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SOCIAL JUSTICE AND EQUITY 
IN HEALTH IN PORTUGAL 
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1 - Introduction 

So I must confess that the outcome of the discussion is that 
I know nothing. After all, if justice still remains undefined, I can 
hardly know whether it is in fact a virtue or a vice. Nor can I know 
whether the just man is in fact happy or miserable. 

PLATO, The Republic 

Since 1980 there has been mounting concern in European countries over 
inequalities in health and health care. A vast research effort to monitor and 
explain them has been initiated, producing an array of statistics which gener
ally present a mirror image of the patterns found by the Black Report for the 
UK (DHSS, 1 980). In broad terms, these indicate that lower socio-economic 
groups experience higher mortality and morbidity rates than their better-off 
peers; while their use of health care services, when controlled for need, tends 
to be relatively lower (cf. lllsley and Svensson, 1986; ENSP/WHO, 1987). Much 
of this work, however, concentrates on measures of service-utilization and out
come (mainly mortality), unquestioningly implying that equalizations of such 
parameters are objectives of national health policies. As a guide to policy it 
may well be ill-conceived or inappropriate. Each country will have its own equity 
goals suggesting different policies and more or less difficult trade-offs with other 
objectives (efficiency and preservation of individual liberty, for example). Thus, 
if a health system has equity of access to health care as its aim it is not directly 
relevant to monitor differences in health care consumption «per se» and much 
less differences in mortality. Yet only in isolated cases have attempts been 
made to relate empirical findings to the general equity objectives of health sys
tems and to locate the latter in philosophical discussions of societal goals. 

_Economists were early to see that without more explicit consideration of 
normative issues the debate on equity in health and health care would remain 
«confused and confusing» (Mooney, 1 983). A limited amount of work was ini
tially undertaken on especifying the objectives of health policy with regard to 
equity (Le Grand, 1 982; Mooney, 1 983). Notions such as equality of public 
expenditure on health services, equality of access to health care and equality 
of health itself were discussed, yet there was a failure to locate these specific 
objectives in theories of society and public policy and to relate them to exist
ing economic definitions of equity. 

(*) Assistente de Economia da Saude na Escola Nacional de Saude Publica. Aluno p6s
-graduado na Universidade de York, Reina Unido. 
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If the economist is to provide useful policy recommendations for allocat
ing scarce resources in a form which promotes equity, then the term must be 
defined in as precise a fashion as possible. The present article, therefore, 
reviews recently proposed as well as potential economic formulations that may 
help do clarify the crucial definitional stage of a research strategy in inequality 
in health. In this sense, then, it is best seen as a platform to a rigorous posi
tive analysis of the problem in Portugal; and as an attempt to avoid, in later 
stages, the confusion which seems to permeate the field. 

There is of course no reason why it should be economists who tackle ques
tions concerning the normative aspects of equity in health. Some might even 
argue that equity is not a legitimate economic concern and that economists 
in discussing the problem are trading dangerously on the terrain of political 
philosophers. Objections usually involve a three-pronged attack: that it is imprac
tical to define equity since the diversity of individuals' views on the issue means 
that a consensus cannot be achieved; that, unlike efficiency, it involves value 
judgements and is therefore not amenable to positive analyses; and that it is 
impossible to describe a distribution as just or unjust when it is the result of 
the operation of the free market since no individual is responsible for the out
come. All these points have been shown to be seriously flawed (Thurow, 1976; 
Le Grand, 1984). Despite there not being anything approaching a consensus 
among economists on the meaning of equity - in the health field or anywhere 
else-, economic science can, in fact, provide definitions which are at the 
same time sufficiently general to command a broad consensus of value posi
tions and sufficiently specific so as to permit useful application to health policy. 

I begin in part 2 by identifying the equity objectives of Portugal's health 
system. Part 3, which constitutes the main body of the article, critically 
appraises formulations of equity, from Nozick's (1974) libertarian conception 
of social justice as «entitlement» to Sen's (1980) «equality of basic capabili
ties», which broadly reflects socialist values. The aim throughout is to consider 
whether discipline-based conceptions reflect Portuguese health-equity concerns 
and can help us in the task of measuring adequately patterns of inequality, the 
factors which contribute to it and the corrective action which should be taken. 
Finally, part 4 provides some conclusions and suggestions for further research. 

2- Equity and the Portuguese NHS 

The question of equity in health and health care has, until recently, either 
been ignored or treated rather ambivalently by Portuguese legislators and policy 
makers. Unlike other developed countries, where for many years, policy state
ments have revealed a concern for some kind of equality in provision or access 
to services or at least that no part of the population should fall below a desig
nated safety net, Portugal is a latecomer to political acceptance of equity goals 
in the health sphere. Only as late as 1976 does the question surface with explicit 
recognition in the post-dictatorial Constitution of the «right of all to the protec-
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tion of their health as well as their duty to safeguard and promote it)) (Cons
tituir;ao da Repubica Portuguesa, 1 . a revisao, 1982). The collective right 
requires, according to the Constitution, the creation of a universal, general 
and free national health service and systematic improvement of the economic, 
social, cultural and working conditions which garantee and promote health. With 
regard to the former the State should garantee equity through «the acess of 
all citizens, independently of their economic status, to preventive, curative and 
rehabilitation services)); as well as through «rational and efficient physician and 
hospital cover throughout the country)) (ibid.). The treatment of factors exter
nal to the health care system is less clear since nothing else is said on the 
matter in article 64, which considers health. There are, however, in other sec
tions of the Constitution various pronouncements on equitable access to com
modities which may be rightly considered as health producing (i. e., adequate 
housing, sanitation, safe working conditions and education). If these are taken 
in conjunction with the statement that health protection is assured through the 
creation of an NHS and a health promoting environment, there appear to be 
good grounds for interpreting the Constitutional health equity objective as «equal 
access to the commodities which affect healthll. I shall assume, for now, that 
this is the correct interpretation. 

