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To the editor:

The title of the article “Health Reform in North Carolina: 
Market Hazard, Moral Imperative: Why We Need Health 
Reform” (Fitzsimon C. NC Med J. 2009:70(5):404-405) 
seemed to promise a serious consideration of how market 
forces could be used to address health care reform. Instead, 
the article dismissed market-based solutions as “…based 
on the assumption that a significant factor in health costs is 
that individuals with insurance are unaware of the total cost 
of their care…” Market-based solutions, like health savings 
accounts, are powerful, and based on basic economic 
concepts of incentives, supply, and 
demand. The problem with our current 
health care system is not simply that 
patients are unaware of their health care 
costs; the problem is that when patients 
make decisions regarding health care 
consumption, they largely don’t care 
what the cost of the care is because 
someone else is paying the bill.

When a third party pays for medical 
care, patients have virtually no incentive 
to conserve on their cost of care. When 
offered a $4 generic or an $800 brand 
name medication that provides only a 
marginally greater benefit, but which is 
fully paid for by an insurer, the patient 
will choose the $800 medication because 
it is marginally better. The physician will rightly offer that 
medication to the patient because it is the physician’s role to 
offer the patient the best possible care; the physician’s role 
is not to ration health care based on price. 

If an insurer is paying for health care, the patient has 
no economic incentive to shop around for the lowest cost 
provider for an expensive radiologic test or to choose a 
lower cost office-based procedure over a much higher cost, 
perhaps marginally better hospital-based procedure. Even 
if a test or procedure covered by the third party is only 
marginally valuable, physicians must still offer the test and 
the patient will likely accept having the test, even if it isn’t 
cost-effective by any standard.

When someone else is paying the bill for medical care, 
health care prices skyrocket, as they would for any consumer 
good that would be paid for by a third party. The resulting 
bloated health care prices prevent uninsured patients from 
affording even basic health care. 

We have several choices:
1.	 Continue to have a third party payment system with 

continued high and escalating health care costs, living  with 
a significant uninsured population or further exacerbating 
the cost problem by insuring that population.

2.	 Have a third party payment system in which the third 
party institutes serious controls over the availability, use, 
and price of care—in other, somewhat less appealing 
words, rationing care.

3.	 Return the responsibility for health care cost decision 
making to the consumer.

Each of these solutions has advantages 
and disadvantages. The primary advantage 
of returning the responsibility of paying for 
care to patients is that they will shop around, 
creating incentives to reduce health care 
prices. Most patients would choose lower 
cost treatment options over high cost 
options that do not offer substantial value. 
Medications would no longer be priced at 
ridiculous levels, as patients would not 
purchase them. Demand for marginally 
beneficial, expensive laboratory and 
radiologic testing would drop, while much 
needed incentives would be in place to 
encourage development of technologies 
that reduce the cost of care. The high 

costs of health care would be dramatically reduced, so even 
the uninsured could afford care. 

On a daily basis we see the power of market forces to affect 
patients’ decisions. The suddenly ubiquitous “copayment 
assistance” offered by pharmaceutical companies removes 
what little disincentive patients have for choosing overpriced 
medications. Without any responsibility for cost, patients (at 
least the well-insured ones) get great access to wonderful 
treatment, but this comes at an enormous cost to society.

A disadvantage of making patients responsible for 
paying for their own care is that patients may make some 
decisions that others might consider unwise. Fitzsimon’s 
article gives the example of foregoing treatment for high 
blood pressure. However, in a world in which patients paid 
from their own pocket for medical care, all medical care 
would be far less expensive, such that treating high blood 
pressure would become far more affordable. Nevertheless, 
patients who choose to forego some care because they have 
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other priorities is not a deal breaker. People make reasoned 
choices among more and less safe cars, better and worse 
diets, and more and less risky behaviors, weighing the costs 
against benefits and alternatives they might otherwise 
choose. 

Such decisions are critically important in end-of-life 
care. Much of the cost of health care is spent in the last 
year of life. Having a third party (or worse, the physician) 
make decisions to restrict end-of-life care because of cost 
is repugnant. Putting patients and their families in charge of 
these difficult decisions may be a more reasonable way to 
deal with this problem. 

The combination of health care savings accounts, 
catastrophic coverage, and significant copayments tied to 

patients’ income/wealth offers an economically rational 
approach to addressing the health care cost crisis. A “public 
option” based on such a system could immediately improve 
access for the uninsured while bending down the health 
care cost curve. Eliminating tax breaks for indemnity health 
insurance plans and providing tax breaks for high deductible, 
catastrophic plans would encourage rapid transition to 
patient-centered coverage that would encourage more 
appropriate use and pricing of medical resources. 
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