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INTRODUCTION 

The Council for International Organizations of Medical Sciences 
(CIOMS) has developed, as part of its principal prograrmne, an inter­
disciplinary forum to enable the scientific and lay communities to 
express their views on topics of immediate concern unhampered by 
administrative, political or other considerations. Over the past 
decade, a series of Round Table Conferences has been organized, 
designed to express not only the scientific and technical basis of 
new developments in biology and medicine, but also to explore their 
social, ethical, moral, administrative, economic and legal implica­
tions. Thus the participants in these Round Tables are prominent 
representatives of their respective fields of medicine, biology and 
science, including the social sciences, philosophy, theology, and 
law. It is felt that this multidisciplinary approach can best 
provide insight to issues that are no longer exclusively within the 
specialized domain of any one profession. 

The present Round Table on 'Economics and Health Policy' enters 
a new area of increasingly urgent concern to the health and social 
sciences. Economic considerations have a major influence on almost 
all the basic aspects of our lives; on food, housing, clothing, 
work, lifestyle and of course health. The nature and level of 
economic development of a country is a major determinant of the 
health problems it is likely to face, and of the level of health 
service it is able to provide, while its economic philosophy and 
institutional organization will largely determine how such services 
are produced and distributed. Health policy, the concepts, prior­
ities and objectives concerning the health of the population and the 
progrannnes to be pursued by the health services, is clearly 
influenced by such economic considerations. 

The health problems of the developing countries, are to a large 
extent the problems of poverty; lack of clean water supplies, 
inadequate food, poor and overcrowded housing and severe limits on 
resources, including health service resources. The health problems 
of the developed countries are largely those of affluence; 
degenerative and chronic diseases, often heavily influenced by 
lifestyle, stress and excessive consumption. Even the richest 
countries cannot meet all the health needs of their population, 
and the extension of health service coverage, increasing expecta­
tions by the population, and rapid progress in health technology, 
have been accompanied by massive increases in health sector costs. 
This is even more evident in countries with limited resources. 

The policy issues now being raised in developing and developed 
countries, apart from the causative factors, are remarkably similar 



2 

how can health service coverage of the population be improved ? and 
how can they be applied more effectively? In short how can we get 
better value for money? The implications of such questions are 
extremely far reaching at all levels from the total system (macro 
level) to individual health institutions or indeed individual health 
workers (micro level). 

There is a bewildering variety of mechanisms for financing and 
organizing health services. Are they adequate and suitable for our 
needs ? In many countries the systems adopted have failed to 
correct massive imbalances of provision between urban and rural 
areas, indeed many intervention programmes have contributed to the 
concentration of services on the better off, those covered by social 
security, wage earners, or certain groups .such as government 
employees, to the detriment of the majority living by subsistence 
farming in the rural areas. 

Equally, there is a wide range of choices about the manpower 
and technology used to produce health services. There is an 
increasing tendency to question the assumption that more and more 
sophisticated manpower and technology is always necessary, appro­
priate, and beneficial, regardless of cost. This is particularly 
true at the primary care level. When the average cost of 
supporting a physician in the USA is estimated at$ 300, 000 a year, 
even the richest countries are being forced to match skills to 
tasks more efficiently, with the introduction of nurse practition­
ers, physician extenders, etc. The constraints on poor countries 
are far greater, and for many it is neither feasible nor desirable 
to provide physician and hospital based services to the whole 
population, to achieve the goal of 'health for all by the year 
2000'. The only feasible solution for them to achieve this goal 
is to adopt new strategies, with many more less highly trained 
primary health care staff, and an appropriate level of technology. 

Such developments imply equally profound changes at the 
individual level. Physicians and other health professionals must 
be prepared to reconsider their roles and interrelationships. 
Clinical freedom may be linked to budgetary responsibility, rather 
than leaving the cost consequences of medical decisions aside for 
someone else to deal with. Indeed failure to respond to these 
growing pressures may simply provoke more limiting controls imposed 
from outside. 

Clearly such trends involve a more flexible approach to educa­
tion and tra1n1ng·to provide the capacity for development and change. 
In other sectors major changes have often provoked narrow profession-
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al protectionism to maintain exclusive rights to particular fields 
of work and skill. Considerable attention will therefore be needed 
to ensure that decision making for change is positive and participa­
tive. 

These questions have not been differentiated between developed 
and developing countries because they apply to both, only the answers 
may differ. Indeed, if the developing countries succeed in taking 
a more original approach in their health policies, they may well 
paradoxically provide valuable lessons for the developed world, whose 
services they have so long tended to emulate and whose mistakes they 
have so often inherited. 

Health policy makers, the health professions, and the people 
whom they serve, are increasingly aware of the inadequacies, the 
potential and the costs of health services. There is a major world­
wide trend to seek improvements by a more medically and economically 
rational approach to health service provision. Clearly the health 
professions should play a leading and positive part in such an effort. 
It is hoped that this conference will provide a useful forum for them 
to do so. 

This conference was designed to bring together health profess­
ionals particularly physicians, other medical scientists, and admin­
istrators, in senior service, research and policy making/influencing 
roles, and economic and social scientists, to discuss the interaction 
of economics and policy in the health sector. 

The specific objectives of the conference were: 

to review the economic context of current health problems 
and the economic characteristics of the health services 
being developed to meet them 

to examine the implications of a more medically and 
economically ration approach to health services, planning 
and management 

to identify and specify those areas of the health services 
where: 

(a) present knowl edge is adequate and the main 
effort required is in the implementation of 
appropriate systems; 

(b) present knowledge is inadequate and further 
health service research is needed. 

A. Griffiths Z. Bankowski 



4 INTRODUCTION 

Le Conseil des Organisations Internationales des Sciences 
Medicales (CIOMS) a developpe, dans le cadre de son programme 
principal, un forum interdisciplinaire pour permettre aux 
cercles scientifiques et profanes de s'exprimer sur des sujets 
de preoccupation actuels, independamment de toutes contraintes 
administratives, politiques et autres. Depuis une dizaine 
d'annees, une serie de Tables Rondes ont ete organisees pour, 
non seulement discuter les fondements scientifiques et techniques 
des nouveaux developpements en biologie et en medecine, mais 
aussi explorer leurs implications ethiques, morales, administra­
tives, economiques et juridiques. Ainsi, les participants a 

ces Tables Rondes sont des representants eminents de leurs champs 
d'activite respectifs, en medecine, en biologie et en sciences, 
y compris les sciences sociales, en philosophie, en theologie 
et en droit. On considere que cette approche multidisciplinaire 
est la plus appropriee pour aborder les questions qui ne sont 
plus du ressort exclusif d'une seule profession. 

La presente Table Ronde sur 'Economie et Politique de la 
Sante' s' engage clans un nouveau champ de preoccupation, qui 
s'impose de plus en plus imperieusement aux sciences de la sante 
et aux sciences sociales. Des considerations economiques ont 
une influence importante sur presque tous les aspects fonda­
mentaux de nos vies, sur l'alimentation, l'habitat, l'habillement, 
le travail, le mode de vie et, bien sur, la sante. Le type et 
le niveau de developpement d'un pays constituent des facteurs 
determinents pour les problemes de sante auxquels il est suscept­
ible d'etre confronte, comme pour le niveau des services de sante 
qu'il pourra fournir, tandis que sa conception de l'economie et 
son organisation institutionnelle determinent, clans un large 
mesure, les modalites de production et distribution de tels 
services. La politique de la sante, les concepts, priorites 
et objectifs concernant la sante de la population, ainsi que 
les programmes a appliquer par les services de sante, sont a 

l'evidence influences par de telles considerations economiques. 

Les programmes de sante des pays en voie de developpement 
sont, clans une large mesure, des problemes de pauvrete: le 
manque d'approvisionnement en eau potable, une alimentation 
inadequate, un habitat rudimentaire et surpeuple et une restric­
tion severe des ressources, y compris celles disponibles pour 
les services de sante. Les problemes de sante des pays 
developpes sont, pour la plupart, ceux de l'affluence, des 
maladies degeneratives et chroniques, souvent fortement 
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infl uencees par le mode de vie, le stress et une consommation 
poussee a l'exces. Meme les pays les plus r iches ne peuvent 
pas faire face a tous les besoins sanitaires de leur population, 
et l'elargissement de la couverture des services, l'evolution 
des exigences de la population et les progres rapides de la 
technologie de l a  sante ont ete accompagnes d'un accroissement 
massif des couts clans le secteur de la sante. Cec i  est encore 
plus evident clans l es pays n'ayant que des moyens limites. 

Les questions de pol itique de l a  sante qui sont soulevees, 
maintenant, clans les pays developpes et clans les pays en voie 
de developpement, sont, si l'on excepte les facteurs causatifs, 
remarquablement similaires: comment peut-on ameliorer la 
couverture de la population par l es services de sante et comment 
peut-on appl iquer les services d'une maniere plus efficace ? 
Bref, comment valoriser nos depenses ? La portee de telles 
quest ions va extremement loin, a tous l es n iveaux, du systeme 
total (macro) a chaque institution prise individuellement et a 
chaque individu travaillant clans les services (micro) . 

Il y a une diversite ahurissante de mecanismes de finance­
ment et d'organisation des services de sante. Sont-ils 
adequats et adaptes a nos besoins ? Dans plusiers pays, les 
syst0mes adoptes n'ont pas pu corriger l es desequil ibres clans 
l 'offre des services entre regions urbaines et rurales; en 
effet, beaucoup de programmes d'intervention ont contribue a 
la concentrat ion des services en faveur des plus aises, ceux 
qui benef icient de la securite sociale, des salaries ou de 
certains groupes, tel celui  des fonct ionnaires, au detriment 
de l a  majorite, qui vit d'une agriculture de subsistance clans 
l es regions rurales. 

De la meme fa�on, il y a une grande gamme de choix apropos 
du personnel et de la technologie a utiliser clans la product ion 
des services de sante. On observe une tendance croissante a 

mettre en question l'hypothese voulant qu'un personnel et une 
technologie de plus en plus sophistiques soient toujours 
necessaires, appropries, benef iques, independamment de toutes 
considerations de cout. Ceci est particul ierement vrai au 
niveau des soins primaires. Maintenant que le cout moyen d'un 
medecin, aux Etats-Unis, est estime a$ 300.000,- par an, meme 
les pays l es plus riches sont obl iges d'ajuster d'une maniere 
plus eff iciente les competences aux taches, par l ' introduction 
de 'nurse practitioners', de 'physician extenders', etc. Les 
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contraintes dans les pays pauvres sont beaucoup plus grandes et, 
pour nombre d'entre eux, il n' est, ni faisable, ni souhaitable 
de couvrir toute la population par des soins axes sur des 
medecins et des hospitaux pour chercher i atteindre l' objectif 
' La sante pour tous en !' an 2000' . La seule fa�on, pour eux, 
d' atteindre ce but, est d' adopter de nouvelles strategies, 
utilisant bien plus de personnel de soins primaires d' une forma­
tion mains poussee et un niveau de technologie approprie. 

De tels developpements impliquent des changements tout 
aussi profonds au niveau individuel. Les medecins et les 
autres professions sanitaires doivent accepter de reconsiderer 
leurs roles et leurs rapports reciproques. L'independance de 
la decision clinique sera peut-etre liee a la responsabilite 
budgetaire, et les consequences financieres des decisions 
medicales ne seront plus laissees a d' autres. Ne pas prendre 
en consideration ces pressions qui s' expriment de fa�on croiss­
ante, pourrait, en effet, declencher des controles plus severes, 
imposes de l' exterieur. 

Evidemment, de telles tendances demandent une approche plus 
souple dans la formation generale et professionnelle afin de 
fournir les capacites necessaires pour le developpement et le 
changernent. Dans d'autres secteurs, des changements majeurs 

ant souvent provoque un protectionnisrne etroit pour maintenir 
des droits exclusifs a un champ de travail et de competence 
donne. Il faudra, done, veiller particulierement a assurer 
que la prise de decision pour des changements soit abordee de 
fa�on positive et avec la participation de tous les interesses. 

Ces questions n'ont pas ete differenciees selon les pays 
developpes et les pays en voie de developpement, parce qu' elles 
s' appliquent aux deux groupes, et seules les solutions peuvent 
differer. En effet, si les pays en voie de developpement 
reussissent i adopter une approche plus originale dans leur 
politique de la sante, ils fourniront peut-etre, paradoxalement, 
un enseignement important au monde developpe, dont ils ant 
pendant si longtemps chercher a imiter les services de sante, en 
heritant, bien souvent, de leurs erreurs. 

Les responsables des politiques de la sante, les professions 
sanitaires et ceux qu'ils desservent sont de plus en plus sensibles 
aux lacunes, aux potentiels et aux couts des services de sante. 
La tendance se manifeste a l' echelle mondiale a adopter une 
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approche plus rationnelle, du point de vue medical et economique, 
a l'offre des services de sante, pour remedier a la situation. 
De toute evidence, les professions de la sante doivent s'engager 
de fa�on positive dans cet effort et aider a le conduire. Nous 
esperons que cette conference leur fournira un forum qui puisse 
leur permettre de jouer ce role. 

Cette conference avait pour but de reunir les professions 
sanitaires, notamment les medecins, d'autres scientifiques 
medicaux, et des administrateurs, ayant des postes ou des roles 
consultatifs importants clans la recherche ou la politique de la 
sante, et des specialistes de l'economie et des sciences 
sociales, en vue de discuter l'interaction de l'economie et de 
la politique clans le secteur sanitaire. 

Les objectifs specifiques de la conference etaient: 

Passer en revue le contexte economique des problemes 
actuels de la sante et les caracteristiques des 
services de sante developpes pour leur faire face. 

Examiner les implications d'une approche plus ration­
nelle du point de vue medical et economique clans la 
planification et la gestion des services de sante. 

Identifier et preciser les domaines des services de 
sante ou: 

(a) les connaissances actuelles sont adequates et 
ou !'effort principal devrait se porter sur 
leur integration clans des systemes appropries. 

(b) les connaissances actuelles sont inadequates 
et ou d'avantage de recherches en matiere de 
services de sante sont necessaires. 

A. Griffiths Z. Bankowski 





OPENING ADDRESS 

T.A. Lambo 

First of all I should like to welcome you warmly to this 
CIOMS Round Table Conference on Economics and Health Policy. At 
the same time, I should like to take this opportunity to discuss 
some of WHO's concerns in this important field. 

9 

I am sure that many of you will be aware of the important 
developments that have occurred over the last few years in the 
health sector as a result of common action by WHO's Member States. 
In 1976, faced with enormous health problems in the developing 
countries and a grossly inequitable distribution of health 
resources throughout the world, the World Health Assembly set in 
motion a major reorientation of its technical cooperation 
activities. The following year, it took that reorientation a 
step further by proclaiming as the Organization's main social 
goal: ' The attainment by all citizens of the world by the year 
2000 of a level of health that will permit them to lead a socially 
and economically productive life. ' This target for our efforts 
to strengthen health services and to bring health care to rural 
and other underserved populations has become popularly known as 
'Health for all by the year 2000'. 

Because resources for health are inevitably limited, both 
consumers and providers of health services are affected by econom­

ic constraints. The individual suffers if the health infra­
structure and services are inadequate, while the providers -
doctors and other health personnel - are often limited in their 
actions by the lack of resources. At the same time, many develop­
ing countries have modelled their health strategies on those of the 
industrialized countries, which, when transposed to a different 
setting, have often proved to be a failure. The tendency has been 
to create relatively sophisticated health services staffed by high­
ly qualified personnel, in the hope of expanding them progressively 
as resources increase until the entire population is covered. The 
outcome has often been quite different. Services have largely 
become centred in the cities and towns, they have been predominant­
ly curative in nature, and they have remained accessible chiefly to 
a small and privileged section of the population. In terms of 
human, physical, and financial resources, the demands of extending 
hospital- and physician-oriented services over the whole country, 
to serve the whole population, have proved too great. 
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The realization of these problems has led WHO Member States 
to focus on primary health care as their main strategy in reaching 
the Organization' s ambitious goal. This decision was emphatically 
endorsed at last year' s UNICEF/WHO International Conference on 
Primary Health Care. Primary health care is defined in the Alma­
Ata Declaration which emerged from that Conference as 'essential 
health care based on practical, scientifically sound and socially 
acceptable methods and technology made universally accessible to 
individuals and families in the community through their full 
participation and at a cost that the community and country can 
afford to maintain at every stage of their development in the spirit 
of self-reliance and self-determination'. The Declaration goes on 
to state that primary health care ' forms an integral part both of 
the country' s health system, of which it is the central funcion and 
main focus, and of the overall social and economic development of 
the community' . 

Planners throughout the world now realize that health develop­
ment can be a prime mover in social and economic development in 
general. Productive manpower is essential for socioeconomic 
development; but if people are to be productive they must enjoy 
a satisfactory level of health; only then will they be able to 
improve their work capacity and help to create the conditions 
required for improving their own well-being and that of the society 

to which they belong. In the words of the Declaration of A1ma-Ata: 
' Economic and social development, based on a New International 
Economic Order, is of basic importance to the fullest attainment of 
health for all and to the reduction of the gap between the health 
status of the developing and developed countries. The promotion 
and protection of the health of the people is essential to sustained 
economic and social development and contributes to a better quality 
of life and to world peace. ' 

The affluent countries, too, have their problems. The rising 
cost of inappropriately organized health care is putting a growing 
burden on the finances of both individuals and communities. The 
fundamental policy questions now being raised in many countries 
will have far-reaching consequences if the conclusions are follow­
ed up with determination. For example, is medical care, which 
may rely on social security, public revenues, or private insurance 
schemes, properly organized and financed ? A number of industrial­
ized countries are beginning to recommend simpler medical technolo­
gies, a different emphasis in health manpower, alternatives to 
hospital treatment, and a reduction in drug use. 
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For very s imilar reasons, many developing countries are also 
looking for alternative approaches to the reorientation of the 
existing health sector. This may involve the use of far more 
numerous health personnel, w ith shorter training than in the past, 
living as members of the community they serve; the appl ication of 
simpler but appropriate technologies, including recourse to a 
reduced number of selected essential drugs; and community involve­
ment in the establishment and running of local health services. 