Subsequently, in 1979, the National Health Service Law was passed 
through Parliament. It was, according to its proponents (the Socialist Party), 
an application of the principles embodied in the Constitution. It was argued that 
the State should progressively assure the attribute of «equality)) in national health 
policy and that specific measures should be ajusted to those in other related 
sectors (Assembleia da Republica, 1979). Yet, beyond the preamble the law 
had nothing to say about health «per se)): it is strictly about health services. 
Article 4 states that «access to the NHS is garanteed to all citizens indepen
dently of their economic or social status)) (ibid.). Elsewhere (Pereira eta/., 1985}, 
I have argued that the correct interpretation of this statement is in terms of 
«equality of access to NHS care for equal need)). This seems the only plausible 
way of formulating the NHS's aims. In economic terms what is at issue here 
is a concept of horizontal equity expressed in terms of access: that is, equal 
access for equal need. Whether vertical equity - unequal access for unequal 
need- is also an objective is debatable (1). I shall assume that despite the 
commitment to provide all forms of care (the universality objective) vertical 
equity is not explicitly an aim of the Portuguese NHS. 

Policy statements since the creation of the NHS have been rather ambiva
lent with regard to equity. Generally, there have been vague commitments to 
equitable distribution of resources and non-discrimination in treatment, but few 
concrete pronouncements on guiding objectives. Fortunately, much of the con
fusion has recently been cleared up. The present government, in its programme, 

(1) See West (1981) for a discussion of the concepts of. horizontal and vertical equity when 
applied to health. 
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specifies very clearly what its aims will be with regard to equity. It will seek 
to «guarantee effective equality of opportunity to all citizens in access to health 
care» (Presidencia do Conselho de Ministros, 1987). This seems, at first sight, 
consistent with the NHS objectives described above. However, the Government 
will also seek to «alter the National Health Service Law, recognizing particu
larly the viability of alternatives to it and providing incentives for the creation 
of health insurance schemes» (ibid.). Arguably, then, the correct objective in 
future will be not equality of access to NHS care, but to health care, both public 
and private. Just how equality of access to private health insurance will be 
achieved is not spelt out, bur for our purposes it is important to realize that 
its measurement is equally important to that of access to the NHS since the 
Government has committed itself to equity of access to health care in 
general (2). 

There seem, therefore, to be three possible interpretations of equity in Por-
tuguese health policy, all defined in terms of equality: 

t) Equal access to the commodities which affect health (Constitution); 
it) Equal access to NHS care for equal need (NHS Law); 

iit) Equal opportunity of access to both private and public health care 
(XI Constitutional Government Programme - Social Democrat). 

These should be taken as the correct yardsticks for the measurement of col
lective decisions in the achievement of equity in Portuguese health and health 
care. Discussions of similar egalitarian definitions are to be found in Le Grand 
(1982) and Mooney (1983), who looked at equity objectives in the UK. More 
recent work, however, has suggested that we need to look beyond such «sim
ple» formulations since they suffer from a number of analytical and practical 
problems and may in some cases conflict with commonly held views on what 
is just and fair [significantly, both Le Grand (1987) and Mooney (1987) have 
argued along these lines]. What seems to be missing is the location of their 
philosophical and economic underpinnings.This is necessary both in order to 
enhance our understanding of what equity in health and health care entails and, 
more pragmatically, to provide a guide as to how eventual monitoring of objec
tives should be tackled through positive analysis. Therefore, the focus of the 
rest of the paper will be on the philosophical and economic basis of health
equity objectives and the practical forms of interpreting them in research. 

3 - Principles of equitable distribution 

Various conceptions of equity have been suggested in the literature which 
are relevant for the health inequality debate. No comparable consensus has 

(2) Some could argue, with reason, that a more consistent specification of the Government's 
health equity objectives would be in terms of a «decent minimum» (see part 3) rather than in terms 
of equality. 
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yet been achieved to that held by Pareto optimality, which dominates economic 
discussions of efficiency. I propose to review here the most prominent princi
ples of equitable distribution, with a view to finding those which reflect the con
cerns of Portuguese legislation and policy and which are suitable for positive 
analysis. 

