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A moral price for medicine

INTRODUCTION
In his seminal text ‘The Gift Relationship’, Richard Titmuss
famously contrasted voluntary and commercial systems of
blood donation.” His conclusion that an altruistic system was
superior immediately drew criticism from famed economist
Kenneth Arrow, who argued that a commercial system provided
more choice since hospitals and patients can choose from both
commercial and voluntary sources, noting flaws in Titmuss’
epistemology and methodology.® Even philosopher Peter Singer,
in a defence of Titmuss, acknowledged the role of a pricing system
in alleviating an acute shortage of blood in Korea.®

Medical services are more complex than blood donation.
Hence, determining a fair price is a practice that has been fraught
with controversy. India fined the drug company Novartis for
allegedly overcharging for its painkiller Voveran.“ Singapore’s
medical statutory board fined and suspended surgeon Susan Lim
for overcharging the Bruneian royalty.® The case was highly
controversial as the Singapore Medical Council determined that
there was an unstated ‘ethical limit’ to the prices of medical
services®, to the chagrin of some who viewed this limit as
amorphous and arbitrary. This paper seeks to explore the pros
and cons of the free market in regulating healthcare pricing and
discuss whether there can be a fair and ethical price for medicine.

MORALITY OF THE MARKETS

Capitalism’s central tenet is that the collective pursuit of self-
interest can result in efficient allocation of resources. Self-
interest is expressed through the pursuit of utility to maximise
an individual’s welfare, which is determined by satisfaction
derived from consuming a good and contributions to the utility
of others. This pursuit is constrained by an implicit social contract
in which the individual works to improve the utility of all.®
In the free market, self-interest compels both consumers and
producers to respond to price signals, which will determine the
value individuals ascribe to a good and the costs of producing
that good. This model assumes that both parties in the economic
transaction are able to make an informed decision based on an
accurate cost-benefit analysis.

The free market is generally defended on utilitarian grounds
since it theoretically maximises welfare. Political philosopher
John Gray argues that it “harnesses human imperfections in the
service of human welfare”.” Libertarians further add that a free
market, where buyers and sellers are free to price according to
demand and supply factors, is important for liberty. Liberty, as
John Stuart Mill famously argued, is important in maximising
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welfare, as the individual, not the government or anyone else, is
best positioned to determine the satisfaction he derives from a
good, including medical services.®

Robert Nozick provides an additional defence of the free
market, arguing that it is ethical if it fulfils three preconditions:
justice in acquisition and transfer, and in the rectification of
injustice.® This theory can be applied to the pricing of medical
services. Assuming that the first precondition holds in that
medical skills and property rights for medical equipment are fairly
acquired, as long as there is justice in transfer where individuals
voluntarily agree to pay for medical treatment, then any free
market price, however exorbitant, is just.

As was noted in Rebecca Chew’s critique of the Lim Mey Lee
Susan vs. Singapore Medical Council case, greater transparency
in pricing amongst Singapore’s doctors should entail less legal
intervention since patients are “fully aware” and intentionally
choose the overcharging doctor in spite of cheaper alternatives, %
fulfilling Nozick’s second precondition of justice in transfer
and thus obviating the need for rectification in terms of legal
intervention.

HEALTH AS A HUMAN RIGHT

The United Nations defines the right to health as an essential
human right."" As a human right, accessibility to healthcare is
seen as a necessity and may supersede free market considerations.
Economist Amartya Sen elaborates on this, introducing the
concept of ‘unfreedom’, which he describes as a lack of freedom.
Sen argued that economic prosperity is essential for traditional
liberty, such as personal freedoms, as poverty can result in
individuals falling prey to other violations of freedoms.? This is
because a lack of economic freedom restricts access to — or the
liberty to choose — certain essential medical treatments that are
vital to maintaining health. Hence, keeping healthcare affordable
assists in self-actualisation and helps to support personal choices.
This, in turn, upholds human dignity.

Additionally, the idea of very affordable — or even free —
healthcare is consistent with John Rawls’ theory of social justice,
which entails equality of both opportunity and outcome. Norman
Daniels argues that access to healthcare is fundamental to equality
of opportunity as good health is needed for an individual to enjoy
the “normal range of opportunities” afforded in a free society."?
Healthcare is also essential to achieve equality of outcome, as many
genetic or infectious diseases are acquired through no fault of the
patient. Therefore, similar to gifts and talents, sickness and health
are independent of moral effort, and hence are morally arbitrary.
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Abelief in healthcare as a human right and the need to ensure
accessible healthcare to maintain social equity has resulted in
some countries offering free healthcare, one of the most well-
known being the National Health Service (NHS) in Britain,*
although there has been criticism over its long waiting times and
the high costs to the state in running the NHS.

