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THE CHALLENGE OF OBTAINING QuaLiTy
CARE: LIMITED CONSUMER SOVEREIGNTY IN
HUMAN SERVICES
_

Kari H. Eikq

ABSTRACT

This paper offers a conceptual analysis of the problem of qualiy i

senvices: in elementary school, psychiatric care, and the healtl _ .ri _._._ _E_:.:_.
children, the elderly, and the intellectually disabled ?..1 1and social care of
patients are .:.ﬂi a3 a.case. These care recipients cannot enforce their le:

right to quality service; their quality-cffective demand is _ci._uc:: 1 _ o el
analyses often characterize the weak position of the e _.»iumfc::::n
information asymmeuy problem. An additional obstacle :s:,f—.”.”.w_ 5 m_s
recipient’s inability to safeguard her personal interest due .M. e 7. :”
or social incapacities; that is, “limited consumer S,d..nidsﬂ. .?a.m,.v“:,ﬂ m:.,.m
individuals cannot enforce quality even when quality _::..3:&:: s m:a____w._ﬂa
This creates a fundamental incentive problem in the monitoring c.n 4 :. _, ..,
They also depend on services that are complex and :c:.:.&r_ﬂr. mﬁﬂ:“
external monitoring difficult. This paper presents a typology of SR —w
increase the quality pressure facing providers, S o

atrc nursing home
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INTRODUCTION

The quality of long-term care receives considerable public atention in
many countries. In Norway, nursing home quality has been one of the
major issues in political elections for many years. In the United States,
public criticism of living conditions in nursing homes has been long-
standing and fierce (for example, Mary Adelaide Mendelson [1974], Bruce
C. Vladeck [1980], and John Braithwaite [1993]). This eriticism has
resulted in comprehensive nursing home regulation in the US, regulations
that are much more strict than in other countries in the world (Braithwaite
1993). Still, violations of _y..._r._:.... civil rights and of nursing home standards
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Jntinue to be a problem. To quote Charlene Harrington' analyy .
e " |
: F
sitnation in the US:
Despite three decades of public concern, governmen, SUTYeys ang
data collected by the federal government continye shoy
residents of nursing homes experience problems in their ¢ In
1998 and 1999, 25-33% of nursing homes had serious o Poteny)
foth e i wer Ara . ally
life-threatening  problems in delivering care and were _z:a:n
residents. (2001: 507)

thay
are,

In this essay, I offer a conceptual analysis of the probley
human services provided in most Western nations such as within educagiy,
health, and social care. A number of human-service recipieng E..
dependents, due 1o age, illness, or disability. Among them are Childrey,
frail and sick elderly, individuals with intellectual disabilities, ang those
suffering from depression, dementia, and other mental disorders, Marep o
Jochimsen (2003) views dependency as a defining characterisgjc of care
relations. This is a common perspective in feminist economics (se, for
example, Nancy Folbre and Julie A. Nelson [2000] and Paula England anq
Nancy Folbre [2003]). The care recipient depends on the caregiver in gyl
a ?:m::z.:.& way that the recipient cannot exercise choice over the ¢
provided. My concern is with those aspects of service quality ths
benefit the semvice recipient only. How may a weak pos
lead 1o a realized quality level below that w
fulfill by explicit or implicit agreement?
One long-term care senvice,

m of Quality

are
1 primarily
ition as a consume
hich the provider is expected o

geriatric nursing homes, will be taken as F
case. Though dependency is a universal phenomenon, the discussion il
predominantly make reference to the Western world, in particular the US,
drawing on governmental reports, internationally published research, and
other documents that are available in English.

Like most Western governments, the U
nursing home industry both through reg
1.3 million people live in US nursing
Carrillo, and Cynthia Mercado-Scout

S government is involved in the
ulation and funding. More than
homes (Charlene Harrington, Helen
2005: 15). About 80 percent of them
are primarily financed by public programs (Harrington, Carrillo, and
Mercado-Scou 2005; 19), Only 6 percent of U

S nursing homes are owned
by the government, while

about two-thirds are for-profit and 28 percent
nonprofit (Harringion, Carrillo, and Mercado-Scott 200%5: 21).

The purpose of long-term care
for self-care (Rosalie A. Kane
therefore
dimension

is to compensate for a loss in the ability
and Robert .. Kane 1988). Care services aie
_:.n___.‘,\ complex and good quality requires that cach z._.:-....
NS customized (o individual needs and preferences. This
ac:_w_ez_c. makes impossible 1o specily  the set of all relevant
contingencies in g contract. Quality is also difficult to verify for other

114

THE CHALLENGE OF OBTAINI?

» QUALITY CARE

. jmportant dimensions such as the quality
reasons: ! %:a therefore impossible to describe
intangible obtain information about quality unless one i present at the
&:...Q.:&E lace of service provision." Lastly, third parties may not observe
M”uzﬂ from the same point of view as the service recipient.

of social relations are
contractually, and it is

ume
care

THE NEGLECTED ISSUE OF
LIMITED CONSUMER SOVEREIGNTY

analytical level, individuals who are acv.e:an_,:. have :=_.=:£_

s sovereignty,” meaning that they have insufficient capacity to
nosm::““n:.. own interests. Consumer sovereignty is limited either because
m:w_.dn.s.wcm_ cannot form consistent preferences or because she lacks
M: __M__u_m:?. or authority to use available choice options on her own
he Y
behalf.? ; S O

Individuals’ decision-making capacity as economic agents comprises vw:
decisions about entering into contracts and the monitoring of 2.:.13”? “
wse the term monitoring here :w mean _.Em: contract u__ﬂn_é_.,:..z mw.ﬁ.
enforcement. The proposed definition of limited ncs,ﬁ::»..a J:i‘a“m:v ._N
much in the spirit of Lester ﬂ::.oi :c..w.:. who :::f; of .___H.W_Z.
consumer sovereignty as limited decision-making competence. 5.5. eina
legal context incompetence is a threshold no:nn._ur. meaning .__m_,.n _“.._”da mm
either competent or incompetent to ::.:F.. a certain %cm:w“ 4 _:p: :Qm
Buchanan and Dan W. Brock 1990), it is .__mn?_ ) .nw:.,qu* _5_:.:
consumer sovereignty as a matter of degree, with the —:__,. SOVE _:.r: e
cconomicus at one end of the scale and consumers with no cons
soverei » at the other. o "
wcww.:mm._mm”_< taking into account dependency as a m.w.:::n. n”:.o_.m_n_”:munh
of the service relationship (Jochimsen 2003), :.a. .Z::%:.c._ ke i
consumer sovereignty integrates a contract theoretical framewor

eminist economics view of care. il .
?-M:.:r H. Knight (1921) and Gary S. Becker :..E._.v ‘___.—..‘M_M_—”_M___Mw_””—n.”mﬁ
age. Children are dependent and cannot make ?n, (= pc_,._.._,cv..”mz.__ 58
ments. As concerns long-term care, some recent w»::...u.::n». o paiec
with the observation that the long-term care qan_w_c:w. _.m c~ _w. Fehiins
decision maker nor able to casily ¢ ,.___E?..e..:.c Aw_w__q:.ﬂ...:w e beoe
222). When also considering the high moving ncz_m_ A_w_, »z:.. 2__..:...?:..., 7%
of ransfer trauma), Hirth argues that _c_..r.:.:-drmu:_»“:._?_dn_..:a A Hisih
once-and-for-all purchase. David mu.. A._..&:z.w i p....:... e iy
conclude:“‘Due to physical, ,,cn:::“». el ..,::_V _n._:... homo economicus
nuising home consumers may fall far m_.o_.. c ! e pomerdl
assumed in most economic models of _E_._‘.:,_M: _.T:._,. Saitca abliow
these studies follow up on this insight 55. a n.:.m

limited consumer sovereignty affects care quality.
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More often, cconomists concerned 1.:: the issue of Qualipy,

provision of longterm care emphasize problems of to : ___: n e
asvmmetric information. John A. Nyman (1988) and F_:u_ﬁ .:.
(1989) mainly see quality problems in the US as unintende :__
of public regulation that sought to contain public coss by 2..,._:.M »..A.E.E
number of nursing home places available to publicly ::E,e; c_.zw the
Capacity restrictions, they argue, have contributed to excess s Pitienyg
weakening market pressure for quality. More recent r esearch, »:a_.:.:_. thyg
(1999), ShinYi Chou (2002), and Grabowski and Hirth (2008), ¢ 1 as Hing,

