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Models of Health Care Rationing1 

Volker H. Schmidt 

 
Abstract 

 
The paper discusses and exemplifies three models of health care rationing observed in affluent, 

economically advanced countries. Its underlying premise is that no welfare system in the world 

can be exempted from any rationing whatsoever. This raises the question as to how the problem 

ought best to be resolved. But before thinking about normatively appealing answers it might be 

helpful to study how the problem is actually dealt with in the real world. For such a study brings 

to light several advantages and drawbacks of various rationing schemes which it would be hard to 

consider (even conceive) in the abstract alone, but whose knowledge may be highly relevant, 

perhaps indispensable, for the designation of adequate solutions. 

 

1. Introduction 

 
All welfare states must ration health care because no public system is able to finance the entire 

(theoretically boundless and largely supply-driven) demand for health care arising within such a 

system. The only system that could dispense with any rationing whatsoever would be a 

completely unregulated market in which the supply and demand for medical goods and services 

would be brought into equilibrium by the price mechanism, thus leaving no need for further 

selection. But a pure market system would have several undesirable (side-)effects, rendering it 

practically infeasible and leaving no alternative to at least some degree of public care provision. 

If there is no genuine (defensible and legitimate) alternative to a public health care 

system, and if within such a system it is at the same time inevitable to limit spending, then hard 

choices have to be made about how this ought to be done at all levels concerned. At the macro 

level, it has to be decided which amount of a given Gross Domestic Product (GDP) is to be used 

for medical purposes as against other societal concerns and interests. At the next lower meso 

level, it has to be decided how the medical budget as a whole is to be distributed among the 

various branches and sub-divisions within medicine. And finally, at the micro level of concrete 

                                                 

1 Revised and extended version of a paper presented at the 15th World Congress of Sociology, Brisbane, 
Australia, 7-13 July 2002. 
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physician-patient interaction it has to be decided who shall receive (or be denied) which kinds of 

treatment. 

 The present paper focuses on macro-level policies, but looks at some of their implications 

for the other two levels as well. It is divided into two main sections, followed by a brief 

conclusion. Drawing upon a widely used distinction between implicit and explicit rationing, 

section 2 outlines three models of rationing and exemplifies them with the systems found in (1) 

Germany (a public system predominantly following the implicit approach, based on clinical 

judgment and physician discretion), (2) Oregon in the United States (a public health care plan in a 

predominantly private environment and following an explicit approach by defining a given 

package of treatments covered), and (3) Singapore’s system of compulsory savings accounts and 

various government-backed or regulated insurance plans which ration explicitly through limiting 

the amount of funding to which individual subscribers are maximally entitled over the course of 

their lifetime.2  

 All three models have their advantages and (at times rather tragic) drawbacks. It seems, 

however, that they roughly represent and delineate the scope of available options for the 

designation of rationing policies in economically advanced countries. In the past, implicit 

rationing clearly was the predominant form. However, more recently pressures on the funding of 

health care systems have become so acute that a gradual move to (more) explicit rationing seems 

to be taking place in many countries. Given that explicit rationing is quite visible, it brings to the 

surface all kinds of ethical dilemmas, which, despite being no less prevalent in regimes of 

implicit rationing, can be more easily ignored (“escaped”) there. They are the subject of section 3, 

which discusses a number of theoretical and practical arguments for and against each model.  

 Ultimately, all health care systems have to decide how best to tackle these dilemmas. And 

since the option not to choose is unavailable, it is good to know what is on offer. For only then 

can one make a conscious choice, weigh the various pros and cons deliberately and determine 

which trade-offs appear most tolerable in a given socio-cultural environment. However, 

understanding the advantages and disadvantages of various models is only a first step in policy 

development and, especially, in policy implementation, which, if successful, has to overcome 

many practical difficulties. This problem cannot be adequately dealt with within the confines of 

                                                 

2 The three models are not mutually exclusive because each system contains some elements from either 
one or both of the others as well. They differ, however, in the relative weights they accord the various 
elements. For analytical purposes it is therefore useful to treat them as clear-cut alternatives, even 
though no pure models are found in the real world. 
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this paper. However, in the concluding section I will briefly touch upon it and suggest that it does 

not invalidate the perspective adopted here; not least because there are not only examples of 

failed policies and (at best) incremental reforms, but also of quite successful ones. 

 

2. Forms of Rationing 

 
Before turning to the models themselves, the meaning of the term “rationing” must be clarified 

because of its very different uses in the pertinent literature. Here, it is understood as referring to 

any policy which causes some patients to forego medically beneficial treatment within a 

collectively financed (insurance or tax-based) system of health care provision. This definition3 

excludes market allocation as a form of rationing. Instead, it considers rationing as diametrically 

opposed to the market principle. Rationing becomes necessary only when some goods – in the 

present case: certain forms of medical treatment – are taken off the market, when they are 

decommodified and offered to needy recipients regardless of their ability or willingness to pay. 

Once such decommodification takes place, however, rationing is inevitable because providing 

unrestricted (free or generously subsidized) access to all medically useful services would be 

unaffordable; according to calculations undertaken by health care economists, one could easily 

spend the entire GDP of a wealthy, industrialized nation on health care even after eliminating all 

waste (see Breyer and Kliemt, 1994).4 Public health care is therefore always limited health care, 

is care within the bounds of politically determined (and hence: medically arbitrary!) budget 

constraints. 5  But the limitations that exist are not always publicly acknowledged. This is 

especially true of countries that resort to implicit modes of rationing. 