An obvious starting point is to consider criteria for evaluating different defi
nitions. Three important guidelines which have been suggested are that a prin
ciple should have small information requirements (in particular, it should not 
require that utility be interpersonally comparable or cardinally measurable); that 
it shoulds be easily comprehensible; and that it should be possible to find allo
cations of resources that are simultaneously equitable and Pareto efficient (see 
Rawls, 1971; Sen, 1977; Pazner and Schmeidler, 1978). Le Grand (1984) sug
gests, however, that the most important criterion and «one besides which these 
others seem essentially secondary is that of intuitive acceptability [ ... ] (that 
is, a criterion which will) [ ... ] command general agreement». In the present 
article this is taken to mean a principle that faithfully reflects the concerns of 
legislative and policy statements (i. e., the discussion in part 2). This will not 
reduce the choice of distribution principles to identifying that which is broadly 
in line with a society's value set -arguably its specificity and potential for 
empirical application are equally important -, but we will have gone some way 
to clearing up doubts as to its acceptability in a given context. 

3.1 - Distribution according to entitlement 

The libertarian philosopher Robert Nozick (197 4) provides a most consis
tent and illuminating discussion of equity, often discussed by economists, in 
his theory distribution according to <<entitlement». Its core position is that one 
is entitled to what one possesses provided it was acquired justly: that is, through 
earnings, through inheritance or through redistribution by government of hold
ings aquired illegally. It is, therefore, a procedural theory: whether or not a 
specific distribution is considered equitable depends entirely on the path used 
to reach it. Its implications for equity in health are fairly straightforward. No 
one citizen has a right to health care unless it has been acquired through the 
market. Attempts at redistributing resources, even if they were aimed at provid
ing incentives for those who use health services less efficiently (i. e., the less 
educated and the poor) would in themselves be considered an injustice. The 
theory also attaches no weight to -the unfortunate: it is essentially a matter of 
fate that some are born in a healthy condition and others are plagued with 
chronic medical problems. Nor is there recognition of sentiments of caring or 
generosity by the well with regard to the unwell, often given practical expres
sion in the subsidization of health care services (Culyer, 1980). Finally, it fails 
to consider either the role of possessions which are received as social goods 
(i. e., medical education) or the pervasion of externalities and consumer ignor
ance in the health care market. 
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3.2 - The «decent-minimum, 

Given the extreme consequences of Nozick's principle of distribution for 
social or health policy other Libertarians have suggested a role for some sort 
of safety net, that is a standard below which individuals should not be allowed 
to fall. Such an approach - often designated as the decent minimum - points 
towards a configuration of health services strongly weighted towards the pri· 
vate sector, with the State providing a limited and minimal level of care for 
the poor. The key to its operationality is that it requires a value judgement as 
to what constitutes the decent or social minimum, but strangely its proponents 
have been reluctant to define exactly what it is. In the health field only En· 
thoven's (1980) discussion of a Consumer Choice Health Plan comes close to 
doing so. Instead of criteria he suggests a list of «basic health services» which 
Health Maintenance Organizations (HMO's) should provide. But it is far from 
clear that at the end we are left with a clear idea of what constitutes a decent 
minimum, since he provides no sound reason as to why certain types of care 
should be left on or off the list. Ultimately, the distinction made between high 
an low option plans suggests that we can choose the «decent minimum» by 
reference to average costs for actuarial categories. This seems a somewhat 
unjust principle for allocating health care. 

3.3 - Utilitarianism 

The goals of utilitarianism are commonly summarized as «serving the 
greatest good for the greatest number». In economic terms this implies a deci· 
sian rule where resources are allocated so as to maximize aggregate utility. 
Quite why some writers view utilitarianism as a theory of equitable distribution 
is difficult to perceive. On the one hand, it is well established that an egalitar
ian distribution can only result under classical utilitarian principles if there ex· 
ist identical preferences (Culyer, 1980). Yet there is a stronger argument against 
it, brought out in Sen's (1973) well known comment that «maximizing the sum 
of individual utilities is supremely unconcerned whith the interpersonal distribu· 
tion of that sum». The activities or individuals to which resources are allocated 
at the margin depends simply on comparisons of utility. Thus, if a rich individual 
responds better to a given course of treatment than a poor one, the utilitarian 
decision rule requires that more resources be attributed to him. The resulting 
distribution may well be efficient but it is unlikely that it will conform to most 
people's conception of equity. There are also various technical problems as· 
sociated with utilitarianism, all inevitably linked to the impossibility of interper
sonal comparisons of utility. Indeed, the identification of a just utilitarian dis· 
tribution depends upon such a wealth of empirical facts which are so difficult 
to obtain that it seems unproductive to attempt to apply it to health and health 
care. Furthermore, these factors are not directly deducible from the principle 
itself, which further complicates the exercise. 
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3.4 - Rawlsian maximin 

Another prominent philosophical discussion of social justice, which has at
tracted the attention of economists, is John Rawls' (1971) theory of maximin. 
It makes justice an uncompromising aim in suggesting that social policy should 
seek to maximize the position of the least well-off. Rawls considers a set of 
goods whose production and distribution, he suggests, should not be left to in
dividuals themselves. These «primary social goods» include basic liberties; free
dom of movement and choice of occupations against a background of fair op
portunities; powers and prerogatives of office; income and wealth; and the social 
bases of self-respect. Rawls then hypothesizes an «original position» where all 
individuals operate under a «veil of ignorance». In such a context rational men 
would be risk averse and choose as a preferred arrangement a situation where 
the worse off have their position maximized. What drives them to such a choice 
is not a concern for the least advantaged, but a fear that they themselves might 
turn out to be, once the veil of ignorance is uncovered, the worst-off citizens 
in society. 