MORAL DUTY OF PHYSICIANS

Physicians’ sway over patients’ health and lives creates the risk
of discretionary exploitation, which arises when parties in a
transaction are unequal in position and power."” Coercion may
result, especially if the patient’s health restricts the capacity to
give informed consent, and the physician can induce the patient
to pay expensive fees for treatment. This possibility has become
more real today as with doctors’ increasing specialisation, it is
more likely that one physician may monopolise proceedings in
certain subspecialties. Given that physicians have a moral duty
to heal patients and patients are morally deserving of treatment,
such discretionary exploitation takes unfair advantage of patients,
using them as a means to an end. This also violates Immanuel
Kant's second formulation of the categorical imperative that each
individual, as a rational agent, is an ‘end’. Robert Audi interprets
this as a command not to disregard the individual’s well-being."®
This concept dovetails with the two pillars of medical ethics:
beneficence and non-maleficence. A non-exploitative exchange
would entail fair compensation for the physician’s time during
treatment, opportunity cost in providing this treatment, and the
effort he expended in acquiring and honing medical skills.

A NEW MORAL COMPACT

Singer, citing Titmuss, acknowledges the difficulty in comparing
commerce against altruism as it is a choice between “two
different types of society”."” A similar argument can apply when
comparing doctors’ ethical and commercial choices. Doctors, on
the one hand, have a commercial obligation to the companies that
hire them to bring in profits, especially those in private practice;
on the other, they have a moral duty to save patients.

In Milton Friedman’s words, “The business of business is
business”. Corporations are amoral as they are purely artificial
legal entities that lack the moral and social responsibilities of
people; hence, their primary social role is the maximisation of
profit for shareholders. Doctors, as agents of corporations, are
beholden to fulfilling the objective of their principal — firms.
Friedman argues that if employees of these firms wish to exercise
their moral responsibilities to the poor or disadvantaged, they
can do so in their personal, not professional, capacities and
become principals."® For doctors, this may mean volunteering
their services pro bono.

However, this does not preclude doctors and firms from
charging patients a reasonable price for their services, especially
since many doctors own their practices and hence are principals.
The price should take into account both the cost in providing
treatment and patients’ ability to pay. By this token, charging
wealthy patients higher rates may not be construed as exploitative.
For instance, Dr James Andrew’s reconstruction surgery rates do not
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qualify as discretionary exploitation given that his surgeries have
garnered world-class athletes billions in earnings from contracts
through their speedy recovery. Is he not entitled to a share of
their income from his efforts? Importantly, his rates do not hamper
his well-heeled clients’” access to healthcare; that is, their right to
health is not infringed on. In the ideal scenario, doctors exercise a
degree of price discrimination, using income from wealthy patients
to cross-subsidise the treatments of lower-income patients.

Researcher Robert Hare has proposed two different levels
of moral reasoning, the critical and the intuitive."” On a critical
level, there is ethical justification for differentiated pricing based
on the purchasing power of patients. However, on an intuitive
level, it is unrealistic for doctors to evaluate every patient’s wealth
to determine a fair price. Hence, regulations and moral rules of
thumb are needed to help guide decision-making.

ETHICAL GUIDELINES

The difficulties of setting an ethical price are multifold: the risks
of shortages and the creation of a black market if a price is set
too low; risks of falling afoul of antitrust laws due to excessive
regulation;?® and the need for constant updating to reflect
changing economic circumstances and social expectations.

Instead, a moral price can be set based on some overarching
principles. Firstly, an adaptation of Kant’s second formulation on
not using individuals as a means to an end. Patients should, thus,
not be used as a means for physicians to gain fame or fortune, but
treated for their own sake as individuals whose lives have moral
value. This ethical reasoning can be defended on grounds of basic
human decency, as well as the idea of ‘moral luck’: the patient
may happen to be wealthy and have access to healthcare, but
this does not make the intent to exploit moral or just. Hence, for
physicians, both intent and outcome are vital in ensuring quality
care for patients.

Secondly, there can be an emphasis on Rawls’ difference
principle, which tolerates inequality only when it benefits the
worst-off in society.?" An example of such acceptable inequality
would be if price inequality facilitates healthy competition
amongst doctors to the degree that it results in improvements
in standards that raise the general quality of care. Of course, a
fundamental precondition for such healthy competition would be
patients’ understanding of the appropriate price and differences
in standards between physicians. Only then can there be ‘value-
based competition’, as famously promoted by Michael E Porter,
whereby unrestricted competition promotes an increase in value
for patients, rather than simply lowering costs.??

CONCLUSION

On the regulation of healthcare pricing, it is prudent to heed
Singer’s observation about the tenacity of the free market. Even
in command economies like the Soviet Union, economic self-
interest exerted itself through corruption and bribery."”

No amount of regulation can eliminate the element of self-
interest, which is intrinsic to the human condition. Moreover,
excessive regulation can have detrimental effects on the provision
of services due to potential market distortions and uncertainties.
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From a utilitarian perspective, this has profound negative

implications for a good as essential and life-saving as healthcare.

Therefore, it is perhaps best to leave pricing to moral suasion,

except for the most egregious violations, such as when a doctor

knowingly misrepresents his services or commits fraud.
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