The crux of the matter is the creation of the economic basis 
for a reoriented, expanded health sector. The f irst question that 
arises is: how to f inance this ? While it is unlikely that we 
have a complete answer backed by adequate evidence, many of those 
who help to make policy believe that convent ional sources of f inanc­
ing w ill continue and in many countries perhaps increase. These 
conventional sources include public funds, taxes, soc ial security 
schemes, and the purchasing power of individuals. However, new 
sources w ill have to be mobilized, community resources tapped, 
insurance schemes established, and foreign development assistance 
put to better use. Other inputs for economic development, such as 
food, housing, and water, will have to be coordinated in a more 
eff icient way. 

Policies in the f ield of health, as in other soc ioeconomic 
sectors, are formed under the influence of many factors: history, 
cultural background, climate, geographical location, and level of 
economic development are all important. Traditionally, the provid­
ers of health care - mainly the physicians - have always played a 
leading role in establishing health policy, within the limits of 
polit ical and economic possib ilities. The decis ions they take are 
bound to carry economic and social consequences which they are not 
necessarily best placed to judge. There is always a danger that 
health services may become inaccess ible to certain population groups 
because of their high price; or socially financed health services 
may use up an excessive part of a nation' s resources. The reaction 
to such situations may provoke political and economic pressures 
affecting both the providers and the consumers of health services. 

The subject of your meeting is so fundamental that it plays a 
part in virtually all WHO's programmes and projects carried out in 
cooperation w ith Member S tates, institutions, and nongovernmental 
organizations. However, I would like to name a few projects that 
are directly relevant to our subject. In line w ith the discussions 
of a WHO Study Group which met in 1977, the Organization is 
collaborating with Member States in surveys aimed at identifying 
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various approaches to the financing of health services. Studies 
in a number of countries have shown that appropriate financing 
mechanisms are crucial in implementing effective health policies. 
Given the right policies, the health sector can be one of the most 
powerful instruments for the progressive redistribution of income. 

WHO has also stimulated research in respect of expenditures 
in health. As I have suggested, the governments of developed 
countries are acutely aware of the rapidly rising costs of health 
care. One of the determinants of this cost explosion - already 
approaching one-tenth of the gross national product in some 
countries - is undoubtedly the mounting expectation of the public 
supported by the expansion of social security and health insurance. 
Here the individual providers of health care have a clear responsi­
bility, because it is their judgement that determines the utiliza­
tion of and demand for medical resources. We must all ask our­
selves, since we all play a part in the decision-making process, 
whether the administrative and technical procedures that we 
recommend are cost-effective in their broad social and economic 
implications. 

In keeping with its main strategy, WHO is cooperating with 
developing countries in determining the present and potentia l costs 
of primary health care. Great discrepancies are found in the 
prices paid for equivalent services in different countries, and by 
different population groups. The organization of health care 
systems, the way services are f inanced, and the mechan isms for pay­
ing the providers of the services are among the determinants of 
such discrepancies. The need for a clear role for the State and 
for rational health planning is paramount, and I am sure that this 
w ill be a major topic in your discussions. 

There is the critical question of the cost of primary health 
care services, and here we must be guided by the definition of 
primary health care as 'essential health care made universally 
accessible'. To eliminate the variations of coverage in different 
geographical areas and among different population groups, WHO is 
collaborating with Member States in planning and monitor ing progress 
towards universal coverage. 

The question arises to what extent coverage is feasible in 
developing countr ies with resources which, even with the best of 
policies and the greatest goodwill, will fall far short of those 
now being spent by the developed countries. Clearly, the efficient 
allocation of resources and a continous effort to mobilize new 
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resources are highly important. The least we must do is to keep 
an eye on costs and their relationship to the benefits obtained. 

Returning to the international dimension of health economics, 
the measures being taken throughout the United Nations system to 
establish a New International Economic Order are most relevant to 
the pursuit of health for all. Indeed, the subject of the Technical 
Discussions at the 1980 World Health Assembly will be 'The contribution 
of health to the New International Economic Order'. One of the 
objectives of this New Order is to redress the unacceptable economic 
imbalances between developing countries and affluent countries. All 
development sectors have a part to play in this process. A new 
health order in which resources are fairly distributed must be a part 
of the new social order which is the ultimate purpose of development. 
Thus WHO is stressing the need to secure fair terms of exchange - fair 
prices, reliable quality, and so on - for the drugs, equipment, 
facilities, and technology that developing countries must acquire from 
the more industrialized ones. Examples of this are WHO's drug 
policies and management programme, and the action programme on 
essential drugs. 

The Organization attaches great importance to cooperating with 
developing countries to increase their capacity for the local product­
ion of drugs and equipment, thus reducing their economic dependence 
in the health field and widening their self-reliance and possibilities 
of choice. 

The goals set by WHO's Member States are ambitious, and the 
health professions and sciences are in need of economic advice at 
various levels. Here I am sure you can assist us. For example, I 
believe that Ministers of Health need support in making the case for 
health expenditure as a contribution to improved manpower productivity 
and improved economic performance. Such expenditure is thus a worth­
while investment, and not merely a drain on financial resources. You 
will also doubtless be considering the training and research needed to 
increase national and international ability to give sound economic 
advice in health matters. 

We are most f ortunate in having with us, at this meeting, medical 
scientists and health economists who are particularly qualified to 
give an authoritative analysis of the whole fiel d of economics and 
health policy. I am confident that we can look forward to a lively 
exchange of views on a subject which we in WHO consider vital in 
attaining the goal of health for all by the year 2000. 
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ALLOCUTION DE BIENVENUE 

T . A. Lambo 

Permettez-moi d'abord de vous accueillir chaleureusement a 
cette table ronde du CIOMS sur le theme 'Economie et politique 
de la sante'. Je voudrais en meme temps profiter de cette 
occasion pour examiner quelques-unes des preoccupations de l'OMS 
clans cet important domaine. 

Je suis convaincu que bon nombre d'entre vous sont consc ients 
des progres importants qu i ont ete realises au cours des dernieres 
annees clans le secteur de la sante a la suite de l'action commune 
des E tats membres de l'OM S .  E n  197 6 ,  face aux enormes problemes 
de sante clans les pays en developpement et a une repart ition 
extremement inegale des ressources sanitaires a travers le monde, 
l ' Assemblee mondiale de la sante a mis en oeuvre une importante 
reorientat ion de ses activites de cooperation technique . 
L'annee suivante, elle a fait un pas en avant en proclamant que 
le principal objectif soc ial de l'organisation etait 'que tous 
les c itoyens du monde at teignent en l'an deux mille un n iveau de 
sante qui leur permette de mener une vie socialement et economique­
ment productive. ' Cet objectif f ixe a nos efforts, en vue de 
ren forcer les services de san te, et de les met t re a la portee des 
populations rurales et d'autres populat ions qui en sont insuffis­
amrnent pourvues, est connu de tous sous le slogan de 'la sante 
pour tous en l'an deux mille'.  

Les ressources en matiere de sante etant inevitablement 
l imitees, les consommateurs comme les fournisseurs de services de 
sante sont affectes par des contraintes economiques. L'individu 
souffre si l ' infrastructure et les services de sante sont inadequats, 
tandis que les fournisseurs - medecins et autres personnels de sante 
- sont souvent limites par le manque de ressources. En meme temps, 
de nombreux pays en developpement ont modele leurs strategies en 
matiere de sante sur celles des pays industrialises, alors que, 
transposes dans un cadre different celles-c i se sont souvent soldees 
par un echec. On a constate une tendance a creer des services de 
sant e relativement sophistiques, assures par un personnel hautement 
qualifie, dans l'espoir de les etendre progressivement, au fur et a 
mesure que les ressources se developperaient, jusqu'a couvrir 
l'ensemble de la population. Le result at a souvent ete tres 
different . Les services ont essentiellement ete concentres dans 
les vil l es et localites urbaines, ils ont ete essentiellement 
curat ifs, et ils sont surtout restes accessibles a une petite 
section privilegiee de la population . En terme de ressources 
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humaines, materielles e t  financieres, les exigences d e  l'augmenta­
tion des services orientes vers les hopitaux et les medecins dans 
l'ensemble du pays, pour servir l'ensemble de la population, sont 
apparues t rop import ant es. 

La prise de conscience de ces problemes a conduit les Etats 
membres de l'OMS a centrer leur at t ention sur les soins de sante 
primaires en tant que strategie principale pour at t e indre l'object if 
ambitieux de l'organisation. Cet t e  decision a ete energiquement 
appuyee lors de la Conference internationale de la FISE/OMS de l'an 
dernier sur les soins de sante primaires. Ce sujet est defini dans 
la declaration d'Alma-Ata qui a resulte de cette  conference comme 
e tant 'des soins de sante essent iels fondes sur des methodes e t  des 
t echniques pratiques, scientifiquement valables e t  socialement 
acceptables rendus universellement accessibles a tous les ind ividus 
e t  a toutes les familles de la communaute avec leur pleine participa­
tion e t  a un cout que la communaute e t  le pays puissent assumer a 

tous les stades de leur developpement dans un esprit d'auto­
responsabilite et  d'autodeterminat ion'. La declarat ion se poursuit 
en indiquant que les soins de sante primaires 'font partie integrale 
tant du systeme de sante national, dont ils sont la fonction centrale 
et le foyer principal, que du developpement economique et social 
d'ensemble de la communaute'. 

L es planificat eurs du monde entier comprennent maintenant que 
le developpment de la sante peut const ituer un element moteur 
fondamental du developpement social et economique en general . La 
main-d' oeuvre productive est essent ielle au developpement socio­
economique; mais pour que les individus soient product ifs, ils 
doivent beneficier d ' un niveau de sante sat isfaisant : c'est seule­
ment dans ces condi t ions qu'ils seront en mesure de developper leur 
capacite de travail et de contribuer a creer les conditions requises 
pour l'amelioration de leur propre bien-etre et de celui de la 
societe a laquelle ils appartiennent. S elon les t ermes de la 
declaration d'Alma-Ata : 'le developpement economique et social, 
fonde sur un nouvel ordre economique international, revet une 
import ance fondamentale si l'on veut donner a tous le niveau de 
sante le plus eleve possible et combler le fosse qui separe sur le 
plan sanitaire les pays en developpement des pays developpes . La 
promotion e t  la protection de la sante des peuples est la condit ion 
sine qua non d'un progres economique e t  social soutenu en meme t emps 
qu'elles contribuent a une meilleure qualite de la vie et a la paix 
mondiale. ' 
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Les pays riches ant egal ement leurs prob l imes. Le co� t 
croissant des services de sante mal organises constitue un fardeau 
de plus en plus lourd pour les finances des individus et des 
communautes. Les questions fondamentales de politique qui se 
posent actuellement dans de nombreux pays auront des consequences 
a long terme si les conclusions sent suivies avec determina tion . 
Par exemple, les soins medicaux, qui peuvent compter sur la securite 
social e, les fends publics ou les assurances privees, sont-ils 
convenablement organises e t  finances ? Un certain nombre de pays 
industria l ises commencent a recommander des technologies medicales 
plus simples, un accent diffe rent sur la main-d' oeuvre sanitaire, 
des variantes aux traitements hospitaliers et une reduction de 
l' utilisation des medicaments. 

Pour des raisons tout a fait semblabl es, de nombreux pays en 
developpement recherchent egalement des me thodes de rechange pour 
reorienter le secteur actuel de l a  sant e. Cel a  peut impliquer la 
mise en oeuvre d ' un personnel sani taire beaucoup plus nomb reux, 
forme plus rapidement que par le passe, vivant au sein de l a  
communaute qu' il sert; l' applica tion de technologies pl us simples 
mais appropriees, y compris le recours a un nombre reduit de 
medicaments essentiels et selectionnes; e t  l a  participation de la 
communaute a la cons titution et au fonc tionnement de se rvices 
locaux de sante. 

Le noeud de la  question est la creation des b ases economiques 
propres a un secteur de sante reorient e et elargi. La premii re 
question qui se pose est l a  suivante : comment financer cela ? 
S'il est peu probable que nous recevions une reponse complite 
appuyee sur des preuves adequates, ban nombre de ceux qui 
contribuent a l' elaboration de la politique considirent que l es 
sources t raditionnelles de financement demeureront et que, dans 
beaucoup de pays, elles c roi t ront probablement . Ces sources 
t raditionnelles comprennent les fends publics, les impots, des 
regimes de sccurite  sociale et les ressources privees . Toute­
fois, il conviendra de mobiliser des sources nouvelles, de faire 
appel a des fonds communautaires, de consti tuer des plans 
d' assurances et de mieux utiliser l ' aide e trangere au developpe­
ment. Les autres composantes du developpement economique, telles 
que l'aliment ation, le logement et l'eau, devront etre coordonnees 
d' une maniere plus efficace. 

Les poli tiques dans le domaine de la sante ,  comme dans d' aut res 
secteurs soc io-economiques, sent elaborees sous l'influence de 
nombreux facteurs: historiques, cul turels, climatiques, geographiques 
et economiques; tous ant leur import ance. Traditionellement,  les 
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responsables de la sante - es sentiel lement les medecins - ont  
toujours joue un  role majeur clans l'elabora tion des  politiques en 
matiere de sante, clans les limites des pos sibilites  politiques e t  
economiques. Les d ecisions qu'ils prennent entrainent des con­
sequences economiques et sociales et ils ne sont pas neces sairement 
les mieux place s pour en juger. Il exi s te toujours un risque de 
voir les services de sante  devenir inaccessibles a certains groupes 
de populatio n  en rais on de leur prix e leve ; ou les services de 
sante a financement s ocial peuvent consommer une part exces sive des 
res sources d'une nation . Le reaction a une tel le situation peut 
provoquer des pressions politiques et  e conomiques affectant aus si 
bien les fournis seurs que les consomma teurs des services . 

L'objet de votre reunion es t si fondamental qu'il joue un role 
clans presque tous les proje t s  et les programmes de l 'OMS poursuivis 
en collaboration avec les Etat s membres , les ins titutions et les 
organisations non gouvernementales . Toutefois , je voudrais 
expressement citer quelques projets qui s e  rapportent directement 
a no tre sujet. En accord avec les debats d' un group d'e tude de 
l'OMS qui s 'es t reuni en 1977, l'Organisation participe avec des 
Etats  membres a des e tudes visant a de terminer diverses me thodes de 
financement des services de sante. Les e tudes clans un certain 
nombre de pays ont montre que des mecanismes de financement 
approprie s jouent un role de terminant pour la mise en oeuvre de 
politiques de sante efficaces .  Si les politiques sont jus tes , le 
secteur de la s ante peut constituer l ' un des ins trument s  les plus 
puis s ant s de la redis tribution progres sive des revenus . 

L'OMS a egalement s timule les recherches sur les d epenses de 
sante. J'ai fait allusion au fait que les gouvernement s  des pays 
developpes sont par ticulierement conscients  des cou t s  en haus se 
rapide des services de sante. L'un des fac teurs de terminants de 
cette  explosion des couts - qui approche deja un dixieme du produit 
national bru t clans certains pays - est  sans aucun doute c.ons ti tue 
par les esperances crois santes du pub lic, appuyees par l'expansion 
de la sccurite sociale, no tamment de l'as surance maladie. Dans 
ce domaine, les fournisseurs individuel s  des services de sante ont 
une nette responsabilite, car c'es t leur jugement qui de termine 
l'utilisation et la demande des ress ources medicales.  Nous devons 
nous demander, e tant donne que nous jouons tous un role dans le 
processus de prise de decision, si les me thodes adminis tratives et  
techniques que nous preconisons sont  efficaces quant a leur cou t 
clans leurs implications sociale s e t  economiques plus larges . 
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Conformement a sa strategie principale, l'OMS coopere avec les 
pays en developpement pour determiner les couts actuels et 
potentiels des soins de sante primaires. On constate de grandes 
divergences dans les prix payes pour des services equivalents dans 
differents pays et par differents groupes de population. 
L'organisation de services de sante et les mecanismes de payement 
de leurs fournisseurs sont parmi les facteurs determinants de ces 
divergences. La necessite d'attribuer un role clair a l'Etat et 
de prevoir une planification rationnelle en matiere de sante est 
essentielle, et je suis convaincu que cela figurera parmi les 
principaux sujets de vos debats. 

Le cout des soins de sante primaires constitue une question 
delicate et nous devons nous inspirer de la definition qui en est 
donnee, a savoir 'l'accessibilite universelle des soins essentiels 
de sante'. L'OMS coopere avec les Etats membres pour eliminer les 
differences de prise en charge selon les diverses regions et parmi 
les differents groupes de population et pour assurer ainsi une 
couverture universelle. 

On peut se demander dans quelle mesure il est possible de 
garantir une couverture dans les pays en developpement avec des 
ressources qui, meme avec une politique ideale et la plus grande 
bonne volonte, seront nettement inferieures a celles qui sont 
actuellement depensees par les pays developpes. En clair, une 
affectation efficace des ressources et un effort continu de mobilisa­
tion de ressources nouvelles sont de la plus haute importance. Le 
mains que nous devious faire, c'est de surveiller les couts et leur 
rapport avec les bienfaits qui en resultent. 

