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l. Introduction

The practice of psychiatry—along with
the rest of medicine—is undergoing a
transformation driven primarily by efforts
to control rising health care costs. It ap-
pears that we are in the midst of a revo-
lution that is dramatically altering tradi-
tional patterns of practice and recasting
professional institutions to face the new
economic realities. These changes have
created a crisis for psychiatry. Histori-
cally, the profession has been free to es-
tablish patterns of practice, institutions,
and ethical traditions that have been in
harmony, dedicated to the welfare of pa-
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tients. Customs of practice have been
crafted to encourage patients to seek
health care and to trust their doctors: and
psychiatrists have aspired to provide op-
timal health care and to promote their
patients’ best interests. In recent years,
cost containment measures—including
various forms of “managed care”’—have
threatened the independent moral values
of the profession. Psychiatrists often feel
that some techniques of managed care
require them to discourage patients from
obtaining needed services." Moreover,
some managed care practices have placed
psychiatrists’ financial interests at odds
with patients’ medical interests, thus
jeopardizing the doctor-patient relation-
ship.**

The methods of cost containment em-
ployed by insurers and managed care
companies are rapidly evolving. The
daunting pace of change has made it dif-
ficult for professional groups to formulate
and articulate responses to the moving
target of objectionable managed care
practices. It is no surprise that many cli-
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nicians who are buffeted by these prac-
tices feel at sea and abandoned.

This document aims to develop a
framework for ameliorating the problems
raised by managed care and emerging
health care systems. First, we list the core
principles of psychiatric practice: those
highly-valued principles that must be pre-
served under the new systems of health
care organization and financing, whatever
form they may ultimately take. These
principles can be applied to specific con-
texts prevalent under managed care today
and to new circumstances, contracts, and
economic arrangements as they arise.
Second, we consider the challenges to
these principles raised by managed care
and health care reform. We aim to encap-
sulate the problems, not to review ex-
haustively all cases. In the third section,
we provide guidance to psychiatrists fac-
ing current dilemmas raised by managed
care practices. In the fourth section, we
discuss the ethics of allocating health care
under conditions of constrained re-
sources.

In a related document, we discuss man-
aged care and cost containment at the
level of systems of health care delivery.
In order for psychiatrists to be able to
practice in an ethical fashion, health care
delivery systems must be structured to
accommodate professional values. We
suggest legislative aims and methods that
may be considered as responses to exist-
ing problems and as efforts to improve
the future functioning of the health care
system.

Our hope is that these documents will
serve two goals. First, our aim is to help
orient practicing psychiatrists who are
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facing the challenge of practicing sound
medicine while contending with the eco-
nomic and organizational whirlwind of
change. Second. we seek to help set an
agenda for policy makers at national,
state, and local levels.

Il. Principles of Psychiatric
Practice

There are four crucial principles, re-
lated to the psychiatrist-patient relation-
ship and patient care that must be pre-
served in evolving health care systems.
These principles are founded on the eth-
ical precepts of medicine.”

A. Fiduciary Obligation to Patients

The fiduciary relationship, under which
psychiatrists are obligated to act in the
best interests of their patients, is essential
to good practice. Under the best of cir-
cumstances, lay persons do not have the
specialized knowledge necessary to deter-
mine how the process of diagnosis and
treatment should unfold; this is why they
seek professional help. Moreover. pa-
tients are sick, in distress, and the sick
role leads to feelings of dependency. And
some patients have significant cognitive
impairments that lead them to be poor
decision makers, even when guided by a
professional. Thus, for a variety of rea-
sons, many patients are not able or dis-
posed to act as though they are in arms-
length, contractual relationships with
their psychiatrists. Patients expect psychi-
atrists to act in their best interests without
being explicitly directed to do so, and
must be able to rely on this expectation in
the future if the integrity of the health
care system is to be maintained. A recent
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AMA report described the importance of
the fiduciary relationship well:

No other party in the health care system is
charged with the responsibility of advocating
for patients, and no other party can reasonably
be expected to assume the responsibility con-
scientiously. Physicians care for patients di-
rectly, are in the best position to know patients’
interests, and can advocate within the health
care system for patients’ needs. Without the
commitment that physicians place patients’ in-
terests first and be agents for their patients
alone, there is no assurance that the patient’s
health and well-being will be protected.®

The fiduciary relationship is the foun-
dation of the doctor-patient relationship
and must be preserved. Purely contractual
arrangements among doctors, patients,
and managed care entities cannot be al-
lowed to supplant the fiduciary element
of the doctor-patient relationship.