.. Sy s n .

the weak position of the care recipient. With reference 1o Kennett Phasiye

(1963), this rescarch conceptualizes the recipient’s ,A.___n_;.._u._.__. Arrgy
iy 56

7

problem of asymmetric information; the care recipient and ,
not have sufficient information to evaluate the quality of ¢
ground-breaking article is about medical care in mn.:ﬁ..‘»_ and the pgy
physician relationship in particular. Asymmetrically distributed inf, iy
arises in healthcare because of economies of scale in information ithery
which make it efficient that a few individuals specialize in :_n.&nmm..e. :...ﬁ.-_m.
so serve the entire population (Kenneth J. Arrow 1963, 1996) ‘/:..:.a o
not address questions specific to long-term care, psychiatric Q:..n M: o
contexts where the recipient may have insufficient capacity. I
The literature that conceptualizes the weak position of ._\:u care re;
as an information asymmetry problem — such as Hirth (1999), Chou
and Grabowski and Hirth (2003) - does so with explicit or implici
:.?..2.:2 to contract theory and the principal-agent model which .__,. __:“
main tool economists use for studying information #ﬁ;:::...:. ..:m,_n._uz.
(see for example, Patrick Bolton and Mathias Un:ﬁ_l_vm:: cham_—w In ____,
model, all individuals have full consumer sovereignty; that is, all :z_._:.%_.__;
:m.‘ec .EE._:. high decision-making competence, When the ..5:;:.:2 :.__:u_
principal) cannot judge service quality, it is only because the consumer
_W_Mf. some mvon:wm knowledge required 1o g.:..ﬁ.r service quality :.:. the
”_.“ﬂ:_pnm._m :.“, .. zme._: m.w.w:.ﬁ:_~_,.,-.v. .:_.n missing m.:_):::.\.:c: may m,_:: from
: ob specific skills, such as medical expertise, which makes it difficul
_%._:._rﬁ. the mv_:‘\c_ulm_n:ewf. of the provider's chosen action (this 1s Arrow’s
:._Mm_vg.q”,ﬂ. MMM”»MA_H“__:ANNH::_ :_vwejﬁ. (or infer _.12:: obse u._v_m. variables)
food hygiene because she —n,“n“_:_v . 4_.:. " ‘_.:_nc. fhie ursing hamct
The ifferses g?.ﬁ.: :._m w,_c_ q..:_..:.:_ when the food was prepared)
" i i eris a wa.zn ieratur, J n.::_ the .:_._.:z:._, taken i
an economic agent. as.ﬁrh. “ .. x-.:»..w:_ ._en._v:..:”::_Ar:4_r .
P S A S .“%m.w_::.e_w._zz... :..:._.::. informaton aboutd
because Rtk A_anZ:,:._:,:rn._ o .__:n._.p.::::. ::.w.. (WO approic _:“,
information asymmetries :.;:J.:f. competence  typically also cane
THE st ot s ciscuss this issue later.
contrac pomt I want to make here is that the conventional approachin
Mract ;:.cJ‘ cannot study the implications of .._::_ .._ .__, il
plications of dependency. As concen
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the demand for a:x:.a: :“M most c_asq:; mz._w:nm_:e: of dependency is the
aeed for _.av_.wz.sgcc:..r :. E”.:_Ez_.c: of limited consumer sovereignty
makes it _vcwm__.._n to make a distinction between the recipient and the
:.&,.E:n_m who may, or may not, represent _.2

Though _mq::wm_ consumer sovereignty is A;::Q from the conventional
asumption of :%o.::.._cc: asymmetry (information asymmetries which
would prevail even if consumers _.::_.:_: consumer sovereignty), these two
problems do _:_.Ew common _Bv__nw:o:m.. . .

A service recipient has low quality-effective demand if the recipient is
unable (herself or through A representative) to enforce the agreed-upon
quality level.! Quality-effective A_S:u._:_ may be low even if she has the
fnancial means of paying for the service and even if the quality standards in
E‘m:n:u_a are well defined. The recipient may even have strong legal
entitlements and still not have the means to enforce quality.”

Low a:»:&..oﬂnnaea demand may be seen as a case of “missing markets”
(England and TFolbre 2003: 69), which affects both ecfficiency and
distribution. It can account for inefficiency in senvice provision and
monitoring as well as insufficient provision of the productive resources
needed to attain quality. However, consumers' low quality-effective demand
does not imply that quality is always substandard. Workers often provide
much higher quality than that which follows from the level of quality-
effective demand. Workers' inner motivation for good care, their
professional and human competence, and their commitment to profes-
sional norms are key determinants of quality in the care services. They are,
however, not the only factors of importance.

The conventional assumption of asymmetric information (that 1s,
presupposing fully sovereign consumers) has been  discussed  widely
clsewhere in the literature. The remainder of this paper concentrates on
the problem of limited consumer sovereignty, taking nursing home care as
a case. 1 argue that limited consumer sovereignty is the most :s_.m:.:::
cause of low quality-effective demand in long-term care. j::.n_., w_:c:_.:,.
tion problems are pervasive, often the incapacity of the care _.nQ_uF._A:.,. lies
behind these information problems. The next sections look at __.:z limited
consumer sovereignty reduces qualiy-effective demand in nursing _:::.,.;
and the resulting need  for, and the incentive problem in, public
surveillance and regulation,

INDIVIDUAL C.:,/_._.—Jn—..__.‘_..mh._‘;.m DEMAND

Using Albert O. Hirschman's (1970) notions of exit and voice, ﬂf? 1
categorizes the main causes of low e_‘.ﬂ_.:.e.»._?n:ﬁ. ae_:usm_ ..:d..:;:.n 4_:
how they affect the consumer’s options 0 influence quality. :_7ﬁ_:=.._.:
uses the term exit to refer to instances in which a recipient changes service
providers or exits the market. The voice option refers 1o any kind of
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Table 1 Cases

ARTICLES

of low ﬁ_::::..a.z,..e.:ee demand

Options ta influence quality

Change Exit the
Voice prrovider market
e 1 Limited Limited Limited
Limited
consumer
sovereignty

(no :.—:.n.ﬂ.:_.._._c:,

Case 2 Yes, if and
Limited when the
consumer represeniative
sovereignty _n.,.ﬂ.: about
(with quality

:.v:..ﬁ.sm_:::v

Yes, if and
when the
representative
learns about
quality, and

a present
or prospective
customer

Yes, if and
when the
representatiye
learns aboug
quality;
,._:.3..:71.%

1O entry ex ange
N expectation
of low qualigy

Case 3 Yes, if and

Asymmetric when the

information consumer
learns about
quality

Yes, if and when
the consumer
learns about
quality, and

if a present

Or prospective
customer

Yes, if and whey
the consumer
learns abouwt
quality;
alternatively,

no enuy ex ante
in expectation of
low quality

Ex sy
:vJN‘
Jrom ey
N vy

Yes

Yes

attempt at changing provider performance other than through tlerminating
the customer relationship.  Individuals who have limited consimer
sovereignty in a given situation have a very limited capacity to fure

their own interests through the use of exit or voice options. In ¢

consumer has no representative available to act in her interests,

In case 2,

ase |, the

a representative assists the individual. Representatives do ol

always promote the recipient’s interest but may, consciously or subcor
sciously, have their own agenda. Representatives are typically close famib
and family relations are often complex in ways that alfect representaines
willingness and ability to advocate for the recipient.” This difficult isue s
mainly left aside in the rest of the paper, Case 3 s the standard case of
uﬁ,_.::_nim information in healthcare (Arrow 1963). Compared with cse
3, limited consumer sovereignty (case 1 and case 2) aggravates informaton