Pour revenir a la dimension internationale de l'economie de la 
sante, les mesures ac tuel lement prises dans 1' ensemb 1 e du systeme des 
Nations unies en vue d'elaborer un nouvel ordre economique inter­
national sont tout a fait appropriees a atteindre l'objectif de la 
sante pour tous. En effet, l 'objet des discussions techniques lors 
de l'Assemblee mondiale de la sante de 1 9 80 sera 'la contribution de 
la sante au nouvel ordre economique international'. L 'un des 
objectifs de ce nouvel ordre consiste a combler les inegalites 
economiques inacceptables entre les pays en developpement et les 
pays riches. Taus les secteurs du developpement ont un role a 

jouer dans ce processus. Un nouvel ordre de sante dans lequel les 
ressources sont equitablement distribuees doit faire partie du nouvel 
ordre social qui constitue l'object i f  ultime du developpement. Ainsi, 
l'OMS souligne la necessite d'assurer des termes equitables de 
l'echange - justes prix, qualite fiable, etc. - pour les medica ments , 
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equipements, installations et technologies que les pays e n  developpe­
ment doivent acquerir aupres des pays plus industrialises. Le 
programme de politique et gestion pharmaceutiques de l'OMS ainsi 
que le programme d'action sur les med icaments essentiels en 
constituent des exemples. 

L'Organisat ion attache une grande importance a la cooperation 
avec les pays en developpement pour accro1tre leur capacite de pro­
duction locale de me dicaments et d'equipements, en reduisant ainsi 
leur de pendance economique dans le domaine de la  sante et en 
elargissant leur autoresponsab ilite et leurs possibilites de choix. 

Les objectifs fixes par les Etats membre de l 'OMS sont 
ambitieux, et les professions et les sciences de la sante ont 
besoin de conseils economiques a divers niveaux. Je suis done 
persuade que vous pouvez nous aider. Par exemple, je ?ense que 
les M inistres de la Sante ant besoin d'aide pour etablir le bien­
fonde des depenses de sante en tant que contr ibution a ! ' ameliora­
tion de la productivite de la main-d' oeuvre et des performances 
economiques. Ces depenses const ituent ainsi un investissement 
payant et non seulement une ponction sur l es ressources financieres. 
Vous examinerez au�si sans aucun doute la formation et la recherche 
necessa ires pour accro1tre les possibilites d' obtenir des conseils 
avises de nature economique, aux niveaux nat ional et international. 

Nous avons la chance de compter parmi nous, a cette reunion, 
des hommes de science medicale et des economistes de la sante 
particulierement qualifies pour proceder avec au tor i te a une 
analyse d ' ensemble du domaine de l'economie et de la pol i t ique de 
la sante. Je suis convaincu que nous pouvons nous attendre a un 
echange de vues anime sur un sujet que nous conside rons, a l 'OMS,  
cornme essentiel pour atteindre l'objectif de la sante pour tous en 
l'an deux mille. 
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In more and more countries, spend ing on health services is be­
coming a subject of major concern. Even in the richest countries, 
it is widely recognized that it is no l onger economically accept­
able to finance whatever l evel of expenditure on health services 
the health professi ons generate. In developing countries, it is 
increasingly recognized that the few dollars per head per year 
which are found to pay for organized health services have little 
impact on the health standards of the bulk of the population 
concerned. Unless there are major changes, health for all by the 
year 2 000 is a dream without any serious prospect of being realized. 

However much health professionals may regret it, the hard facts 
of the economics of health care are now moving to the centre of the 
stage. However desirable it may seem to keep politics out of health, 
economic pressures are increasingly forcing politicians to intervene . 

The pattern of organizing and financing health services in the 
more developed countries has strongly influenced the developing 
countries and continues to do so long after the colonial era. Not 
least among these influences have been the training and role of the 
physician and his interpretation of the concept of clinical freedom. 
Another important influence has been the perception of the hospital 
as the centre point of health activity in the training of health 
professionals, if not also in the delivery of services. The longer­
term responses of those wealthy countries that see themselves faced 
with a crisis in health costs may contain valuable lessons for the 
developing countries. Similarly, new intiatives taken by develop­
ing countries to try and secure health for all by radical rethink­
ing, reorganization, and redepl oyment may well indicate new 
directions for richer countries grappling with their own crises, 
even though they are of a very different scale and character - the 
crises of affluence . 

The Problems of the More Developed Countries 

The problems facing the richer countries were the subject of 
no less than four different international conferences in 19 79.  In 
virtually all of these countries, health care costs have been rising 
substantially faster than national resources over the past thirty 
years. This trend could obv iously not have continued indefinitely. 



24 ABEL-SMITH 

But it d i d  not cause great concern when nat ional economies were 
growing rapidly, as t hey were in the 1960s. More health services 
were seen as part of the spoils of affluence - like more cars, more 
televis ion sets, and more washing-up machines. Th is was true even 
where the bulk of health services were financed through the public 
sector - by taxes and social securi ty contrib11tions. 

I t  has been the lower rate of economi c  growth following the 
world oil crisis, start ing at the end of 1973, which has brought 
the problem int o prominence. Where social spending has been 
al lowed to cont inue its earlier rate of growth in the new economic 
context, publ ic opini on has made i ts voice heard and the pol i t ical 
process has responded. Health spending has been selected for 
particular attent ion because of its growing share of soc ial-service 
spending. There is a point at which people want to keep their own 
money to spend in their own way. What may also be importance is 
that the bulk of money in health care goes on a small minority who 
are seriously ill. There may well be a limi t on what the healthy 
are prepared to spend on the unhealthy, even though they know that 
they themselves are being given protecti on against the risk of ill 
health. 

Already there are several countri es where spending on health 
services is not far below 10% of the gross national product. This 
is the case in the Federal Republic of Germany, the Netherlands, 
Sweden, and the USA. If people are now working four or five weeks 
a year si mply to pay for their health services, i t  is not surpris­
ing that they w ish to be reassured that they are getting value for 
money - that what they are gaining could not be obtained at lower 
cost, or that they could not obtain more for the same cos t .  And 
the 'more' they are seeking is not in terms of health services but 
in terms of health - less premature death, less illness and 
d isab i l i ty, less pain and restricted act ivity, and more comfort, 
support, and care when d isab i l i ty cannot be further ameliorated. 

One consequence of the reexamination of spending on health 
services has been to ra ise serious doub t whether the richer 
countries of the world have in fact gained anyth ing like 
commensurate benef its for their vast ly increased expendi ture over 
the past few decades. There are four reasons for this doub t .  
The fi rst three come from the crude evidence of mortality 
experience. And it should of course be recognized that mortal ity 
provides a far from comprehensive picture of the benefits of health 
care. 
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First, mortality rates among chil dren, young adults, and the 
middle-aged have continued to improve - but not at an enhanced 
rate, and the gains in expectation of life at age 6 5  have been far 
from dramatic. Insofar as the vast majority of effective drugs 
used tod ay were first marketed in the last 40 years, and the high 
technology machinery of the modern hospital dates from the last 20 
years, the improvements in mortality have been disappointing. Of 
course it is harder to cut mortality rates when they are low than 
when they are high. But an examination of the causes of mortality 
suggests that further preventive efforts may be more cost-effective 
than further investment in curative medicine. 

What is cruciall y  important for the developing countries to 
note is that the major improvements in mortality in Europe and North 
America occurred before the massive investment of the last few 
decades, and before the advent of what we now call high technology 
medicine. Historically, economic growth - or the social changes 
which have accompanied it - would seem to have done more for health 
than the interventions of modern curative medicine. And this is so 
despite the unhealthy life styles that have also come with greater 
affluence. 

Secondly, the countries that appear to spend the most on health 
services do not necessarily have the best health. Whil e  the 
Netherlands and Sweden are high spenders and have l ow mortality rates, 
France, the Federal Republic of Germany, and the USA are also high 
spenders but in many respects have worse mortal ity rates than the 
low-spending United Kingdom. 

Thirdly, the spread of health s ervices, free or nearly free at 
time of use, to the vast majority of the population, has been 
accompanied by major extensions in other social programmes - cash 
benefits to support income, to share the costs of child-rearing, and 
to help the poor, programmes to help the lower income groups obtain 
better housing, the extension of education before and after compul ­
sory schooling, and a whole range of social support programmes. 
Thirty years ago, it would have been predicted that al l th i s  massive 
social investment woul d inevitab ly lead to a narrowing of relative 
social class differences in mortality rates. But while rates have 
generally improved among all social classes, there does not seem to 
have been a narrowing of rel ative rates between social classes. 

What is the explanation of this phenomenon ? Were social 
programmes not sufficiently concentrated on the poor ? In the c ase 
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of health services, was it a serious mistake to assume that the 
lowering of money barriers was all that was needed to secure that 
a l l  social groups used health care to the extent that they should 
In the United Kingdom at least, we have clear evidence that the l ow­
er social classes use services substantial ly less than their health 
status would warrant. 

Fourthly there is in many, but not all, affluent countr ies a 
distorted d istribution of health resources, though not on the same 
scale as in developing countries. Sometimes it is the inner cities 
that are relatively underprovided and sometimes it is the more 
remote rural areas. In general, health resources tend to be most 
sparse where health needs are greatest. 

The Response of the More Developed Countries 

The immediate response of governments has been addressed to the 
pressing, if narrow, problem of containing r is ing costs. They have 
seized on such weapons as were immediately availab le. In countries 
that finance their heal th services out of government budgets, the 
health budgets have been tightened. In countries operating health 
insurance systems, what can be most readily compressed are hospital 
construct ion costs, hospital daily rates, and pharmaceutical costs. 
In both these two systems of financing, cost-sharing by the patient 
has tended to be increased, partly to raise revenue, but also as a 
price s ignal to the patient and via the patient to the doctor. But 
these are short-term measures that can do no more than put a temp­
orary l id on costs and postpone the time when the upward trend w ill 
reassert itself. They do little to l ower the heat below the boil­
ing kettle on which the lid has been placed. 

In a number of countries, however, more fundamental questions 
are being asked and some longer term measures are being considered 
or taken. To help work out options for the future, there is now a 
burgeoning of interest in health economics throughout Europe, North 
America, and Japan. The economist can assist by analysing the 
effect on costs of different policy options and attempting to identi­
fy why costs are increasing in particul ar sect ors. Of special 
importance are the economic incentives offered to providers by 
different systems of payment, and the extent to which providers 
respond to them. Alternative payment systems could be devised that 
would have different underlying economic incentives and encourage 
providers to be cost-conscious and make a better use of existing 
resources . 
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One approach to  the problem of  cost containment is to  restrict 
the supply both of hospital beds and of medical manpower, as it 
appears to be these elements of supply that create th e major costs. 
Hospital beds which are provided tend to be us ed. Extra doctors 
generate more work - some of wh i ch may be 'unnecessary '. Hence the 
trend in W estern Europe is to cut the output of medical schools 
following the vast expans i on of the 1960s. Hence, in turn, the 
tendency to set lower targets of hospital beds per 1000 population 
in national health plans. 

Questions are being asked about the whole pattern of organizing 
and f inancing health services. In countries where general practice 
has rapidly declined in the face of growing specialization, there is 
d iscussion of whether the rebirth of genera l practice is possible 
and, if so, whether it would provide as good care at lower cost. In 
several countries where there are spec ial ists without access to 
hospital b eds, there are moves to secure hospital privileges for them 
so that the same special ist can handle the whole of an episode of 
illness. In several countries where hospital-bas ed special ists have 
no outpati ent facilities, there are moves to provide them for the 
same reason. The incentives under f ee-for-service payment systems 
are being reexam ined . In the Federal Republic of Germany, for 
example, there are moves to pay the doctor relatively more for 
consultations and relatively l ess for pathology tests and X-ray 
examinations. In the USA, the response has been a bew i ld ering 
seri es of regulating mechanisms ( utilization review, profess ional 
st andards review o rgan i zati ons, max i mum a l l owance cost l imi ts for 
drug puchasing, certificate of need approval for new health 
facili ties and equipment, comprehensive technology assessment, etc. ) 
and the encouragement of health maintenance organizations. 

The most fundamental changes are being made in I taly. Hospitals, 
instead of being paid per day of care, are to be f inanced out of a 
loca 1 budget wh ich wi 1 1  in turn form pa rt of a regiona 1 budget. Ten 
years ago the majority of doctors operating in the community under 
health insurance w ere paid on a f e e-for-servic e  basis . Now they are 
all paid on a capitation basis. It was found that the prescribing 
rate for doctors paid under fee-for-service was much higher than for 
doctors paid by capitation . Indeed, th e former prescribed 21 items 
per pat ient per year under the main insurance scheme. It is also 
of interest to note that prescription items per person per year are 
seven or less in Denmark, the Netherlands, and the United Kingdom, 
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where general practitioners are paid on a capitation basis (or some 
variant of it) . This compares with a rate of 9 in Belgium, 10 . 5  in 
France,  and 11  in the Federal Republic of Germany - all countries 
where doc tors are paid on a f ee-for- service basis under heal th 
insuranc e .  

Pres cribing i s  by no means the only area where there are wide 
variations in the use of services wi thin and between countries . 
There is a massiv e  field for res earch to identify and explain 
variations in the use of particular types of surgery , pathol ogy, 
and X-ray, and in the use of the hospi tal for particular conditions -
the admis sion rate, the length of s tay, and the real resource use per 
day of care. How far are variations really explicable in terms of 
health needs ? 

Thus five questions are increasingly being asked. Firs t, i s  
s ome of what is  now done unnecessary and, i f  it  i s ,  why is  it  done 
and how can the was te be prevented ? Secondl y, are there current 
treatments and procedures which are ineffec tive ? (This is by no 
means unlikely in view of the finding by a recent commis sion in the 
USA that only 10-20% of t reatments had been validated by the hard 
tes t of controlled trial. ) Thirdly, how is it pos sible to ensure 
that new technology and new procedures wil l  not be introduced in 
the future until there has been full and thorough evaluation of 
benefits and cost s ? Fourthly, are th ere way s in which effective 
and acceptab l e  care can be provided at lower cost, particularly by 
changing the place of care (e. g. outpatient surgery) or the mix of 
manpower (greater proportionate use of less  highly qualified man­
power) ? Finally, what new steps can be taken to prevent the 
need for health care arising in the first place ? How, for example,  
can life-s tyl es be changed and what would i t  cost to change them ? 

On top of all this, s ome countries are consciously es tablishing 
priorities for the development of their health s ervices - both 
between types of health need and b etween sec tionr of the population. 
This underlies plans to redistribute heal th spending geographically 
for example , from northern Italy t o  southern Italy, or from s outh­
east England towards the north. In the longer run , this may lead 
to conscious searches for under-users of health care. It is  of 
course easier to develop this approach wi thin a health s ervice than 
a health insurance system. 
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Health policy, as distinct from health service policy, is now 
clearly coming to the forefront of thinking in many of the highly 
industrialized countries. There is no longer a wil lingness to 
leave heal th insurance agencies to  pay any bil ls  generated in open­
ended insurance simply because the prem i um cost is now seen as 
becoming intolerable. The developed countries undoubtedly have 
lessons to teach the developing countries from their experience. 
Some of the most val uable l essons may be negative rather than 
positive - ' Don' t do it our way ' .  

The Problems of the Developing Countries 

The cri tical difference that dominates hea lth policy planning 
in developing countries is the sheer fact of poverty . This makes 
the was te of health resources intolerable, including the waste of 
doing well at high cost what coul d  be done equal ly wel l at low cost . 
But even more important is the fact that poverty is itself a pre­
dominant cause of bad heal th. Poverty is the key vector - more 
important than any worm, microbe, or parasite. As has so often 
been said, poverty creates illness and illness creates poverty. 
The key to improving health is to break out of the cyc le of mal­
nutrition, disease, unhea l thy environmen t, lack of education, and 
excessive fertility. It is a fact based on human experience that 
birth rates tend to fal l when l iving standards rise and mortality 
rates fall. 

Thus heal t h  improvement is a q uestion of economic and social 
planning, not just of medical planning. In some cases political 
changes may be a prerequisite for health improvement- particularly 
where land tenure systems l ie at the root of rural poverty . Health 
for al l will not be achieved by the year 2000 by regimes whose 
power struct ure is buil t upon the provision of hea l th for only a 
privileged few, or by regimes that cannot face up to the funda­
mental changes required to develop an equi tabl e  heal th policy. 
While planners can show the way, politicians can choose not to 
t ake it . That is their privil ege. 

Thus any plan for health services must be part of a wider 
heal th policy, and the lat ter must be part of a plan f or integrat­
ed development. A hea lth inpu t is critical to any plan for 
economic development .  So many economic plans that have been 
successful in increasing the growth of the national product have 
done nothing to meet the basic needs of the vast majority of the 
population. Plans for industrial development often help a small 
urban elite but l eave the rural population no bett er off than 
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before. Plans for agricultural expansion of ten help the large 
farmer at the expense of the majority of s mall farmers. An 
emphasis on cash crops can lower the nutritional intake of the 
rural poor . Critical for health policy are plans to improve 
nutritional intake and secure that the right balance of diet is 
consumed by all family members -- not leas t by mothers and young 
children. Critical also are plans to s ecure tha t water is avai l­
able in  adequate quantity and that clean water is  not polluted again 
before i t  is used. How many expensive developments have been 
frus trated by the lack of community cooperat ion caused by failure to  
ensure local participation and to  give s ufficient priority to  health 
education of the r ight type ? 

The failings of the heal th s ervices of mos t developing count­
ries have long been recognized. The following lis t does not of 
cours e apply to  every coun try. 

Firs t, there is the rel atively high expenditure on heal th 
services in urban areas , whi le  few or no services are wi thin reach 
of the maj ority of the population living in rurai areas. 

Secondly, there is a concentration of res ources on hospitals, 
including teaching hospitals using h igh technology, rat her than on 
primary health care. 