                                                 

3 A fuller exposition and justification of this definition is given in Schmidt and Gutmann, 2002. 

4 This may seem an exaggerated, even fantastically high figure. Yet, in the light of other estimations, it 
still reflects a rather moderate assessment. For instance, Hall (1997: 11) cites a study according to which 
it would require “five-and-one-half times the French gross national product” to provide all French 
citizens with all medically beneficial treatment. For evident reasons, the French spend less than this on 
health care. They must be rationing. For some of the ways in which they are rationing, see Vassy, 2001. 

5 The essentially political nature of rationing is also (strongly) emphasized by Light and Hughes. 
However, while they are concerned primarily with the micro-politics of rationing “as a struggle over 
definitions, reflecting different situated interests and perspectives” (2001: 560), my objective in the 
present paper is to lay out an empirically founded (and illustrated) conceptual heuristics of rationing 
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2.1. Implicit or Bedside Rationing 

The country best known for a politics of implicit rationing is the United Kingdom (see the now 

classical study Aaron and Schwartz, 1984).6 This approach has been adopted in Germany too, but 

the fact that rationing takes place there has always been denied. Instead, policy makers and 

clinical practitioners alike claim that all needy patients are provided with the necessary care. 

Rationing is scorned, portrayed as something that can and must be prevented. For not only does it 

lead to medically unwarranted exclusions, it is also associated with a two-tier (or, as it is called 

there, two-class) system in which the wealthy are better cared for than the less well-off, and such 

social differentiation is considered unacceptable in egalitarian-minded Germany (see, e.g., Clade, 

1997). 

 But rhetoric and everyday realities are not easily reconciled. For one thing, the German 

system has always been a two-tier system. Subscription to a social insurance scheme is 

mandatory only for the lower income groups, and tenured public servants are even legally 

excluded from membership in such a scheme. So they have no choice but to buy insurance on the 

private market. Likewise, higher income groups are permitted to opt out and purchase private 

insurance. At least for younger and relatively healthy people, private insurance rates tend to be 

significantly lower. At the same time, the reimbursement that doctors can claim from private 

insurers is much higher than what they receive from social insurance schemes.7 Not surprisingly, 

this translates into better service for privately insured patients who are often given priority 

treatment (e.g., allowed to jump queues), are more thoroughly investigated, are more often 

                                                                                                                                                 
models which it is hoped can usefully complement normative reflections about appropriate rationing 
policies.   

6 Further important studies are Halper, 1989 and Klein et al., 1996; for more recent accounts see also 
Griffiths and Hughes, 1998, several papers in the 2001 special issue of Sociology of Health & Illness 
(vol. 23, no. 5) on rationing, Day, 2002, and Hunter, 2002. As especially the work of Griffiths and 
Hughes (1998) shows, reforms of the British NHS during the 1990s have made rationing slightly more 
explicit, or rather have partly shifted the rationing power from the providers of health care to the 
purchasing bodies (the district health authorities), which have found their own ways of making rationing 
decisions invisible.  Since the British case is well documented in the literature whereas very little is 
known about German rationing policies, the following focuses on the latter case.  

7 The terms social and public insurance are used interchangeably in this paper. 
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referred to reputable (and hence expensive) specialists, and receive better implants and tooth 

fillings.8 The list could be extended almost infinitely. 

 But not only has there always been a class difference between the public and private 

sectors, there can also be no doubt that rationing takes place within the public sector. Not every 

technically feasible treatment is made available to every medically indicated patient, and when 

treatment alternatives exist, doctors are urged to take cost considerations into account; in fact, 

they now even face (the possibility of) monetary penalties if they refuse to do so. As a result, less 

intensive care is offered or less time is spent on patients than would be medically optimal, and 

second best rather than first best medication or technology is provided. This is rationing by 

dilution. Next, there is rationing by (premature) termination. Patients are increasingly discharged 

earlier from hospital than desirable. This can significantly impair the recovery processes and also 

lead to higher rates of recidivism – thus actually raising treatment costs. A third form of rationing, 

rationing by rejection, is also becoming more widespread. Many hospitals refuse admission to 

emergency patients whose treatment costs are expected to be higher than the reimbursement they 

receive from the patients’ insurance plans, thus making them a financial liability. Instead of 

reserving some capacities for acute cases, beds in emergency wards are filled with elective and 

more lucrative patients who do not really belong there. Related to this, there is rationing by re-

directing: would-be patients are refused at the reception stage and sent to other settings which are 

purportedly better equipped to serve them but which may in fact deny them access as well. In 

order to improve output (i.e., “success”) rates, hospitals also increasingly give priority to less 

urgent over more needy patients whose prognosis is worse (but not hopeless). This could be 

called utilitarian rationing. It is driven primarily by efficiency concerns and can, when taken too 

far, subvert the very purpose of the treatment in question.9 Finally, there is rationing by delay. 

Waiting lists are becoming the norm in a widening scope of treatment areas due to a lack of 

equipment and/or (qualified) nurses and physicians. As a result, the patients’ conditions worsen; 

                                                 

8 A good description of the key structural components of the German health care system and their 
consequences for its everyday functioning is to be found in Alber, 1992.  

