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Introduction

Health care systems are complex structures
that are maintained to address the medical needs
of a population in specific ways. How they are con-
structed will affect how vulnerable persons are
taken care of, how much the healthy will pay for
the sick, how much citizens can expect to be helped
when they become ill, and how much their health-
related concerns will be taken into account at that
time. Thus, the shape given to health care systems,
and the way in which they change, can pose a num-
ber of ethical problems and difficulties. 

One of the many important ethical issues

raised by health care systems is how best to sustain
equity. As conflicting individual interests are in-
evitable within a health care system, issues of fair-
ness are bound to arise. This can happen as a re-
sult of existing aspects of the health care system,
but also when changes are being implemented. In
this paper, we will evaluate the possible impact on
equity of a currently proposed health policy
change, namely abolishing the obligation to con-
tract in the Swiss health care system, and replac-
ing it by selective contracting of physicians by
health insurance funds.

The importance of equity in a health care system

A health care system needs to be equitable for
several reasons. Some are based on ethical values,
and some are more pragmatic in nature. The first
reason is that we should recognise that illness and
suffering are part of our common humanity. They
should not be treated in some people and not oth-
ers. Secondly, the fact that “the enjoyment of the
highest attainable standard of health is one of the
fundamental rights of every human being” has
been recognized by WHO and by member states
[1]. Thirdly, if we recognise that all should have
equal opportunities to a range of life choices, then
access to health care should be equitable because
health is a pre-requisite to having a full range of
life options [2].

Even if we did not recognize the importance

of equity in health care for these reasons, we would
still have reasons, albeit more pragmatic ones, to
promote it. Firstly, our individual health care
needs are not foreseeable. The health care needs
of large groups, however, can be predicted to some
degree. Thus, we all benefit from pooling risks. We
also have an interest that this should apply as
broadly as possible to all health risks, as we do not
know presently what our individual need will be in
the future. Secondly, illness can damage our wealth
by affecting our ability to earn an income. Thus, if
we tolerate a health care system that only responds
to the needs of the rich, each of us risks being
among those left behind. Thus, both for ethical
and for pragmatic reasons, it is important to sup-
port an equitable health care system. 

One of the many important ethical issues
raised by health care systems is how best to sustain
equity. As conflicting individual interests are in-
evitable within a health care system, issues of fair-
ness are bound to arise. Changes in the structure
of a health care system are thus key events that can
affect equity in important ways. Using the “Bench-
marks of Fairness” approach, we assessed the pos-
sible effects of introducing selective contracting of

physicians on the equity of the Swiss health care
system. This approach yields a number of open
questions that need to be further addressed if this
proposed reform is to be implemented without di-
minishing the fairness of health care financing and
delivery in Switzerland.
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As applied to health and health care, the very
concept of equity is difficult to define [3–8]. Thus,
the equity of a health care system cannot be eval-
uated without first choosing the type of concept
that will be used for this purpose. Very abstract
concepts of equity then need to be interpreted in
terms of concrete concerns. Once this has been
done, an assessment of equity in a health care sys-
tem can be performed on at least three levels.
Firstly, one can evaluate the equity of the health

care system as a whole. Secondly, the equity of 
specific aspects of the health care system, such as
access to health care, can be estimated. Finally, the
impact of a policy change on the equity of the sys-
tem can be predicted to some degree. Each type of
assessment is difficult, and methods addressing
each level have been proposed and reviewed [3, 5,
9–18]. As we intend to examine a proposal for 
reform, we will concentrate on the third type of 
assessment.

One of the proposed methods to assess the im-
pact on equity of a health care system change is the
“Benchmarks of Fairness” approach [12, 17]. This
method, which was developed in the United States
but quickly became international, is a tool for eval-
uating the impact of a system change on the equity
of a health care system. When negative effects on
equity are anticipated it also helps identify precau-
tions that may be needed to minimize such im-

pacts. This approach has several strengths. It is a
systematic tool and can help to elicit a comprehen-
sive picture of how a health policy change affects
the equity of the health care system. Furthermore,
where an assessment is made difficult or impossi-
ble by lack of information or of clarity in the pro-
posed policy change, this method is a useful tool
to identify areas of vagueness and lack of data. 
Finally, as a practical tool, it has stood the test of
field applications in several countries. 