Thirdly, these trends are reinforced by the introduction of 
physician-based s ocial security s chemes that provide s ervices only 
for the wage- and salary-earning sections of the population. In 
s ome cases it would be economically impossible to ex tend such 
s ervices to the whole populat ion until the real nat ional product 
had been multiplied by five or ten . 

Fourth, there is the heavy cos t of using s uch 'free' services 
as are available in terms of travel expenses and waiting-time . 

Fifth, an imbalance is created by the provision of cos t ly train­
ing, including special is t training, to doc tors , who are unwil ling to 
work 1n rural areas, while auxiliaries to work with them are rel a tive­
ly very few. 

Sixth, there is the orientation of medical education towards the 
curricula of more developed countries rather than a curriculum 
designed to train doctors for their intended role in a particular 
developing country. 
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Seventh, there is  a relative lack of  funding for preventive 
medicine, including healt h  education, compared to the funding for 
urban curative medicine. 

Eighth, there is heavy expend iture on a vast range of impor ted 
specialist pharmaceuticals, some of which may even be purchased twice 
(once by t he government and then again in the private sec tor after 
being purloined from government s t ores ) .  

Ninth, services are hierarchically controlled, s o  t hat there is 
neit her integration with other local development workers nor particip­
at ion from t he local community. 

And, last but not least, t he majori ty of the population who are 
denied effective access to science-based services incur heavy 
expend iture on herbal remedies and traditional practitioners , who 
receive neither training, support, nor supplies from the organized 
services. 

Each of these features severely limi ts the lasting gains to 
healt h  from expenditure on health services. In economic terms the 
essential problem is to maximize the health improvement that can be 
obt ained from any given level of expenditure. The problem is the 
same as in the more developed countries. And, if the benefits ob­
tained from existing levels of expenditure could be improved and 
shown to have improved, the health sec tor would be in a stronger 
position to negotiate for higher appropriations, in view of the 
proven contribution to the process of integrated devel opment. 

Towards Health  for All 

The healt h  economis t can help by providing a c learer quantified 
picture of the existing situation. What are the sources of funds 
and how are they being spent ? Existing heal th  budgets in d evelop­
ing countries so often seem to be s t i  1 1  designed to detec t the mis­
appropriation of funds ra ther than to serve as tools for hea l th 
planning. They do not provide answers to the fol lowing critical 
questions. How much is spent on training different types of per­
sonnel and on constructing different types of building ? How much 
is being spent per head of urban populat ion and per head of rural 
population ? How does expendi ture vary between urban cent res and 
between d ifferent regions and dis tricts of the rural areas ? How 
much is spent on certain supplies - particularly pharmaceuticals ? 
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How is the budget divided between inpatient and ambul atory services , 
between curative services and different fields of preventive activity ? 
All this information the health economist can help to collect. Once 
collected, i t  can be related to the population reached. For example, 
what proportion of the population has effective access to services ? 
What propor tion of children in each dist rict is ful l y  immunized ? 
What proportion of the population actuall y  uses a health facility in 
the course of a year (rather than how many visits  are paid) ? 

As a tool for building up a health plan, the health economist 
can construct a whole series of costing units. What is the cost of 
training a doctor, a nurse, a medical assistant,  and a medical 
auxiliary ? What is the annual cost of paying personnel once they 
are trained ? What is the cost per day of maintaining different 
types of hospital bed, or of a consult ation, an immuni zation, or a 
heal t h  inspection (for a particular purpose) provided by different 
grades of personnel. What is the cost per kilometre (or mile) of 
different types or modes of transport ? 

These costing units can be used to work out the cost of perform­
ing a list of priority tasks. This cost will, of course, depend on 
the l evel of training really needed to perform them. For example, no 
training at all  may be needed to provide a regular distribution of 
ant imalaria  drugs for young children. How muc h tra i n i ng is needed to 
carry out an immunizat i on procedure, or to teach mothers oral rehydra­
tion ? What would i t  cost to have each task performed by the lowest 
l evel of staff who could adequa tely perform it ? And what would it 
cost to provide full population coverage respecting the performance 
of that task ? In this way each potential health benefit can be 
compared with its cost, though the combina tion of tasks may of course 
bring economies. 

Alternative staffing models for providing coverage of rura l 
areas by health-trained workers can be cons tructed to set out the 
cost of different options and compare the extent to wh i ch the differ­
ent model s  could provide effective access to services. If, for 
example, a new start could be made and the existing expenditure on 
health services divided equally among each 1 00 000 population, 
what st affing would be chosen ? Let us assume that 300 000 currency 
units are available per 1 00 000 population and that 100 000 units are 
needed for supplies, transport, and al l other costs apart from staff 
costs. Some possibl e  staffing options are set out below. 
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Grade Training Annual cost per Optional Numbers 
cost staff member in post 

(units) (units) A B C 

University train-
ing for 5 years 100 000 20 000 10 6 2 

Secondary school 
plus 2 years ' 
training 3 000 6 000 0 10 10 

Primary schoo 1 plus 
6 months' training 1 000 2 000 0 1 0  so 

Only option C or some variant of it offers the prospect of ready 
access t0 primary hea lth services for the whole population of a rural 
area. If access is given the highest priority, then the limiting 
factors are the tasks in which the three grades of heal th worker are 
to be trained; the tasks chosen must be such that the workers will 
have time to perform them for the whole population they are expected 
to serve . These tasks can then determine the training programme, 
and it will no longer be left to t raditional training pat terns to 
determine how many people can benefit from the performance of any 
task. 

Of course no country is ever in a posi tion to make a wholly new 
start. Even after radical political change, there is still an 
inheritance of staff tra ined in part i cular  types of ski!  I ,  and of 
buildings des i gned for particu l ar pu rposes sited at partic u l ar 
p l aces .  But once you know where you want to go, a s t ep by step 
progression can be made in the desired direction. And the success 
of each s tep can be evaluat ed soon after it has been taken . 

The only services that can hope to reach the who l e population 
are low-cost services, using front line staff with limited t raining 
and low technology. Such services can be effec tive if the tasks to 
be performed are carefu l l y  chosen, the staff proper ly trained and 
supervised , and t he necessary supplies provided . 

The impact of paid st aff can be widely extend ed by the participa­
t ion of the local c ommun i ty. Th e cheapest way of provid i ng any 
service is for people to provide it for themse lves wherever this is 
possib le. The basic health knowledge passed on within the family 
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is an invaluabl e  asset in more developed countries. Building up 
this knowledge in a developing country that lacks it is potentially 
one of the most beneficial health investments .  

The search for the most cost-effective ways of improving health 
inevitably challenges traditional patterns of thinking, as well as 
the roles and functions of health personnel as they have evolved in 
the more developed countries . But what is mainly entailed is a 
further step in the process delegating tasks - a process that is 
steadily gaining ground in the modern hospital . Tasks that, when 
new, were performed on ly by physicians are now routinely performed 
by auxiliaries with much less training . The challenge for the 
developing countries is to see how far they can take the process , 
while still providing safe and effective health care . In this way, 
new and simpler technologies may well be developed for the delivery 
of services. 

Conclusion 

The same fundamental questions are being asked in the more 
affluent countries as in the devel oping countries . What is the 
most cost-effective way of improving health ? How can the health 
effort be redirected to provide better value for money ? Insofar 
as this involves changing behaviour, how can the necessary changes 
be best secured ? And, in the case of services, what should be the 
priorities, how can they be equitably distributed in terms of health 
need, and how can they be made to secure the maximum health improve­
ments for the money available ? 

The physician tends to see his task as the provision of the 
best service he can for the individual patient, irrespective of cost. 
No longer can cost considerations be ignored. When resources are 
limited, the provision of services to one patient at greater cost 
than is strictly necessary for good and effective care means that 
resources will not be availab l e  for the care of other patients, or 
to improve health by other means - many of wh ich may be more cost­
effective. Lack of cost-consciousness on the part of one 
physician in exercising his clinical freedom can severely limit the 
c linical freedom of another physician, simply because the resources 
are not available for him to exercise it . It is for this reason 
that health professionals cannot escape a collective responsibility 
for the way in which health resources are used . Health economists 
can assist them in exercising this responsibil ity and work with them 
to identify the more effective ways of improving the health of the 
different nations of the world . 
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Resume: 

Le sentiment est maintenant tres repandu clans les pays developpes 
que les depenses de sante se sont accrues trop rapidement et sans 
entra1ner d'ame liorations proportionnees de l 'etat de sante, alors 
que clans l es pays en developpement, l 'objectif de 'la sante pour tous 
ici l'an 2000' ne sera at teint qui si des changements importants 
surviennent clans la nature meme et clans l a  distribution des services 
de sante . 

Divers efforts de controle des couts ont ete depl oyes, a savoir 
controle budgetaire, revision des prix et des tarifs medicaux, 
accroissement des tickets moderateurs, reglementation de l 'offre des 
services, et dans quelques pays, changements fondamentaux dans 
! 'organisation et le financement des services de sante . Les 
economistes de l a  sante ont un role primordial a jouer pour preciser 
ces problemes et resoudre des questions fondamentales tel les que 
! 'importance du gaspillage et des services inefficaces, les couts 
e t  l es avantages des techniques nouvelles, le choix de methodes 
efficaces de production et d'options strategiques, notamment le 
role potentiel de la prevention . 

Dans l es pays en developpement, la pauvrete est a la fois une 
cause fondamentale des problemes sanitaires et un serieux obstacle 
a l ' impl antation des services de sante. 1 1  est evident que la sante 
est une question de planification economique et sociale et pas seule­
ment de planification de services de sante. Le manque d 'eau potable 
et une nutrition inadequate sont des problemes graves, mais les 
programmes agricoles peuvent eux aussi avoir des effec t inegaux et 
indesirables pour les groupes de populat ion les plus vul nerables 
s 'ils ne sont pas con�us et controles avec soin. Les problemes 
majeurs, qui l imitent serieusement les bien-faits des depenses des 
services de sante sont : l e  desequilibre flagrant vers des services 
curatifs hospitaliers, urbains, utilisant une technologie avancee et 
au de triment de services ruraux de soins primaires, preventifs et 
simples; par un systeme d ' assurance mal adie base sur la securite 
sociale qui privilegie largement les employes; l 'acces difficile 
a des instal lations eloignees et surchargees; 1 'insuffisance de 
personnel auxil iaire et paramedical approprie par rapport a un 
personnel medical couteux et trop specialise; une organisation 
et une gestion inadequates et un manque de participation au niveau 
l ocal ; des depenses considerables pour 1 ' importation de medicaments 
dest ines a des services medicaux modernes, et , si ces derniers sont 
inexistants ou inaccessibles, en remedes et en pra ticiens tradition­
nel s. 
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lei enco re , les economistes pourraient j ouer un rol e impo rtant 
en de terminant l es sources et la desr i na tion des moyens financ iers; 
et en mettant en place des systemes de c omptabilite analyt ique et 
d'evaluation de couts unitaires orient es vers les de cisions , qui 
peuvent etre uti l ises pour une meilleu re affectation des ressou rces 
et un meill eur choix de strategies pour la production et la pres ta tion 
r.e services de sante. L'objec t if fondamental dans les deux cas es t 
de tirer l e  maximum d 'avantages des de penses consenties et, pou r  y 
parvenir, les professionnels de la sante et les economistes doivent 
travailler ensemble. 
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ECONOMICS AND HEALTH IN DEVELOPING COUNTRIES 

G. L. Monekosso 

Economics, Health Care, and Health S ta tus 

Complete physical, menta l ,  and social well -being for all persons 
in all countries everywhere is an ideal for which the international 
community must strive in the fu ture, as it has done in the past. For 
citizens of developing countries its achievement is almos t as remote 
as getting a chance to go to the moon . Bearing in mind the Homo 
sapiens hierarchy of natural sys tems and th e na ture of feedback 
systems, l one can describe the situation of an individual in a s l ow­
ly developing country as follows: his culture is in a s tate of f l ux, 
having been severely dislocated by the  well-known historica l  events 
of the l ast few centuri es ;  his country has yet to be firm l y  constit­
uted as a nation and participate in the exchange of polic i es, symbols, 
goods, and resources other than in an essen tially negative and dis­
advantageous manner;  and his traditional family s t ructure is severe­
ly shaken by external forces. What he can hope for at best is 
normal ly functioning body systems . And th ese are still frequently 
challenged by unfavourabl e  environmental forces . 

There are four major determinants of heal th 2 - heredity ( the 
genetic constitution of the individual); environment (favourable 
and unfavourabl e  features of his habitat and surroundings ) ;  
behaviour (the way he lives, the things he does, e. g. ,  exercise, 
smoking, type of d ie t, e tc . ) ;  and hea l th ca re. The las t of  th es e 
detenninants means the use of avail abl e technology, indigenous or 
imported, but suitably adapted to local circumstances, within an 
organized health system, by suitab ly trained health workers with a 
view to ameliorating the health status of individuals, fami l ies and 
communities. This paper will  concentrate on economics and heal t h  
care in developing countries. It is understood tha t the goals  of 
any compreh ensive health  care system coul d include the minimi zation 
of health risks related to hereditary, behavioura l ,  and environment­
al factors. 

1 

2 

Biosphere - Homo sapiens - cul tures - nations - c ommuni ties and 
organizations - families - pers ons (social -psychic-somatic) - body 
syst ems (organs-tissues-cells)  - molecules - atoms - subatomic 
particles. 

Blum 1976. 
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It is now generally accepted (Declarat ion of Alma-A ta) that 
the achievement of health for all by the year 2000 requires a multi­
sectoral approach (9) . Health services, viewed in the narrow sense, 
w ill not lead to this goal, and health service expendi ture mus t 
therefore be seen i n  proper perspect ive - even by health workers. 
One tropi cal developing country recent ly spent 31 . 5% of i ts nat ional 
budget on agriculture, rural development, and water supplies, 16. 8% 
on food subsidies, 4 . 3% on populat ion control, and 4. 3% on health 
services (8) . Workers in t he health sector might grumble at this 
distribution, but i t  is not unlikely that such a budget migh t well 
have been the best way of promot ing the health of the greatest 
number of the c i t izens of that country. The contribution of 
agricultural ac t i vi t ies will lead to  greater availab ili ty of food 
(wi th a greater poss ib ili ty of improving nutri tional status and 
greater earning power for the farmer who can then buy services 
(including health care) that will contribute to a state of physical, 
mental, and social well-being. The fact that these and similar 
act iv i t ies in other sectors (public works, educat ion, social welfare, 
etc. ) are excluded f rom the calculat i ons of health economis ts does 
not imply that their important contribut ion t o  health is not apprec­
iated. What I wish to do here is t o  approach the problem coolly, 
avoiding the heat and passion so often generated in discussi ons on 
health expendi ture, and emphasize the need for bringing individuals, 
families, and communities to plan health expendi ture and thus avoid 
' ca tastrophic' spending in emergencies. Developing countries, whose 
public healt h  infrastructure is charac terized by serious inadequacies 
(shortages of doc tors and lack of auxiliary medical staf f, lack of 
equipment and fac il i t ies) due to insuffic iency of f i nanc ial resourc­
es, cannot afford badly planned or unplanned health expendi ture. 

The proportion of the gross national product devoted to health 
services,  according to a WHO internat i onal s tudy in 1 9 67 (1) varied 
from 2. 5% to 6. 3% and i t  was noted that countries wi th relatively 
high s tandards of living spent h igher proportions of their resources 
on health services than those w i th relat ively low s tandards of living. 
Consequently , the developing countries, where health st andards are 
poorer, were spending rather less in relation t o  resources, an anomaly 
that can only be jus t i f ied by greater efforts in other sectors wi th a 
potent ial for health development. This anomalous si tuation has been 
observed at family level - in one developing country (3) the wealthier 
people spent a higher percentage of their household expendi ture on 
health, in spi te of the probab ili ty that their health s tatus was 
bett er than that of poorer families. It would appear therefore 
that health expendi ture i s  not necessarily related to health status 
(if this is measured by normally funct ioning organ systems alone) 
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but to felt needs that depend upon cultural and social values. 
How much one spends on health is determined largely by who the 
health care provider is. In one tropical developing country ( 10) 
it was shown that, whereas people in the lowest income group 
(whether urban or rural) rarely consulted private physicians and 
were habitually treated by traditional practitioners, the reverse 
situation obtained in the highest income group living in the 
capital city. It is a matter of cutting the coat according to the 
available cloth. 

There is a need to determine for each country, and possibly 
for different areas within it, the most effective health care pack­
age at a cost people can afford, and within their specific socio­
cultural context. Studies to this end are of universal interest, 
but are particularly crucial for developing countries that have no 
resources to waste. Since such a package would change with changing 
needs (in the course of development) ,  research in health economics 
must be incorporated into, or coodinated with, health services 
research . In this way national and local health systems will 
'learn' while operating and, it is hoped, adjust to research find­
ings. One thing is clear from recent studies in developing 
countries - people are not only willing to pay directly to safe­
guard their health, but in many countries ' direct payment by con­
sumers' or 'household health expenditure' is considerably more than 
the total budget of the Ministry of Health. For health economists 
and health planners this is a chall enge that must be faced - the 
tapping of an enormous unplanned resource. 

Health Expenditure Patterns 

Health care delivery depends upon suitably trained manpower , 
appropriate health care facilities, and adequate financial resources. 
All governments in developing countries accept full responsibility 
for the health of their citizens and in many countries (probably the 
majority) health care is accepted as a basic human right. The 
majority of governments , if not all, share the cost of health care 
with their citizens and with national, local, and foreign agencies. 
There are probably as many patterns of health expenditure as there 
are countries (and there are sometimes dramatic changes in the same 
country following major political upheavals) , but the patterns of 
health expenditure would appear to fit into a spectrum, refl ecting 
sociopolitical philosophies and sociocu ltural attitudes about hea lth. 
At one extreme there are governments which accept that health is a 
fundamental human right and consider it the duty of the government 
to provide all the health care their citizens require. The other 
extreme is represented by governments which do not deny that health 
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is a fundamental human right but which nevertheless delegate 
financial responsibility to various official and unofficial agencies 
and private initiatives. In addition , to a varying degree, local 
communities are able, using locally collected revenue and/or other 
resources , to organize local health services; and this does not 
necessarily correl ate with the position of the country relative to 
one or other of the extremes described above. Finally , there are 
cul tural attitudes - individualism, money consciousness,  good 
neighbourliness ,  etc. - that modify the official ly prevailing 
health expenditure patterns. 