B. Patient Participation in Health Care
Decisions

The autonomy of patients to determine
the course and type of their health care is
a fundamental tenet of contemporary
medical ethics. In most instances, patients
are the ultimate authority for health care
decisions. Patient choice is especially im-
portant in two areas: the selection of psy-
chiatrists and decisions about psychiatric
services.

Patients should be able to select their
psychiatrists freely, within the limits of
availability. Patient choice of their psy-
chiatrist is desirable because doctors vary
widely in their interpersonal style, predis-
position to particular methods of treat-
ment, aversion to risk, and the discussion
and advice they dispense. The selection
of a psychiatrist may be particularly im-
portant to the success of psychotherapy.
In order to achieve the best fit between

patient and psychiatrist and to maximize
patients’ trust of their psychiatrists, it is
necessary to preserve patient choice.

Moreover, patients must have the free-
dom to choose psychiatrists as specialists
to deliver their care when they belicve
this would be likely to maximize their
health or to minimize their risks.

Individuals have differing treatment
goals and bring highly personal values to
decision making about psychiatric care.
In order to exercise their autonomy in a
meaningful way, patients must be able to
rely on psychiatrists to provide relevant
information about their care. Psychia-
trists’ duty to inform patients fosters the
trust necessary to the doctor-patient rela-
tionship. The likelihood that treatment
outcomes will fit patients’ expectations is
optimal when they are fully informed and
involved in decision making.

Patient participation in making health
care decisions is especially important
when allocation decisions are being
made. Whether health care is an entitle-
ment established through the political
process or a service purchased under in-
surance contracts, patients or citizens col-
lectively have an interest in the just dis-
tribution of health care resources.

C. Access to Psychiatric Care

Patients should be secure in knowing
that psychiatric care is available to them.
The importance of access to psychiatric
care is self-evident. All patients must
have access to appropriate psychiatric
services.”

In addition, patients must have reason-
able assurances that their psychiatrists
will continue to provide needed services.
Continuity of care is necessary for the
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treatment of many conditions. Moreover,
for many psychiatric patients, the rela-
tionships they form with their treating
psychiatrists are crucial to therapeutic ef-
ficacy. Unnecessary disruption of the
therapeutic relationship must be avoided.
Patients will be discouraged from seeking
care if they are uncertain that the invest-
ments they make in treatment relation-
ships will be respected.
D. Quality of Care

It is the responsibility of the psychiatric
profession to ensure that practitioners are
competent and to set the standards of
care. The practice of psychiatry requires
specialized knowledge and training out-
side the expertise of laypeople. Moreover,
psychiatrists abide by moral and ethical
principles that serve the therapeutic mis-
sion. Psychiatric practice is constantly
changing, constantly improving. Judg-
ments about the quality of care can only
be made by psychiatrists, who are trained
to evaluate research and to implement
advanced treatments. Patients cannot be
expected to have this expertise or to be
able to bargain effectively with health
care systems about appropriate care. Pa-
tients must rely on psychiatrists, ethically
bound to act in their best interests, to
establish standards and to provide com-
petent care. Of course, there is a legiti-
mate oversight role to be played by
courts, consumer groups, and governmen-
tal agencies to ensure that professional
norms are implemented. But psychiatrists
must be the arbiters of professional com-
petence and standards of care.