problems in several respects. F
difficult for the recipie

irst, with poor general competence itis moie
nt to obtain information, for example, about medica

quality, quality standards, or complaint procedures. Second, recipients

weak voices limit the exte
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nt o which information about quality is accessible
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;de MONItors, m:n.s as .—E:,,E:w_ representatives and public SUIVEYOrs.
ients MAy not _.q_mc_._.s outsiders  about substandard quality of
_erience nooaw, which is a common problem in long-term w..?..
«m_v_w%n ctful behavior by stalf and food that is not appetizing are examples
wmmun nice dimensions :::. have an .,,z_un..lr.:ﬁe good character. za_s.i,,
ccipients g€t to r.:c;” quality 91.:,:.“: ::..:. own experience. Substandard
perienced quality is not consistent with the recipient being poorly
.JW med (case 3), when the use of these services i long-term,
_=_ use me_.._ﬂ:.n :E.mm:n. ro.:»w _S:EME as a case. A common cause of
[imited aosw:-:n_.. sovereignty in nursing :.c_:ﬁ is mental disorders, in
vw_,mac_m-. n_nEn::.m. In the US, 45 percent of nursing home patients have a
dementia diagnosis and 19 percent have other mental health diagnoses
(Harrington, Carrillo, u:&.y-mqnua?Mnonn 2005). The prevalence of mental
disorders is probably .,.c_dm_aﬁ‘..v:. :um:.ﬁ than these statistics suggest. The
high degree of dementia in the Tv is comparable with other Western
countries and may be comparable with many non-Western countries as well.
Ina 333...:5.?@ sample of nursing home patients in Norway, 81 percent
had symptoms of dementia, while much in line with the findings for the US,
only 45 percent formally had this diagnosis (Geir Selbak, @yvind Kirkevold,
and Knut Engedal 2007). The proportion of patients with dementia was 90
percent in an English study (M. Margallo-Lana, A. Swann, |. O'Brien, A.
Fairbairn, K. Reichelt, D. Potkins, P. Mynt, and C. Ballard 2001), and 60
percentin a Lebanese study (L. Chahine, A. Bijlsma, A. P. N. Hospers, and
7. Chemali 2007). Henry Brodaty, Brian Draper, Dania Saab, Lee-Fay Low,
Vicky Richards, Helen Paton, and David Lie (2001) report that close to 80
percent of patients in their sample of Sydney nursing homes had severe
cognitive impairments.

Dementia causes a continuous deterioration in cognitive and intellecrual
functions and is problematic even at an early stage. First, an early symptom
is short-term memory loss, which makes it difficult o remember the
information required to make an informed choice of nursing home or o
voice complaints in a coherent way. Second, many patients with early
dementia also have symptoms of depression. People who are depressed may
know what is in their best interest but still not care to act in accordance with
it. Third, individuals with mental disorders also have a credibility problem
when voicing complaints, which further contributes to weakening their
voices, Fourth, if they are formally incompetent they are deprived of the
authority to exit and to file formal complaints. _

Geriatric nursing home patients who do not have mental ;.;ci.,._/.. suill
often have limited consumer sovercignty. Many are oo sick and physically
frail to use exit and voice options in response to low quality. Furthermore,
because nuising home patients socially and pracucally depend on their
caregivers, the use of exit and voice options has effects that are F.J::...r
costly. These are the ex POSL COsIs referred to in Table 1. Retaliation by
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caregivers and ?:.?:7.. fears _:E.—w;.um. _XW.I.M ”_ onsiderable
speaking out against _v._.cwv_n_:m. Sl .Z: 5 :vc_._.m._uz ,
seemingly minor retaliation may _9.:.4. —.vu.a__cwcss_ Qualiy - ) ang
" workers taking less pleasure in visiting with he Paticn,
Moving back home (exiting the market) is ohy Lor jy
very costly when care :can—J »._d _—mm__. Most people wan o be ¢
their own home as long as it is feasible, um_a when they
home, it is often because they (or :d.m.: representatives) g, fE::_n
option. Prospective nursing home patients wsmz not haye the
resources or the ime for a thorough comparison of the quality
homes. The need fora home may be urgent, for example »,::c.:,a b
care hospitalization. If there are few nursing home vacancie
(o find a home may mean that a prospective patient has 1, choj
than to move to the only home with an empty bed. It s 4 Ice
costly to move from one nursing home to another, For p
dementia, the moving costs, called transfer wrauma, can be very I
costs reflect the value of continuity in care relations, Very de
wlnerable patients need to feel secure and be E.::r._. wil
environment and the people there (care workers and Silime 1t he
High quality therefore necessitates  considerable relationsh
investments by both the caregivers and the patients.

The more dependent and vulnerable the recipient is, the higher he ¢
of using exit and voice options. With increasing recipient ,.c__;_.i.,__:,nmé
;25&0:3‘. the complexity of the services needed also Increases ...v.,m._a
the importance of non~erifiable information about the service :b,j
example, the psychosocial quality of the patient’s experience). Fo _E:.s_“
home patients, dependency is negatively correlated with the size of __H.J.
patient’s social network from which representatives are typically req :_,
Individuals with no work affiliation and with physical, cognitive, or mepy
handicaps have fewer resources than others to maintain a social netyorl.
Spouse, siblings, and friends may also be weakened by age. Many geria
nursing home patients, particularly women, have survived friends
relatives, sometimes including their own children. Furthermore, childre
may not live nearby. In Norway, more than 40 percent of elderly in their s
have no living children, and about 50 percent do not have childrer
vicinity of their home (Kari H. Eika 2006a).

Children usually assist or represent patients (Eika 2006a). In the U
rough indication of the prevalence of case 1, in which the patient has

representative, is provided by Chou (2002). In his sample of nursing home
patients, 42 percent did not have a spouse or child visiting withina ,
after they had been admitted to the home.
In case 2 in Table 1, the nursing home patient has a representiee
advocate her interests. Even in this case, quality-cllective demand is olte
low. In these situations, issues of asymmetric information

Patje,
Uncon, tenyg

czh:z_u_..
her hand).

_ _sm un:—e.
S, the ENE_D

Paticngg),
PSpecific
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. riant. Case 2 (explicit assumption of limited consume
impo! des a richer account of the obstacles to quality-effe.
_:HM. One reason is that information problems for
=nr=_:2_ sovereignty are greater and more complex th
ase of m&.:.d_sﬁzm. _:mc:”..uwcw. ,»v in case 3, representatives Jack e
u.éaama to Eam.a .o m:u 5 of medical 2:... In addition, representatives
pave at best vu:_u_._iog;ccz about experienced quality since they are
not themselves service recipients and are only occasionally present in the
pome. The more m_an:_.p it is for representatves to visit (he home, the
greater is the “:*omﬂﬁ..o: Ecv._.n._:. Lastly, representatives and care
providers may have ditlerent views .:xw:_ the personal needs and wishes
of the patient and what wm”::mn.m the patient requires (Kari H. Eika 2006b).
Limited consumer sovereignty, particularly recipients’ weak voices, causes
the latter two information problems. This compound information problem
makes monitoring a particularly challenging task for representatives,

Another reason why case 2, in comparison with case 3, gives a fuller
description of the obstacles to quality-effective demand is that a
representative cannot eliminate the personal ex post costs from the use
of exit and voice options.” Having a representative may even restrict the
choice of home further, particularly in rural areas. The closer the home is
to the _.nv_..,.mazsﬁ?m. the easier it is for the latter to monitor care, Of
course, costly exit and voice options restrict their use, which in turn inhibits
the information flow in the market. In cases | and 2, a prospective patient
cannot check out the quality of nursing homes by moving from home to
home. Consequently, patients base their choices of home only on the
information that outsiders can obtain. Since non-verifiable quality is
important, informal information such as provider reputation is very
valuable. At the same time, reputation effects are nawrally modest in
nursing home markets. If a patient has a representative, the representative
must be informed and fears of retaliation must not inhibit his or her
willingness to voice complaints.