According to Le Grand (1987), the application of Rawlsian maximin to the 
health field requires that inequalities in either health or health care be justified 
only if they operate to the benefit of the least advantaged. He criticizes such 
a rule as a guide to health policy on two grounds. First, because it raises a 
number of theoretical and practical difficulties. For instance, are the least ad
vantaged to be defined in terms of their overall consumption of primary goods 
or in terms of health or health care? Furthermore, is it realistic to suppose 
that we can readily distinguish those inequalities that benefit the least well
off from those that do not? One could add that the principle implicitly suggests 
that an equitable distribution would be that where all individuals have the health 
status of the sickest person. The second objection has a libertarian strain. It 
is that maximin would lead to redistribution to those whose poorer health, in
adequate consumption of health care or actual poverty were the result of their 
own decisions. Arguably, however, Le Grand's direct application of the Rawl
sian principle to the health field .is too ambitious, for neigher health or health 
care were designated as primary social goods by Rawls himself (3). Daniels 
(1981) has suggested that the most promising strategy for extending maximin 
theory to the health field is to include health care institutions among the back
ground institutions involved in providing for fair equality of opportunity. However, 
such an approach merely has the effect of colapsing the definition of equity 
into one of equality of opportunity of .access to health care (4). Therefore, 

(3) Indeed, including either health or health care would imply trade·offs with other primary 
social goods such as income and wealth and inevitably interpersonal comparisons of utility which 
Rawls is keen to avoid (Arrow, 1974). 

(4) Daniels himself readily admits that his account «does not pressupose the acceptability 
of Rawl's theory>> (Daniels, 1981). 
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although this interpretation appears in tune with the concerns of Portuguese 
health policy, it has the unfortunate effect of making the theoretical structure 
redundant. We are left with no more than a simple interpretation of equity, which 
is problematic, and no idea as to how the concept may be applied in positive 
analysis. 

3.5 - Envy-free allocations 

The theoretical and practical problems associated with Utilitarianism and 
Maximin have led to a number of economic discussions which seek to provide 
a more rigorous grounding for equity concerns. One such approach concentrates 
on defining the essencial characteristic of an equitable distribution. It is sug· 
gested that it is best described by the criterion of non envy: that is, where a 
person's relative advantage is judged by the standard of whether, he or she 
would have preferred to have had the commodity bundle enjoyed by another 
person (Pazner and Schmeidler, 1978; Varian, 1987). This approach is not al· 
together dissimilar from Rawls' view. It shares with it a concern that no in· 
dividual should be actively excluded from enjoying the commodities which af· 
ford opportunities for living a satisfying life. Presumably individuals would only 
not be envious of others if they were assured that this were the case. But the 
list of things underlying the non-envy approach is arguably less extensive than 
Rawls' characterization of primary goods. While income is certainly implicit in 
the approach, it is unlikely that other considerations discussed by Rawls, such 
as the social bases of self-respect, can be accomodated. 

Despite its attraction to economists as a discussion of equity, it is doubt· 
ful whether the non-envy approach could be suitably applied as a guide to health 
policy. On the one hand, it is well-established in the technical literature that 
the pursuit of non-envy can lead to some peculiar and unpalatable results (Feld· 
man, 1987; Varian, 1987). When agents are more or less symmetrical, the con· 
cept seems to work quite well; yet if one or more agents happen to be, say 
chronically sick, there is no opportunity for exogenous compensation within the 
framework. Similarly, it could not account for a case where a kidney patient's 
demand for dialysis takes precedence, by general agreement, to a tennis 
player's demand for rackets; or less trivially, to demand for analgesics. What 
is missing then is a view of what others might regard as equitable and not simply 
oneself. The approach also fails to provide a more or less complete ranking 
of alternative states, which clearly appears necessary in the health field. It gives 
only an answer as to what constitutes a fair distribution; should no such feasible 
allocation be found (as seems to be the case in many situations in the techni· 
cal literature) one is left with no suggestions as to how decisions should be 
taken. Furthermore, even if fair allocations were found it does not follows that 
two states passing the criterion would be readily accepted as equally just. 
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3.6 - Maximization of health 

Health ecomomists have traditionally approached questions of distribution 
from a different angle. Rather than appealing directly to a general principle of 
justice or defining what constitutes an equitable distribution, they have looked 
at what motivates individual concerns for fairness in health. One group of writers 
have formalized such an approach through what is commonly termed the «Caring 
externality» (Lindsay, 1969; Culyer, 1971 ). In contrast to the paradigmatic eco
nomic approach, individuals are held to be concerned not only with the bundle 
of goods and services they are to receive, but also with that to be had by others. 
In this sense, generosity, sympathy or caring are explicitly incorporated into 
the analysis through the mechanism of specifically interdependent utility func
tions developed by Hochman and Rogers (1969). This is in stark contrast to 
the non-envy approach which has dominated economist's discussion of equity. 
There, individuals consider the consumption bundles of others merely for the 
effects of comparison. 