These principles have acted in concert
to maintain the integrity of medical care.
As the structure of health care delivery

Hoge

continues to evolve, they must be pre-
served. In this document, the responsibil-
ities of individual psychiatrists under
managed care arrangements are dis-
cussed. A related document addresses the
issue of structuring health care systems to
allow these principles to be observed.

lil. Problems Raised by
Managed Care

In order to gain the necessary perspec-
tive on managed care, one must begin by
considering the operation of the health
care system prior to the introduction of
aggressive cost containment measures.

Historically, the quality of care has
been regulated by the medical profession.
The competence of physicians has been
regulated by professional groups, medical
licensure boards, and, in hospitals, by
medical staff judgments. As a backstop.
the tort system—in the form of malprac-
tice suits-—has a regulatory effect on phy-
sician conduct. Even in the legal system,
definition of professional standards has
remained the province of physicians tes-
tifying as experts. Thus, determinations
of standards of practice and competence
have remained firmly in the hands of phy-
sicians.

Before medical insurance became
widely available in the 1950s, patients
made individualized decisions about the
value of treatment. This meant that a
given patient had to weigh factors such as
the degree of distress suffered and the
consequences of forgoing treatment
against the costs of medical services.
Concerns about costs or competing finan-
cial demands would lead patients to
choose less expensive—and perhaps less
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effective—options; for example, patients
might choose to forego costly diagnostic
evaluations or they might choose to make
fewer visits to their doctor. In this era,
costs were constrained by the resources of
patients. including competing demands
for these resources. The responsibility of
the physician to advocate for the most
effective course of treatment, while seek-
ing to maximize the health of their pa-
tients, was not complicated by the in-
volvement of third parties. Physicians and
health care systems often provided ser-
vices on a reduced or no payment basis.
However. physicians accepted the fact
that due to limited resources, it was not
possible to provide every patient with op-
timal care. Thus, standards of care—
which provide the referent for malprac-
tice actions—were sensitive to resource
considerations.?

Traditional indemnity insurance altered
this arrangement by insulating patients
from the costs of medical care. Insured
patients. therefore, did not need to weigh
the benefits of medical care against their
need for other, non-health-related goods
and services. Freed from feeling the eco-
nomic consequences. patients were likely
to choose the care most likely to optimize
their health. regardless of cost. Under tra-
ditional insurance schemes, physicians’
ethical responsibilities to advocate for the
health of their patients were unchal-
lenged. Moreover. patients were free to
choose their doctors, including special-
ists. Patients received information and ad-
vice from their physicians and were free
to determine the course of care. Ethical
and legal sanctions protected patients
from unreasonable termination of care.

During this period, physicians and the
legal system recognized standards of care
that were national in nature and. in hind-
sight it can be seen. insensitive to re-
source limitations.

The crucial flaw in traditional health
care insurance schemes—the one that has
contributed to escalating expendi-
tures—is that neither patients nor physi-
cians had any reason to consider costs.
Because third-party payers were respon-
sible for the bills, patients were free to
choose the most costly care, to seek re-
dundant diagnostic tests to achieve
greater diagnostic certainty, and to pursue
extraordinary treatments when routine
ones had failed. Physicians, aiming to
serve the best interests of their patients,
also were motivated to achieve diagnostic
certainty and to pursue any treatments
that offered prospects for helping them.
regardless of expense. While costly. the
practices prevalent under traditional in-
surance schemes did not threaten the doc-
tor-patient relationship.>®

In recent years, the traditional insur-
ance model is being replaced by various
forms of “managed care.” It should be
acknowledged that this is an early period
in the evolution of managed care struc-
tures. Therefore, it would be a mistake to
believe that managed care represents a
single approach to cost containment, or
that the methods and structure of man-
aged care will not change in the future.
Indeed, corporate and government efforts
to control health care costs are eclectic.
To date. the cost containment measures
that have emerged fall into two catego-
ries: (1) the regulation of physician judg-
ment; (2) the injection of cost consider-
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ations into clinical decision making. In
addition, health care is undergoing a fun-
damental move toward corporate control.
This latter development may ultimately
affect medical practices in a more perva-
sive way than cost control efforts per se.