The complexity of the information and the limited information flows
imply that the quality of information that is casily available to outsiders is
highly imperfect. Obtaining better information is a highly challenging task.

The US organization the National Citizens” Coalition for 7.:;::"._ fome
Reform (NCCNHR) posts a **Consumer Guide to Choosing a Nursing
Home," which illustrates the information problem (2006). Consistent with
the notion of limited consumer sovereignty and the need for :H_xn!.:_:.
tion, the consumer guide does not address a prospective resident but
presumes that the reader is someone who has a “loved one” who needs 3
home. The consumer guide first recommends _:m. the n:.,:.ﬁ::a.:
representative check out consumer information _E_,_;_:..,._ by US ...::.5”
rities about publicly certified nursing _5==.w. :::::..5:: ..:vc:.“ ﬁ:.”w
inspections (reported  deficiencies), standardized quality measures, <
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nursing home characteristics (for example, staffing and Owne
available, for example, ::,c:m:. the ::.ﬁ:ﬁ T:.,.:..:E
agencies can also assist in accessing and Interpreting
this information were easily conve ..ca, the governmenty) Websiteg
the whole, be expected to be .,:Bn:,.:—. However, the guide E_s.:; th
help of an “expert” is :ec%&. to mterpret the informaiey, 2«;:..5_. Nat the
website and others; thus it recommends consulting both
ombudsman and an advocacy group. Furthermore, cv::::_n :_7.: % bl
tion is just the start of a long process. The organization warns ur&:M.e:E,
beliefs that nursing homes without registered deficiencies have gy, 3
quality. /

Finally, after checking out the reputation of each fac
?o:m:_m:m friends, family, clergy, and others), (he represengy
recommended to visit the specific nursing homes under congiq
According to the guide, representatives should visjy
possible, take the time to sit and observe interaction, *
to get a full understanding of the life in the home™ (NCCNHR 2006; )
and visit homes a second and third time also during evening, .N._:_
weekends. The guide presents a list of issues to consider. For example,
there cheerful, respectful, pleasant, and warm interaction AMong s .Ea
residents?” ““Are there residents in physical restraints, . 3 Why?" {staff)
enjoy their work?”” This is ““the Scratch and Sniff test”: What is in the 40
Sniff! What is under the surface? Scratch! (NCCNHR 2002). Clearly, this i
unverifiable information and it is information that is hard 1o obtain ang
perhaps not possible to obtain for many prospective residents, If the
prospective residents are not very able themselves o obtain thi
information (had they been able, they might not need a home), each
person would need a personal assistant to undertake the investigation,

Even for healthy representatives such an investigation is challenging, in
terms of the knowledge required to understand the system and time
Family or other representatives may have neither sufficie
the human and material resources 1o exercise
choice on behalf of the service recipients,

_.L_:: :
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LIMITED CONSUMER SOVEREIGNTY
AND PUBLIC MONITORING

One justification for public monitoring is service recipients’ lack of medicl
expertise. When recipients have limited consumer sovereignty, there we
additional reasons for public involvement, Two of these reasons |
already been discussed: some recipients do not have a representative
in cases where there are representatives, they may have less inforn
about quality than the recipients since they themselves do not experienc
the service, A third reason for public involvement is that those who act s
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(atives are not as eager to represent the interests of the recipient as
represer’ ¢ herself would have been ?ﬁ she not been incapacitated. This
fundamental incentive problem in the monitoring of services to
is the s with limited consumer sovereignty. Though it applies cqually 1o
ndividuals representatives as well as public regulatory agencies, the
Al o:.a_mm_”m.n:mm._o: concerns public monitoring specifically.
following & ilable to recipients with weak consumer sovercignty are
Seryics .sﬁ regulated and monitored in Western countries. Public
ﬂuwnu__.v. _:m_« Wa been set up in many countries both to certify professionals
m_ﬁmazoﬂm— ,No_. nizations and to monitor actual service delivery. In the
and provx n_,m wmﬂn_.w_ agencies share the responsibility for monitoring
Us, state wbnm In practice, the states have the primary responsibility for
nursing :o:_c_.m.,msm homes and enforcing regulatory requirements. Mon-
.Sm_u.na.._sm .M» dures include the surveillance of homes through visits,
itonng vMON roximately on an annual basis; registering and investigating
conducte %WB atients or their representatives; and taking measures to
umpa li mpwsawam in homes where these have been violated. The
i e S and Medicaid Services (CMS) is the federal
Centers for Medicare : of each state's survey
regulatory agency that monitors p.rn petiomnanice f federally set
d is also directly responsible for the a:mo_.moaﬁ.: of fec y |
i o dards. (Medicare and Medicaid are the two main public funding
e m§=. En.. US.) The ultimate appointed monitor, an agency Eﬁ.
B ] :~= th O,.;m and state agencies, is the US General >n,8====n
oversees bo Gl 5 th rts to which I will refer below.
Office (US GAO), which produces the o 5 i Al el also have
And finally, in practice, non-public w:..m&ﬁd. .msn PJE% s .3::5.
important monitoring functions. This is an issue to W

The incentive problem

itori 3 incipal-agent
Jean Tirole (1986) models :_:a.._uu.:.e. Eo::c_._s,ma H“n»mo_“”an Mn,vm..:.
problem. In Tirole's model the v:.—n__uu__.w: o.._m. n“_uva S et heaelt
hires an outside monitor (a “‘supervisor”) .Jp.»wm;w ks ease 816 Table 1.
possess sufficient information to nﬁ_?u:,, qua E...ﬁo._:?..m. since only the
Outside monitors can never rw given perfect _oﬁ {he problem s that the
principal benefits from high quality. The p..»mm:n_w 4. The central question in
supervisor's monitoring efforts Q._::c:x 0_5071.— #m:vn_ can use available
the principalagent literature is how :._ y _uno::.pn_u.. If dissatisfied with
information to optimally design and Ec_.__.pm: rovider or a supervisor), the
the agent (whether the agent is .::. v.n._&?. _ﬂ the contract by taking .En
principal may use voice (including c:.i.ﬁ.:ﬂ: that sense, the —.J_.EE_
agent to court) or terminate the contrac .,.Eca. n contrast, individuals
monitors the supervisor and the service v_.o__‘:.e the general competence
with limited consumer sovercignty do w_.wmwe.nic:... outside monitors have
required to monitor contracts in this way.
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weaker incentives 1o _::::c_..mman». .ﬂqms.wwn”” :__:wd €onsume
is limited than when a _voc_‘:. informed but able recipient hires
AS»,_” ,w“_.%. being S:m_.. n _E:ma:._mq mr..».: .:F..
imperfections, the incentive problem in monitoring is me;, wh
the primary _x.zcma._m:?, of a service _r.:». limited CONsumey en
than when the recipients are :..2,0:. poorly _:mc._,:Zi. _.;::_:%::__4 al
is not equal, since compared with case .w. ::.q..u _m._n% ::,o::u:c: u._,w_,_ﬁ._
to outsiders when consumer sovereignty is M_::Fi, The m.ﬁ:._ b
information deficit, the more unobservable E.c::oz,sn efforys iy T .._:.
1o assess quality, and thus the greater are incentive Problems i, a__“___ww._a
itoring. c
::4.4:“ _z.mﬂc,.n.zzsnz— spent nearly USS$300 million on quality sypy,
(the certification and survey process) of nursing homes iy, 1998 (yy;
States General Accounting Office [US GAO] 1999a). Even 50, the Ug m_..Ed
finds that the data collected probably understate the extent of ghe .ﬂ E_»o
problems. Data based on self-reporting by .._S ::.wm:m homes n.m,,_n. ___:.,
question of credibility. For example, US nursing homes haye been foung __.M

exaggerate their true staffing levels, illustrating the Problem of hardg
. o
observe quality.

