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monitoring, while decision management should be 
responsible for initiation and implementation. That 
way, the management functions in the agency 
relationship are shared while the principal retains strict 
control of the decision-control function. In the health 
sector, health providers are agents of health 
maintenance organizations (HMOs) who act as the 
principal in the relationship. Due to self-interest, the 
HMOs prefer that physicians keep patient-care costs 
low, even when they know that qualitative treatments 
for patients' excellent healthcare results are often 
expensive. This opportunistic inclination of HMOs is of 
great concern to the patient.  

Potential unintended consequences of 
applying the theory 

Due to the imperfect nature of the markets, some 
of the predictions of agency theory have unintended 
consequences (Shleifer, 1997; Daily et al., 2003). 
Agency theory predicted that monitoring systems 
usage in contracts would increase. This may be 
challenging to implement holistically in health services 
due to the sensitive nature and variability of health 
outcomes among individuals and the system's 
structure. Instead, the agent would continue to toe the 
line of safety and assurance of payment through the 
widely used fee-for-service under the applicable 
Centre for Medicare and Medicaid Services (CMS), 
Health Maintenance Organizations (HMO,) or 
autonomous care systems. The implication for the 
professional services sector in low-cost incentives 
without a valid outcome measure would be a dilemma 
(Loughry, Misty, et al. 2006). Giving incentives to 
people is insufficient to get a task done; there is a 
need to confirm that the ability to do the job is not in 
doubt (Hillman & Dalziel, 2003). The outcome is 
positive when agents are incentivized conditionally 
with matching output expectations. Likewise, a risk-
averse physician would opt out of any outcome-based 
agency contract instead of a behavioral-based one. 
Clinicians might avoid highly-complicated and risky 
medical procedures if the compensations from those 
are outcome-dependent. Finally, social media, the 
Internet, and attendant online-based service delivery 
reviews have reduced the impact of information 
asymmetry. 
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