9 An example are premature organ transplants in patients who could well be kept alive for months or even 
years by conservative means, but whose transplantation improves a center’s survival statistics – and 
hence makes its performance appear better than that of (some of) its competitors (see Schmidt, 1998).  
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sometimes to the point where the treatment no longer makes any sense. In other cases, the 

patients die before it is their turn. Intended or not, both reduces costs.10 

 The form that rationing takes in these and numerous similar instances is implicit because 

the affected patients are not informed about their less than optimal treatment. Instead, they are led 

to believe that they receive the best possible treatment, with doctors resorting to all kinds of 

rationalizations to camouflage their rationing behavior. In other words, they offer medical reasons 

to justify decisions which are in fact motivated by economic considerations or constraints. Partly 

for the (presumed) comfort of the patients, partly for their own comfort, doctors deceive patients 

about the true grounds of their refusal (see Halper, 1989). One observer has aptly referred to such 

practices as “merciful lies” (see Gäfgen, 1985). Germans have long been oblivious to health care 

rationing and thought of it as a problem that might trouble other systems but not theirs. This is an 

illusion. 11  Recent research has provided ample evidence that German doctors face the same 

dilemmas as their colleagues in other parts of the world and deal with them in the same ways 

(e.g., Schmidt, 1996; Kuhlmann, 1998; Dietrich, Kliemt and Imhoff, 2002; Breyer, Kliemt and 

Thiele, 2002).12 

 
 
 
 
 
 
 
 
                                                 

10 The terms rationing by dilution, rationing by termination, and rationing by delay are borrowed from 
Klein (1997). Evidence for one or another of the above forms of rationing in the German health care 
system can be found in Schmidt, 1996, Krimmel, 1997, Kuhlmann, 1998, Rothgang, 1999, and Feicht, 
2002. 

11 One consequence of the “illusion of abundance”, from which many Germans suffered until recently, is 
that an open debate about health care reform and rationing is only just beginning. There are many 
reasons for the long denial of this unpleasant reality. They include an overrating of the country’s 
economic potency, an unwillingness to accept the reality of selection (a term which is thoroughly 
discredited in German public discourse due to the Holocaust experience), and a fear of electoral 
punishment for unpopular reforms by politicians. 

12 It is now increasingly recognized that rationing is a global problem affecting practically all health care 
systems in the world and from which no country is exempted (see, e.g., the chapters in Coulter and Ham, 
2000).  
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2.2. Explicit Rationing: Oregon’s Medicaid Program 
 
Oregon’s rationing plan came into being by default, as it were.13 In 1987, the state’s Medicaid 

program refused to pay for a bone marrow transplant – the only survival chance for a seven-year-

old boy suffering from leukemia. The case drew much public attention and criticism, eventually 

forcing Medicaid to reinstate funding for transplants discontinued just prior to the onset of the 

boy’s disease. The rationale for this decision was the prospect of providing 1,500 people who had 

thus far been without any treatment coverage with basic medical care. Medicaid’s budget is 

relatively small, and it had been estimated that by excluding payment for the 34 patients who 

were expected to require transplants in the upcoming year, enough resources would be freed to 

include 1,500 new enrollees in the program. The price of 34 unidentifiable, “statistical lives” 

seemed tolerable against this background. 

The tragic episode became the starting point for the designation of a clearly defined 

package of care to which all enrollees are entitled; what is not included in Medicaid’s list of 

specified services is not covered. The state legislature appointed a commission whose task was to 

draft the list. The commission’s goal was to determine the relative cost-effectiveness of the 

various Medicaid services and to rank them accordingly. Services generating large benefits at 

small costs would be at the top of the list and vice versa. Gradually moving down the list, the 

state would then estimate the cost of providing each service to an expanded number of 

beneficiaries and draw a line at the point where the budget was exhausted. Services falling below 

that line would no longer be reimbursed by Medicaid.  

The first list produced by the commission was a complete failure; it was not even 

forwarded to the state legislature. The reason was that the chosen method of ranking yielded 

several undesirable results. An oft-cited example is the prioritizing of tooth capping over 

appendectomy (Hadorn, 1991). But this did not discourage the commission. The members 

concluded that, in addition to the results of (as yet rather imperfect) cost-effectiveness analyses 

whose sole purpose is to maximize the benefits from given resources, further considerations, such 

as fairness and equality of access to health care, the comparative urgency/severity of different 

medical conditions and their respective impact on people’s health and overall welfare, etc., had to 

be factored in. This lead to several rounds of revision and improvement. In 1994, the list was 

finally approved and implemented. Since then, Oregon’s government-sponsored Medicaid 

                                                 

13 The case is discussed broadly in the literature. The following account draws on Ubel (2000). An early 
book-length account of the lessons to be learned from the Oregon experience can be found in Strosberg 
et al., 1992. 
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scheme, which remains in place, has been the most widely discussed example of a system of 

explicit health care rationing in the world.14  

 

2.3. Rationing Through Personal Savings Accounts: The Singaporean System 

The Singaporean system has two major components, one for outpatient treatment and the other 

for inpatient treatment requiring hospitalization. Outpatient treatment, which tends to be very 

moderately priced due to heavy subsidization by the government,15 must be paid directly by the 

patients themselves; often, however, they can claim some assistance from their employers. To be 

able to pay their hospital bills, employees can use their Central Provident Fund (CPF) savings. 