Although this research was originally conceived as an explanation of 
widespread support for direct public provision of health care, indirectly, it holds 
important implications for the type of equity which should guide health policy. 
I would argue that there are three key insights suggested by the approach: 
health status as the focus of concern; an absolute rather than relational objec
tive; and a role for exogenous compensation. Economists at York University 
have recently suggested, albeit tentatively, a conception which apparently draws 
on these insights (Culyer, 1987; Maynard, 1987). It is that a distribution which 
maximizes health, as measured by the technique of Quality Adjusted Life Years 
(QALY's), is essentially equitable. 

QAL Y maximization, however, remains a controversial topic among health 
professionals (Smith, 1987) and even among economists (West, 1986). In par
ticular it is argued that a maximization approach ignores the distributional con
cerns of public health care systems such as the NHS. Maximizing the sum of 
individual health states tells us nothing about the interpersonal distribution of 
that sum. Defenders of the OAL Y approach could quite rightly respond that 
this is a pointless criticism since health cannot be redistributed among in
dividuals. Yet behind it lies a more fundamental argument. Consider the case 
of Antonio (who is relatively rich, well educated and well nourished) and Bela 
(poor and relatively ignorant of efficient health production methods). Both suffer 
from the same ailment and both undergo the same treatment. Yet because of 
his personal and environmental characteristics Antonio is able to better respond 
to treatment and thus gains a greater number to QAL Y's. Should health policy 
then redistribute resources to individuals like him? Clearly few would agree with 
such a principle. However, according to Culyer (1987), it is perfectly feasible 
to incorporate non-utility information into the QAL Y metric by attaching weights 
to current health distributions. He gives the examples of age or desert but 
presumably socio-economic information could be similarly incorporated. If the 
weights are correctly applied in the sense that they reflect societal concerns 

353 



on health equity, then we are left with a conception which is specific and em
pirically testable. 

At present, the QAL Y maximization approach to equitable distribution re
mains handicapped by the failure of its proponents to actively defend it and 
develop its implications. It must be shown that, generally, suitably weighted 
QALY maximization will yield results which are harmonious with equity concerns 
and that unpalatable outcomes are not a significant feature. Yet even if this 
were accomplished there would inevitably remain doubts as to the suitability 
of the approach. In particular the wealth of information required could prove 
irreconcilable with the obvious criterion that a principle should have few infor
mation requirements. Nor should we underestimate the actual shortcomings of 
the QALY metric itself; for example, problems of measurement or its handling 
of risk and certainty (5r Furthermore, although it need not do so, it is very 
likely that QAL Y maximization would lead to an excessive concentration on the 
effects of medical procedures in detriment to othe,r health producing activities. 
Inequalities which are generated outside the health care system would tend 
to be overlooked unless there were opportunities for compensation within it. 
Finally, one could also object to the very idea of health maximization as the 
prime objective of health systems. Of course, it would take a courageous stretch 
of the imagination to believe that it should not be an aim or indeed that techni
cally it is not the best way to proceed. Yet health systems consistently reveal 
other aims as paramount: the demonstration of caring or the non-exclusion of 
patient groups, for example. We saw earlier that non-discrimination was an im
portant feature of Portuguese health policy objectives. It may be that the over
all aim of medical care is indeed health maximization, but that specific provi
sion arrangements (such as an NHS) have adjacent objectives (such as 
guaranteeing equal access for equal need) which take precedence in any even
tual trade-off. 

3.7- Equity as choice 

I turn now to Le Grand's equity as choice approach (Le Grand, 1984, 1987). 
Its core position, when applied to health, is stated as follows: «if an individual's 
ill health results from factors beyond his or her control, then the situation is 
inequitable; if it results from factors whith his or her control, then it is equitable» 
(Le Grand, 1987). Formally, an individual is said to be faced by a choice set 
which he seeks to maximize subject to constraints - the factors beyond in
dividual control. An equitable situation is that which is the outcome of individuals 
choosing over equal choice sets. What matters here, then, is not the end result, 
but the history of a specific situation. In this sense, equity as choice hearkens 
back to Nozick's (197 4) entitlement formulation. 

(5) See West (1986) for a discussion of such problems. 
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Figure 1 (reproduced from Le Grand, 1987) illustrates the general argu
ment. An individual's health status (h) is plotted agains the quantity of a health
harming activity (q), such as smoking, drinking or working in a stressful en
vironment. It is assumed that a trade-off is possible between h and q. Le Grand 
considers two individuals, A and B, whose choice sets between h and q are 
identical and portrayed by the frontier RT. Both derive utility from the health
harming activity and from health itself, but individual A derives greater pleasure 
from q relative to h, when compared to individual B. These assumptions are 
incorporated in the position of the indifference curves Ua and Ub. A's 
equilibrium point (determined where Ua is tangent to RT) implies a lower level 
of health (hJ than individual B's (hJ. According to Le Grand's conception, this 
situation is not inequitable since both A and B have made informed decisions, 
exercised over the same range of choices and based on their own particular 
preferences. 

h 

ho 

FIGURE 1 

Equity as choice 

he -----------------

0 

Source: Le Grand (1987). 

u. 