Same

:_m:nn

Failures in monitoring

A number of reports from the US GAO find public surveillance practice in
the US to be faulty. Tirole's (1986) three-party, ts‘sn:ﬁ_.}_énizcv
model is a useful starting point for ::m»..?:.:&:m failures in monit
The productive agent’s effort is unobservable, m_:_a:x:
employed by the principal may detect it with some
principal monitors the supervisor. This multi-tier principal-agent problen
should not merely be understood as the combination of two principal-agen
relationships. The reason is that the two parties with superior informaton,
the supervisor and the agent, may collude.

Sociological literature (referenced by Tirole [1986)) describes comn
forms of collusive behavior in organizations. US GAO points 1o {
public surveillance that resemble these descriptions of collusion: Fin,
serious observed deficiencies are not always reported, and there are oo fey
(sometimes no) unexpected visits by state surveyors to nursing home
Second, regarding complaint investigation, some states have procedures
that “may discourage the public from filing a complaint,” and some states
fail to investigate complaints promptly or properly.

agent
oring,
a wﬂ;v—.:_l‘:.
probability, Ty,

ailures iy

C

5:.(3:&:5. we found several instances in which, after an extended
delay, the complaint investigators substantiated that residents had
been harmed and other ¢

ases in which the state was unable ©
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e whether the allegations were true partly because so
%s::u:_:n had elapsed since the complaint was received. (US GAO
ti
:-cﬁn..

1999b: 6)

es not always take actions required to enforce quality. The US
state do the need for strengthening the enforcement of quality
GAO points " ite sustained efforts to improve such enforcement, these
sandards OMW“ though some improvements have been achieved (US
e v«—: quo_n (1986), as in theoretical principal-agent relationships
i wcowv._b rincipal enforces the contract. When the supervisor is a
1o m%na_. 1 pnov. agency, the supervisor is also responsible for enforce-
Ec:nx e Jo:n way of colluding with the agent is through weak
e :nsnamw asons to collude are not necessarily monetary, explicit, or
%8_.23@:”. n_.. might be in the monitors’ own interest not to detect sub-
ek %__cn_uﬁ..m.__aw could be compromised by such information; surveyors
i 7 Q:M explain why they had not detected it earlier.
wugs e ies in the mzi\.nw:»rnn of nursing homes are not in themselves
ﬂmaam Mﬂn roblems caused by limited consumer sovereignty. A third-party
s n»:ﬂon be given perfect incentives to monitor, whatever the reason
MMMMMM@SE the Eosmpolsm. In ..H,ﬁo_m A~w”mw._vw.pﬂwﬁwn__mﬂ_nmum”%”ﬁ..mm
ic information. At first sight, it may appea Y ;
”ﬂgﬁﬁwﬂuﬁs model of third-party m__cn.a&o.:.w m_..;dcm.:_ﬁ._”_w_“”"n”wmm h._“
i in monitoring when service recipients hav e
MH“M”M_W—H\ Ioime.n_,.maa.:z?:m :..n. v_.oz.w:. of ,Q.u_:—__“..ﬂﬁ”_._g_mw”””_.”ﬂ”
the inability of recipients to act in their own interestis :.o_uo o oy
about the degree of incentive problems but also abov
monitoring may fail.

The

Weak voices

G iy ms
Limited consumer sovereignty gives rise to other _é»,nohzn_““___».ﬂ, M.S.MM%.
not evident in case 3, notably Z_Um.:.,:.?q.a azu_i. .c_».qo. _E—_._s. peoblcnts
Therefore, policy implications also differ. The __..o,“..,,wez—:w_, ria iy
concerning experience goods are uc:u.”. mma ,_om AM%m._ i rapar ek
concern for public regulators (see US C>.O T. symmetric information
problems in the US). According to Jean .H:.c_.n.mr_&ﬂ :mprove welfare by
underlies the quality issue: “The n..u,_e::_.—n:_». .:mxme :3_. However, the
subsidizing the acquisition of mac::u.:c: qﬁp _.:_.32. s ot redse
policy challenge for experience goods _._._c__rm_w. cqulation is the reverse
the information costs. A critical challenge in pu :e q NME_ from recipients
information flow, from recipients to qc_:..,.ww._:._c,h_w:e (the democratic
and  representatives to  regulators and il -ﬂa more common case 1
constituency). Clearly, this is more n?.:ﬁ.:m_“,m ients who do not have
is, that is, the larger the number of recip
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o esentatives who may inform no....a..::_n._:s_ monitors
Fepr tances of substandard quality.
about _=M_.. p n..».%wa:r,. weak voices, monitors may noy Teceive
_wan.._”_ p.: 5,:.n or long-lasting instances of substandarq car
vy Al 8 s may be unaware of their own ignorance.
more, MONitors may ; i
analyses typically ignore this problem. ‘EF principal-age
—_rﬁ\_:n outcome space and the 13..#-??% of each outcome
The principal therefore has Very precise .r:cs._..,.amﬁ.. w_uc:— the
hat i missing. This m.?“a:. simplifies ;,.n aon_m_o: Probley, i
principal but :.,.n;_av__mnw.:ﬁ 5.,“ Eo:,w“*o::m task in r:_su:%:“_s
provision. An _:__unl.n.n.:. _:wc:_F . outsider, not underg, e
complexity of a %nn_.mn service, may :2. be able 1o
informed she is even if she can verify the information t
access. Consequently, a monitor might be unable to detect whe € hyg
information is insufficient or make proper use of the informag
Such an inadequacy on the part of the monitor may occyy becay ?
monitor lacks relevant professional skills or basic human m:m.mn___.“n the
experiences, has never ovm%_a.nn_ the service situations, o has :HH d
identified with the recipient. L
The public availability of information about quality is g great pp
challenge. Both regulation and much of long-term care re c::ﬂnv ey
rely on invalidated and often highly incomplete data for quality, \ :ﬂ___,
Davis (1991) illustrates this in his review of US literature on ::::.n. A
quality. This literature “consists of a morass of findings thy are
inconsistent due to disparate methods of defining and measuring
(Davis 1991: 130). However, this problem is not specific to the
notes, quality is an elusive concept. I have already mentioned
of misreporting. A more subtle but important problem is that (e publi
available data about quality is predominantly derived from _a__a_.,:.
measures of quality. As I have previously argued, ::::x._c_e qQuality i
important in long-term care, in particular for (hose With a profoyg
incapacity to self-care. The strong emphasis on standardizeq or tangi
quality measures may help circumvent the problem of subjective ?AE:,: 0,
but it may also produce invalid quality indicators; that is, the ind
not measure what they are intended to measure (Brite Slagsvold 1995,
Standardized quality measures are based on characteristics that are ey
registered and often naturally quantifiable, They are partial measures, ¢
representing some dimensions of quality. For example, a choice of dinner
menu is a positive though :.2::7:.:. measure of the quality dimension
“autonomy," Constructing an index of this and other tangible measures on
autonomy - for example, restrictions on alcohol consumption or I
representation — s still likely to result in an incomplete measure of res
autonomy. Moreover, standardized measures may only indicate rather tha
represent good quality. For example, low consumption of sedatives has
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d as an indicator, taken to reflect or indic
bee Am_sm@o_n— 1998). When patients receive good care ang feel well
__a._nnm fewer sedatives. However, the actual consumption of wﬁ_m::;.
necessarily reflect the need for sedatives, as nursing homes —:,.p‘
ch or too little sedatives relative 1o patients’ need. .,_:z.cfmﬂ,
Cfactors than service n:u:&. affect patients’ need for medication,
othe study the validity of so-called standardized (and iy, fact, tangible)
.?. Bmmmcnnm' Slagsvold (1998) assessed nincteen Norwegian nursing
%s__s_sﬂ_, ds both by a broad set of standardized qu

Ate a caning and warm

they I

o ; fend ality measures and by
icipant observation by two vmxnro_cm;s. Validity seemed 1o he
wn_ dicularly problematic for intangible quality dimensions such as the