All employees must set aside 20 percent of their monthly income (added by another 16 percent 

contributed by their employers) in a compulsory, individual savings account administered by the 

government-run CPF.16 Of these monthly savings, between 6 and 8,5 percent (depending on the 

employee’s age and subject to an upper limit of S$ 360 to S$ 480) go into separate Medisave 

accounts.17 The savings in this account (the total of which is currently limited to S$ 10,000 to 

avoid excessive build-up) are reserved for payment of hospital charges and certain costly 

outpatient services (such as renal dialysis, radiotherapy and chemotherapy) incurred or utilized by 

the account-holders and their immediate relatives (parents, spouses and children). They can also 

be used to purchase insurance against catastrophic disease, provided the respective insurance plan 

contains palpable deductibles and co-payments for the subscribers.18 

                                                 

14 The rationing practices of American HMOs cannot be discussed in this paper. For brief overviews, 
however, see Williamson, 2002 and Powell, 2002. 

15 Primary care services at public hospitals and polyclinics are subsidized at 50 percent of the costs. 

16 For a recent official self-description of the CPF system and its history, see Central Provident Fund 
Board, 2000. The contribution rate for employers has been reduced to 13 percent in the second half of 
2003.  

17 Workers aged 55 and above must gradually pay lower CPF rates. At the same time, the share of their 
CPF contributions that is reserved for the Medisave accounts increases. 

18 For a comprehensive discussion of the various components of the rather complex Singaporean system 
(whose details cannot be fully described here) and their underlying rationales, see the pertinent chapters 
in Tan and Chew, 1997. The present account draws heavily on the chapters of Aw and Low and of Lim 
in that volume. 
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Like outpatient treatment, hospital services are subsidized, albeit to different degrees (that 

is, depending on the ward class chosen by the patients). With decreasing levels of comfort, the 

government subsidy increases up to a maximum of 80 percent for patients housed in multi-bedded 

class C wards which lack various amenities (such as air conditioning) found in higher-class wards 

but supposedly offer the same quality of care as the latter, less or non-subsidized wards.19 Despite 

the high levels of subsidization, patients stricken with very costly and/or chronic diseases may 

still not be able to cover their full share of the bill with savings from their Medisave accounts. To 

cover this gap, in 1990 the government introduced Medishield, a low-cost catastrophic illness 

insurance plan. Premiums are paid directly from Medisave contributions unless the account-

holder opts out. They range from just above S$ 10 annually for those up to 30 years, to less than 

S$ 300 for those above 70 years, thus allowing even low-income earners to buy at least some 

insurance-based protection.  

A private alternative, which basically functions the same way, but provides more 

extensive coverage at somewhat higher cost, is the Incomeshield plan from the National Trades 

Union Congress (NTUC). 20  It comes in three versions, differing in their premium and 

reimbursement rates, respectively: Put simply, whoever pays higher premiums gets more in 

return. Premiums are still rather low though.21 At the same time, there are upper limits in all three 

plans to what subscribers can maximally claim. The “best”, and most expensive, version covers 

up to S$ 100,000 per policy year and S$ 450,000 during one’s lifetime. Any treatment costs 

exceeding these limits have to be borne by the policyholder. There are also relatively high annual 
                                                 

19 C wards are designed, if not by declaration so certainly by intention, for rather poor, low-income 
patients. To opt for them means to forego some of the privileges enjoyed in more expensive wards. 
Thus, a choice of physician is no longer possible, one may be given generic drugs upon the doctors’ 
discretion (without necessarily being informed about it), and one will likely find oneself in a ward of 
eight people, with almost no frills whatsoever. Moreover, to be allowed to opt for this ward, one needs a 
referral letter from a public polyclinic, which can thus exercise a gate keeping function along the lines of 
a British general practitioner. Theoretically, this gives the polyclinics an opportunity to manage (i.e., 
reduce) the “demand” for such low-class, high subsidy wards. To what extent such management actually 
takes place is not known.    

20 Two other private providers offer alternative schemes, which differ only marginally from the NTUC 
plan and hence can be neglected here. 

21 For instance, a person entering the plan at age 40 and purchasing the most expensive of the three policy 
versions must pay an annual premium of S$ 252 at current subscription rates. With growing age of the 
policyholder, the premiums gradually become higher. 
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deductibles whose exact amounts depend on the ward class chosen. Moreover, no claims are 

possible without significant co-payment, comprising 25 percent or more of all expenses incurred, 

on the part of the policyholder. And finally, there are age limits for subscribers. The last possible 

entry age is 75, the last coverage age 80 years. Patients older than 80 are not eligible for any 

reimbursement even if they have not yet fully consumed their lifetime maximum. Any remaining 

balance goes back to the pool. 

A long list of exclusions specifies conditions that are not covered by the plan. They 

include self-inflicted and/or sexually transmitted diseases such as drug addiction, injuries 

resulting from attempted suicide or AIDS, mental illness, hereditary conditions, dental care, 

maternity charges and abortions, cosmetic surgery, vaccination, and several others. Coverage is 

thus deliberately restricted to care for serious, especially life-threatening or incapacitating 

conditions, severe injury, etc. Some of the excluded conditions are covered by other, 

government-sponsored programs, others are not. 

