
Singapore's lamily savings scheme 
Medisave is a uniquely Singaporean solution to local public . 
health problems. But its basic notion of "saving for a 
rainy day" can have important implications for any society 

Y he bulk of medical costs in Sin
gapore are incurred by a domi
nant infrastructure of govern

ment hospitals , but there is a growing 
private hospital sector. The former is 
subsidised heavily from public taxes 
whereas the private hospitals are 
financed by a mix of personal pay
ments , limited insurance coverage and 
employment benefits which include 
company plans for workers or their 
families. 

Faced with mounting costs of the 
medical services, the Ministry of 
Health started looking at various op
tions to change the health financing 
system. The problem is to keep the 
balance between demand pressures 
and supply capacity . With growing 
affluence and greater health con
sciousness , many people now want 
more and better services. 

The government wants to provide a 
good health service of the highest 
quality, which is not only available and 
accessible to the population , but is also 
affordable and has to be paid for . So 
prior savings have had to be enforced 
to meet the expected rising costs of 
health care. 

These considerations form the 
underlying basis for the National 
Health Plan formulated by the Minis
try of Health in 1983. Its key proposal , 
the Medisave Scheme, attempts to 
impose compulsory savings and re
structure the present system of health 
care financing . 

The principal objectives of the 
National Health Plan are to secure a 
healthy, fit and productive population 
through active prevention and promo
tion of healthy lifestyles , and to im
prove cost-efficiency in the health 
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services. In addition to promoting in
dividual responsibility for maintaining 
good health , it aims to build up finan
cial resources so as to provide the 
means to pay for medical care during 
illness. 

Compulsory savings for medical 
care are regularly set aside by the 
transfer of six per cent of earnings into 
a personal Medisave Account. This 
forms part of the monthly Central 
Provident Fund (CPF) contribution 
which consists of 25 per cent of 
salaries contributed by the employee , 
and is matched by an equal amount 
from the employer. The CPF was 
started in 1955 as a compulsory sav
ings scheme for all workers in Singa
pore. It is designed to provide for old 
age retirement or permanent incapaci
ty. Previously , Singaporeans could 
withdraw all their CPF savings at the 

age of 55, but now a minimum balance 
of US $15,000 (US $1.00 is about 
2.2 Singapore dollars) has to be left in 
the Fund for medical care. 

The Medisave Account can be with
drawn to pay for hospital charges and 
some outpatient procedures , such as 
minor surgery, which are costly but do 
not require the patient to stay in 
hospital. Medisave does not cover 
general ambulatory treatment , for 
which the cost in Singapore is con
sidered affordable . Nor is it intended 
to cover long-term chronic illnesses, 
since other modes of care already 
provided through subsidised govern
ment programmes and by voluntary 

Singapore's Medisave health system enables 
even the poorest families to pay for hospital 
expenses and other costs incurred through 
illness. Photo WH O/K.H. Phua/P. Gaspar 
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Singapore's family savings scheme 

and charitable bodies continue to play 
a major role. 

Medisave can be used to pay for the 
medical expenses of immediate family 
members. It covers spouses, parents 
and children. So there is a shared 
family responsibility to look after the 
welfare of its members. It is hoped 
that Medisave will act also as a finan
cial incentive for the entire family to 
remain fit and well together, and to 
avoid incurring medical expenses for 
individual members. 

The Medisave Scheme was first im
plemented in all government hospitals 
from April 1984. Initially, Medisave 
accounts were allowed to pay for the 
full charges of hospital stay in lower
priced wards and only a partial com
ponent for the more expensive rooms. 
This was gradually extended to cover 
completely all categories of govern
ment hospital charges. 

Withdrawal rates for private hospi
tal charges, however, were subjected 
to a daily maximum, depending on the 
type of case . The scale of charges was 
first introduced as a pilot project in
volving the new National University 
Hospital from June 1985 onwards. 
Teething problems were ironed out 
before the scheme was extended to 
other approved private hospitals from 
January this year. 

In essence, Medisave serves as an 
additional source of personal financing 
for medical expenditure incurred by 
individual families. With this ·shift in 
public cost-sharing, government tax 
revenue has been freed to meet other 
priorities and to improve the public 
health services, especially as regards 
preventive and chronic health care. 

As the dominant health financing 
and payment scheme, Medisave is in
tended to control effective demand 
through the price mechanism. Pay
ment for medical care will more often 
be made at the point of utilisation, and 
this tangible nexus between payment 
and consumption will reflect the real 
costs of health care and prevent over
use . 

Medisave will also be able to cater 
for different consumer preferences 
over a range of ward accommodation, 
either in the public or private hospi
tals. So within certain limits it can be 
used to provide complete coverage for 
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Payment for hospital treatment is usually 
made at the point of utilisation, a factor 
which more directly reflects the real cost of 
health care and helps to prevent over-use. 
Photo WHO/K.H . Phua/P. Gaspar 

lower-priced wards with the basic es
sential services, or to subsidise the 
more expensive hospital charges if 
preferred . 

Thus the Medisave Scheme of Sin
gapore represents a major departure 
from the social security schemes of 
other countries in several key areas. It 
will not be a common pool of funds, to 
be used indiscriminately by any gov
ernment coming under pressure from 
interest groups to respond to more 
apparent short-term problems, since it 
is a scheme which only covers depen
dent family members. This fits in with 
the concept that the basic social and 
economic unit of any society should be 
the family nucleus, in which caring for 
the welfare of its membes, including its 
sick and aged, is to remain a collective 
but more personal responsibility. The 
aim is not to erode desirable tradition
al values such as filial duty and close 
family ties. Where there are genuine 
difficulties, for instance where an en
tire family is unable to pay the medical 
expenses of its sick, only then does the 
state step in to subsidise health care 
from public taxes. The idea is to pro
mote self-reliance and not to act as a 

crutch; but for those in need, a safety 
net is still available. 

Another feature of Medisave is that, 
unlike tax-based financing, it does not 
place an undue burden on the employ
ed and the young, and does not subject 
public expenditure to the vagaries of 
economic cycles. The present genera
tion of wage-earners is obliged to save 
for the future, instead of relying on the 
uncertain taxes of the next generation 
for support later. This is in line with 
official policy to promote financial 
independence among the aged, whose 
medical needs are expected to increase 
in the years ahead . 

Although Medisave is a uniquely 
Singaporean solution to local prob
lems, nevertheless some useful lessons 
can be universally applied. The two 
axioms of "charity begins at home" 
and "saving for a rainy day" can form 
the backbone for viable long-term 
financing of increasingly expensive 
health care in any society. Such a 
compulsory family-centred savmgs 
scheme can have important implica
tions for countries which intend to 
restructure their welfare systems and 
wish to avoid potential social problems 
arising from a lack of financial plan
ning for the future . This is especially 
significant in the light of competing 
claims on the scarce financial re
sources that are available to enable 
countries to pay for Health for all . • 
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