q 

A third individual, C, is now introduced into the analysis. His preference 
ordering is the same as B's, but given that he faces a different choice frontier 
(RX), his equilibrium health level turns out to be below B's at he. The shape 
of RX, according to Le Grand, incorporates the assumption that individual C 
is poorer and less able to withstand the effects of the health-harming activity. 
The differences in health between B and C are not held to be inequitable, since 
they arise not from dissimilar preferences, but from different feasible choice 
sets. Therefore, distributions are only equitable if they are the outcome of in
dividual choice under equal constraints. 
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Is this a suitable formulation of equity concerns in the health field? Cer
tainly it has quite obvious advantages. On the one hand, by paying due respect 
to a distribution's history, it serves as a useful reminder that information on 
end-states may not provide a sufficient basis for making equity judgements: 
it is equally as important to know how a particular distribution came about. 
The choice theoretic framework in which the analysis is argued should also 
facilitate comparison with other economic principles of distribution and allow 
further development at the conceptual level. So far only the foundations of the 
approach have been put forward. Equity as choice also reveals promise for 
application in positive analysis. In Grossman's (1972) model of the demand for 
health it has a ready made framework of individuals exercising choices regard
ing health investment and consumption decisions within constraints. Equity un
der that model could be interpreted as equalizing the present cost of health 
investment for all individuals. Intuitively such an approach appears remarkably 
similar to equalizing the constraints people face. 

Unfortunately, the equity as choice account is also open to a number of 
criticisms. It is far from clear, for example, that Le Grand has established, as 
he contends, a definition of equity which commands wide agreement in soci
ety. Some might argue that in the field of health, where uncertainty and con
sumer ignorance prevail, individuals are simply not in a position to make 
informed decisions. This problem is particularly acute in the case of medical 
care, while addiction to health-harming activities, as Le Grand accepts, poses 
related difficulties. In short, the assumptions of autonomous preferences com
plete certainty and perfect information appear rather extreme in the health con
text. This is not, however, a crucial argument since relaxing the assumptions 
could make the account more relevant, albeit with the loss of its definitive fea
tures. The introduction of uncertainty into the Grossman model as in Dardanoni 
and Wagstaff (1987) is a case in point. I should like to argue, however, that 
doubts over the equity as choice approach go deeper. In particular that there 
are flaws in two crucial stages of the analysis: the diagrammatic exposition 
which implies that individuals trade-off health-harming activities whith health itself 
and the egalitarian prescriptions which strangely seem to arise from the 
analysis. 

We have seen that figure 1 yields consistent results showing that judge
ments as to the equity of a particular outcome will depend on the configura
tion of preferences and feasible choice sets. But now suppose we wanted to 
know (as seems reasonable) the efects on health of differential preferences 
regarding a health-producing activity, such as consumption of medical care (6). 

It is not difficult to perceive the utility maximizing analysis breaking down due 
to health and health care being joint products. In other words, the results 

(6) Indeed, a valid criticism which could be aimed at Le Grand's analysis is that it is overly 
concerned with health-harming activities; the effects of health-producing activities are simply not 
considered. 
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obtainable through figure 1 depend crucially on the conventional properties of 
feasible sets and preference orderings applying. In the case of joint products 
1hey will not hold. Surely it is fair to ask that a diagrammatic framework should 
handle equally well the effect on health of both health-harming and health
producing activities. 

The problem seems to be that individuals do not directly trade-off health
harming and health-producing activites with health itself. They «choose» their 
health levels by trading-off the activities against each other: either investing 
or disinvesting in their health stock; in the former case through activities such 
as health care or education, in the latter through insalubrious lifestyles, nutri
tion or work environments. The final product -healthy days free of illness
is the result of trade-offs between these commodities. 

The other major weakness in the account is brought out sharply in the 
discussion of policy implications. One cannot help out be surprised how from 
an individualist framework arise fairly conventional egalitarian arguments. 
Although this is, of course, not inherently impossible there is a problem in so 
tar as the latter are not intuitively derivable from the teoretical construct, but 
depend at various stages on the introduction of further value judgements. It 
begins with the ruling out of equity as choice as a guide to allocation of treat
ment, because health professionals are judged nor to be able to undertake such 
decisions. Rather, it is suggested that the criterion should only be applied to 
decisions on individual or community financing of treatment. It is shown that 
in this case applying equity as choice would yield the development of a per
fectly competitive insurance market as the optimal policy. Confronted by the 
extremeness of this implication, which would leave the poor and the risk-averse 
uninsured, Le Grand suggests a role for exogenous compensation and opts for 
a pragmatic solution where a government agency levies a uniform charge on 
all individuals. None of these steps are logically derivable from the account. 
They are simply the result of further value judgements being introduced, 
because the probable outcomes are viewed as inequitable! This problem arises, 
of course, because the concepts of choice and constraints have been vaguely 
defined. Thus it is possible to transform what is apparently a precise concep
tion into one where at every stage new value judgements are introduced if out
comes appear unfair. The dividing line between variables over which individuals 
can exercise choice and those which constitute constraints must, therefore, 
be the subject of careful definition in future. 

3.8 - Egalitarianism 

Returning to classical notions of justice, we come across one - designa
ted by the term Egalitarianism - which is often supported by Socialists C). 