Through political intervention into the health market, the government generally (and by 

and large successfully) tries to keep treatment costs down. Coupled with the subsidization of 

many procedures and drugs, this ensures that good and affordable basic medical care is available 

to all Singaporeans. Beyond that, personal responsibility is strongly emphasized and promoted. 

As a result, only the poorest must be supported directly by the state (see Duff, 2001). For this 

purpose, an endowment fund (called Medifund) was established in 1993. It provides basic 

coverage for citizens who have exhausted all other means to rely on, including the savings of 

immediate family members. Eligible persons may apply to hospital-based Medifund Committees 

for assistance.  

So much for a brief description of the three major models of health care rationing 

discussed here. As mentioned before, none is anywhere practiced in pure form. Thus, even health 

care systems predominantly relying on implicit (hidden) rationing mechanisms usually contain at 

least some elements of explicit rationing as well, typically in the form of exclusions of certain 

conditions and procedures (such as cosmetic surgery) from coverage or of various co-payments 

(which are becoming increasingly prominent in Germany). Conversely, some degree of bedside 

rationing seems indispensable even in the most explicit of rationing systems. For doctors must 

inevitably judge the cost-worthiness of given procedures in individual cases and act 

accordingly;22 if they didn’t, they could easily ruin any (public) health care system in the world 

                                                 

22 For instance, through not mentioning certain available, but only marginally beneficial services to 
patients under their care. 
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(Ubel, 2000). There is simply too much good medicine can do nowadays. And Singapore’s 

system is a mixed case anyway, combining self-selection on the part of policyholders themselves 

with known exclusions from third party reimbursement and some degree of bedside rationing too. 

 

3. Merits and Drawbacks 

 
Health care rationing can be harsh and is always unpleasant. It means that avoidable harm and 

premature deaths are allowed to happen. They are the outcome of contingent (political) choice. If 

more resources were devoted to health care or if some of the available resources were spent 

differently within the health care sector, some unnecessary harm and deaths could be prevented. 

However, the price would be the inability to address other societal concerns, including other 

health-related concerns. We have to choose, and any choice we make will inevitably produce 

winners and losers (somewhere) because there is no (public) spending without opportunity costs. 

The dilemma itself cannot be escaped. But it can be resolved in different ways. The three policies 

described above reflect different philosophies for doing so. Some of their merits and drawbacks 

are the subject of this section.  

The most important advantage of policies of implicit rationing is probably their 

invisibility, protecting them from criticism. What is not known cannot be questioned, challenged, 

probed. Moreover, no one has to take responsibility for less than optimal treatments and 

outcomes. Patients who receive second best care or are denied appropriate care altogether are told 

that nothing (better) can be done for them medically. Even patients who are denied a (knowingly) 

scarce transplant are often led to believe that it is ultimately not the scarcity itself which 

necessitates their exclusion; rather, their personal prospects are too poor, or no suitable donor can 

be found for them in due time, etc.23 That is, whatever may be withheld from them would not 

benefit them anyway. Instead, they are only spared unnecessary suffering, painful interventions 

leading to no good. Who could object to that? 

Such lies may be merciful because for many people it would be exceedingly hard to 

accept the truth: that they have to die (or put up with second or third best medication), not 

because there is no alternative to this, because any additional effort to improve their condition 

would be futile, but simply because whatever else could be done is deemed too expensive. Yes, 

the means are there, but not for you. They have to be reserved for others; not for others who need 

                                                 

23 For empirical evidence, see Schmidt, 1998.  
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them more, who are medically more eligible, but for others who are given socio-moral priority.24 

In principle it would of course be possible to treat you (better) too, but that would require more 

resources. The budgets are limited, so “tragic choices” (Calabresi and Bobbitt, 1978) have to be 

made. Merciful lies serve to conceal these choices. They invisibilize their contingency by 

couching them in the language of necessity. The defenders of this policy argue that it permits 

affected patients to make peace with their fate. Ignorance spares them the “deprivation disutility” 

(Coast, 1997) derived from knowing that more (or something) could be done, but is not; from the 

resentment, anguish, and despair they (are likely to) feel when informed correctly.25 

But merciful lies are still lies.26 This makes their justification somewhat dubious. Too 

much lying may well erode the trust, which is so important for the doctor-patient relationship. For 

how can one trust people who systematically lie in matters of life and death? Who withhold 

beneficial treatment when it is their professional duty to act in one’s best interest? Isn’t this a 

recipe for generating fear and suspicion? If people discover that they have been deceived (say, 

through acquaintance with social scientists’ work and their popularization through the media), 

                                                 

24 There are various ways in which such a priority can be expressed. Up until the second half of the last 
century, it was quite common to make reference to the differential “social worth” of different (categories 
of) patients and to distribute scarce medical resources accordingly (see, e.g., Scarce Medical Resources, 
1969). Later, that term was not used anymore (at least less frequently) because it was politically 
discredited. The practice nevertheless persists, suggesting that the underlying intuition has retained much 
of its force in everyday morality (Schmidt, 1996). 

