distribute the benefits 

of production 
.Market theory stipulates that these economic 

decisions should be left to the free play of self-
regulating market forces, maintaining that, 
because everyone follows his or her own self-
interest, and because competition keeps individu­
als from taking advantage of one another, society 
as a whole will benefit. Wages, which the theory 
regards as reflecting workers' contributions, arc 
mainly determined by the interplay ofthe supply 
of, and demand for, labor. 

Market theory divides society into two realms 
of authority: economic and political. The pro­
cesses of production and distribution are relegat 
ed to the economic realm. In the political realm, 
government's role is restricted to providing for 

the national defense, ensuring domestic law and 
order, and undertaking public works such as edu­
cation. Public works, because they are unprof­
itable, are unattractive to private enterprise. The 
market's guiding principle is laissez-faire —nonin­
terference by the state in economic matters.* The 
market's end is wealth accumulation. Production, 
according to market theory, is held accountable 
to a single outcome-profitability. 

In accounting for exchange only among individ­
uals, market theory lacks the notions of communi­
ty and social well-being. It claims that market 
exchange results in the most efficient distribution 
of goods and services; equitable distribution is nor 
a concern. Indeed, ec]uity is not even a category in 
market theory. According to market theory, any 
extra-market intervention to achieve equity by def­
inition comes at the expense of efficiency. 

What market theory does not acknowledge 
in its solution to the economic problem of 
what to produce, how to produce it, and how 
to distribute the benefits of production is that 
each of those dimensions ofthe problem is 
value laden. Each has, for instance, a justice 
dimension. Do we 
produce goods 
that meet basic 
human needs, or 
luxury goods? 
How we pro­
duce—w hat crite­
ria the market uses, what job assignments it 
makes—results in a more or less just division of 
labor. The distribution question of who shares 
in the fruits of production is patently a matter 
of justice. The market, prizing as it does effi­
ciency, profitability, and competition, takes no 
account of these moral issues, which are 
entirely outside its purview. The market can­
not address these issues because it does not 
recognize them. This fact should help us real­
ize that the market cannot be genuinely 
reformed by market tactics.-In fact, as 
economist Charles Clark has noted, the market 
is a non-solution to the "economic problem," 
leaving pursuit ofthe solution to self interest­
ed individuals tempered by competition. 
Forgotten is the part of Adam Smith's thesis' 
that insists the competitive market is only 
capable of converting private vices (e.g., self­
ishness) into public virtues (e.g., maximum 
production) because the competitive system 
works within an appropriate legal, institution 
al, and social framework. 

Examination of some key assumptions of mar­
ket theory— that markets balance and clear, that 

"Some market enthusiasts, tor 
instance, support proposals 
to shirt Medicare from a gov­
ernment regulated program 
to a voucher program allow -
ing ^c l̂(lr^ to purchase a plan 
of their own choosing from 
.uiiniig those offered in the 
market Overlooked is the 
fact that Medicare was passed 
because the market, not find­
ing it profitable, did not 
insure the elderly. 

Clarity about the nature of the market 

and health care Is necessary for the 

effective blending of their values and 

strategies. 

Smith was a moral phi 

losophcr who considered 

"Moral Sentiment'-."' 

which he revised main 

times, to be his major 

work, 
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price is the only signal that coordinates behavior, 
and that people know their self-interest and can 
and do act only in their self-interest—should drive 
home the fact that markets are more theory than 
reality. Indeed, the market in its pure form does 
riot exist. 

THE MIXED ECONOMY 
The United States has a mixed economy that 
relies on extra-market ways of "humanizing" the 
market. We have a mixed system for coordinating 
production and distribution of virtually all goods 
and services. In the United States, the market is 
embedded in an infrastructure of laws, regula­
tions, and extra-market norms, which provide the 
necessary conditions for the market's effective­
ness. Markets depend on societal norms of hon­
esty and trustworthiness, without which they 
would not work. The U.S. health care market has 
numerous extra-market dimensions: private orga­
nizations such as JCAHO, professional associa­
tions and their codes of ethics, and government 
regulations that curb the opportunism that a pure 
market ethos would unleash in health care. 

To get at what is troubling those who resist the 
entrepreneurial and market strains of health care, 
to uncover what is truly at stake in this controver­
sy about the market and market tactics, one needs 
to examine foundational issues of human behav­
ior and relations. One needs to uncover the dis­
sonance between the world views of the market 
and the health care profession. 

MARKET PHILOSOPHY 
Market theory describes human beings as acting 
only in a rational, calculating mode. The market 
model rests on the conviction that persons act in 
their self interest, that their primary objective is 
their own material advancement, and that such 
behavior in the aggregate is a boon to all. Market 
theory reduces life to a series of markets in Which 
virtually anything can be for sale. In the market 
all goods and services, including health care, are 
fungible products that can be bought and sold. 
Nothing has intrinsic value. All market relations 
are merely individual transactions in which buyer 
and seller meet in a "spot market" to exchange 
what one wants and the other has—for a price 
determined by market forces. Market theory does 
not question the vastly different endowments 
that people bring to the market. For the market. 
"equity" means fair and free trade of existing 
resources and property rights. Equitable distribu­
tion is not a market category; therefore 39.3 mil­
lion uninsured are not a market shortcoming. No 
moral sentiment (apologies to Adam Smith) in 

market exchange and no notion of community 
and the common good exist in market theory. Its 
prized value, economic freedom of the individual, 
is evident in its mantra: "If everyone takes care of 
herself or himself, even one will be taken care of." 