The regulation of physician judgment
typically takes the form of utilization re-
view (UR). Managed care companies em-
ploy a variety of methods to scrutinize
physicians’ decisions to treat and hospi-
talize. These reviews may take place pro-
spectively, concurrently, or retrospec-
tively. Initial levels of review are often
performed by nonphysicians who have
the authority to approve payment for
treatment; denial of payment typically re-
quires a physician’s judgment that the
treatment is not ‘“‘medically necessary.”
The UR process may threaten the doctor-
patient relationship in several ways. First,
utilization reviewers are agents of man-
aged care entities, not of patients. There-
fore, the decisions they make may not be
in the best interests of patients; decisions
may be determined on fiscal rather than
competent medical grounds. Second,
treating physicians may regard UR deter-
minations as final and they may not dis-
cuss denials of coverage with their pa-
tients. When this occurs, patients may not
receive information about the basis of the
decision from their trusted doctors, and
they will be denied the opportunity to
appeal. Third, as a result of denial of
coverage, patients’ access to care may be
blocked.

Efforts to require physicians to con-
sider costs while guiding health care de-
cisions include Diagnosis Related
Groups, HMOs, and capitation plans.
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These schemes may place doctors in a
conflict of interest. If, for example, a pa-
tient needs expensive care that will ex-
ceed the fixed-cost payment, doctors may
be tempted to deny patients the best avail-
able care and not inform them of its avail-
ability. Contractual arrangements be-
tween managed care firms and physicians
may increase this risk by providing incen-
tives to deny care. These arrangements
also threaten the four principles listed
above. First, physicians may be tempted
to make decisions based on their own
financial interests rather than adhering to
requirements of the fiduciary relation-
ship; patients’ interests may be relegated
to secondary status. Second. patients may
not be informed about the basis for deci-
sions and will be deprived of the ability to
choose medical care that is not offered.
Third, access to needed treatment is de-
nied, often outside patients’ awareness.
Fourth, medical decision making may be
influenced by financial interests and,
therefore, may not conform to the stan-
dard of care.

The corporatization of medical care
also has implications for these principles.
The doctor-patient relationship is placed
at risk by increasingly important doctor-
managed care and patient-managed care
relationships. The arrangements among
doctors, patients, and corporations take
many forms and are rapidly evolving. In
some manifestations of corporate medi-
cine, corporate entities are taking increas-
ing responsibility for decisions about the
selection of physicians to participate in
health care plans, the availability of var-
ious medical services, and the allocation of
resources. In these corporate structures, the
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ability of doctors to shape health care deci-
sion making is being eroded. Other corpo-
rate structures place substantial control of
these decisions in the hands of physicians.
within the boundaries of an overall expen-
diture cap. Physicians are, in effect, incor-
porating the function often associated with
managed care: the allocation of medical
resources within economic constraints.
Physicians are called upon to determine
what kinds of services are to be provided
and which patients will receive—and which
patients will be denied— health care.

The potential legal and ethical conse-
quences of these developments have not
fully emerged. How is the principle of
fiduciary obligation to patients reconciled
with the new roles that physicians are
playing in the health care arena, specifi-
cally those that require physicians, in
some circumstances, to deny health care
to individuals based on economic
grounds? Are physicians who act as uti-
lization reviewers within managed care
companies serving a role that is incom-
patible with the ethics of medicine? Are
physicians who assume responsibility for
allocation and rationing decisions acting
contrary to ethical principles?