(7) Egalitarianism provides the most direct philosophical basis for the definitions of health
equity, identified in part 2 as being the aims of Portugal's health system. 
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This is sometimes taken to mean equalizing individual net benefits (i.e., health 
status) or, once it is admitted that some attributes cannot be physically dis
tributed, equalizing individual opportunities tor such benefits. Lengthy discus
sions of the distinctions possible within this approach and the competing policy 
objectives which they imply have been a feature of recent contributions to the 
health and social policy literature (B)_ The question of relating egalitarian policy
specific definitions to their economic or philosophical base has, however, been 
virtually ignored. In economics important contributions have been made on the 
specification of egalitarian objectives (9), yet one cannot help but feel that the 
lack of rigorous and consistent health-related analyses is due to egalitarianism 
as a principle of distribution remaining too elusive a concept. 

More questions seem to be posed by the account than are answered. Con
sider, for example, Dworkin's (1981) influential discussion of equality of wel
fare and quality of resources C0

). In the health field does equality of welfare 
require equality of health or attainment of equal levels of utility? Does equality 
of resources require simply equality of access (or opportunity of access) or does 
it require the use of resources in equal quantities? Should the definitions be 
applied in relation to State provided health care or across all resources, public 
and private? 

3.9 - Equality of basic capabilities 

It seems fruitless to prolong the search tor a conceptual grounding tor 
equitable health policy within egalitarianism. I whould suggest that a more 
promising formulation of equity concerns is to be found in Sen's concept of 
basic capabilities (Sen, 1980, 1985). It provides a clarification of the debate 
on whether resource or welfare equalization should be the object of policy by 
examining thoughtfully the transmission process from commodities (resources) 
to final outcomes (welfare) and arguing that it is the capability people have to 
transform commodities into human tunctionings (such as being able to work) 
which matters. The approach has been shown to be useful tor the study of 
poverty issues (Sen, 1983) and more generally tor the definition and measure
ment of the standard of living (Sen, 1987). I should like to argue that basic 

(B) See O'Higgins (1987) for an interesting discussion and also Le Grand (1982) and Moo
ney's (1983) well-known contributions. 

(9) See, for example, Atkinson, 1982, Klappholz, 1972, and Roemer, 1986. 
( 10) For Dworkin, equality of welfare holds that «a distributional scheme treats people as 

equals when it distributes or transfers resources among them until no further transfer would leave 
them more equal in welfare». Equality resources, in contrast: «treats them as equals when it distri
butes or transfers resources so that no further transfer would leave their share of total resources 
more equal>> (Dworkin, 1981, pp. 185-186). 
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capabilities is a novel way of specifying health equity objectives, how we should 
go about attaining them and how progress should be monitored, while at the 
same time sharing some common themes with mainstream health economics. 
It thus warrants much closer attention by economists with an interest in the 
health inequality debate. 

Sen's rationalization for focusing on basic capabilities actually derives from 
weaknesses inherent in the Rawlsian and Utilitarian approaches. The first is 
said to suffer from goods fetishism: a focus on the goods rather than what 
they can do for people. To take the example of health care, it is generally 
acknowledged that people do not demand the good in itself, bur rather for what 
it may contribute to health. It is the opportunities it provides for pursuing a 
healthy life which matters. Utilitarianism is, of course, concerned with what 
goods do to people, but it uses a measure which overly focuses on mental 
and emotional reactions to those goods. Arguably, non-utility information is 
equally as important and this requires that the central focus of analysis be on 
a much wider range of variables which explain what commodities do for peo
ple and how people use them to produce human activities. 

The argument can be exemplified through figure 2, which shows the chain 
from goods to utility. On the left hand side is the world of commodities, which 
has been the traditional focus of economics when discussing questions of dis
tribution (i. e., the non-envy approach). These commodities are transformed into 
more fundamental intermediate products, which Sen in common with Lan
caster's (1966) pioneering approach calls characteristics. A focus on charac
teristics would lead one to interpret the demand for health care as a demand 
for factors such as clinical efficacy, caring by the GP and so on. Moving to 
the world of people, how individuals use characteristics of goods to produce 
human activities is described by Sen as functionings (i.e., earning one's living, 
following leisure pursuits, being in good health, etc.). Most economists would 
typically regard the link from functionings to utility as unproblematic. Sen dis
agrees arguing that although higher levels of utility are associated with better 
functionings the connection is by no means straightforward. For instance, sup
pose we were faced with the problem of distributing resources between Ana, 
who despite being physically disabled has an invariably optimistic disposition, 
and Bernardo, who suffers from r.o particular ailment, has a high marginal util
ity of income, but is essentially pessimistic at heart so that in terms of total 
utility he is actually worse off than Ana. Focusing on utility would lead to a 
preferential allocation to Bernardo, which does not seem very fair. The reason 
is, of course, that what most would acknowledge to be Ana's greater needs 
no-where figure in the analysis. Concentrating on functionings, on the other 
hand, makes the interpretation of need paramount and allows it to be incorpo
rated as non-utility information. There are echoes here of the long standing 
advertence by health economists that needs must be seen as instrumental to 
the accomplishment of a desired end-state (in the example above, being able 
to move from one place to another) and that the success of health policy should 
be measured «in terms of changes in individual attributes» (Culyer, 1980). 
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FIGURE 2 

The chain from goods to utility 

COMMODITIES PEOPLE 

Goods Characteristics .. Functionings .. Utility 
"' "' 

Source: Sen (1980). 

