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ABSTRACT

This chapter explores the ethical implications of
a reduction in information asymmetry between
health care providers and their patients. In many
human interactions, asymmetry of information
and experience typically raises ethical dilemmas
for the party with the greater degree of informa-
tion. This chapterillustrates thatitis the reduction
in information asymmetry that is raising ethical
dilemmas in dealing with medical issues. Under-
standing this phenomenon may assist in identify-
ing and managing future ethical quandaries that
may occur as Internet resources provide broad
access to information previously distributed only
to a subset of the population.

INTRODUCTION

Information asymmetry is an imbalance in the
information available to the parties in an interac-

tion. This situation is not atypical and can be con-
sidered the basis for many of our most meaningful
conversations. Human interactions would be far
less interesting if everyone knew and “shared”
the same thoughts, feelings, and discoveries at
all times. While information asymmetry makes
questions such as “How is the weather?”” and “How
was your day?” at least superficially interesting,
in numerous human interactions, asymmetry
of information and experience can raise ethical
dilemmas for the party with the greater degree
of information.

Significant academic research exists in the
area of information asymmetry (e.g., finance and
economics). The presumption of much of this re-
search is that market efficiency can be increased
by reducing the degree of asymmetry (Akerlof,
1970; Milgrom & Roberts, 2001; Payne, 2003).
Furthermore, it is commonly held that informa-
tion parity (or information access that moves the
parties towards this point) can be the linchpin
for the elimination of the ethical quandaries
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introduced by information asymmetry (Akerlof,
1970; Diamond, 1984; Hellwig, 2001).

In the field of medicine, for example, it is
clear that the physician has historically possessed
more information than the traditional patient.
This disparity has created a peculiar set of ethi-
cal issues for medical providers, based on their
fiduciary responsibility to their patients. As with
many relationships, the relationship between
caregiver and patient changes, however, as in-
formation asymmetry diminishes. Relaxing the
assumption that there is a significant difference
in the information available to the physician and
patient causes a new set of ethical issues to arise.
Inthe extreme case, information inversion exists:
the patient knows more about his or her condi-
tion than the attending medical personnel. The
anecdotes about doctors making poor patients
approach the status of urban myth (Porter, 1992).
This chapter focuses on these very issues: how do
the physician-patientrelationship and the resultant
ethical issues change as the patient’s information
disadvantage decreases.

This chapter examines the effects of changes
in technology and societal norms on the ethical
posture of practitioners in the medical profession.
Ethical, social, technical, and regulatory issues
associated with consumers’ increased access to
medical information are explored. Itis posited that
situations exist where a reduction in information
asymmetry does not lead to fewer, or less severe,
ethical dilemmas—itleads to more severe ethical
quandaries. This chapterillustrates a counterintui-
tive example to the presumption that increased
information parity enhances market efficiency and
diminishes the number of ethical quandaries in
the provision of medical care. While the chapter
seeks to illustrate a counterintuitive example and
the ethical dilemmas it raises, it does not purport
to provide a solution to these still evolving ethi-
cal issues.
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INFORMATION ASYMMETRY AND
ITS COSTS

Problems resulting from information asymmetry
are generally classified as either moral hazard or
adverse selection (Akerlof, 1970; Diamond, 1984;
Payne, 2003). Moral hazard problems are related
to the buyer’sinability to observe the actions taken
by the seller (Holmstrom, 1985). Adverse selec-
tion problems are related to the buyer’s inability
to observe either pertinent seller characteristics
or the contingencies under which the seller oper-
ates (Nayyar, 1990). Adverse selection can occur
in the medical environment due to the patient’s
inability to determine on an ex ante basis the
competence of the physician, the value of the
service, or its quality.

Given the existence of such problems, and
that they arise as a result of information asym-
metries, numerous strategies have arisen to at-
tempt to remedy or mitigate the effect of these
asymmetries. Several potential remedies (e.g.,
contingent contracts, certification, monitoring,
and reputation) exist for information asymme-
tries (Holmstrom, 1985; Nayyar, 1990). Each of
the mentioned remedies has its shortcomings. In
contingent contracts, for example, the capability
must exist to identify all relevant contingencies
prior to the enforcement of the contract.

Certifications only indicate an entity has
met some minimum standard of performance
or knowledge (as established by the certifying
authority). For certification to be of benefit, it
is necessary for the party with the information
paucity in a transaction to understand the nature
or quality of the certification or certifying agency
(Diamond, 1984; Hellwig, 2001). Further, some
certifying authorities may not make their criteria
for certification public knowledge (Diamond,
1984; Hellwig, 2001).

Monitoring introduces additional information
asymmetries between the monitor and the entity
being monitored. An agency problem can arise if
the party depending on the monitoring organiza-
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