Physicians must also contend with the
specter of legal liability. The movement
to reduce medical expenditures has had
an inevitable impact on standards of care.
When costs are taken into consideration,
diagnostic testing and treatment services
are constrained. As a result, the margin of
safety in clinical practice is narrowed,
placing some patients at greater risk of
harm. Many psychiatrists are concerned
that courts that have grown insensitive to
resource limitations will continue to ap-

ply the more expansive standards of care
generated under the traditional insurance
system. And, even though many decisions
are actually made by managed care enti-
ties, it is feared that courts will find psy-
chiatrists responsible when adverse con-
sequences result. Indeed, it is now
generally accepted that managed care
companies’ decisions about coverage do
not preempt physicians’ traditional re-
sponsibilities to their patients. Must phy-
sicians, once they assume responsibility
for an individual, provide treatment and
other services indefinitely, even after the
insurance company has denied coverage?
If, as some have suggested, there is a duty
to appeal adverse managed care deci-
sions, must physicians continue to pro-
vide all necessary care during the appeal?
And how does the physician discharge the
duty to appeal? Must every appeal be
taken to the highest level in the insurance
company? Must appeals be taken into the
courts? Does the physician have the duty
to appeal continuously?

In the remaining sections of this docu-
ment, an attempt is made to reconcile
ethical principles with the responsibilities
of physicians in systems operating under
cost constraints. In addition, the respon-
sibilities of physicians under managed
care are defined and reasonable limits to
these responsibilities are offered.

IV. Responsibilities of
Psychiatrists under
Managed Care

In this section, we address the respon-
sibilities of psychiatrists under current
managed care practices and offer guid-
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ance based on the principles previously
identified. It is important to note that psy-
chiatrists’ responsibilities to their patients
will need to evolve as managed care
transforms psychiatric practice.

At this time, we can identify several
new responsibilities that are derived from
the principles of medical ethics and are
related to the principles enumerated
here.” These responsibilities have been
discussed in light of the few appellate
court decisions in this area.>*°~"'

For the most part, the responsibilities
proposed here are necessary because
many patients are unaware of managed
care practices—even though they may
have voluntarily entered into contractual
arrangements accepting them. Psychia-
trists and their patients need to remain
aware that managed care entities make
determinations about insurance coverage
and payment. Regardless of whether care
is covered, patients make decisions about
their health care. Many of the responsi-
bilities discussed below are intended to
facilitate patient participation in health
care decisions in light of the new man-
aged care realities.

A. Responsibility to Disclose

Because many patients are unaware of
managed care practices, psychiatrists
should discuss with their patients the fea-
tures that are important and relevant to
decision making or that may affect care.
There are several common features of
current managed care arrangements that
should be discussed.

At the Time of Evaluation. In many
cases, insurance policies cover only cer-
tain forms of psychiatric treatment. Psy-
chiatrists should inform patients of all
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treatment options, regardless of insurance
coverage. Patients may prefer a treatment
modality that is uncovered and choose to
pay for it out-of-pocket. Psychiatrists
must inform patients of all reasonable
options, even if one or more options will
not be covered by the insurer.

At the Outset of Treatment. Patients
should be aware of the incentives to their
physicians to limit care. As previously
discussed, these arrangements are prob-
lematic because they create the possibility
of a conflict between the treating psychi-
atrist’s financial interests and the pa-
tient’s interest in the best possible care.
To date, there is no evidence that patients
have been harmed by these incentives and
the AMA has refrained from condemning
the practice, opting instead to offer gen-
eral guidelines.® At this time, we recom-
mend that any existing incentive arrange-
ments be discussed openly with patients
at the beginning of the treatment relation-
ship. It is imperative that physicians
maintain the trust of their patients. The
future development of these arrangements
should be closely monitored by the pro-
fession.

Psychiatrists should also discuss with
patients managed care practices that may
have an effect on the course of treatment.
Unless informed, patients are likely to
assume that their insurance will pay for
treatment recommended by their psychi-
atrist, up to the policy limits. Patient
should be informed in the following ar-
eas:

1. Patients should be aware of the re-
view and monitoring required by the
managed care entity. Patients should be
aware that it will be necessary to disclose
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information to the managed care entity
for these purposes. Patients should be
made aware of the access of reviewers
and other insurance representatives to
their medical records.