3...‘:omciw_ aspects o.m care. While 92“». was a high correlation between
the two psychologists ..:%v»:%.: rating of each quality
Slagsvold's ..4.53. allowing the ..,...:&, :W mmrn.z_nmn. ratings as an accurate
representation of the .nowwnmﬂo:a._zm au_..__Q a:_.osm_oz...,. these ratings had a
sero or slightly .:om..::n ncﬂn_wzc_._ with the v.sm,%&:_z_ measures on all
quality dimensions on vmw‘n._cwom_u_ aspects A.m_.mmﬂ.c:_ 1998). Assessing
Australian nursing :n.::o inspections, Ann Jenkins and John Braithwaite
(1993) found discretionary judgment to be important for the consistent
evaluation of quality dimensions by different inspectors,

When either the management or monitoring authorities apply inade-
quate quality measures as governance tools, the guidelines and incentives
for how care should be provided are distorted, First, standardized measures
may cause multitasking problems: caregivers try to perform well only with
regard to those aspects of care that affect the measures (Bengt Holmstrom
and Paul Milgrom 1991). ““In my area, if we specify clearly their employee
evaluation criteria, they won't do anything clse” (US nursing home staff
member quoted in Braithwaite [1993: 41)). Moreover, if these measures are
only indicative of quality, rather than actually representing quality,
resources may be wasted on targets that are irrelevant or even destructive
for quality. Simply reducing the use of sedatives in order to conform to
quality standards does not make the environment more caring. (The
indicator is intended to pick up the reverse causality.) Going by the book™
may (wist priorities and distort social processes (Slagsvold 1998). For
example, Slagsvold found that the best-functioning ward in the study was
closed because it did not fulfill the quality standards of the International
Standards Organization. ey

Braithwaite (1993) argues that the key problem in the public monitoring
of US nursing homes is not weak enforcement, at least not in relative terms.

American nursing home enforcement is the toughest in the .s.c,;m ..:a.
tougher than most other areas of business regulation in 4:.0 rm‘ The US
government makes comprehensive efforts to gather information ..&....m_
nursing homes and their compliance with the _,.=<.. _.= E.nc_..r.:_a” wi .~

regulatory requirements, nursing home inspectors visit almost all homes
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annually (in twelve to fifteen E.o._:r EF. :.._3.. 4 practice
annually \ regulatory settings. The problem of US
wan Mm_,”—q:::u,_:... the providers going along with instj
frat @ hieving regulatory goals while not actually
Mm”._dw_.“._%m A.w_.u:?é:e :E.wv. .‘wnno&_%m M.. wnw:._:é:n :.,.cwr s
regulation has to a large n..ﬁn_z M.o=5 :.?_ .._c this Problem 4 n Olic
home is usually checked for n:w:_u _E.H.n with umm.ﬁn Stangy
The result may be .u U:R&SE:N._E.E of care Provisioy anq .
overemphasis on tangible care aspects or aspects that are an
a hindrance to 5&5.&::52_. care. ,J:w regulatory pra
room for discretionary mﬁ_.:mccsm _V.«.. either the care Providers Or the
surveyors. An overemphasis on tangible Aspects may alsg underpyin
motivation of care workers; formal requirements EE are pe
_::ZaBuan may crowd out workers mn::.:n. motiva

(Bruno S. Frey 1992). Furthermore, the a_n,B__an.- do
that each US home must .En: manage, .u_o:m with strict phy;
requirements, such as v.,:cmc_E.F Szm_.. fire ms_._n_u_im..:?,n
economies of scale in the __z_ﬁc..w,. This has resulted in
nursing home facilities 58».5..?: is 8::.:03 in o:.,e
corporate chains. Large m,,n___:nw. for-profit cs..wc_wr_v. and chajy, affil
are all factors commonly found to reduce quality (see for exam
and Braithwaite [1993]; Charlene Iu....;dm-o:. David N::::.::ES. Sari
L. Karon, James Robinson, and Patricia Beute] [2000]; anq n?:_g_,“
Harrington, Steffie Woolhandler, Joseph Mullan, Helen Carrillo, and Dy
U. Himmelstein [2001]). ' :

Although US nursing home Emz_u:ow_ 15 very comprehensive
compared with other 8::52..9.” ,a:”“__a,. problems are p lesg Serioy
(Braithwaite 1993). In fact, the little indicative evidence there s oy s
country differences, for example on the use of physical constraings, suggests
the opposite to be true. For instance, there are indications of much more
grave abuse of residents in US nursing homes (see Braithwaite 1993: 15,
The US nursing home sector therefore illustrates that (e ince
problem in monitoring may take many forms. Even whe
(quality requirements, information mu_:::.m:n.
comprehensive, the efficacy of the system
outcomes can rightly be questioned.,
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POLICY IMPLICATIONS

In the human

wvices, when quality-effective de
standard quality is a public concern,
public policies 5o as to counter the
the previous discussion, T focus only
for nursing home providers to impr

mand is low and sy
how should the government design
intrinsic quality problems? In line vith
on measures that increase the presaure

‘ove the quality of their services
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Increasing the pressure for c»:a_..c_s_ma, services

- for ways of improving social outcomes, €conomists tend 1o
%E:.m.am conuibuting to more marketlike interacion If
focts on vo:mﬁr?snno:m:m markets can be eliminated, this may he
r, when consumer sovereignty is limited, the nability of
Howeve wozm_q choose the best price-quality oplion is an integral
5 - nmm the services with which this essay is concerned, }
MW solutions, rather than only searching for arrangements
look 10 market-like mechanisms, a better idea would be to focus
that vnoucaw.mmmaw_n outcomes and following that, identify arrangements
girectly on oximate those outcomes. Such arrangements may or may
( can appr arket mechanisms, such as free consumer choice. One
pot En_sﬂwn H__d”mu. search is to look for arrangements that increase quality-
giideline in = didier directly or by increasing the efficiency in outside
effective MMBO:n. way to characterize these arrangements is the following
nitoring. §

Serious
a good

mo!

iypology:

1) Those that enhance ,.omn.a . !

9) Those that enhance an 5?::2.* a:.o_nn. of ?os._,.q. = .

% Those that facilitate outside monitoring by groups or ___.a:z_:u_z ,..E_.
: a strong commitment to high quality and with a capacity 10 monitor

Arangements that enhance voice

Voice is usually the main — and sometimes the only - 2__,._::1,““”9%”
s ome
information flow from the recipients : s s "
Bt St T o oot et
F ing to public monitors) and at the Kua evel e Y
.,_,MH”“zr.._qe wmx:_v. dedicated, there is a potential —E.i,_.w“w:_i_”m%_,_“_ﬁ%“
facilitating voice. Care workers A..;. well as _,ecqnmn__w.—r___::_c sespoasibilis
and understand the individual being served to za—_ Seaitials I
they are given. User organizations, rescarchers, .._=q v‘:&mm:s_m Ry
for “‘consumer direction" in long-term care, but M:‘ :..9. b David M. Réa
weak voices, using voice is no easy E.,,,r. _= .__F. n.”wﬁ MW i s
(2005), individuals with learning azug_:_n.,. :wi o b GO
views, but the researchers spent two years E..E.:.:wz 's study depended
build trust and familiarity. Moreover, — e E»,.D M_“e.:».n_..n.,-& for effective
on their caregivers (and in the interviews, ﬁm:‘ ._q__.o_,._:...:c:. notably what
communication. The interviews did reveal e .n_v + that workers said. they
services users felt were missing from the care bu

were a_omzn.:
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Complaint procedures must take into nnno.:_: the mo;c:
the recipients. Procedures should .?n :.n.:.r._‘—.cu,.:“ m:s_w_c
difficult to manipulate by the vqos%q. or shirking Monitory, Care zm% -
also be taken to reduce .Sn. vo..oa.cm_ wcq retaliation, whic, .:x.._E
considerable, particularly ..: institutionalized care. In ::i:n _:w be
patients or their R._uqaundmu:«nu may be less reluctant pmv Voice nc_:v_azsgﬁ_
a group rather than mna_,.i:w__ws For nz.\::v._w. .w meeting may be A
with external public :..c::oa. m..:n_ politicians, whg the
communicate the view of :F.. recipients to the home Manage