CLAIMS OF THE HEALTH CARE PROFESSION 
Medicine (and by extension health care) has histor­
ically been regarded as a profession par excellence, 
along with ministry and the law. Professionals in 
this classical sense have a noble calling. The most 
intimate details of their fellow humans' lives are 
entrusted to their care and competence. A pro­
found respect for this awesome responsibility is 
reflected in the fiduciary ethic that is supposed to 
characterize these professions.'The professional 
ethos assumes a view of persons as relational and 
caring and a realm of human life far more signifi­
cant and intimate than the market can accommo­
date. What is sought—diminution of illness, 
restoration of health—pertains to one's very per­
son. Health and health care are aspects of human 
well-being, important to human flourishing and 
valued beyond price. The profession has tradition­
ally had the notion of a calling, a quasi-religious 
commitment. The professional encounter is far 
more than a commercial exchange. Carcgiver-
patient relationships are essentially healing encoun­
ters, covenantial relationships, demanding the 
highest professional and ethical commitment. The 
ethos of health care is not one of self-interest. 
Indeed, the interests of patients and community 
are supposed to take priority over even the legiti­
mate interests of their caregivers. The healer 
should be a relational, altruistic person, character­
istics that have no category in market terms. The 
healer's service is essential to individual and com­
munity well-being, a constitutive element of the 
common good. Health care has both an individual 
and a community focus reflecting the social nature 
and interdependence of persons-alien concepts 
from a market perspective. 

THE CRUX OF THE PROBLEM 
The public may accept that the market is not 
equipped to equitably distribute DVD players. 
They are more likely to regard the inability of the 
market to effect just distribution as a significant 
shortcoming when it comes to health services 
because social welfare is measured by fairness .is 
Well as efficiency. By definition, a competitive 
market cannot optimize social welfare. This fact is 
not lost on the more than 39.3 million uninsured 
Americans. Even among the insured, access to 
quality, beneficial health care (e.g., prescription 
drugs) is highly uneven. 
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Free market forces cannot result in the just dis 
tribution of quality health services. Competitive 
markets will not necessarily be superior to regu­
lated markets. The opinion that markets are effi­
cient and therefore good, and that government 
involvement or other extra-market intervention is 
inefficient and not good is not realistic. This 
point is important now, when esteem for govern­
ment and all forms of regulation is on the decline 
and market solutions are proposed in new arenas 
such as education, prisons, and social services.4 

One can maintain, as does Robert Kuttner, that 
"a capitalist system is a superior form of economic 
organization, but even in a market economy there 
aa realms of human life where markets are imper­
fect, inappropriate, or unattainable. Many forms of 
human behavior cannot be reduced to the market 
model of man.""We have to recognize that the 
market can do only some things well. 

Concern about the market, or as it is some­
times expressed, fear that "business decisions" 
are driving health care, is a concern that the 
health care profession is being governed merely 
by the business criteria of productivity and effi­
ciency, and that managers and even some profes 
sionals are acting as if profit is the primary goal. 
The uneasiness felt about the increasing role of 
the market in health care is a critique of the view 
that "good business" adheres only to market cri­
teria and is blind to justice .\\u\ the common 
good. This concern is not a criticism of good 
managers or sound management, including 
financial management.' Rather, it takes issue with 
the Milton Friedman view that the only social 
responsibility of business is to produce wealth 
for the shareholders. Indeed, that view is not the 
majority view in the business world. 

Daniel Yankelovich puts it this way: "Health 
care is facing a double bottom line—one of con­
ventional market values and the other of'civil 
society values.1 Health care is seen as a semi-
sacred right and not as a traditional good. 
Reconciling the dissonance between free market 
practices and the public's values in terms of 
health care will be difficult.''7 

Financial management in all sectors, but espe­
cially health care, is a careful art of achieving eco­
nomic discipline in a way that promotes human 
flourishing. Thoughtful discernment around mar­
ket strategies is necessary so as not to undermine 
either the integrity of professionals or the ends of 
health care. 

VALUE DRIVERS IN THE NEW ECONOMY: INTANGIBLES 
Financial personnel, charged with achieving eco­
nomic discipline, are now able to bring some 

Financial management In all sectors, but 

especially health care, Is a careful art of 

achieving economic dsclpline In a way 

that promotes human flourishing. 

breakthrough concepts and fledgling tools to the 
management table. The economic theory under­
lying these new approaches reinforces concern 
about undue reliance on current management 
and accounting techniques MU\ suggests a way to 
accommodate those concerns. 