2. Patients should know that payment
for treatment may be terminated under
managed care arrangements. Patients
should be informed of this possibility
prior to entering into psychiatric treat-
ments that may require a period of time
before benefits are realized (psychother-
apy, pharmacotherapy that may involve
trials of medication). For patients with
limited resources, this information may
affect their decision to enter treatment.
B. Responsibility to Appeal

A psychiatrist whose patient has been
denied payment for care has a responsi-
bility to appeal the managed care entity’s
decision on the patient’s behalf. This re-
sponsibility was first suggested in an
early case on utilization review, Wickline
v. State (1986). In deciding that case, the
judge wrote, “the physician who complies
without protest with the limitations im-
posed by a third party payor, when his
medical judgment dictates otherwise,
cannot avoid his ultimate responsibility
for the patient’s care.” While the prece-
dential value of that case is limited, the
responsibility to make reasonable appeals
when managed care entities deny cover-
age appears to be reasonable, as a com-
ponent of psychiatrists’ fiduciary obliga-
tions to their patients.

Managed care companies often have
multiple levels of review and these pro-
cedures may require considerable invest-
ment of time and effort by the psychiatrist
making the appeal. Some data suggest

that rates of successful appeal are low.
Must psychiatrists appeal every adverse
decision? When has the obligation to pur-
sue “reasonable” appeals been dis-
charged?

In our view, the responsibility to appeal
arises when payment is denied for care
that, in the judgment of the treating psy-
chiatrist, is needed by the patient and
should fall within the scope of coverage
provided by the insurance company. The
treating psychiatrist is satisfied when he
or she has had the opportunity to discuss
the appeal with a psychiatrist reviewer or
has made a reasonable effort to do so.
Lower levels of review, which generally
do not involve psychiatrists as reviewers,
do not give the treating clinician the op-
portunity to make the case for coverage to
another medically trained professional
who is in the position to make psychiatric
judgments. Unfortunately, in most juris-
dictions managed care entities are not
regulated closely and psychiatrists may
not be employed as reviewers or access to
these reviewers may be made difficult. In
these circumstances, treating psychiatrists
must make reasonable efforts to convey
their medical judgments to the available
reviewers.

Treating psychiatrists have an obliga-
tion to discuss denials of coverage with
their patients. Depending on the clinical
circumstances, treating psychiatrists may
choose to enlist patients’ assistance early,
prior to the initiation of the appeal pro-
cess. Patients—and their families-——may
be able to bring additional pressures to
bear on the reviewers. Alternatively, psy-
chiatrists may appeal adverse coverage
decisions and involve patients only after
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appeals are denied. In all discussions
about insurance denials, psychiatrists
should make clear that while managed
care entities make determinations regard-
ing coverage and payment, patients make
decisions about their health care. In the
event of an adverse decision about cov-
erage—including those cases which the
treating psychiatrist does not believe must
be appealed—patients should be made
aware that their psychiatrist has recom-
mended further care. In light of this
knowledge, patients may choose to pay
for services out-of-pocket or to pursue
additional appeals with the managed care
entity. Even when patients decide not to
pursue either of these courses, knowing
that their psychiatrist has recommended
further care may lead them to monitor
their condition more carefully and return
to treatment more promptly.

In some cases, psychiatrists may have
entered into contracts with managed care
entities that preclude them from accepting
out-of-pocket payment once coverage has
been denied. Nonetheless, treating psy-
chiatrists should make the appropriate
recommendations to their patients, who
may then choose to seek further care from
another psychiatrist.

Psychiatrists have often felt that the
burden of pursuing the appeal process
without additional compensation is un-
fair. There is no ethical bar to prevent
psychiatrists from seeking additional
compensation from patients for time
spent in pursuing appeals that are not
required (i.e., beyond the level of the
psychiatrist-reviewer, or in cases in
which the psychiatrist does not feel treat-
ment is needed or actually covered by the
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insurance policy). Alternatively, psychia-
trists may seek to be compensated by
managed care companies. Of course, con-
tractual agreements may limit psychia-
trists from seeking compensation in these
situations.