25 Committed subscribers to the ideal of patient autonomy may find this hard to believe. But there is some 
supporting evidence. For instance, members of self-help patient organizations in the field of transplant 
medicine have demanded a “right to ignorance” about the exact policies of recipient selection (see 
Kracht and Tapp, 1997). They “want” to believe in the myth that it is ultimately objective “medical” 
criteria which determine who is to receive a given organ, even though it is now firmly established that 
such criteria, strictly speaking, do not exist and cannot be developed because the problem itself is not a 
medical one (on this point, see especially Gutmann and Land, 1997).  

26 It is important to distinguish between genuine lies and judgments based on pervasive uncertainties which 
may appear as untruthful to external observers but are actually made in good faith. In practice, it will not 
always be easy to draw a clear line between the two. Still, there is sufficient evidence about doctors who 
are fully aware of their lying behavior in contexts of health care rationing. See, for instance, Halper 
(1989: 149) who quotes a British nephrologist with the following remarks: “Some of us have to tell lies 
to older patients, partly to make the patients more comfortable and partly to make ourselves more 
comfortable”. 
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might their sense of betrayal not outweigh any distress from being told the truth? And does not 

the recognition of the patients’ autonomy rights require honesty (Doyal, 1997)? 

Another objection comes from the medical community itself which is becoming 

increasingly restive about having to carry responsibility for scarcities beyond its control and 

which it would much rather ameliorate through more resources devoted to health care. Doctors 

are, after all, not (meant to be) “society’s coffers”. If politicians make bad decisions about 

societal resource allocation (and rationing, whatever its political justification, cannot be but a 

disturbing bad from a medical point of view), then they should also be held accountable for them. 

The medical profession should refuse to participate in rationing activities (Agnell, 1985; Anheier, 

1996). 

A third, related criticism (coming from outside the profession, though) of bedside 

rationing questions the authority of doctors-as-rationing-agents. Rationing is not about the proper 

application of medical knowledge but rather the distribution of scarce societal resources, and for 

this task physicians neither possess any special expertise nor prerogative. It does of course require 

medical knowledge to determine a patient’s eligibility for a given treatment, but there is nothing 

in medicine that tells one who shall receive better or worse forms of treatment if not all can be 

treated equally well. When such questions arise, they must be dealt with in their own terms, in 

terms of public policy and of ethical rightness. They concern competing interests and conflicting 

values, and hence must be taken out of the doctors’ office and into the public arena where they 

truly belong (see, e.g., Veatch, 1991).  

A fourth problem with bedside rationing is the flip side of what, to some, makes it appear 

more humane than explicit rationing: precisely because they do not know about the rationing that 

actually takes place (or where it is most prevalent and which categories of patients it affects 

most), people are kept from taking otherwise possible precautions. Were one (made) aware of the 

often rather idiosyncratic (if not to say, arbitrary) rationing decisions which doctors daily make 

without admitting them, then one might consider purchasing additional coverage on the private 

insurance market. But one cannot make a rational choice about the appropriate amount of 

additional coverage if one does not know what is included in the basic package, what one is and 

is not entitled to in the public sector. In effect this amounts to depriving people of life chances. 

They may virtually die although they could have lived had they been properly informed about 

their condition and the extra payment it requires for treating it with state of the art medical 

procedures. Seen in this light, merciful lies might be equated with professional malpractice.  

Explicit rationing schemes offer the requisite transparency, and this is probably their 

greatest merit. People know exactly what to expect within the rationed sphere. Such knowledge 
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may sometimes be hard to bear, especially when it concerns exclusions. But if one wants 

protection against medically unwarranted exclusions (or simply beyond what is covered by a 

public scheme), one can buy it – at market rates, of course, and provided one can afford them. But 

if one can afford them, one may well decide to do so. If, on the other hand, one freely chooses not 

to do so, then there is nobody to blame should a situation arise in which expensive treatment is 

withheld from oneself. 

Affordability means that there will be different standards and qualities of treatment for 

different social groups, depending on their willingness and ability to pay. This has often been 

criticized as ethically inappropriate because health care is deemed special, a good so important 

that all should have equal access to it. But if rationing itself is unavoidable, then the only way to 

guarantee absolutely equal access would be to prohibit the development of a private market 

altogether. At least in free, democratic societies this appears both undesirable and infeasible. So 

some inequality must be tolerated, whether one likes it or not. Equality is not an absolute value, 

and it often has to be traded against competing, no less important values to which concessions 

must be made. Defenders of explicit forms of rationing argue that some degree of inequality may 

well be socially just (at least: ethically tolerable), provided a “decent minimum of health care” 

(Daniels, 1996) is guaranteed for all.  

Another problem with explicitness is that it makes for vulnerability. Implicit rationing is 

doubtless politically more convenient. To be able to define a package, to determine what should 

and should not be included in a list of publicly funded services, one needs criteria which are 

acceptable to both the public and professionals involved, and given the value pluralism which is 

so typical of modern society such criteria are hard to come by. There is no one-best solution to 

the problem of setting health care priorities, nor is there a clear cut-off point separating effective 

from non-effective treatments (Light and Hughes, 2001). Instead, several suggestions are on offer 

for which reasonable arguments can be made. Ultimately, what ought and ought not to be 

included in a given package depends on value commitments, which are not generally shared and 

hence make all proposals contentious. Why (only) these condition/treatment pairs and not others 

(as well), why this ranking rather than a different one? Whose views about what is most 

important (are to) count more, whose less? Since no one can claim to possess the authority to 

settle such disputes once and for all, any chosen policy invites criticism from somewhere. 