Type 1 The central model, hal f  way between the two extreme 
types, dominates much of Black Africa , but is not limited to that 
geographical area. The government is fully committed through the 
Ministry of Health - which has a dominant role - to provide health 
services for the entire population. But because of insufficient 
funds, there is selective expenditure, health care being free for 
certain vulnerabl e  or economically important groups . About 50% or 
more of health expenditure comes from governmental sources. In one 
middle African country in 197 6 / 7 7  (4) government expenditure was 6 2 % ,  
individual or household expenditure 34% ,  and expenditure by private 
companies 4 %; 448  out of 535  million local francs came from the 
Ministry of Health, 60 mil lion from the Education Ministry , 1 2  million 
f rom the Defence Ministry , and 1 5  mil lion from the Ministry of F oreign 
Affairs (money spent abroad) . The Health Ministry' s budget was about 
7 %  of the national budget, about half of which (53%) was spent on the 
salaries of health personnel , etc. and 30% on the purchase of drugs 
and supplies. Only 4 . 8% was availabl e  for the maintenance and 
running costs of hea l th care institutions. Among miscellaneous 
expenditure was money for sending a small number of patients abroad 
(to European countries) for tertiary care. Fees were charged in 
hospitals and other health care institutions , but treatment was free 
for (a) ' civil servants' from whose salaries money was deducted ' for 
health care' ; (b) a special ly privileged group - health care 
personnel; (c) schoolchildren and students; (d) members of the 
armed forces and the youth corps; (e) the families of all the above 
groups; (f) prisoners and other detained persons , and (g) people 
certified as paupers. 

In another African country (8) the sources of finance were 
identified as foll ows: 
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Government (central and l ocal ) 
Employers 
Local missions and charity 
Foreign aid 
Direct payment by recipients 

(%) 

4 5. 6 
3. 8 
1 .  3 

33. 2  
16. 0 
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Health service costs accounted for 5. 3% of the gross national 
product (GNP) .  There is a serious effort to extend services to 
rural areas as shown by the rural/urban distribution of health 
expenditure: 

Urban Rural 
(%) (%) 

Government (centre l and l ocal ) 30. 0 70. 0  
Missions 1. 0 99. 0 
Employers 80 . 4  19. 6  
Charitable organizat ions 33. 0 67 . 0  
Direct payments by recipients 36. 5 63. 4 

It must be admitted that this is probably an exception to the 
general rule; in most countries high expenditure on the urban 
minority of the population is more typical. The major items of 
central government expenditure for 1976 in the country under review 
were as follows: 

Payments to medical and other health 
personnel 

Transport and communications 
Medical supplies and equipment 
Food and food supplements 
Other goods and services 

( % )  

36. 4 
8. 6 

1 4. 6  
29. 4 
11.  0 

Health expenditure problems in this type of country (general ly  
among the least devel oped ) incl ude the following: 

- A relatively high proportion of the recurrent budget is spent 
on salaries, not because the sal aries are high ( they are, in fact , 
very low by world standards) but because the funds are small and, in 
some cases, l arge numbers of untrained and unproductive ind ividuals 
are ' carried' in the budget. 
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- There is a consequent shortage of running cost s; equipment 
is lacking or defect ive, simple heal t h  care materi a l s  (even cotton 
wool) may be in short supply, and heal th  personnel are frustrated. 

- Foreign aid plays an important rol e, bu t i n  general it 
concerns only a small part of the operat ional services; it plays 
a vital role in medical education, medical research, and rural 
health care, but may distort health programmes by emphasizing 
sophisticated techniques. The figures for forei gn assistance 
(multilateral or bilateral) are high because of the high cost of 
paying foreign personnel and woul d be c onsiderably lower if adjust­
ed to l ocal salary pat terns. 

- Relatively large sums are spent on sending government offic­
ials abroad for treatment; normall y  this should be onl y for tertiary 
care unavailable in the country but the pri v i l ege is frequent l y  
abused. 

- In spite of government effort s  to ensure equitable access to 
heal t h  care, the poorer people are unable to pay relat ively high 
costs of care, e. g. , the minimum dai ly charge for a hospital bed in 
one country was equivalent to one week's earnings by a worker living 
on the official minimum wage. For thi s  cat egory, primary care 
admin i s t ered c heaply by a trad i t ional heal t h  worker i s  the onl y  
solut ion. 

- Drugs represent a maj or item of expenditure, not only for 
the government but also for individuals,  especially if t hey are 
subj ect to import duty. In many countries drugs are duty-free, 
but in spite of this the costs remain prohibit ive. 

Type 2 This type of health expenditure pat tern is character­
ized by relat ively low direct governmental financ ing of heal t h  
services and very high private partic ipation. One country def i ned 
the goal as the narrowing of the gap between t he potent ialities of 
modern sc ience and the availability of health services, by fac ilita­
ting access to adequate medical care for all citizens, regardless 
of their economic and social status. The gap left by low public 
intervention is covered by an organized private sect or - social 
security financing (8) . The proport ions are: 

Public expenditure 
- central government 
- local government 

( % )  

1 3. 4 
6. 2 
7. 2 
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Private expenditure 
- personal consumption 
- industry 
- others 

(%) 

86. 6 
84. 0 

1. 6 
1. 0 

43 

The importance of the private sector is also brought out by 
the fact that out of a total of 40, 719 beds (equivalent to 852  
people per inpatient bed),  private beds in hospitals and clinics 
numbered 11, 434 and 1 8, 250 respectively (29, 714 private beds, 
compared with 2 2, 439 beds in official national, provincial, or 
municipal hospitals) . In this system the official Ministry of 
Health is a poor relation of the social security system; indeed, 
the above-mentioned governmental health expenditure also takes in 
the Ministries of Home Affairs and Education and the Economic 
Planning Board. 

This pattern of expenditure is observed in a number of rapidly 
developing countries with an open market economy - health care is 
a part of the market and shares in its vicissitudes. Relatively 
poor countries have been reported as planning for the immediate 
future in this way. The principal obstacles to applying such a 
policy would be the following: 

- A relatively low proportion of the population are salaried, 
and therefore compulsory health insurance would benefit only a 
small minority, often less than 5%. The others, in private 
business or agriculture, have irregular and unreliable access to 
cash and cannot easily participate in health insurance, voluntary 
or otherwise. 

- Those belonging to this 'unserved' majority actually con­
tribute to the GNP in many indirect ways, and it would not be 
equitable to discriminate against them, even temporarily. A 
mitigating factor in African countries i s  that the urban/rural 
divide is not as sharp as foreign economists imagine - because of 
the extended family system and the high level of neighbourliness. 

- In countries that must develop rapidly or perish, it would 
appear illogical to leave the provision of health care to any in­
stitution or organization (even if it means well and is highly 
charitable) that does not have the political responsibility or 
obligation to harness all available resources, especially manpower. 
And we are learning more and more about the importance of a healthy 
population in the devel opment effort. 
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- Social security systems almost invarj ably concentrate on 
curative services, to the detriment of disease prevent ion and 
active health promotion. They would be via ble in countries where 
the GNP is high and where, in spite of high expendj ture on curative 
services, there would be sufficient funds ava ilable for the general 
public health, and especially for crucial health development 
activities in other sectors, e. g. , agriculture, water supplies, etc. 

Type 3 Very little published information is available on the 
f inancing of health services in countries where health is a right 
and the state is obliged, and strong enough, to provide f or a l l  
curative, preventive, and promotional heal th care. The economy is 
planned in considerab le detail, and the health sector is taken ful ly 
into consideration. · Government financ ing is preponderant - over 
70% of the total, mostly or entirely provided by the centra l govern­
ment. Local authorities are heavily dependent on the central purse. 
Char itable organizations usua lly play a minor role, but foreign bi­
lateral and multilateral assistance may be prominent. Private 
health care (e. g. , private clinics) are either not permitted or are 
tolerated only as a temporary measure, but the consumers are fre­
quently called upon to pay relat ively small amounts for drugs and 
medical supplies. Private companies normally become nationalized 
so that their productive effort is immediately ava ilable for devel op­
ment purposes. This pat tern of heal t h  care financing appears to 
work extremely well in a number of relat i vely  advanced developing 
countries and it is, of course, well established in a number of the 
world' s most developed countries. The principal problems that 
confront economically feeble developing countries opt ing for this 
approach include the following: 

- Most developing countries do not have reliable data upon 
which scientific planning can be based. This is particularly 
true in the health sector. Health expenditure would be based upon 
inspired guesswork. A government that accepted full financial 
liability in these circumstances would not know what it was really 
committing itself to. 

- Countries wishing to follow the very attractice concept of 
health care for a l l  at publ ic expense often forget that developed 
countries carrying out this policy have we l l-organized health 
insurance schemes, some of which preceded the adoption of a sta te-
centred economic plann ing process. It is the total mobilization 
of human and natural resources that makes such systems possible. 
And thi s  mobil ization invol ves a degree of social discipl ine which 
the population must be willing to accept. 
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- Ac t ive community participation 1 s  ind i spensable i f  health 
services are to be fully effective. Even when funds are central ly 
available and health care is offered free to the population , 
consumer satisfac tion may not be achieved. Health personnel, paid 
by the State, often see themselves as owing no obligations or 
respect to the indiv idual' s  beliefs, preferences, or cultural 
prac tices. A special effort would be required to ensure that the 
health services do not merely guarantee normal ly func tioning 
organic systems (physical health ) but mentional and social wel l ­
being also. 

- Attempts to give high pr i ority to the heal th services (on 
t he ground that health services are a right ) may resul t in an 
imbal ance of government spending with detrimental effec ts on heal th 
as such. The righ t to heal th shoul d not be confused wit h  the high­
ly desirable right to health services. 

The Chall enge of Communi ty Participation in the Financing of 
Health Services 

One of the striking features of the financing of heal th 
services in developing countries is the fact that families spend 
considerable sums of their own money in promoting health and seek­
ing curative treatment. This is t rue of both urban and rural 
are.as. As well as cash expendit ure, there is also of ten payment 
in kind to tradi tional healers. In one count ry ( 7 ) , of t otal 
expendi ture on hea l t h  and health-related act ivities, private house­
hold expenditure was reliably estimated to account for 65. 5% and 
government expend i ture for 32 . 9% (Minis try of Hea l t h ,  22. 9% ;  
other ministries and agenci es, 10. 0% ) . The contribut ions  of  
voluntary agencies (0. 3% ) ,  priva t e  industry (0. 4% ) ,  foreign aid 
(0. 9 % ) were very small indeed. How did people spend their 
money ? The f igures presented were: 

Private doc t ors 
Government hospitals 
Drug sellers 
Traditional healers 
Health centres 
Others 

(%) 

44. 9 
24. 0 
20. 0 

7. 0 
2. 3 
0. 2 

One is struck hy the prior i ty given t o  curative medic i ne and 
in pan icu lar  to payments for doct ors, hosp ital care, and drugs 
(88. 9 %) .  Much of this expend i ture is 'part l y  t he unpremed i tat ed 
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outcome of countless individual decisions made by providers and 
recipients of services' (S) It is interesting to compare this 
with planned expenditure on health services by the Ministry of 
Health. The items are again listed in order of importance -
financial, and possibly programmat ic: 

Personal health services 
Communicable disease control 
Health planning and administration 
Environmental health services 
Health personnel tra ining 
Laboratories and research 
Health education 

(% ) 

67. 0 
1 4. 57 

7. 32 
6 . 1 5  
3. 62 
1. 12 
0. 22 

This list confirms the importance of personal health services 
(doctors, hospitals, and drugs, as well as certain health promo­
tion and rehabilitation activities) .  Both planned and unplanned 
expenditure agree on the same priorities. The challenge which 
health planners, managers, and health care providers must face, and 
which calls for a dialogue with the recipients of health care and 
their political representatives, is the need for pooling the 
resources in the interest of better coverage, greater effectiveness, 
and increased efficiency on the part of the health services. Un­
planned household expenditure on health emergencies will never lead 
to full coverage, is unlikely to be effective as a system, and, 
financially, rarely gives full satisfaction to both client and 
physician/health care provider . 

The primary health care approach is now generally accepted as 
the most likely path to lead to 'health for all by the year 2000'. 
There is an urgent need to work out the financial implications in 
all countries accepting commitment to this goal. In streamlining 
the national health service systems, it has been suggested that 
three fundamental levels of health care be taken into consideration 
(6) : 

a) Community health-related activities, organized by the 
people for the people, coordinated on their behalf by health 
committees (or health subcommittees of community development 
committees) ,  executed with the help of community health workers, 
often operating from village health posts, and integrated or 
coordinated with other front-line 'grassroots' community devel op­
ment activities. 
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b) Local health services including a distric t (cormnunity or 
local) hospital headed by a district medical officer, and a net­
work of satellite health centres and d i s pensaries /primary hea lth 
care units, staffed by teams of qualified and auxiliary health 
workers, operating in an integrated manner to ensure comprehensive 
health care for the local population . The local hea l th service 
system receives directives for public health action from, and 
refers patients to, higher levels of the hierarchy . Its primary 
care activities support the cormnunity health-related activities .  

c) National, provincial, and regional health services whose 
specialized secondary and tertiary care activities (clinical, 
laboratory, epidemiological )  are organized in well-staffed and 
equipped hospitals, public health units, and medical research 
centres . These constitute the apex of the national heal th 
service system. 

Few countries striving for global socioec onomic development 
can afford to finance health services with resources that might be 
directed more profitably to health development and improvement of 
the quality of life . Governments, their external partners 
(bilateral, multilateral, and other agencies) and internal partners 
(the beneficiaries of health services) shou l d  reexamine current 
activities to s ee where the greatest results can be achieved with 
the s mallest effort, in terms of coverage, effect i veness, and 
efficiency and in the best interests of equity and development 
strategy . One approach which might be tried or reemphasized is 
the following: 

- To encourage, at grassroots, exten sive health-related 
activities by the people for the people, as self-help efforts . 
This primary health care approach should require relatively 
l ittle financial support from outside sources. The people 
would be free to organize for tl1emselves as best they could, 
with appropriate encouragement from the national healt h  
authorities, such undertakings a s  village maternity centres, 
v i l l age pharmacies, village health posts,  village cleanliness 
campaigns, village water supplies, etc . These efforts should 
not be tampered with by external agencies, whose interventions 
are us ually sporadic, discontinuous or, at best, continued for 
a limited period of time. National heal t h  authorit i es, as 
well as local government author i ties, should stimul ate, advise,  
and provide appropriate technical support. Ma j or inter­
national organizations can help governments to provide such 
support. 
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- To st rengthen loc a l  hea l t h  serv i r es so that they c a n  provide 
essent ia l  cur::i tive, preven t i ve,  promot i ona l, and rehabi l i tation 
services for the populat i on of the dist r i c t ,  constitu ting an 
effect ive referral syst em for grassroot s hea l t h-re l a ted 
activi t ies. Otheruise,  many ex i st ing l oc al (di strict ) health 
services might not be capable of coping wi th the hea l t h  care 
problems that the pr imary health approach is cert a i n  t o  unravel. 
I t  is suggested that these essent i a l  services ( the precise 
content can be defined by each country)  be availa b l e  f ree or 
pract ica lly free f or residents of the geographi ca l  or admini­
stra tive area covered by the dist rict or l ocal hea l t h  service. 
It should not be dif ficult, i n  newly independent countries, to 
design a l ocal health service system of the type described 
wi thin the financial possibili ties of the health ministry. 
Chari table organizations and other external sources of aid 
(bila t eral and international) should int ervene vigorously at 
t l iis local level, especially in the financing of management , 
training, and research projects. 

- To develop tertiary care cautiously, and possibly slow down 
expenditure in this sector, if it already consumes a large 
part of recurrent expenditure. Redeployment of staf f to 
s t rengthen the local level may be considered. Charges should 
be made for curative servi ces at provincial and national 
hospitals, especial ly the l atter. But reduced charges should 
be considered f or bona fide patients referred from the local 
heal th  services; this would be equitable since they would 
probably have to bear other, h i dden costs (e. g. , travel to the 
provincial hospit al and l oss of earnings) .  I t  is also a t  
this level that  compulsory health i nsurance schemes for 
salari ed workers would be appropriate. I f  local health 
services are f ree, the increased access t o  health care tha t 
social security/health insurance sc hemes provide for salaried 
workers in urban areas would be less inequ i table. Inter-
nat ional health agencies shou l d  probably not int ervene at this 
tertiary care level, except for the purpose of ' priming the 
pumps' , e. g. , in connection wi th health sciences education, 
health services research, and health syst ems management . 