C. Responsibilities After the Denial of
Coverage for Recommended Care

In the event that a managed care entity
denies coverage for recommended care,
psychiatrists continue to have obligations
to their patients. In effect, the circum-
stances after denial of coverage are iden-
tical to those which prevailed prior to the
widespread availability of insurance. Psy-
chiatrists must negotiate with their pa-
tients about care and payment. In some
cases, patients may be able to pay out-of-
pocket for the recommended care. Alter-
natively, psychiatrists may be able to care
for some patients for a reduced fee or for
no payment.

What responsibilities do psychiatrists
have if it is not possible to arrange rec-
ommended care? Managed care decisions
and insurance limits may not allow opti-
mal care to be provided, but often cover-
age is available for alternative care that
falls within the standard of care. Treating
psychiatrists have an obligation to formu-
late alternative care of this nature, or to
refer their patients to psychiatrists who
can perform this function. Within the lim-
its of their expertise, psychiatrists have an
obligation to provide the alternative treat-
ment, or to arrange for another psychia-
trist to do so.

What responsibilities do psychiatrists
have if managed care entities deny cov-
erage necessary to provide services
within the standard of care and the patient
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lacks resources to pay for treatment? In
emergency circumstances, when psychia-
trists have entered into a doctor-patient
relationship with a patient, they have an
obligation to provide necessary treatment.
This duty is discharged when the psychi-
atric emergency is resolved or the care of
the patient is assumed by another psychi-
atrist. In non-emergency situations, psy-
chiatrists should attempt to arrange for
care, if that is possible (i.e., free or low-
cost services); if this is not possible, ap-
propriate termination of treatment is per-
missible.

The most troubling cases arise when
managed care reviewers deny payment
for services that are not emergency mea-
sures, but treating psychiatrists judge that
services are necessary to substantially re-
duce risks of harm to their patients or
others. In these cases, termination is
likely to be untenable to the treating psy-
chiatrist. When this occurs, psychiatrists
should follow their judgments and assure
that services are provided when failure to
do so would fall below the standard of
care. In some cases, psychiatrists may be
obligated to provide free care if they are
unable to arrange the necessary care
through public sector services.

V. The Allocation of Psychiatric
Services

We are moving toward health care sys-
tems modeled on capitation plans and
HMOs, in which groups of physicians
will be responsible for making allocation
decisions. Under these systems physi-
cians internalize the allocation function.
As psychiatrists, we will be called upon

to determine what kinds of services are to
be provided and which patients will re-
ceive—and which patients will be de-
nied— health care. It is becoming increas-
ingly important that medicine develop
ethics and principles related to the allo-
cation of health care.

Although it has rarely been made ex-
plicit, the tension between our fiduciary
obligations to patients and the need to
make allocation decisions that deny
health care has always existed. Doctors
have always had to make decisions about
the allocation of health care. The country
physician, alone in an isolated commu-
nity, has had to choose which patient to
attend to first. In common practice, phy-
sicians have had to decide who gets the
remaining ICU bed and who must leave
the ICU to make room for the more se-
verely ill patient. Psychiatrists have had
to decide who gets admitted and who
must be discharged to make way for more
acutely ill patients. The decisions physi-
cians must make range from life and
death triage decisions made in emergen-
cies to decisions about whose phone call
to answer first. Every time a physician
makes a decision that assigns a higher
priority to one patient over others, an
allocation decision is made.

Allocation decisions made under tradi-
tional models of health care delivery have
been accepted as within the code of med-
ical ethics. This professional discretion
model of decision making has relied on
the judgments of physicians to distribute
resources to best meet the needs of all
patients. The acceptance of professional
authority has been based—implicitly, if
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not explicitly—on the fact that physi-
cians are in the best position to under-
stand the impact and consequences of ill-
ness and trauma, and can best determine
how to deploy available resources to
maximize patients’ welfare. Moreover,
decisions often have to be made quickly,
leaving physicians no alternative to as-
suming the burden of making decisions.
Evolving forms of health care delivery
exceed the traditional boundaries of the
professional model of allocation. Under
the prevailing conditions of constraint,
important allocation decisions are no
longer restricted to emergency situations.
And access is no longer restricted on the
basis of absolute necessity. Increasingly,
even where services could be delivered,
access to routine diagnostic tests and
treatments are denied on the basis of eco-
nomically based, centralized criteria.
The Principles of Medical Ethics offers
some general guidance to physicians that
can be applied to allocational decisions:
physicians are required to provide com-
petent medical service with compassion
and respect for human dignity.” More-
over, physicians must deal honestly with
patients and colleagues.” However, it is
not clear how these ethical principles
should be applied. In these circumstances,
a new model of professional involvement
in the allocation of medical resources
must be developed. Because the new al-
location decisions arise in routine health
care delivery, it is not necessary for phy-
sicians to bear the responsibility for allo-