The domains of the nine “benchmarks of fair-
ness” are shown in table 1. For each benchmark,
more specific criteria have been proposed [17].
The impact on equity in each domain is assessed
by examining whether the policy change is ex-
pected to increase equity, decrease it, or leave it un-
changed in the domain of each benchmark. This
can be done using a quantitative scoring system
where the status quo is scored as “0” and positive
and negative impacts are scores from “+5” to “–5”,
according to their degree. If numbers are seen to
cause confusion or are deemed unhelpful, a quali-
tative scoring of “plus” or “minus” can also be used.
Figure 1 illustrates both of these possible scoring
systems.

Using this approach, the proposal to introduce
selective contracting can be assessed in terms of 
its impact on the equity of the Swiss health care
system.

The “benchmarks of fairness” approach

Under the current proposal to introduce selec-
tive contracting of physicians by insurance funds
in the Swiss health care system, health insurance
funds would no longer be obliged, as they are now,
to reimburse acts performed by all physicians to
whom the state has given a right to practice med-
icine in private practice. Cantons would have the
right to determine, for each category of physicians,
the number they deem to be necessary to cover the
needs of their population. Health insurance funds
would choose whom to contract with, but would
be under an obligation to contract at least with the

number of physicians deemed necessary by the
canton. Physicians who are rejected by a health 
insurance fund would retain a right of appeal. Al-
though it was rejected as part of the second revi-
sion of the Swiss Health Insurance Law in Decem-
ber 2003, this proposal remains on the agenda [19]. 

Selective contracting has been discussed and
sometimes implemented in several countries other
than Switzerland. As a tool used by state health 
authorities, it was implemented in a restricted
manner in Sweden. As regional municipal health
authorities were, in effect, contracting out to pri-

The Swiss proposal and the international situation

Assessing equity

best worst

Intersectoral public health + –

Financial barriers to equitable access 0 –

Nonfinancial barriers to equitable access + –

Comprehensiveness of benefits and tiering 0 –

Equitable financing 0 –

Efficacy, efficiency and quality of health care + –

Administrative efficiency 0 –

Democratic accountability and empowerment + –

Patient and provider autonomy 0 –

Table 1

The domains of the
nine “benchmarks 
of fairness”.

Figure 1

Scoring systems.

Negative impact                              Status quo                                Positive impact
–5         –4         –3         –2         –1           0          +1         +2         +3         +4         +5
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vate providers, this had the unusual effect of actu-
ally increasing patient choice of providers [20]. 
Selective contracting of providers by health insur-
ance funds has also been discussed in Germany
[21], where the possibility of implementing it has
been increased by the Reform Act of 2000, which
removed the requirement to obtain approval to
contract selectively from physicians’ associations
[22]. In Holland, selective contracting has been
possible since 1996 [23]. It was introduced in Aus-
tralia in 1995 both for hospitals and physicians, but
for private insurance only [24]. In the US, the best
documented case is California, where selective
contracting became possible in 1982 [25–28]. In

1990, over 685 “preferred provider organization”
plans, that use selective contracting, were offering
care to more that 36 million insurance enrolees in
the US [29].

In several instances, selective contracting was
abolished or limited after being tried out. In the
US, several states have enacted “any willing
provider” laws [30]. Health insurance plans are
also increasingly giving up selective contracting,
which may enhance their ability to compete on the
basis of price, but decreases their ability to com-
pete on the basis of key attributes such as conveni-
ence and quality of care [31]. 