Limited consumer sovereignty violates a very basic
economic theory, namely that of mz:o:o::.é agen
retaliation and their dependency on caregivers for commeg,
tion merely illustrate this problem . Lack of autonomy meang that Congy, lca.
choice and voice at the mz&sac.u_ level must be un a.,._.ﬁcoa. ”5.
implemented in a different way than in _.:n wn:am.a case of fully .,9.215
consumers, In particular, the use of exit u:.a voice optiong by Zivwon:
with involved representatives may rs,.n. negative or positiye effects o o:..E
more vulnerable recipients, those highly dependent And withe,, § cr
representation. A _:_v.:n policy objective should _u.,” 0 facilitage N_E,.M__h.ne_“
with positive externalities u:@ reduce or offset negative eXternalities, Voic
often has positive externalities: for nxm:.m_n. the 5 ¢
representatives ina nursing home may improve y,
workers” attitude and thus benefit all patients, This
quality being at least partly no__nnme.n.s,:rms a :.an.
is, quality is the same for all patents within a home) i Cotmmoy
assumption in the nursing home literature that uses forma) economi
models. The stronger collective quality elements a service has, the B,
are the positive externalities from ,.cmaa.. The ombudsman institutioy, can e
Jjustified on these grounds. Assisting individuals i, nc_:v_a_: _Exn&s

reduces private voice costs, which is socially efficient given the Positive
externalities,

™ in tu

waszdvcc 4
s n
8. Recipieng . 0

p
effectiye At of

Arrangements that enhance choice

The sandard way of thinking about consume
central tool for creating an aggregs
Christine E. Bishop [1988], Gertle
Edward C. Norton [2000]).

When limited consumer sovereignty ¢
it does so in part through weakening market pressur
Reputation may give firms incentive for quality eve
poorly informed (Benjamin Klein and Ke
incentives are not strong when reci
consumer choice may haye

v choice in e Onomics i (he
e pressure for quality (for ¢

Xample,
r [1989], John A. N

yman [1989], and
auses low quality-effective demand,
es for Quality,
Nl consumers are
ith B, Leffler 1981)," hut such
pients have truly weak voices, Morcover,
adverse cffects, for example
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7. wev_&mn:Saﬁ.m mc.u:”r for home
m% a negative externality on those wiy
?nﬁ»..n in scarce supply, the later groy
fher” ood :canm%a less attractive nursing homes, Moreover, quality in

(o come n_v, ly to improve, while quality in Poor homes deterior
el hixe v\og quality homes have fewer patients with cq,
n is %Nm:wnn are, therefore, fewer watchdogs in the o
(atives- al monitoring. Public monitoring could counte
d s:n_,:mqo_: consumer choice by moﬁa:_m in part
v effects nitoring problematic homes,

' fying and B.Nn in services with limited consumer
umer nrﬁww&{aﬁ: right, particularly in services wh
rw”mr.n. and consequently recipients are highly dependent on
Y compre ided. Nursing homes and other forms of institutionalized care
e @re vn_ow.— The possibility of exit also strengthens voice since retaliation
%Quamnam ; threatening, and ,Ls.na in response to a threat of exit, the
Kﬁm may become more attentive to voice.

va—

s AE_&

" earch 1P

s with good Quality,
hout Tepresentation,
1P of patients i more

riorates,
mmittec
mes that
ract these
icular on

sovereignty s
ere the care is

Facilitating the oulside monitoring by able groups or individuals

ing the institutional design of consumer choice and voice channels is
e for strengthening individual rights and quality-effective demand,
ma?.u:u.:ﬂ oM eliminate the necessity of outside monitoring as the =E5.En
s 1ality. Given the fundamental incentive problem in outside
mE_.m.::a.e - pw&m.w.ss_ measures  must complement institutionalized
mpior s vv. the authorities. It is particularly important to reduce
i nvo,ﬂ,ﬁ for the public and for groups §..5 a particular
“ﬂ_“__w_”homa to monitor quality. A key Moa_arnq.n nuznﬂmwﬁhnm.
ic societies recognize the virtues of making informal DU
c”._m_ﬂ__mmmza“nwsmozzwnom: gathering, .w_:.o.:w_. practice varies EMHM
_.9__.52. The US is comparably good in this respect. .dﬁ sdwww e
M:._ﬂ_n has been facilitated by easy access to mww__w _”_.hmzwcai_rsnn.
certified nursing homes and the many _‘ﬁvc:m w :..Ma ———
Such information allows others — journalists, _.o..vn_u.-.n m.:.aa i
dtizens — to monitor service providers .Ea ?_Ez. ) uuﬁu: st Tl
Community services are generally easier 0 .:..o::o_”% <
within :;—._E.ao:m, particularly large _:m:ﬁ_:owﬂw Sm ing Goffman (1961).
the rest of society, as described in the n_n.aa _n.v— ¥ Jain why larger nursing
Therefore, there is less 5:%&3:.@. z-._ n.: _ﬂ..._wmnwm,: smaller homes.
homes appear to have more quality La:a._n:w ~ ecific groups. For most
Another issue is to facilitate monitoring ,o%_maaa with both astrong
recipients, individually or as a group, Sn_.w u_-M to monitor. Many of those
commitment to high quality and S.a n..%._ﬂ q....ﬂ.iw better informed than
with a strong commitment are also in some
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the service provider. Monitoring may therefore also ¢
the service provider to improve service quality,

Family and past and present service recipients are
resource, for example through interest group Organizatio,
enabling these organizations to ::::,_c_, providers and xc,_.,..
monitors can be very important _c.q the fulfillment of quality vr._:»
represent substanual efficiency gains. At an individug] level :
resources across recipients lead to differences in qQuality-e
those with greater personal or family resources are beey
of their interests. Involvement that goes through cole
contribute 1o even out such differences, so those re
personal resources are those _x.:nm::m the
ing action.

The ombudsman’s institution is another collective
recipients, representatives, and concerned others, The

niaj
tai ﬁccux._‘..::: Wi
h
an Mportay, COllggr:
c—.nmﬂa
iy,
lard .
» differ,
ffectiye den,
.:Zn 1o 1)
! m-:d l::::._,
Cipients

With ),
most from collectiye

,..Cmp,

2 e Ombuggyy,.

not only provide assistance and advice in Individual cxge, _E_d..: doeg
: PO $ faie

spokesman toward the authorities for groups of recipients in _:w alsp 4
1 Allery

general interest. Aery of

Collective monitoring may be very valuable,
directly affected by the service themselves can have 4 st
commitment to high quality, for example, because they
nterest or identify with the individuals affected by the seryi ce. Fo
senior citizens constitute a resourceful 8roup as monitors of
term care: they have time and competence (they are doctors,
lawyers), and those who want to devote their time to ensurin
of elderly care services are likely to have a strong ide
dependent elderly because they know that they
these services in a few years or have frie
long-term care recipients.

G_‘c:_: or indiy
S Or in a
ividyg) not
_ ng Mory|
ave y COmmgy,
v... ax::__v_c.
eriatric _czn.
urses, and
suting high Quality
ntification with :c__y
may become a.._x._z_c_z on
nds, Spouses, or relatives who gy
are

SERVICES WITH LOW DC‘)_._._.<._..._.,_.‘_wﬁ._._<_... DEMAND

The preceding section discussed implications for policy of Joy
cffective demand. Focusing on geriatric nurs ing homes, one
ignored, that of identifying services where quality problems may be severe
due 1o low quality-effective demand. Most people have had 4 Inend g
relative in a nursing home or know someone who has, Everyone knows that
in old age, one may end up in a home, For these

reasons, the genery) public
is concerned with nursing home quality, and we may learn about problems

of substandard care through visits 1o a home, personal acquaintane ey, and
the media.