The above reflections represent one possib l e approach t o  the 
f i nanc i ng of heal th services. The large sums that  people spend i n  
health emergenc i es would be channelled to  ot her purposes . I t  would 
be i nteresting to see if people, reli eved of ' anxiety spend i ng' by 
excel lent l oca l health services, woul d partici pa t e  more fully in 
community ( grassroot s )  heal th-re l a ted activities and contribute when 
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the need arises ( and this would not be often) to tertiary care. 
There are obviously other possible solutions and approaches; the 
above suggestions, are of fered merely to call attention to the need 
for administrative ingenuity and research in order to resolve the 
dilemma of quality, equity, and cost of healt h care delivery in 
developing countries. 
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Resume: 

Pour la plupart des pays en developpement, la mise en oeuvre 
de la definition de la sante de l '0MS est un objectif tres lointain 
vers lequel ils continuent neanmoins de tendre comme tous les pays. 
Les quatre principaux facteurs determinants de la sante sont 
l 'heredite genetique, l' environnement, le comportement et les soins 
de sante, et il est evident que ce dernier facteur a lui seul ne 
suffira pas a atteindre l'object if  de 'la sante pour tous d'ici 
l'an 2000'. Les pays en developpement depensent, a juste titre, 
b eaucoup moins pour les services de sante que pour le developpement 
de l 'agricul ture, qui contribue simultanement a l 'ame l ioration de 
la nutrition et aux capacites de financement des services de sante. 
Alers qu'il semble que plus les pays (et les individus) s'enrichiss­
ent, plus l eurs depenses en matiere de sante augmentent, le besoin 
essentiel reste le  meme a tous l es niveaux de depense: ! 'adoption 
d'une approche integree et planifiee propre a assurer la mise au 
point d'un 'module' de services le plus efficace possible au cout 
le plus bas. 

Les soins de sante sont desormais acceptes comme un droit dans 
la  plupart, sinon dans tous les pays, mais les modalites structur­
elles et financieres varient considerablement d'un extreme a 

l ' au t r e :  d'une part l es gouvernement s  a qui i l  incombe d ' assurer 
tous, ou presque tous les so ins de sante requis par l eurs citoyens, 
et d'autre part ceux qui deleguent la responsabilite du financement 
et de l'organisation de ces soins a diverses instituti ons publiques 
et privees. Le modele central, a mi-chemin entre l es deux extremes, 
predomine dans une grande partie de l 'Afri que noire mais se trouve 
egalement ailleurs. Le gouvernement s'est engage a fournir des 
services de sante a la population mais, par suite de l 'insuffisance 
des ressources, les soins gratuits tendent a se concentrer sur 
certains groupes vulnerables ou economiquement importants et des 
contributions substantielles proviennent des depenses individuelles 
des menages et d'autres sources privees. Normal ement, un pourcent­
age eleve du budget restreint est inevitablement affect e  aux salaires 
(qui sont pourtant rel ativement bas) et aux medicaments, les fends 
indispensables aux depenses d'exploitation sont limites , l 'equipe­
ment inadequat et le materi el rare. L'aide etrangere est importante, 
mais peut faire pencher l es services en faveur de techniques et de 
ressources trop sophistiquees. L'egalite d'accession aux services 
de sante peut etre serieursement affectee par des frais medicaux 
qui, meme reduits au minimum excedent souvent la capaci te 
financiere de beaucoup de personnes. 
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Un autre systeme de financement des services de sa nt e, base 
sur la securite sociale et d ' autres formes d ' assurance puhlique  

5 1  

et privee, auquel le  gouvernement participe moins d i rectement , est 
repandu dans les pays a developpement rapide possedant une economie 
de marche libre. Ce type de systeme convient tou t efoi s ma ! aux 
pays mains riches qui ant un faihle n i veau d '  emp l ois remuneres; i l  
est mains soumis au cont rol e direct du gouvernement et tend a se 
conc entrer sur des s ervices de soins plutot que sur la prevention. 

Dans un certain nombre de pays en developpement rel ati vement 
avances, 1 'Etat a reussi a met t re en place un ensemble comple t  de  
services de  sante a plani fication cent rale et dans d' autres pays 
developpes ces services sont bien etab l is . Toutefois, ce modele 
est extremement diffici le, sinon i mpossible, pour les pays les plus 
pauvres, car les donnees necessaires a une t el le plan ification font 
defaut, les ressources propres a assurer une couvert ure complet e  de  
ce  type ne sont pas d i spon ibles, et  la d i scipline socia l e  ainsi que 
le developpement des inst itutions sont insuffisants. La centrali­
sat ion t rap poussee et l' uniformite pourraient egalement se  heurter 
aux croyances culturelles et aux prefe rences ind i v i duel les, rendant 
diffic i le une participat i on efficace de  la communau te. 

L'une des singula rites du financement des services de sante 
dans les pays en devel oppement est le role consi derable des depenses 
privees des menages. Dans un pays, celles-ci ant ete estimees a 
deux t i ers de toutes les depenses de sante et connexes. Que les 
schemas de depenses soient determines par la somme de plusiers 
decisions privees OU minist erielles, il est interessant de cons t a t­
er que ce sont les depenses d e  medecine curat ive qui dominent .  
Les systemes planifies, tout comme 1 es syst emes non plan i fies, 
s ' accordent sur les memes priorites genera l es. Le  defi, pour t ous 
ceux qui participent a la fourn i ture  de services de sante , c'est 
!'amelioration de la couverture, de l' efficience et de l'efficac i te. 
La ra tionalisation des services de sante na t ionaux dans le bu t 
d ' assurer la sante pour t ous d ' ici l' an 2000 comp t e  parm i les 
obj ect i fs du developpement .  Ce l a  i mp lique des activites d e  
developpement d e  l a  communaute rura le, le developpement d '  une 
pyramide adequate d e  services d e  sante locaux, depuis l es unites 
d e  soins de  sante primai res en passant par J es cent res sa nitaires 
jusqu ' aux hopitaux locaux, et, a un deuxieme niveau , la fou rnit ure 
de services t e rt i aires special i ses a 1 'echelon regional, provi ncial 
et nat i onal. Le devel oppement des deux premiers echel ons peut 
re.presenter une cont r i bution enorme a I ' a meliorati on de la sante 
dans J es pays en developpement et devrait etre  sout enu et encourage 
par l es gouvernements nationaux et l es organisations in t ernati onales. 
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ECONOMICS AND HEALTH: DEVELOPED COUNTRIES 

A .  Griffiths 

Int roduction and Basic Propositions 

Many doct ors and other health service staff e.ncounter economic s 
in the course of investigations into the cost s of various things, 
and it is perhaps understandable that they equate economics with 
costing, which is rather like equating medicine with laboratory tes ts . 
A rather more accurate definition might be that economics is the study 
of production, distribution, exchange, and consumption as processes 
in the u se of scarce resources for l imitles s (and therefore competing) 
ends contributing to human welfare . One of the fundamental object­
ives of such study is to maximize the improvement s  in welfare from 
the scarce resources used. 

However, economists have traditionally worked in those sect ors 
governed by the laws of the market, and in crucial areas of the 
health sector t hese rules do not apply, particularly in developed 
count ries. Unlike other sectors, where suppl y and demand are 
relatively independent forces mediated by pri ce, demand for hea l t h  
services i s  largely determined by health service producers simultan­
eously acting as professional agents deciding the patient ' s  require­
ments on his behalf, since he is not equipped to so for himself. 
Secondl y, in all  developed countries, a very high proportion of the 
cost of such decisions to use health services i s  covered by heal th 
service and heal th  insurance systems,  and the patient i s  faced with 
low or zero prices at the point of use .  Thirdly, most health 
services are non-profit-making. Fourthly, their final output is 
complex and hard to measure. 

Economists lnve therefore only begun t o  work systematically in 
the health sector in t he l ast two decades ,  with an upsurge in 
interest provoked by the rapid escalation in health care costs over 
the last five to ten years .  Though a wide ran ge of issues have 
been tackled, analysis of the basic appropri ateness  of our health 
services to our hea l th problems is remarkably rare, partly because 
economis t s  have fel t incompetent to examine the question, and partly 
because they have taken it for granted that the health profes sions, 
in the absence of the usua l market mechanisms, are providing the 
services we most need and know how hest to produce them. 

This paper challenges these fundamental assumption s and presen t s  
three ba sic proposition s .  
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l .  Heal th is  d etenn ined much more by  fac t ors rel a t ed to soc io­
econom ic development, notably nu t r i t ion , hyg i ene, hous i ng and 
behaviour, than by the  i n t erven t ion of modern medicine, and 
we are un l ikely to improve our health as long as our hea l th 
serv i c e  pol i c i es con tinue to contradict  or ignore thi s . I n  
short, i t  i s  proposed that our health serv i c es are t o  a 
c onsi d erab l e  extent misdirect ed. 

2. A l arge proport i on of w i dely  used medical proc edures are of 
unproven effectiveness, and of those tha t  are proven, many are 
not the most cost-effective, i . e. cheaper procedures and 
strat eg i es wou l d  be equal ly or more effect ive. 

3. The l evels and mixes of hea l th serv ice inputs used to produc e 
parti cular h eal th services vary w i d ely and are often n either 
technica l l y  justif iab l e  nor cost -effici ent, i . e. , other l evels 
and m ix es of inputs woul d  produce the same quanti ty and 
qual i ty of serv ice outpu ts more cheaply. 

Misdir ection of Hea l th S ervi c es 

The propos ition that h eal th services in d evel oped countries 
are substanti a l l y  m isd irected is imposs i b l e  to demonst rate 
ind i vidually, f or each of the 60 or more developed coun t r i es,  w i th-
in the time and space ava i labl e here. I have therefore chosen  
Br i tain whi ch I know best, as an exampl e. It  has the  advantage 
that i t  l ed the i ndustr i a l  revol u t ion, typify ing the k i nd of soc io­
econom i c  changes that produced the developed c oun tri es as we know 
them. It entered the main phas e of indus t r i a l  development w i th 
the  int rodu c t i on of the st eam eng i n e  in 1 830. F ortunat e ly it also 
i nt roduced b irth and d eath registration from 1 838, whi ch produced 
reasonab ly rel i able data from 1 841 onward. I t  is extremely 
instruct ive to examine the century-and-a-hal f of experi ence s i nc e  
then. 

In 1 841 , the standard ized mortali ty rate per 1 000 for England 
and Wal es (standard i zed to 1 901 populat ion)  was around 23 for ma l es 
and 2 1  for females and had been fa l l i ng since  1 7 00. Ind eed , the 
populat i on t r ipled between 1 700 and 1841 . After 184 1  the morta l i ty 
rate f e l l  agai n  from the 1 860s t o  1 901, and then f el l  s t eep l y  i n  
the first two decades of the twent i eth century . Th i s  fal l s l owed 
down considerably in the depression of the late 1 920s and 1930s ,  
ac ce l erated downwards agai n  i n  the post-war years, and f l a t t en ed 
off appreciab ly from th e 1 960s onwards r o under 7 for ma l es and 
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under 5 for females in the early 19 7 0s. Overall ,  35% of the 
fall occurred from 184 1 to 190 1 ,  and 6 5% from 1 901 to 1 97 1 .  

Declining death rates for infectious diseases caused nine­
tenths of this reduction in mortality for the half century up to 
1901, and almost three-quarters of the decline from 1901 to 1 9 7 1. 
Specifically , of the decl ine in mortality for the whole period , 
two-fifths was from airborne diseases (notably respirat ory 
tuberculosis, bronchitis, pneumonia, influenza, scarlet fever , 
diphtheria, whooping cough , and measles) ; a fifth was from wa ter­
borne diseases,  (cholera, diarrhoea and dysentery, typhoid and 
and typhus, and non-respiratory tuberculosis) ; and rather more 
than a tenth was from other ill-defined infectious diseases 
(notably febrile convulsions accompanying infectious diseases in 
children, but a lso syphilis, appendicitis ,  peritonitis , and 
puerperal fever). These three groups therefore accounted for 
just under three-quarters of the reduction in the death rate. The 
remaining quarter or so came from a wide range of causes other 
than microorganisms (notably low birth weight, infan t diseases, 
and diseases of the digestive system) . 

Why did t hese reductions in infectious disease mortal ity 
occur from the time of the agricultural and indu strial revolutions ? 
Indeed, the existence of growing concentra t ions of peopl e in urban 
areas would sugges t  rather that they should have increased. The 
main features in the epidemiology of infectious diseases are 
relative ly few : virulence of the disease, method of transmis sion , 
transmissibil ity , host exposure , immunity , nutrition , and our 
ability to modify any of these features. Let us briefly examine 
each in turn as a potential explanation of the observed reduc t i on 
in mortality. 

It is possible that some infectious organisms have become less 
virulent over the past one-and-a-half centuries ,  e. g .  the bac ter­
ium responsible for scarlet fever. However , there is no evidence 
whatsoever that such a change has occurred across the whole range 
of infectious diseases, nor that the populat i ons of developed 
countries have acquired corresponding natural immunity. Indeed, 
the requisite immunity leve ls would have demanded very high death 
rates ,  resu lting in the natural selection of the most res i stant 
individuals and the transmission of their immunity to their 
descendants. We have already seen that death rates had in fact 
fallen significantly since 1 7 00. 
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Likewise, no general decline can be demonstrated in the na tural 
transmissibility of the diseases concerned, but there were b ig im­
provements in t he safety  of the water supply and later of foods, 
notably milk  and dairy products, which significan tly reduced the 
available channels of transmission. The same is also true of im­
proved sewage disposal, personal hygiene, working condit ions, and 
housing st andards, with more amenit ies and less overcrowding. These 
development s  also reduced the opportunities for vector-borne diseases, 
but their incidence was already relatively low by the turn of the 
century. 

What then has been the contribution of medical interventions ? 
A large part of the modern armamentarium of the health services in 
immunization and vaccination, drug therapy, and many areas of surgery 
has been developed only since 1935. The financial and organization­
al systems to deliver them to the whole population are even more 
recent,  the country's National Heal th Service did not start  until 
1948. Death rates were already declin i ng rapidly well before this. 
For airborne diseases, the standard mortality rate fell by 6. 6/1 000 
from 1850 to 1971, account ing for 40% of the t otal reduction for 
all diseases, but only a quarter of this fall occurred after t he 
introduction of specific measures, i. e. , only 1 0% of the reduct ion 
for all diseases, and even then not all of this fall was due to 
medical measures. 

While this analysis places the contribution of modern medicine 
to the reduction of death rates in the long-term perspective of 
devel oped country experience, it may be rather too harsh. For 
example, if the 25-year trend before the introduction of strepto­
mycin in 1948 had continued, we would st ill have reached the present 
low death rate from respiratory tuberculosis by the mid 1960s or 
earl y 1970s. However, streptomycin considerably accelerated the 
rate of decl ine, and the actual deaths from tuberculosis for 
1948-1971  were only hal f what might otherwise have been expected. 
The same may be argued for the use of antibiotics and other modern 
drugs and vaccines in treating other a i rborne diseases, like 
bronchit is and pneumon i a, measles, and ear, nose, and throat 
infections. 

The effects of vaccination and immunization are equall y open 
to various in terpretations, even when they are of proven t echnical 
efficacity. Whooping cough and measles immunizat ion are good 
examples. Whooping cough not ifications have fallen steeply and 
almost continuously since 1950, a few years before the introduction 
of general immunization. Likewise, measles notificat ions fell 
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sharply from 1950 to 1956, rose briefly until 1960, then fell sharp­
ly and continuously, but national irrrrnunization was not started until 
1968 and covered only a quarter of children by 1972. The Nether­
lands achieved the lowest death rates for respiratory tuberculosis 
in Europe in 1969, without ever having a national BCG programme. 
In contrast, poliomyelitis irrrrnunization, introduced in 1956, 
virtually wiped out the disease in under a decade. I t  is often 
difficult to determine how far intervention simply rides along wit h 
established downward trends and how far i t  maintains and accentuates 
them when t hey would otherwise peter out. Accepting the latter, 
more generous interpretation, modern medical developments have 
certainly made important contributions to reducing morbidity and 
mortality, but t heir role is c learly minor relative to that of 
other socioeconomic development s. 

In our search for an explanation for the bulk of the reduction 
in infectious disease deaths, we are left with t he remaining factor: 
improved nutrition leading to an increased resistance to disease. 
Agricultural production in England and Wales increased from the 
early eighteenth century and continued to do so, supplemented by 
the resources of an enormous empire, in the nineteenth century. 
These favourable nutritional conditions were considerably enhanced 
by the significant decline in t he birth rate during the twentieth 
century. 

The involvement of inadequate nutrition in lowering resistance 
to disease is massively supported by contemporary evidence in 
developing countries, where nutritional condi tions often resemble 
t hose of pre-industrial England, and the World Healt h  Organization 
has estimated that from a half to t hree-quarters of all deaths in 
infants and young children are due to a combination of ma lnutri tion 
and infect ion. 

It is clear from this brief historical review of one country's 
mortality experience since the beginning of industrialization, that 
improvement in nutrition has been by far t he most import ant fac tor 
in reducing mortality, particularly from infectious diseases, which 
previously c aused the majority of deaths. Secondly, improvements 
in hygiene, housing, and working conditions made a substantial 
contribution to reducing water-, food-, and vect or-borne diseases . 
Thirdly, these improvements were protec t ed and enhanced by a funda­
mental behavioural change, the reduction in the birth rate. 
Finally, preventive and therapeutic personal medical services, 
which arrived comparat ively recently in the development sequence, 
have (with some exceptions) made comparatively little difference t o  
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mortality and life expectancy overall, but have helped maintain or 
accelerate pre-existing trends. 

So much for the past ; wha t of the present and the future ? 
On the basis of the above analysis we should be able to predict our 
health problems from the chief socioeconomic characteristics of our 
developed societies. Crudely, using the most widely available 
single indicator of economic development, gross national product 
(GNP) per capita, the developed countries are the 60 or so count ries 
in t he----;:;-;;-rld whose GNP per capita is U S$ 2000 or more. Roughly a 
quarter of the world's population live in these countries, but 
they enjoy over four-fif ths of its GNP. Indeed, within this group, 
over half of the world's income is concent rated on only 1 3. 5% of 
its population in 28  countries. Evidently, there is more to 
development than a high GNP per capita. In terms of employment 
and production, it is characterized by high proportions of employ­
ment and GNP from secondary and tertiary activities, and low 
proportions from agriculture. Production is generally capital, 
technology- and energy-intensive, industrialized, and highly pro­
ductive. A high proportion of the population is urban. Trans­
port (including private car ownership) , communications, and mass 
media are highly developed. Housing and hygiene standards and 
nutritional in takes are high. Primary and secondary educa tion 
are universal, and tertiary education is highly developed . 
Quantified confirmation for all t hese indicators may be found in 
sources such as t he United Nations Statist i cal  Yearbook. 