Skeptics believe therefore that the likely result of any attempt to draw up a clear list of 

services covered will be unrelenting agitation for budget increases (Mechanic, 1995) which in 

turn can easily doom the whole enterprise. No rationing is possible without painful exclusions, 

but exclusion, when visible, quickly tends to meet with public outcries. The price of visibility is 
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triviality, says health policy analyst Rudolf Klein (1997), so in the end the really hard decisions 

will have to be relegated back to the clinical level anyway. He adds that Oregon cannot be taken 

as counter-evidence, because Medicaid’s original purpose was to extend coverage to previously 

uninsured (rather than limit what is to be available to already protected) people, and expansion is 

always easier to defend politically than contraction because it seemingly hurts nobody.27 If that 

were the case, then policies of explicit rationing would be ill suited to precisely those problems 

which they are meant to address, namely those of cost containment. 

A further problem with explicit forms of rationing is that “blanket exclusions ignore the 

fact of patient heterogeneity” (Klein, 1997: 508). Justice demands equal treatment for equal 

people and unequal treatment for unequal people. A treatment that would be of marginal utility to 

most patients may be essential for a few who may never need any of the procedures included in a 

list of covered services. Defined packages have no room for the subtleties of individual cases. 

Klein therefore pleads for greater openness for condition/treatment pairs that may qualify for 

reimbursement based on physician judgment: whether a particular service shall or shall not be 

made available to a given patient ought to be made dependent on that patient’s personal 

circumstances. If the doctor in charge feels that someone strongly needs it for his or her ability to 

function socially, then even cosmetic surgery can be a candidate for public provision. But the 

discretion which is needed for decisions on a case by case basis would of course also open the 

door to precisely those idiosyncrasies which have turned many observers against implicit forms 

of rationing and which gave rise to calls for greater transparency and explicitness.  

Some of the difficulties associated with both of the above rationing models can be 

avoided when entitlements, rather than being limited qualitatively through a set list of services, 

are specified quantitatively as an upper limit of expenses covered for each patient. This is the 

main feature of the Medicare and Medishield/Incomeshield programs forming the centerpieces of 

the Singaporean system, which accords maximum amounts of reimbursement per year and 

lifetime. This system rations very explicitly, leaving no doubt about where one (presently) stands, 

what one is (yet) entitled to. At the same time, it requires no definite exclusions of particular 

condition/treatment pairs. In its Singaporean “incarnation” it does of course contain such 

exclusions, even many of them. But these are no prerequisites of the proper functioning of a 

system based primarily on the principle of rationing through monetary limitations of entitlements. 

Instead, they are merely contingent (local) add-ons, which could easily be dropped without 

                                                 

27 A misperception, of course, because whatever is publicly funded must ultimately also be paid by the 
public through (higher) taxation.  
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affecting the system’s operational logic. What such a system does require though are prudent 

clients and honest doctors. The clients must be prudent because they have to allocate the 

resources available to themselves in such as way that their well being is maximized across a 

whole life span. They must think ahead, discount some of their (less urgent) present needs (or 

preferences) for potentially arising future needs, lest they be without sufficient means when 

something serious hits them later in life. In a word, they must become their own rationing 

agents.28 The doctors, on the other hand, must be honest, because in a system like this it is vitally 

important that patients be well informed about the availability and relative merits of given 

treatments; otherwise no rational choices are possible about how best to spend one’s limited 

insurance dollars.  

The system rations not only through upper limits of reimbursement that subscribers can 

claim, but indirectly through the deductible and co-payment provisos as well. For such 

co-payment, especially when it is as palpable as in Singapore, strongly discourages moral hazard 

behavior. The experience with health care insurance around the world shows that without 

co-payment people are much more likely to utilize facilities they would not consider very worthy 

if they had to pay for them out of their own pocket. When expenses are distributed across many 

(anonymous) people, then people’s health care “needs” generally tend to inflate. Once they are 

made to feel the costs of medical care, their needs become more modest. The high performance 

levels (measured in terms of factors such as life expectancy, infant mortality, etc.) achieved by 

the Singaporean system at rather low cost29 – the country presently spends little more than 3 

percent of its GDP for health care – indicate that this need not be to their disadvantage. 

                                                 

28 Readers familiar with (and sympathetic toward) Norman Daniels’ “prudential lifespan account of justice 
across generations” in the distribution of health care (see Daniels, 1996) may find this feature (combined 
with the age limit which the system also contains) quite appealing, and it may well be that the described 
policy is the closest approximation of an implementation of Daniels’ ideas one can get to in the real 
world. 