Sen further argues that in terms of equity our interest is less in whether 
a person is functioning in a certain way and more on whether that individual 
has the capability to do so. Hence the guiding equity principle being «equality 
of basic capabilities». This argument is reflected in health-equity concerns where 
policy objectives are usually stated in terms of a person's access to health 
care rather than their utilization. A focus on functionings could imply that a 
person should be continuously using medical services, whereas the crucial idea 
is that they should be able to, when they choose so to do. 

An application of basic capabilities to health suggests that we should be 
interested in those functionings which are provided by good health (i. e., the 
ability to work, to enjoy life, etc.). Health status would then depend on the capa
bilities to function which people have available to them (fig. 3). These capabili
ties are in turn determined by goods (i. e., health care, education, food) or more 
directly by the characteristics of goods (clinical efficacy, knowledge of salu
brious lifestyles and calorie and protein intake, for example). In an important 
sense the characteristics of goods are related to environmental factors (avai
lability of medical care, good education, and nutritious food, for example) and 
personal characteristics (i. e., age, socio-economic, grouping, family size, etc.). 
Thus whether an individual is capable of achieving good health will depend on 
his access to health producing goods and his endowment of health producing 
functionings, which is itself partly determined by access to commodities. In 
short, with regard to equity, equality of capabilities implies equal access to 
health. In section 2 I suggested that the health-equity objective implicit in Por
tugal's Constitution is equal access to the commodities which affect health. 
Sen's formulation provides, I would suggest, a richer interpretation of that objec
tive while at the same time highlighting the inadequacy of intuitive definitions 
(i. e., the over-concentration on commodities themselves rather than what they 
can do for people). 
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There are also important implications in Sen's approach for economic 
analysis. It has much in common with models of household production which 
derive from Becker (1965}. This work has considered the importance of inputs 
such as time and environmental constraints in the production of fundamental 
utility-yelding commodities. In Grossman's (1972} model of the demand for health 
individuals produce durable health capital which may be accumulated and at 
the same time may require maintenance through investment in non-genetic 
human characteristics and the characteristics of goods. The fundamental com
modities produced by households -being able to work, to enjoy life, etc.
coincide for all intents and purposes with Sen's functionings. What distin
guishes them is that writers in the human capital tradition would normally not 
consider the link from functionings to utility as problematic. Sen, on the other 
hand, emphasizes that any two individuals, or the same individual at different 
times, may make identical choices when faced with the same capability set 
and yet may experience quite different utility levels. Therefore our focus should 
be on the capability set. Muellbauer (1987} argues that in empirical analysis 
this problem is not unsurmountable: «What is important is that the relations
hips determining the capability set are relatively universal and that the deter
mining variables and the chosen functionings are relatively observable.» 

Therefore, there seems to be much in Sen's formulation to recommend 
it and also an idea of how it might usefully be applied in positive analysis. As 
in Le Grand's equity as choice framework, however, inevitable problems will 
be raised in the definition of what is attributable to choice (i. e., individual tas
tes) and what to constraints (in the Sen framework, the capability set). There 
is an implicit argument that in the case of capabilities to achieve basic func
tionings (such as good health} the role of choice will be restricted, although 
many would probably want to give it more prominence than Sen. Culyer (1987} 
puts his finger on the problem when he suggests that it may be more prudent 
to use general notion of the <<characteristics of people» rather than <<basic capa
bilities» since the former does not exclude a priori some characteristics (wha
tever they may be) whereas the latter clearly does. Ultimately, one would need 
to look at what a particular society reveals as being important. Although this 
is a thorny exercise the type of discussion put forward in section 2 on the equity 
objectives of Portugal's health system could lead us nearer the answer. 

4 - Concluding comments 

In this article I have reviewed normative aspects of the health inequality 
debate which only very recently have begun to be adressed by economists and 
other social scientists. This is despite wide agreement that grasping their impli
cations is a prerequisite for understanding why people are concerned about 
inequality, how it should be measured, what causes it and how policies may 
be formulated and monitored. Although I have sought primarily to identify eco
nomic conceptions of equity which reflect the objectives of Portugal's health 
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system, the discussion is also relevant to other countries. Far too much 
research on health inequalities has tended to put the cart before the horse, 
identifying unequal distributions without considering if they are at the same time 
inequitable. It would be heartening to see future empirical work either prece
ded or related to the health equity objectives which particular countries reveal. 

Portugal has in recent years adopted egalitarian health policy goals. Of 
the principles of distribution reviewed, Sen's basic capabilities appears the most 
fruitful in interpreting such objectives. Strangely, thus far it has been virtually 
ignored by health economists. Future work should devote greater attention to 
establishing its theoretical foundations in the health sphere and above all to 
developing the link between normative and positive analysis. The same may 
be said of other principles recently put forward in the literature (i. e., the equity 
as choice and QAL Y maximization approaches). Above all, I hope this review 
shows that the study of normative aspects surrounding the inequality in health 
debate should not be disregarded; and that economists have a particularly 
important role to play in this area, given longstanding traditions in welfare eco
nomics in analysing the concept of equity. 
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