cation decisions alone. The principle of

patient participation in health care deci-
sions requires professionals to share this
responsibility.

Hoge

The outlines of a model for making
allocation decisions can be sketched.
Evolving health care systems typically
arise from contractual agreements be-
tween groups of patients and groups of
physicians; patients contract for a bundle
of medical services (and limits). It is at
this group level that patients must partic-
ipate in the formulation of the centralized
criteria governing the provision of ser-
vices. To the greatest extent possible, al-
location decisions should be made in ad-
vance by patients collectively. In a related
document, we discuss the structural
changes that need to be made to permit
patients to participate in making these
allocation decisions. Psychiatrists would
then follow these criteria, which reflect
the judgments of patients regarding the
appropriate trade-offs between costs and
access to services. Thus, in routine cases,
psychiatrists would not be required to
make allocation determinations in indi-
vidual cases.

Of course, even in an ideal system that
maximizes patients’ participation in col-
lective decision making, there will still be
a need for psychiatrists to concern them-
selves with allocation decisions. Not all
allocation decisions can be made in ad-
vance, by establishing criteria. There may
be disagreement about interpretation of
general criteria in applying them to a spe-
cific patient’s case. Nor is it reasonable to
expect that all clinical circumstances can
be anticipated and guidelines established
in advance. Inevitably, cases will arise
that have not been foreseen or that have
special circumstances worthy of consid-
eration. In these circumstances, a group
of psychiatrists could constitute an “‘allo-
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cation board” representing the group of
responsible clinicians. The board would
assume responsibility for making the dif-
ficult allocation decisions. When consti-
tuted as a board, the psychiatrists’ pri-
mary responsibility would be to interpret
and to implement the established criteria
as intended by patients collectively. In the
absence of explicit patient-determined
guidelines, the decision-making body
would be required to make allocation de-
cisions to maximize the welfare of pa-
tients collectively with the available re-
sources.

Under this model of making allocation
decisions, it is important to preserve treat-

ing psychiatrists’ role as the guardian of

the best interests of patients. Patients
should be able to rely on their psychia-
trists to represent their interests before the
allocation board: to advocate for access to
services in unclear situations. Therefore,
with the exception of emergencies as un-
der traditional health care systems, in
evolving systems of health care, psychia-
trists cannot assume a treatment role and
make important allocation decisions for
the same patient. It is necessary to sepa-
rate the allocation function from the
treatment role.

The allocation board model can be
structured to ensure that allocation deci-
sions are made in a way that respects the
needs of all patients. Ideally, membership
on boards would rotate, giving all clini-
cians the experience of making allocation
decisions. Broad participation on the
board would ensure that a range of clin-
ical experience is brought to bear on these
decisions. Thus, the members of the allo-
cation board would retain their primary

identity as care givers. Moreover, as
members of the board, these psychiatrists
would bring to the process their experi-
ences, as treating psychiatrists, of the im-
pact of board decisions on patients.

A centralized allocation board can fa-
cilitate the just distribution of health care
resources. The board will be able to con-
sider individual claims in light of the
competing demands of other patients to
available resources. In addition, by docu-
menting their decisions, the board can
create an institutional memory for future
reference. Thus, the likelihood of incon-
sistent, unreliable—and unfair—decision
making can be minimized.
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