We examined the proposed policy change of
introducing selective contracting in the Swiss
health care system using the “Benchmarks of Fair-
ness” approach. One of the results generated by
this approach is that it identifies a number of open
questions regarding the proposed policy change.
Consequently, for each benchmark, we have as-
sessed the possible impacts in a best and a worst-
case scenario. This was done by carefully scrutiniz-
ing the possible effects of this proposed reform on
the Swiss health care system in each of the Bench-
marks of Fairness domains. We discussed these
until we reached consensus on two points. Firstly,
that we had covered the main possible effects and,
secondly, whether these effects should be consid-
ered as positive or negative. This methodology is
based on that used by the authors of the method in
their own assessment of several reform proposals
in the US health care system [12]. We tested our
assessment by presenting it to a wider group of
professionals involved in health care policy, and in-
cluded their proposed changes. We chose not to
give numbered scores to the possible effects we
identified in each domain, but to use the qualita-
tive assessments of plus for a positive impact,
minus for a negative one, and zero when we did not
identify a departure from the status quo.

A summary of the resulting scores is shown in 
table 1. The questions raised during the entire 
assessment process are shown in table 2.

Intersectoral public health
As one of the effects of this policy change could

be to give more power to health insurance funds
than they currently have, it could also place them
in a better position to engage in coordinated ef-
forts for prevention. If they do, the effect in this
domain could be very positive. If they do not, how-
ever, a negative impact could result, as a limitation
in the number of physicians could limit the time
available for prevention during patient consulta-
tions. 

Financial barriers to equitable access
The proposed reform does not affect the fun-

damental principle of universal health insurance
guaranteed by the Swiss Health Insurance Law. At
best, the status quo would thus be preserved.
There is, however, a risk that physicians who treat
certain kinds of patients, for example those most
likely to generate high costs, will be systematically
rejected by insurance funds. If this were the case,
these patients would find themselves de facto de-
prived of health insurance, and financial barriers
could hinder their access to health care. In the
1980s, California’s public hospitals, which pro-
vided more care for the indigent, were first-line
victims of selective contracting [32].

Nonfinancial barriers to equitable access
By making the assessment of needs a local mat-

ter, this policy change could encourage physicians
to practice in underserved regions. It could also en-
courage specialization in underserved areas of
medicine. 

At worst, however, the assessment of need may
not be local enough, or sensitive enough to less
recognized health needs. For instance, cantons
that have a large rural area as well as major cities
could experience a higher degree of disparity in
physician population than before, if decreasing the
number of physicians yields a lower number will-
ing to practice in rural areas. 

Additionally, while price negotiation and se-
lective contracting have been successful in slowing
cost growth in the United States [33, 34], it seems
that encouraging more efficient provision of
health care through selective contracting while
maintaining full population coverage is more dif-
ficult than was anticipated [35, 36]. This may be
due to several factors.

One risk is that insurance funds, by chance or
by choice, could systematically select against
physicians who engage in certain types of care.
This has been shown to be the case regarding sub-
stance abuse treatment in the US [37]. Physicians
who provide care to uninsured and non-white pa-

Introducing selective contracting in Switzerland: a case study
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tients, i.e. less economically interesting popula-
tions, were shown to be more likely to be refused
contracts in California [38].

Moreover, if physicians fear that they will be
rejected by health insurance funds on the basis of
cost, they could refuse to treat patients who are
more likely than others to generate high costs. Im-
portantly, this effect would not require an inten-
tion on the part of health insurance funds to reject
physicians on economic motives. All that would be
required for this negative impact to occur is that
physicians fear that treating “expensive” patients
could endanger their contract, and act accordingly.
Thus, avoiding this effect would require that
health insurance funds 1) refrain from placing
physicians who accept “expensive” patients at risk,
and 2) clearly and credibly make this known. Al-
ternatively, state regulations could restrict some
aspects of their freedom to contract. Implement-
ing either one of these measures would restrict the
scope of selective contracting, and thus partly de-
feat its primary purpose. Importantly, however,
achieving cost savings and admitting less econom-
ically interesting patients for treatment may be in
contradiction. Thus, sustaining the equity of the
Swiss health care system will require such limits on
the scope of selective contracting.