Arthur Andersen is just one of the major 
accounting firms working to develop more 
appropriate eco­
nomic models. They 
contend that cut-
rent management 
and accounting 
rules are inadequate 
in the new knowl­
edge-based economy because they overemphasize 
finances and physical assets and do not take into 
account intangible assets. Because those inade­
quate management and accounting rules shape an 
organization's values, attitudes, beliefs, and per­
formance, they distort organizations' allocation 
of time and money. 

Arthur Andersen's research and new economic 
model are explained in a recent book."The fifth 
chapter, "Businesses are their Assets, All their 
Assets," begins with this quote from Albert 
Einstein, "Sometimes what counts can't be 
counted MK\ what can be counted doesn't 
count." The authors observe that managers usu­
ally know a great deal about their organizations' 
investments in physical and financial assets but 
lack information and insight about other sources 
of values that fall outside the existing financial 
reporting system. They find the traditional finan­
cial reporting framework of balance sheet, 
income statement, and cash flow statement lack­
ing because it leaves out most of the value created 
by intangible assets. 

"This shortcoming affects the flow of 
information for decision-making by man­
agement ,\\K\ a company's stakeholders. 
Even worse, the balance sheet and income 
statement unwittingly pit human values 
against economic value. The income state­
ment categorizes as "expenses" many of 
the most significant sources of value—peo­
ple, tor example—and overlooks much oi' 
the value derived from customer relation­
ships and information." 

Arthur Andersen's Value Dynamics framework 
(see p. 46) is m attempt to identify and classify 
intangible as well as tangible assets, making it pos­
sible for managers to better identify and leverage 
all the assets essential to success in the new econo-
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my. The new economic models that stress the 
importance of intangibles, among them people, 
were developed in response to the realization that 
intangible assets are the primary drivers of"value 
(i.e., wealth) in the new economy. These models 
are promoted as necessary tor business success, 
not because of any expressed conviction about the 
intrinsic value of the person, but because they 
drive value (i.e., wealth). Nevertheless, they arc 
welcome theories and tools in the hands of health 
care managers who do believe in the importance 
of people as people M^\ who can use them to 
more adequately integrate the important steward­
ship function in health care sen ices. 

The tension between the market and the pro­
fessional paradigms in health care is not a battle 
between health finance personnel who are con­
cerned only about money and caregivers who care 
only about the health Mid well-being of people. It 
is not a statement about the irrelevance of health 
care costs in the face of more important human 
realities. I believe that the tension is an unex­
pressed realization that the philosophical under­
pinnings of the market and those of health care 
are incompatible, and that the uncritical applica­
tion of market tactics in the health care sector 
jeopardizes the verj essence and purpose of that 
important realm of human activity. 

The tension is, in one sense, inevitable because 
health care is carried out within two frameworks: 
a moral framework set by the nature of the per­
son fully understood and an economic framework 
shaped by the market with a different anthropol­
ogy. The social teaching of the Catholic Church 
offers, in broad strokes, insight into the resolu­

tion of this problem when it insists that the econ­
omy and production are for the good of the per­
son and the community—not the other way 
around. Economist Robert Hcilbroner has put it 
this way: "the market is a good servant, but a ter­
rible master " • 
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PATIENT ADVOCACY 
Patient advocates are people who must 
not lose sight of the patient and the fam­
ily despite the herd of elephants stam­
peding through the halls of our organiza­
tions. We struggle on a daily basis to bal­
ance potentially conflicting missions. 
Despite these distractions, we need to 
stay focused on the patient and gently 
remind coworkers why they chose their 
noble professions. Health care providers 
are simply honored guests in the lives of 
patients and their families, and as such 
they must earn patients' respect. 

We advocates act as liaison among 
patients, staff, and physicians. Our job is 

BY JULIE ANDREWS 

to recognize and remove institutional 
barriers in order to provide high-quality 
care. Our goal is to help patients and 
family members push the envelope: to 
question care decisions, be included in 
care delivery, and challenge bureaucrat­
ic rules. 

As we make our daily rounds, we look 
for people in trouble. We look for unat­
tended elders left in the emergency 
department by nursing homes, unattend­
ed children, repeat admissions, patients 
with sickle cell anemia, and patients who 
are dying. We look for those with cultur­
al and language barriers, those with poor 

prognoses, and those with a history of 
noncompliance. Most often overlooked 
are the quiet elders. When I ask a typi­
cal quiet elder how he is, he says, "How 
are you, my dear?" They are silent peo­
ple who may be in trouble. 

We ask everyone to be on the alert 
for high-risk patients, to be an advocate, 
and to question the ethics of all our 
actions. As patient advocates, our goal 
is to work toward our redundancy. We 
ask everyone to have the courage of 
their convictions, such as advocating on 
behalf of a patient being discharged pre­
maturely. When a patient's rights are 

28 SEPTEMBER - OCTOBER 2 0 0 1 HEALTH PROGRESS 



JOURNAL OF THE CATHOLIC HEALTH ASSOCIATION OF THE UNITED STATES                        www.chausa.org

HEALTH PROGRESS
Reprinted from Health Progress, September-October 2001

Copyright © 2001 by The Catholic Health Association of the United States

®