Turning to the mortality picture, five main disease groups now 
account for around nine out of ten deaths in developed count ries;  
t wo- thirds to four-fif ths of  these deaths occur after the age of 
65, and only 1-3% occur in infants under one year old. The most 
important  cause of death is diseases of the circulatory syst em, 
notably ischaemic heart disease, cerebrovascular diseases, hyper­
tensive conditions, and diseases of the art eries, which together 
account for half of all dea ths. Neoplasms come next, accounting 
for a fifth to a quarter of all deaths. Accidents, poisonings 
and violence, the third largest cause of death, are of consider­
ably less importance, accounting for as lit tle as 3. 5% of the 
total mortality in the United Kingdom, but around 6-8% elsewhere. 
However, the great majority of the deaths occur in the younger age 
groups and therefore have a disproport iona te impact in terms of 
years of life lost.  Though their relative cont ributions vary 
from one country to anot her, roa d traffic accidents, domest ic 
accidents, and suicides account for a substan tial proportion of 
deaths from this cause. Of the remaining two leadi ng causes of 
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death, respiratory di seases, generally account ing for 5-7% of the 
total mortal i t y, primarily i nvol ve the elderly, with long-term 
degenera t ion of funct ion and resi s t ance unt il they finally succumb 
to pneumon ia, bronchi t is ,  emphysema, and asthma. Thus their 
deaths are in a sense a tribute to our success  in reducing other 
causes of death and prolonging life expectancy. Progress in  drug 
therapy and surgery i s  also evident in connect ion with the f i f th 
mai n  cause of death, diseases of the digest ive sys t em, mortality 
from ulcers, appendici tis, and intestinal obs tructions being low, 
though deaths  from cirrhosis of the l i ver vary from 3. 7 per 1 00 000 
in t he Uni ted Kingdom to 32 per 1 00 000 in France, and in Austria. 

Ironically, nutrit ion is s t ill a maj or fac tor in t he creation 
of health problems in developed countries, but now overnutri t ion 
and h igh alcohol consumpt i on, made poss ible by high product iv i ty 
and income, have become fundament al causes of death, i. e. , from 
circulatory diseases and from cirrhosis of the liver. Our high­
energy, low-phys ical-effort product ion syst ems and highly developed 
transport f acilities make for a generally sedentary life- s tyle, which 
exacerbates t he problem. The urbanized, high-dens i ty, impersonal, 
achievement-oriented social s tructures as sociated wi th industrialized 
development demand continual rapid adjustment s and are of ten anomic 
and highly s tres sful. Indeed, there is even evidence that death 
rates are adversely influenced by sharp peaks and trough s in econo­
mic activity. S tress and aliena t ion are certainly important factors 
in  heart d iseases and deaths, in suicides and high psychiatric 
morbidi ty, and in t he fas t aggress ive driving and excess ive alcohol 
consumpt i on implicated in most road t raf f i c  accidents .  Finally, 
smoking, particularly of cigarettes, contributes considerably to  
deaths and morbidi t y  from circulatory diseases, cancers of  the lung, 
throat ,  and buccal cavi ty, and respiratory diseases. Indeed, the 
13-year increase in life expectancy from 1 850 to 1 9 70, for persons 
over 2 5  years old who are non-smokers i s  almost  halved for t hose 
smoking more than 25 c igaret tes a day. 

Clearly, it  is s t ill factors related t o  our socioeconomic 
development that chiefly affect our health. However, the emphas i s  
has largely shif ted from areas dependen t on social act ion, like 
bas ic provis ion of food and environmental improvements,  to areas of 
personal behaviour concerning nu tri t i on, smok ing, alcohol, social 
alienat i on, and stres s. 

Lit t le of our con s iderable knowledge and resources has been 
devoted t o  changing these basic factor s .  W e  are irrationally 
suspicious of any attempt t o  mod i fy our personal behaviour, even 
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i f  i t  k ills us '. For example, efforts to reduce smoking have been 
l imited to restrictions on advertising and t imid warnings on 
c igarette packets; speed limits, which reduce road traffic acci­
dents, owe more to oil prices than safety considerations; safety­
belts and crash helmets are hotly contested : and drink-dr i ve laws 
have been justif ied more by the threat posed to others than by the 
risk to the dr iver. 

Indeed, our health services are based on a different and un­
supported philosophy: that we can avert the health consequences 
of our behaviour by having more and more sophist icated personal 
medical services that can make us well when we become ill. In our 

non-psychiatric 
by the largely 
In addition ,  

massively expensive hospital services, around half of 
admissions and over half of the bed-days are consumed 
avoidable diseases in the top f ive causes of death. 
psychiatric conditions (including subnormality) can take up to a 
third of all beds and a fifth of hospital spending, as in the United 
Kingdom. 

A variant on Plato' s allegory of the cave is fitting. We are 
like a man who has built a fire to keep h imself warm, but continues 
to feed it until it begins to roast him. Frant ically he seeks 
ingenious devices to measure his discomfort accurately and to cool 
h imself down. But, dazzled by the roaring success of his fire, he 
fails to see that the obvious remedy is to put less wood on it. 

Effectiveness and Cost 

The second proposition offered was that much of what is done 
in the health services is of unproven effect iveness and even what 
is technically efficacious is often not cost-effective. 

Clinical medicine is an art which uses the sciences. It often 
requires quick decisions based on incomplete, uncertain information . 
Fortunately, much of the work in both general practice and the major 
hospital Specialties involves a relatively small number of conditions, 
and doctors quickly acquire the essential art of pattern recognition, 
often to a very refined and reliable level, observing and eliciting 
signs and symptoms and comparing these against their mental repertory 
which characterizes and different iates part icular diseases . However, 
this approach tends to compress and b l ur the normal steps in scient i­
f ic problem and decision analysis, so when pattern recognition fa ils,  
it is all too often replaced by the diagnostic shotgun approach in 
the hope that a large enough battery of tests will suggest some 
diagnostic clue. Indeed, many of the more scientifical ly or iented 
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younger generation use the diagnost i c  shotgun to crea t e  diagnoses 
ra ther than to confirm, reject,  and di fferent iate them . Add to 
this t he prestige and fascinat ion associat ed with sophisticated 
scientific and t echnological t echniques and equipment, and the 
c linica l freedom to use them without having to be concerned with 
their costs, or necessarily with their eventual clinical value, 
and we have the ingredients for the probl ems i l l ustrat ed below. 

Two very basic exampl es will illus t rate  the t endency t o  cling 
to rou t ine procedures, regardl ess of their usefulness. First there 
is t he st i l l  virt ua l l y  universal practice of swabbing the skin with 
alcohol before an injection. It  was nec essary when hygiene was 
poor and the  skin was oft en manifest ly  dirty, but now i t  is lit t l e  
more than a ritual, because i t  requires considerably more than the 
habitual few seconds for alcohol t o  kill skin bact eria. This 
element ary t extbook logic has been support ed by randomized controll­
ed  t rials. A second pract ice, now in  decline, is  t he charting, 
two or more times a day, of the t emperature, pulse, and respiration 
of acut e  hospital patients, regardless of their diagnosis or state  
of r ecovery. The disappearance of this hangover from the days 
when febri l e  diseases fil l ed our hospitals has not at all harmed 
patient car e  - on the contrary, i t  enab l es nurses t o  concentrat e  
their at t en tion selectively where i t  i s  needed. 

The prob l em of unnecessary, ineffective diagnostic procedures 
is both more compl ex and more cos t ly than these two simple examples 
of st ereot yped procedures. For examp l e, pathology test r equests 
in England increased by around 7% a year throughout the 1960s and 
into the mid 1970s, i. e. , they roughly doubled every t en years. 
During the same period, the decennial increase in hospital doctors 
was about 55%, in hospital admissions only  about 2 5%, and in 
ou tpatient consul tations about 20%. Though exact ratios are hard 
to derive, this meant that the request rat e  per doctor grew by a 
t hird or more while the rat e  per patient grew by over half. The 
dec ennial increase for radiography consumption was lower, at around 
50%, with some evidence of an accel erating increase in t he early 
1970s. In Franc e, the consumption of radiology has grown much 
fast er, averaging 1 0% a year, and slighly more in the early 1 970s; 
in fact, i t  has roughly doubled every seven years for the past two 
decades . Much of this growt h is due to increasing capacity, e. g. ,  
pathology laboratory staff i n  England has been growi ng at over 6% 
a year, while cadiology staff and equipment in France have been 
increasing at over 8% annually. Mul tichannel auto-analysers and 
small fast radiography machines have also undoub t edly helped t o  
increase the consumption. 
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However, closer analysis reveals large variations in consump­
tion rat es. One analysis of the 1 4  health regions of England 
showed a variation of l : 1 .7  between t he highest and the lowest 
in the average consumption of radiography units per hospital 
admission, and the variation in consumption per head of popu lation 
was marked ly greater. Similarly, a regional variation of l : 3 
in radiology consumption per head has been shown in France. Large 
variations in consumption rates of both pathology and radiology 
have also been shown between hospitals of the same type, and even 
between clinicians in the same specialty. 

The most that can be shown at the level of specific d iagnoses 
is that some have a high average and others a low one, as might be 
expected. The variation within standardized diagnoses remains very 
marked. An  examination of 1800 c ases in 8 English hospitals, 
covering 1 5  standard diagnoses, showed no internal consistency and 
failed to find any clear explanations for the variations in terms 
of length of stay, age, or complications, e. g. , for 148 simple 
hernias in 6 1 ,ospitals, the average pathology consumption was 1 7  
standard units per case, but the lowest hospit al average was only 
2 uni ts and the highest was 53 units. Likewise for radiology, the 
overall average for hernias was 0. 8 uni ts per case, but the hospital 
averages varied from 0. 1 to 2. 4 units per case. In short, the use 
of the diagnostic services has increased very heavily, but with 
considerable variations and little disc e�nible rationale. 

The kind of growth described above, steadily progressive and 
haphazardly varied, i s  well  d escribed as ' technological creep'. 
Existing capacity is used increasingly b ecause it is there, and 
improving produc tivity expands it further. As pressure on capacity 
grows, small increments are added each year, leading to large 
increases in the long term. As long as such increases do not have 
to be shown to be necessary and effec tive, the technological creep 
easily passes unnoticed in the short term, and is hard to control .  

The same applies to  new technology and procedures: what might 
be called 'technological jumps' . If the equipment is not too cost­
ly, or if eff ective controls are lacking, new technology can spread 
rapidly and widely, propelled not only by those who produce i t, but 
by doctors and others who find prestige in having the latest tech­
nology, and extra income from using it extensively and often need­
lessly. There is an implicit philosophy tha t all that  is possible 
is nec essary, which is neither logical nor feasible with high costs 
and limited resources. 
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A good example of the wide d issemination of innovative diag­
nostic technology is e lectronic foetal monitoring (EFM) , int ro­
duced in the late 1960s and now used to monitor over half of all 
b irths in the USA. A thorough review by the National Center for 
Health Service Research earlier this year found that, electronic 
monitoring of foetal heart rate and foetal scalp b lood sampling, 
' even when used together are imprecise with 44 per cent false 
positives and 19 per cent false negatives. . .  Assuming relative­
ly h igh rates of s ensitivity of 80 per cent and specificity of 
90 per cent, the PV (predictive value = percentage of abnormal 
tests denoting true abnormalities) of a positive or abnormal test 
is only 1 4. 0  per cent. This indicates that an abnormal EFM pattern 
incorrectly predicts outcome 86% of the time. ' It follows that 
EFM considerably increases the risk of inappropriate intervention. 
EFM its elf carries a variety of risks to the foetus f rom haemorrhage 
and infection, and the rate of Caesarian delivery is twice or three 
times higher for women undergoing EFM, than for those monitored by 
auscultation, even in randomized controlled trials . The author 
concludes, 'The evidence for benefit from EFM is contradictory and 
confined to a small decrease in mortality among high r isk patients, 
particularly low b irth weight patients. ' 

The annual financ ial cost of this foetal monitoring for half 
the births in the USA amounts to US$ 80 mi l lion for monitoring and 
US$222 million for consequent Caesarean sections, US$ 50. 5 million 
for neonatal morbidity and mortality and US$ 58. 5 million for 
maternal morbidity and mortality. Th is totals US$4 1 1  million a 
year, compared to an estimated expenditure of US$80 million on all 
public and private child immunization programmes, for a procedure 
whose benef its are little b etter than those of auscultation. 

The same rapid dissemination of new technology may be found 
even when it demands large investments. The most recent example 
of this is computed tomographic (CT) scanning, arguably the greatest 
development in radiology since X-rays were discovered. Each 
scanner costs upwards of £ 300, 000 to install and around £70, 000 a 
year to run and maintain (compare a renal dialysis machine at 
around £ 5000) . Between 1973, when the first commercial brain 
scanner was introduced, and 197 7, the United Kingdom installed 30 
brain and 11 body scanners. Though the structured planning and 
closed budget system of the National Hea lth Service (NHS) largely 
controlled their introduction, only two of the nine body scanners 
installed in NHS hospitals were bought with pub lic funds. All the 
others were paid for by cha r i  tab le and endowment funds: their 
running costs, however, wil l  be covered out of public money . In 
the USA, with much less effective control and an open-ended 
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financing system, over 760 scanners were instal led in the same period, 
including possibly 200 body scanners . If each of these mach i nes did 
2, 000 scans a year at an average charge of US$300, the annual cost 
would be US$ 456 million and could quite easily be 50% more if their 
capacity were intensively used, as would be reasonable with such 
expensive equipment. 

Clearly, CT scanners have enormous diagnostic potential, but 
their hugh cost sharpens the question of how they should be used and 
how many are needed. At what point would the money for an extra 
machine be better spent otherwise ? The enormous potential of the 
machine itself poses a fundamental question . How j ustified is it 
to go on pursuing diagnostic precision at vast cost if it far exceeds 
therapeutic effectiveness 

Screening programmes are yet another major area in which diag­
nostic procedures of unproven benefit have proliferated. Indeed, 
many programmes have started or expanded despite evidence of littl e  
benefit and high costs.  The list of problems and conditions for 
which screening programmes have been introduced or proposed in 
developing countries is long and varied, e. g. , bacteriuria in 
pregnancy, cancers of the breast, cervix, and lung, child develop­
ment, child deafness, diabetes rnellitus, Down's syndrome, glaucoma, 
handicaps in the elderly, hypertension, iron deficiency anaemia, 
rnultiphasic screening, phenylketonuria, pulmonary tuberculosis, 
rhesus haemolytic disease, and sickle trait. 

The ep idemiological , clinical and economic criteria for assess­
ing the desirability of screening programmes are now well established. 
Programmes for several of the conditions mentioned above do not 
satisfy these criteria at all for various reasons: because incidence 
of the disease is low and treatment at the symptomatic stage effec­
tive, e. g., respiratory tuberculosis; because long term compliance 
with therapy is poor, e . g ., hypertension; because the condition as 
clinically defined is not generally associated with functional 
problems or excess morbidity, e. g., sickle trait and iron deficiency 
anaemia; or because treatment is relatively ineffective, e. g., lung 
cancer . Ma ny other programmes can be j ustified only for popula­
tions with high inci<lences of the disease concerned or for carefully 
defined high-risk groups at specific intervals, or in well-defined 
circumstances, e. g. , bacteriuria in pregna ncy, breast and cervical 
cancers. 

These examples demonstrate clearly that much of the prolifera­
tion and increasing consumption of expensive diagnostic technology 
is unjustified, and this sterns from the failure to ask a basic 
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question for each procedure: does it change any decision? If 
not, then it is of no use .  Fortunately , work to identify the 
most effective type and sequenc e of investigations for diagnosing 
particular conditions is now s lowly gaining ground . For example, 
in England, cost-conscious diagnosis of hypertrophy of the 
thyroid has been shown to be equally precise, faster, and 30% 
cheaper than the traditional approach, and, in the USA, cost­
conscious use of urography suggests economies of over 40%, 
representing annual savings of over US$300 million nationally. 

For new diagnostic technology, evaluation is needed at six 
levels, to determine : 1) what the new procedure measures and how 
accurately; 2) the diagnostic value of this information ; 3) the 
extent to which other procedures are replaced or avoided; 4) the 
changes made possible in treatment; 5) the effect of these changes 
on the outcome for the patient ; 6) the frequency of the conditions 
for which the new procedure is useful . Again, we are not asking 
the appropriate questions or, if we are, it is not reflected in our 
decision-making . 

The position is much the same for therapy, and here again a 
few examples wil l serve to illustrate the problem. The average 
stay in non-psychiatric hospitals varies from under nine days in 
the USA to around two weeks in France, and almost three weeks in  
Sweden . This partly reflects international differences in the 
role and case-mix of hospitals .  However, similar differences have 
been shown for specific diagnoses and surgical operations such as 
tonsillectomy, hernia repair, cholesystectomy, dilatation and 
curetage, and so on . An even better-known example is in obstetrics, 
where length of stay policy for normal deliveries with adequate home 
conditions seems to vary from 48 hours to a week or ten days, with 
no apparent difference in outcome. 

Surprisingly little effort has been made to compare costs and 
outcomes in these existing situations, and even less to do so 
through specially designed studies, despite the very high cost of 
a hospital day, most of which is incurred whether the patient uses 
the services available or not. The enormous economic implications 
of variations in length of stay were recently emphasized in a study, 
which showed that if the average hospital stay in France were the 
same as in the USA, it would need only 55% of its beds. 