It could be pointed out that an alternative risk
may be the very opposite and that physicians may
react to cost pressure by increasing service volume
and focusing on expensive interventions [39]. This
would hinder cost containment and diminish the
effectiveness of the reform in achieving cost sav-
ings. It would also make access to more mundane
care more difficult, and thus introduce an addi-
tional non-financial barrier to equitable access,
namely, the nature of the intervention needed. 

Comprehensiveness of benefits and tiering
The package of health care services covered is

not the target of this reform. Thus, at best, noth-
ing will change regarding this benchmark. How-
ever, as this reform will limit the number of physi-
cians with whom each insurance fund contracts, it
will affect the freedom to choose one’s physician.
Importantly, it could do this unevenly. Nothing in
the proposed reform bars insurance funds from of-
fering the freedom to choose one’s physician as
voluntary additional insurance. Thus, access to a
physician of their choice not otherwise covered by
their insurance fund could be accessible to those
who are willing to pay and healthy enough to be
eligible. In Switzerland, private insurance compa-
nies enjoy full freedom to practice individual risk
underwriting and “cherry picking”. Thus, any
move that transfers aspects of health care to the
private insurance sector is bound to decrease eq-
uity at the expense of the chronically ill.

Equitable financing
The structure of health care financing is also

not among the targets of this reform. Despite this,
there could be a negative impact on the equity of

financing. As financial and non financial barriers
to access to care could increase for some people
more than others, retaining the same mode of fi-
nancing would mean that some would continue to
pay the same, although the services available to
them were in fact more restricted. They would be
paying for others as they had done before, while at
the same time others would pay less than before
for them.

Efficacy, efficiency and quality of health care
Increasing efficiency is the main purpose of

this proposed reform. There is a correlation be-
tween physician density and health care costs, and
this is often taken as a basis to argue that decreas-
ing the number of physicians will control costs
[40–43]. Thus, runs the argument, we should con-
trol the number of physicians. It could be tempt-
ing to dismiss this argument as “purely economi-
cal”. However, it is important to remark that con-
cerns of efficiency are not only economic concerns,
but can have an ethical dimension. A health care
system that offers more value for money to citizens
is fairer to everyone, including those whose need
is greatest. 

In Switzerland, it has been shown that a higher
physician/population ratio is not correlated with
greater satisfaction [44]. Nevertheless, the conclu-
sion that we should control the number of physi-
cians is far more problematic than it usually seems.
The correlation between physician density and
cost raises an important and difficult question.
What is the nature of the link? This is seldom ex-
amined, but four interpretations of this correlation
have been proposed:
1. supplier-inducement
2. the effect of lower prices on patient demand
3. a supply response to variation in health status
4. improved availability, leading to a more appro-

priate response to existing health needs [45]

The second possibility is only marginally 
possible in Switzerland. Possibilities 3 and 4 are
variants of improved availability. Thus, differenti-
ating between improved availability and induced
demand would be of particular importance. If
health care costs increase through induced de-
mand, then reducing the number of physicians
would indeed be desirable to improve efficiency. If
costs increase through improved availability, then
reducing the number of physicians would intro-
duce a mechanism for implicit rationing into the
health care system. 

Studies of physician practices in Norway have
found the link to be based on improved availabil-
ity, not induced demand [45–47]. Doubt has also
been thrown on the physician inducement model
in the US [48, 49], as well as on the idea that in-
creasing the number of physicians would increase
inducement [50]. Physician-induced demand is
often put forward as the only possible explanation
for the link between physician/population ratios
and health services utilization. This is clearly not
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the case. The true nature of this link is an impor-
tant empirical question and one that needs to be
answered locally. In Switzerland, this answer is
lacking and yet, in assessing the impact selective
contracting on the efficacy, efficiency and quality
of care in the Swiss health care system, this ques-
tion is crucial.