For some other services, serious quality problems may not be known o
the public, and hence there may not be a political pressure o improve
conditions. Individuals with limited consumer sovereignty have weak voices,

Qualiy.
Problem yy
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TH

. s also weak, the group is small and socially m
. Sc.on.. sneratic, severe problems of substandard qQuality may no
_:.“._Emr_._ﬂc.w:wmin care, care of the intellectually disabled, anq
o ; .nww for children are examples. The gap between the exgeny
¥ ctive un?w_n:.m perceived by the public and actual problems of syb.
o ?‘M may be substantial, and the gap may be greater in these
- nursing homes.

arginal, and

CONCLUSION

human service recipients are dependents, due to age, illness,
uQ 0 fany of them have insufficient resources to enforce their right
a&&v.__i. w van. they have low quality-effective demand. Recurrent
w ﬁ_cw__Q Mmsvm.b.:aba care are evident in psychiatric care; health and
ﬁazn:_., o_o children, the elderly, and the intellectually disabled; and less
social €ATE lementary education.
fequenty, € rm care service, geriatric nursing homes in Western nations,
On _osmMns as a case. In economics, the weak position of nursing home
B %sus_sn_.m is often seen as a problem of asymmetric information;
e o d their representatives) have less information to judge quality
E%:.m ?:. e providers. In models of asymmetric information, consumers
tpan s —uon sovereignty, meaning that all individuals have equally
ke 211 mn..:mca king competence. When the consumer cannot judge
__ﬁ:. ann_m_o_““mw_ m.M:Bom this is only because the consumer lacks some
esh_%_.m m“us._mamn required to judge quality, for »_SEEM. 5@.81 ﬁv_._w”“”.
i i ions taken by the provider. Nursing or
or information about the actions :._, ! mr i Jeciban aking
?EE_G. g v_.oEnE.. rc:,c«:_ —u_ w.. R.—_ mental, or social capacities to
stence. They have insufficient physical, ner D
8—3 v._,,“”M Hawvmfoa_ interests, so :z,.v. have _==_. :..1 nwswc.au .“ 6“ M:.__.MH”r
ra.w.aﬂn aper has aimed to show how this general 52?5... :, _.__a:. %@a:a
%...,.E.W demand. Individuals with limited .BEE.MMH.%M_MM o sl
on others to represent their interests. .—.Zw %E_ﬁ ki thr copaill
effective demand arise from this nnvasania. =M .:..:a nliis, Areide
1o monitor, such as individual representatives u:_ amr. s ke pensorial
the beneficiaries of the service and therefore 7“. ® el ik wolces
incentives to monitor quality. waao.:_...wa.m__ncc_: experience d gE.._E..
recipients cannot adequately inform od.._.u_ s..:m public monitors t© aw___.cm
making it more difficult for ..%..n%:ﬁ:ﬂ,“ problem in the monitoring .ﬁ_u.
quality. Both factors m:nngmn. En.__..nw_“,: S e R&E.,._:.,. m._”. ._”H.::&
service quality compared with a .m._M_.ww_ failure in the _Ev.__n regu u___ LS
poorly informed. An almost :.::._v..._z.m,.:ﬁ_ and often highly __,-M..M.v__.nss
nursing homes is the ..»..:u:?. c___, __q_: uality  dimensions that
dalni-fors gualiy; portc ..__..q.—w orchosocial qualiy
themselves experience, such as ps)
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The extent to which limited ﬂ.osw:_q,.nn.waw,.ﬂ.qwxzﬁ.«. causes o, quag
ive demand varies from service to service. Itdepends o, how tor ty-
e=.a ke cipients to have a representative, the Fepresentagiye. o :5.:
it e .M,.om,:e the interest of the recipient, and the a:.mn:_a_ o*.:_n_”:::.
:E__r:_.mmn..: r-:.::: 33.8_::ng_:u_ﬁnn5%395_:.. N:Q
S,r...

Kari H. Eika, Department of Economics, Q.:.S.;&_
Box 1095, Blindern Oslo

NOTES

' 1 use “verifiability” the way it is —wﬂi‘ in economic contract t}
verifiable if it is possible to specify in a contract ..7559:
dimensions of quality. Furthermore, these En.:n_..v._o:.m mus P
varties. Such cases are only Smn: to court if litigation is :nn.._oa tc % =~
ME::.:. The court also settles issues c:: Em not clear-cut verifiable x.:“.
Disputes and the need for a court ruling arise because the TS or g,
information available are E:!m:o:u. M)

For case of exposition, the service reapient s assumed (o be g et
It should be noted that the scarce _._R.BES that uses the 5...1 “limiteq co
sovereignty” does not appear to be in agreement on its ap

Soonman Kwon (2001) and Peter Kooreman and Henrigte prag (2007).
often do not make clear precisely what 93. mean by the term,

The term “low quality-effective demand” is .:ﬁ—.:..nn by Keynes's notion of effective
demand”. 1 thank Alice Amsden for Emm&::m. ::.m term,

In the absence of fully effective outside monitoring, low Quality-effeciye demang
results in an entilement failure but of a different kind than thay known i the
literature and inuoduced by Amartya Sen (1982). The lauer refers situations in
which, given their wealth and 12&:2?.... resources, people are ney legally engy e
(through production or trade) to a sufficient amount of 2 basic Commadity (faod).
Low quality-cffective demand, on the other hand, refers 1o he inability of g0
individual 10 realize her legally established entilements or the quality level 1, B
legal requirements are intended to ensure.,

One problem is self-serving biases (Linda Babcock
which may be particularly powerful to the exte
obliged o act as representative, For example,
patient may deceive herself into belie
age and other external factors, whe

€1y, Service i
Guality

Breat costs) all E_ﬁnw:w

t be observap, by \

) enfgr,

in iy,
ontract ¢

“ o

-

=

and George F, Loewenstein 19%97)
ntto which the close Kin feels ..::..__7.
a daughter (or son) of 4 nursing home
ving that her mother's low functioning iy dye 1o

nin fact it is caused by apathy and depression iy
response to the home's neglect of psychosocial quality, For (he daughier, 1he

alternatives 10 self-deception would be guilt and shame, in the cage that she di
nothing, or it may be lower income and career expectations and less time
children, among other conscquences, if she really took her advoc
A representative may reduce these personal costs [or the re ipi
provider change, the representative may help the recipient 1o
the new environment; in the case of exiting the market, the re
the recipient to move out of the nuising home

care; and in the case of voice, the representative may prevent retaliation by

monitoring care particularly well, In any case, there are personal costs that are bome
by the recipient or the E_._.Se:_.._:ﬁ..

for her own
acy vole seriougly,
entin the case of
amiliarize herself wiry
Presentative may enable
by providing or o1 Banizing domestic

7
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may be above the principal in a hierarchic
_.Enr of instances in which the agent i (e
.:a the supenvisor the judicial system™
i S

150
A uper

al strucqyre For example,
..O:H may

police .. the nncip;
(Tirole 198 90q) P the

oS A . th complex, sychological ani
%:Sw.. i g _uo«zel.:__ thoug i) m;. 4 mechanisy: see, fo
o %:E_SP__M“.,.: E. Jenni and George F. Loewenstein (10g7 ) and Deborah A ws._,_ﬂ
Qn_:%\._.w.qm« F. Loewenstein (2003),
and

: p ot y he two psychologi
n coefficient 7.?2.,: U Pss ORISES scores ryp ed from 0 7¢
0 The corre _w.M_M 1998: 297). These independent obserys S s

tional scores were taken 1o he
097 ﬁw_u__. valid on the basis of ”.i-:: we saw with our own eves” (Slagsvold 1908,
u%aa_“_ V_:n: high intercorrelations.
307) @

dy only concerned some aspects of the provided se
i ?n_m”_.:w:. in the care-management process.
involv

ic firm, taking into account thay reputatio
i A nom-myops : k-up on costs in the future, may
. .i:mw—:mv mark-up + May
maintat
quality today.

mice, specifically yser

- has value in terms of
refran from shirking on
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