29 The WHO World Health Report 2000 ranked it no. 6 in the world in terms of overall performance. 
Despite various objections which have been raised against the assessment methodology used for that 
report (see, e.g. Möller and Laaser, 2002), this ranking appears remarkable enough – not least when 
comparing it to those of many Western systems, such as the German or the American ones, which were 
ranked only nos. 25 and 37, respectively. 
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One of the drawbacks of the Singaporean system is probably its openly exhibited class 

character.30 Whoever pays higher premiums gets better service, and whoever pays nothing gets 

only very little when in need. Moreover, there is hardly any redistribution from the rich to the 

poor, because the savings accounts approach means that each employee saves only for him- or 

herself. Coverage is thus largely provided in proportion to the individual’s income rather than his 

or her need (see Lim, 1989 for this criticism); and the solidarity principle which plays a much 

greater role in collectivist systems such as those of Canada and several West European countries 

is clearly marginalized.31 Another potential problem is that the system’s underlying premise that 

the patient/customer is the best judge of how he or she should spend his or her health care savings 

properly may be flawed to some extent, as has been suggested repeatedly in the pertinent 

literature and is seemingly confirmed by the observation that a sizeable portion of Singaporeans 

has been led to spend beyond their means by checking into higher-class wards than they can 

afford.32 Finally, the system does not discriminate between patients with chronic, very costly 

diseases and those who have been luckier in the “natural lottery” – or more generally, between 

those with greater and lesser medical needs. Some may find it unjust that some patients are bound 

to reach their upper reimbursement limits much quicker than others through no fault of their own. 

Would it not be fairer to compensate them somewhat for their bad luck, for example through a 

more flexible system of entitlements, one that was better adapted to circumstances beyond the 

individual’s control? 

 

 

 

 

                                                 

30 If this is a problem, it is one shared with any rationing scheme though, as mentioned before. The main 
difference to other systems seems to be that no attempts are made to camouflage its class character in 
Singapore.  

31 It has been noted though that even the British NHS benefits the middle classes more than the lower 
classes (see Goodin and Le Grand, 1987). It may therefore well be that the differences are ones of degree 
rather than of principle. 

32 A study conducted by the RAND Corporation (and reported by Hall, 1997: 49) also confirms that 
patients are not always capable of making good treatment decisions for themselves and thus rely heavily 
on their physicians’ recommendations. This supports the point made above about the importance of the 
doctors’ honesty in such a system. 
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4. Concluding Remarks 
 

The question need not be answered here. For the purpose of the present paper is neither to 

criticize nor to promote any of the models discussed. Instead, the intention is only to highlight 

some of their main features and differences and to show that no system is perfect or wholly 

satisfactory. All have their advantages, but all are also problematic in certain ways. Once this is 

understood, the best one can hope for is a policy design which tries to combine the better 

elements of the various models and to eliminate, as well as possible, their ethically or otherwise 

most disturbing ones. 

It would be beyond the scope of this paper to lay out the parameters of such a policy in 

detail. Some tentative suggestions seem nevertheless possible. If the criticisms made of various 

schemes of implicit rationing are not altogether unsound, and if the same applies to attempts at 

setting up explicit lists of services covered by a public health care package, then it might be worth 

considering giving at least some weight to the alternative(s) of personal savings accounts and/or 

insurance schemes along the Singaporean lines.33 Thus, beyond providing universal access (with 

or without co-payment) to a decent level of primary and secondary care, people could be required 

to buy additional coverage for catastrophic disease (with or without co-payment) – but with the 

choice between insurance either protecting against a limited set of conditions or guaranteeing a 

maximum (lifetime) amount claimable for whichever treatment they need and seek. On top of 

that, the private market could offer coverage for any remaining “gaps” to those who are able and 

willing to pay for it. Such a system would combine compassion for the weak with some freedom 

for all; it would contain an inevitable degree of paternalism to protect people against their own 

weakness of will and short-sightedness, while at the same time permitting those who are 

sufficiently able and willing to care for themselves to make their own choices. It would thus 

strike a reasonable balance between conflicting values which are both important in their own 

right, but which can easily become oppressive when taken to extremes. 

Now, one objection that can be raised against the perspective adopted here is that it seems 

rather naïve in that it ignores the complexities of real life politics. It is one thing to devise a 

blueprint for a rational policy in the abstract, and quite another to put it to work. That, of course, 

is undeniable. And it is doubtless important to be aware of such difficulties – or to be made aware 

of them through social scientific work. Indeed, much sociological work on policy reform, 

                                                 

33 Savings account schemes are thus far not widely used. However, they have their advocates in Western 
societies as well. See, e.g., Pauly and Goodman, 1995. 
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including that on health care policy (see, e.g., Griffiths and Hughes, 1998), aims to do precisely 

this by directing our attention to policy failure, or at least to the ways in which policies are 

subverted, diluted and possibly even derailed by powerful, yet indispensable groups of negatively 

affected parties in the implementation process. At a more general level, the premises underlying 

this “impossibility theorem” of purposive social change and reform have expressed themselves in 

well known phrases such as “the science of muddling through” (Lindblom, 1959), the “garbage 

can model of decision making” (Cohen et al., 1972), or the “tragedy of dead hands” (Luhmann, 

1989). But this perspective, too, has its limitations. For its implicit conservatism, induced by its 

focus on aspects of continuity, stability, the infeasibility of whole scale reforms, etc., ties our 

“sociological imagination” (C. Wright Mills) to present realities at the cost of blocking our sense 

for their contingency, changeability, and our ability to conceive of alternatives to known 

institutions and practices. The aim of the present paper is to foster awareness of alternatives in the 

field of rationing policies by going beyond the simple implicit/explicit dichotomy which 

dominates much of the (Western) scholarly literature on the issue. And while it remains important 

to unravel the complexities of policy implementation, the designation of a “heuristics of options” 

(Wiesenthal, 2003) for public policy is an equally legitimate task of social scientific work. 
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