If this link is due to supplier-induced demand,
then reducing the number of physicians will de-
crease this effect and lead to an important increase
in efficiency without affecting the quality of care.
However, if this link is due to improved availabil-
ity, the proposed reform will decrease the quality
of care, and introduce a source of implicit ra-
tioning.

Introducing selective contracting could also
affect this domain in a different and more straight-
forward way. By giving more power to insurance
funds, it would also enable them to introduce in-
centives for greater efficiency and quality of care.
Whether or not they would make good use of this
possibility, however, remains an open question. It
could, however, be seen as a necessary compensa-
tion of the risk that cost control could otherwise
decrease the quality of care. This could happen in
two ways. If providers decrease quality to contain
costs [51] or if providers who offer sufficiently high
quality care to receive more referrals of difficult
cases are selected against [52]. 

Administrative efficiency
This benchmark is likely to be negatively im-

pacted by the proposed reform. There is a high risk
that additional layers of administration would be
added as insurance funds will need to keep track of
lists of covered physicians and physicians will need
to keep track of whether or not their patients are
insured by an insurance fund that has contracted
with them. Selective contracting of hospitals by
General Practice fund holders has indeed been as-
sociated with increased administrative costs in the
United Kingdom and New Zealand [53, 54]. At
best, if this could somehow be prevented, this
benchmark would be affected neither negatively
nor positively.

Additionally, selective contracting offers a
strong incentive to physicians to join forces to 
gain bargaining power. This simultaneously de-
creases the general effect of the policy change,
while additionally increasing administrative costs
in the health care system [55].

Democratic accountability and empowerment
Both accountability and empowerment could

be negatively or positively affected by this meas-
ure. If selective contracting is implemented in a
transparent manner, accountability could be en-
hanced. If this is not the case, however, then ac-
countability will be decreased. 

Whether or not the democratic element will
decrease is linked to the question of empower-
ment. It could be argued that, as the proposed re-
form transfers a degree of power from elected rep-
resentatives to the private sector, democratic input
will decrease in any case. However, if empower-
ment of the public is high, this could be mitigated.
This could happen if true competition existed be-
tween health insurance funds, as insurance en-
rolees would then have a degree of control over
health insurance funds through market forces. 

However, if the public is not informed enough
for market forces to apply, of if health insurance
funds behave like a cartel, empowerment will de-
crease. If this were so, democratic accountability
would also decrease. In Germany, sickness funds
have traditionally negotiated in groups with
providers [21]. Cartels also emerged in Holland
[23]. Indeed, group negotiations may even be nec-
essary if we expect selective contracting to reach its
primary goal, namely to reduce the number of
providers. If insurance funds all negotiate sepa-
rately, the result will be a highly complex contract
structure that will continue to include all physi-
cians. Additionally, the negotiating power that is
needed to make selective contracting work as a cost
containment tool requires purchasers to be “big
and strong” [56]. Antitrust concerns regarding
managed care have been rising in the US health-
care system [57]. In Holland, selective contracting
has required an increase in government regulation
to control the rise of insurance cartels [23, 58]. It
has also failed to yield the expected cost savings, a
result attributed to ambiguous legislation, which
retained the right for the state to regulate provider
supply [58]. There may thus be an intrinsic tension
between giving the tool of selective contracting to
private companies and preserving democratic ac-
countability and empowerment unless sufficiently
strong government oversight reintroduces demo-
cratic accountability into the mix.

Patient and provider autonomy
An adverse effect on this benchmark is the

most frequently encountered criticism of the pro-
posed reform. The risk here is that selective con-
tracting could have a negative impact on patient
autonomy, as patients will not longer be free to
choose their physician. The impact on provider
autonomy could also be negative, if physicians are
fettered by the fear that accepting “expensive” pa-
tients or implementing expensive clinical strate-
gies even when appropriate could place their con-
tract at risk. If this could be prevented, then a neg-
ative impact would be avoided. However, as no part
of this reform is likely to increase provider or 
patient autonomy, the best case scenario under 
this benchmark would be the preservation of the
status quo.
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By using the “Benchmarks of Fairness” ap-
proach to assess the introduction of selective con-
tracting on the equity of the Swiss health care sys-
tem, we have identified a number of questions
(table 2). Importantly, most of them could be ad-
dressed at least in part by targeted amendments of
this reform proposal. Equally importantly, one
cannot. The nature of the link between the num-
ber of physicians and utilization of health care
services in Switzerland can only be ascertained by
robust empirical research. Indeed, as the argument
that this link rests on supplier-induced demand is
one of the main arguments in favour of the pro-
posed reform, resolving this question is crucial.

The method we have used has a number of
limits. Its purpose is to provide a systematic assess-
ment of the possible impact of a proposed change
on the equity of a health care system. It does not,

however, provide a way of deciding which bench-
mark is to be given priority in cases where differ-
ent aims conflict. The benchmarks are not neces-
sarily given the same weights and these weightings
can change in different health systems. For this
reason, this method cannot be used to give a total
score to a proposed change by adding up the ef-
fects on different benchmarks unless there is first
an agreement on the weighting of each. This, how-
ever, does not affect the main strengths of this
method. By its very comprehensiveness and by re-
quiring that prognoses on the impact of a health
policy change be justified, it reveals areas of vague-
ness both in the description and in the projected
effects of a reform project. It also fosters explicit
discussion of how important values will be affected
by the proposed change (table 3).

Open questions

Selective contracting is primarily viewed as a
method for controlling health care costs. It has also
been hailed as a necessary tool in the hands of in-
surance funds if they are to discharge a responsi-
bility for managing health care effectively [58]. 

However, its introduction in the Swiss health
care system raises a number of serious concerns, as
the effects this reform could have on equity are
both uncertain and potentially serious. Two points
should be made clear. Firstly, attaining “the most
good for the least cost” is traditionally in tension
with equity concerns. After all, dropping all cover-
age of the chronically ill would indeed decrease

costs and the effectiveness of the treatments these
patients receive, while very real, is less dramatically
measurable than that of acute life-saving care.
This, however, shows the kinds of pitfalls that we
risk if we only look at costs. It is essential that eq-
uity should not be absent from the political agenda.
Secondly, this means that making health insurance
plans responsible for managing health care may in
itself be a problematic goal. Market forces cannot
and do not function to optimise the delivery of
health care [59]. Private corporations do not have
the incentives to protect equity that elected repre-
sentatives have. Indeed, it may not even be a part

Conclusion

1. Will health insurance funds engage in a coordinated effort for the prevention of disease?

2. In what manner and in what degree of detail will needs be assessed?

3. How will insurance contracts ensure an appropriate number of health care providers?

4. What will the degree of transparency and precision in the criteria used for choosing healthcare providers be?

5. How explicit and credible will these criteria be?

6. Will coverage of services by additional physicians be offered as voluntary additional insurance?

7. What security will be offered to patients who are more likely than others to generate high costs, such as the chronically ill or the elderly?

8. What is the nature of the link between the number of physicians and utilization of health care services in Switzerland?

9. What incentives, if any, will be implemented for efficiency and quality of care?

10. Could a decrease in administrative efficiency be prevented?

11. Will health insurance funds function as competitors in a free market or as a cartel?

What this method can do:

Provide a systematic assessment of the possible impact of a proposed change on the equity of a health care system

Require that the prognosis on the negative or positive impact be justified

Reveal areas of vagueness both in the description and in the projected effects of a reform project

What this method cannot do:

Give a completely objective “score” to a proposed change

Give priority to one benchmark over another

Table 2

Open questions.

Table 3

Strengths and limits
of this approach.
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of their expected role. Giving up democratic ac-
countability regarding health care is a dangerous
choice. In its current form, the proposal to intro-
duce selective contracting in the Swiss health care
system may very well be a step in the wrong direc-
tion.
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