Similarly, costs are often ignored in choosing between specific 
therapies for given conditions. For example, in many c ases of 
varicose veins, inpatient surgery and outpatient sclerotherapy are 
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equal ly effective, but surgical treat ment has been shown t o  be four 
times as expensive to the health service,  and to the patient in 
terms of lost earnings during conva lescence. 

Effic i ency and Expenditure 

Extensive international data on health expenditure, published 
by the Organization for Economic Cooperation and Development (OECD) 
in 1 9 77, shows that the developed countries spent an average of 
5. 7% of their gross domestic product (GDP) on health services in 
the mid 1 9 70s and that around 80% of this expenditure was publicly 
financed. The range of health expenditure varied f rom 3. 5% of 
GDP in Greece to over 7% in the Netherlands, Sweden, and the USA . 
More limited recent studies indicate that the top end of the range 
is now 8-9%. Health expenditure has increased by over three 
percentage points of the GDP in the richest countries in under 
two decades. 

Analyses of health expenditure and GDP over time in a given 
country show a very high correlation. F or example, for the Uni ted 
Kingdom, f rom 1 949 to 1 9 79, National Health Service expenditure 
increased at an average of £6 per £100 increase in GDP, with a 
correlation of r=0. 9 98. (A similar analysis for the USA for 
1950- 19 7 4  gives r=0. 985 ) .  This strong correlation also holds for 
cross-sectional analysis of different devel oped countries at the 
same point in time (r=0. 9 48, with an increase of al most $ 70 per 
$ 1 , 000 increase in GDP) . The correl ation is r ather weaker for 
percentage of GDP spent on health and GDP, which suggests that 
different countries do have some inf luence over their spending, 
but high or low spending at a given level of GDP is not related 
consistently to any particular kind of system - for example, 
Switzerland, with a similar GDP per capita to Sweden, spends 
significantly less of its GDP onhealth, and the same is true of 
Belgium compared to the Netherlands and France. 

Breakdowns of the expenditure show considerable variati on. 
The average distribution for public expenditure in the countries 
covered by the OECD study was 52%  on hospitals, 23% on medic al 
services, 1 1% on medical supplies, and 1 4% on various other 
services. However, Canada, Iceland, Sweden and the United Kingdom 
spent around two-thirds of the total on hospi t al s, compared with 
well under one-third in the case of Belgium and th e Federal Republic 
of G ermany. Expenditure on medical services varied from 8 .  5% in 
Iceland, and 1 4. 5% in New Zealand to 35. 7% in Belgium. Medical 
supplies vary f rom 4 . 6% of the total in Denmark to 22. 8% in the 
Federal Republic of Germany. Though differences in public 
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coverage and in definitions explain some of t hese va r iat i ons, 
strategies of provision c learly differ enormously, and we have no 
clear idea of their relative efficiency in producing any given 
kind of service, or the ext ent to which the services are comple­
mentary or substitutable. 

The same unpredictible variation occurs for the l evels and 
mixes of resources, such as staff and hospital beds. While staff 
per bed seems to have nearly doubl ed in the  last decade, levels 
and rates of change in diff erent inputs reveal no consist ent 
rationale . Hospital bed provision rates va ry from 5. 1 per 1 000 
population in Spain to 15. 2 per 1 000 in Sweden, whereas doc tor 
provision rates vary from 1. 04 per 1 000 in Portugal to 2. 56  per 
1000 in t he USSR. If some countries have very high densities of 
doctors and medium densities of beds, (e. g. Austria, the Federal 
Republic of Germany, and Italy) o t hers have the reverse; med i um 
doctor and high bed densities, (e. g. Norway and Sweden), whil e the 
United Kingdom has l ow densities for bot h  inputs. There is only 
a slight suggestion of substitution, with high bed and low doctor 
densities in Finland and Japan and low bed and medium doctor 
densities in North America, Belgium and Denmark. 

The answers t o  t hese large variations will not be found by 
macro-level comparisons. What is required, is micro-level 
analyses of the tasks to be done and the relationship between them, 
so that appropriate skills, facilities, and materials can be identi­
fied and provided. Such analyses are impossible without close 
coll aboration between health professionals, managers, and research­
ers, and useless without close collaboration for change bet we en 
these and governments. 

Conclusions 

This paper has presented t hr ee chal lenging propositions. I f  
they are true, it is not because o f  some monstrous derelict ion of 
duty by the heal th professions, but paradoxical ly because of the 
opposite. Clinical medic ine is traditionally concerned wi t h  apply­
ing the bes t  modern knowledge to curing individual pati ent s .  Doing 
t he best possible has implied a minor role for resource and cost 
considerations. The focus on the individual militat es agai nst 
quantitative, statistically based eval uation and t h inking, and the 
emphasis on cure places a premium on progress in order t o  provide a 
successful response to the patient's health probl ems, however 
difficult . 
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The message of the first proposition i s  that a broader l onger­
term view demonstrates the enormous potentia l for members of the 
hea l th professions as active agents in changing behaviour, not 
simpl y  increasingly sophisticated human mechanics reacting to 
disease when it is presented to them. 

The message of the second proposition is that clinical 
epidemiology and economics in no way contradict either the ethos 
of clinical medicine or the clinical freedom to practice. All they 
seek to do is to establish a medically and economically rational 
basis for individual clinical  decisions. 

The message of the third proposition is perhaps the hardest to 
accept and answer, because it requires flexibility to change and 
rechange the way in which services are organized and produced and 
the way in which staff are reimbursed, as well as an open attitude 
to who does what in a sophisticated labour-intensive service . 
Change in capital-intensive industries means replacing obsolescent 
machines. Change in health services means flexibility of roles 
and retraining of people, and, unless this can be achieved in a 
secure, participative, and systematic way, the health services will 
be propelled towards medical and economic rationality by economic 
constraints and outside controls rather than under their own 
responsibility and decisions. 

It is not the purpose here to propose specific solutions, but 
the vehicles for a successful answer to these three propositions are 
already ava i l able. It i s  w i thin our capac i t y  to dev i s e  organiza-
tional and financial systems that encourage prevention as well as 
cure - Heal th Maintenance Organizations, for example, go a long way 
towards this. It is also wel l  within our means to institute more 
obj ective evaluation of what we do, using the techniques of epidemi­
ology and cost-effectiveness analysis. Finally, it is possible to 
analyse how we produce services, using cost-efficiency analysis, 
task and skill evaluation, and modern training techniques. Perhaps 
the key question is whether our vested interests will allow us to do 
so: whether we are sufficientl y  motivated to go any further than we 
have to. 

Resume: 

Les lois du marche ne s'appliquent pas a des domaines cruciaux 
du secteur sanitaire, et on part souvent de l' idee que les profess­
ions de la sante fournissent les services idoines et connaissent 
l es meilleurs moyens de les assurer. Ces hypotheses sont recusees 
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par les trois propos i tions suivantes. ( 1 )  La  sante a e te et reste 
principalement determinee par des f acteurs rel at ifs au developpement 
soc io-economique plutot que par l a  medecine curat ive moderne, et 
pour autant que nos services de soins ignorent ce principe, ils sont 
mal d ir iges. (2) Beaucoup de procedures med icales couramment 
ut ilisees sont d' une e f f icacite qui res te a prouver, et parm i celles 
qui sont eprouvees, bon nombre n 'offrent pas le meilleur rapport 
cout-ef f icacite. ( 3) Les niveaux et eventails de ress ources 
utilisees dans la product ion de s ervices de sante sont l argement 
d iversi f ies et ne sont souvent ni jus t if iables techniquement, n i  
eff icients par rapport a u  cout. 

La premiere propos ition repose sur des donnees historiques : 
les chiffres de mortalite en Angleterre et au Pays de Gall es durant 
la principal e periode de developpement economique, de 1 841 a 1971. 
Ces donnees revelent que la baisse du taux de mortalite due a des 
maladies infect ieuses , notamment transmises par l'air et par 1 'eau, 
represente les neuf dixiemes de ce t te reduct ion de la mortalite pour 
la deux ieme moi t ie du s iecle jusqu'en 1901, et pres des tro is quarts 
de la baisse de 1901 a 1971. Les seules explicat ions satis fais antes 
sont l' augmentat ion de la res is t ance naturelle due a une meilleure 
nutr1t1on, a une eau et une al imentation plus saines et a de 
meilleures condi t ions de logement, d' assainissement et d'hygiene. 

Une analyse s imilaire effectuee pour les pays developpes dans 
les annees 70 indique que les neuf d ixiemes de tous les deces ont 
cinq causes principales : maladies cardiovasculaires - pres de la 
moit1e ;  neoplasmes - un cinqu1eme a un quar t ;  accidents, empoisonne­
ments et violence - 6 a 8%; maladies respiratoires - 5 a 7%; et  
maladies du systeme d iges t if - 3 a 4%. Les principal es causes 
profondes trouvent leur origine dans des prof ils de comportement, 
et des f acteurs associes a un developpemen t socio-economique avance : 
notamment surconsommat ion d' aliments et d'alcool s, tabac, mode de 
vie sedentaire, stress, al ienation mentale, e t  accident s. Une 
faible part ie de nos connaissances et ressources contribue a mod if ier 
ces causes, alors que des fonds toujours plus irnportants sont 
affectes aux services de sant e pour faire face aux mal adies qui en 
d2coulent. 

La second propos i tion repose sur des exempl es de poursu ite 
systemat ique de procedures superflues (par exemple nettoyage d'une 
peau propre avant de faire une piqure) et sur l' escalade annuel le de 
5 a 10% dans l'u t il isat ion des services de  pathologie et de radio­
logie d iagnost iques, sans raison d' etre ev ident e .  Les nouvelles 



GRIFFITHS 69 

technologies se sont egalement repandues rapidement, par exemple 
la surveil lance  elec tronique du foetus est deja utilisee pour la 
moitie des naissances aux E tats-Unis, pour un coGt estime a $41 1 
millions par an, alors que cette technique n' entra1ne qu'une 
legere reduction de la mortalite dans les cas a risque eleve et 
augmente le risque d '  intervention inu tile dans les cas normaux. 
Meme les investissements eleves n'ont pas d ' effet dissuasif, car 
760 scanners tomographiques a ordinateur incorpore (a plus de 

$ 300. 000 chacun) fonc tionnaient aux E tats-Unis dans les quatre 
annees suivant leur apparition en 1 97 3 ,  alors que leur utilisa­
tion adequate et l eur efficacite n' etaient pas encore c lairement 
etablies. Les procedures de depistage de faible efficacite ou 
peu efficaces par rapport au coG t sont egalement courantes. 
Toutefois, des travaux recents font entrevoir des economies 
substantielles par la mise en place de protocoles diagnostiques 
plus rentables, et six questions systematiques sont proposees pour 
!'evaluation des technologies nouvelles. Des pratiques thera­
peutiques pour des diagnostics donnes revelent egalement 
d' importantes variations qui restent inexpl iquees, par exemple 
en duree de sejour hospital ier, et  un manque de conscience des 
couts dans le c hoix de diverses interven tions d' efficacite 
similaire mais de coGts differents. 

Finalement, des differences maj eures en matiere d ' efficience 
son t a la base des varia tions interna tionales considerabl es qui 
existent dans la part du PNB consacree a la sante et dans sa 
repartition ent re les differents services. Nous n'avons pas 
d' image claire des efficiences relatives des differentes strategies 
ni des niveaux et eventai ls varies des ressources tel les que l es 
lits et les personnels des hopitaux. De telles questions ne 
pourront e tre resolues que grace a des analyses pluridisciplinaires 
limitees a des champs bien specifiques de taches a accomplir et de 
competences et d' infrastruc tures necessaires. 

Ces trois propositions appellent les conclusions suivantes 
les professions de la sante devraient s'attacher a jouer un role 
plus ac tif dans la modifica tion du comportement et ne pas se 
contenter de faire fonc tion de techniciens c liniques ; l' epidemi­
ologie et l'economie c liniques peuvent con tribuer a amel iorer la 
prise de decisions cliniques rationnelles clans le domaine medical 
et economique, sans entra1ner leur liberte; et enfin, l es profess­
ions medicales devraient s ' attacher a rechercher, clans un esprit de 
souplesse, des methodes rationnel les, si ell es veulent conserver la 
responsabilite et le controle de leurs propres activi tes .  
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INVITED DISCUSS ION 

The moderator invited the part icipants to respond to the 
persuasive and provocat ive points made by Mr. Griffiths and asked 
the invited discussants for their comments. 

Mach: It is quite difficult to make comment s  
after such a comprehensive review of the s ituat ion as w e  have heard 
this morning, part icularly if one agrees with most,  if not all, of 
the statements. However, such issues deserve repeated emphasis. 
I believe that all of us present in this conference room who are 
allowed to discuss health policy and economics should consider 
ourselves as privileged; after all, there are many mill ions of 
people around t he world working in the health profession who discuss 
inevitably and daily many aspects of so-called health pol icy w ith­
out ever being really heard or asked about their opinions. As for 
the users or consumers of health services, an even small percentage 
has the privilege of expressing opinions about what is happening or 
should be happening in t he field of healt h. 

However, adm i t ting that we are privileged and that we are all 
interested in health policies, we could ask the quest ion 'Why 
should health professionals be interested in economics ? '  After 
all, they have learned a technical discipline, they are properly 
exercising their skills in a respectable f ield. S imilarly, the 
average lay person, as long as he or she does not feel sick, seldom 
troubles to think about health services, the proper or wrong ways 
of delivering health care, or its cost. Where the real i ties of 
l ife compel people to start thinking about health, health services, 
and their cost, the health professional starts worrying if, for 
economic reasons, he or she cannot find a job or loses it, or 
cannot get a research grant or subsidies as he or she used to in 
the pas t .  

The economic environment is changing around us. The t axpayer 
in industriali zed countries is told by the mass media that he works 
about a month or more a year, only in order to pay through h is t axes 
or social security contributions for the health services, which 
might become even more expensive next year. Providers of heal t h  
care i n  developing countries are fully aware of the economic con­
straints that impose severe l im i ts on their act ivities. And t he 
people in many less affluent countries know that, as in most other 
areas of life, there is a scarcity of services, drugs, and help in 
general when they are in need. Awareness of such facts in many 
quarters has led t o  reac tions. 
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Five years ago, against this bac kground, a small group of 
people in WHO and UNICEF started work on a study of alternative 
approaches to meeting specific health needs in devel oping c ountries. 
The starting-point was a l ist of health service failures and 
prob lems such as those al ready mentioned by the speakers. The 
sorts of failure l isted - such as l ittle or no access by the 
majority of a country's  population to any sort of health service, 
inequitable d istribution of services between rural and urban 
popul ations or between difficult strata of their society, and l ack 
of the resources required for Western-type medicine, hospital -based 
and us ing sophisticated equipment - were not being resolved. 

WHO and UNICEF teams started in selected places - from Venezuel a  
to China, from N iger to Tanzania - to search for alternative approach­
es to meeting health care needs. At the same time, hundreds of 
experienced persons, many of whom had spent a l l  their l ives trying 
to develop heal th services in their own countries, were approached 
by letters, questionnaires, or interviews to find out how they saw 
the possibi l ities for improvement. And, by an amazing consensus 
of many persons around the world, the present primary hea lth care 
concept started to emerge and take shape. Obviously, as w ith any 
other pol icy, it has its opponents, its critics , who object to one 
or other of its components - on a technical basis or even for person­
al reasons. However, the majority of countries and finally all 
Member S tates of WHO agreed on the concept and its potential contri­
bution towards the goal of health for a l l. 

Profes sor Abel-Smi th said  that the same f undamental ques t ions 
are being asked both in the more affluent and in the devel op ing 
countries. What is the most cost-effective way of improving 
health ? If reorientation of the health services is needed, how 
can such change be best achieved ? What should  be the priorities 
in such areas as health technology and health manpower fac ilities, 
and how could their financial support be best ensured ? The 
difficulty, of course, is that problems like these are raised very 
often at national and international meetings. We have publ ications -
proceedings of meetings on health economics - which stated some of 
those prob lems 10 to 15 years ago, but their translation into action , 
into visible programmes to provide evidence for the guidance of 
policy-makers, administrators, or even individual health providers, 
has proved more difficult. 

WHO is continuously receiving ' messages' in the form of studi es, 
reports, policy decisions, articles, ind ividual communications, 
proceedings of conferences, and the problem is to find out from 
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this ocean of infonnation what are the real trends and what is the 
best sol ution for any given pop u lation. Here, perhaps, it is 
best to rely on collective wisdom . Some of th ese messages seem 
c l early to indicate that, in indus trialized countries, the level 
of expenditure on health has reached the saturation point and many 
nations are simply unwilling to pay more for their health services 
in their present fonn of organization. L e t  us hope that the 
usual political process mentioned by Dr Lambo wil l  develop the 
proper answers. Essential ly, i t  is the providers of health care, 
the speakers for the pub l ic, to a certain extend th e economists 
and other t echnicians, and u l timate l y  the politicians, who wi l l  
have to  find solutions. There is perhaps more goodwill on all 
sides than th e sometimes heated debates would indicate. 

In most developing countries, the search for ways of g enerat­
ing new resources seems to be the primary concern. In pursuit of 
th e goal of health for all by the year 2000, some general strateg­
ies have already been developed, and these contain economic guide­
lines. However, they are still qui t e  general. It is stated, 
for example, that more resources should be made available for 
heal th, that the untapped resources of the community should be 
mobilized, or that the potential of health insurance schemes 
shoul d  be fully utilized. Obviously further research and definit­
ion are needed in the s e  areas ,  in order to fo rmu l at e  concre t e ,  

visible meas ures that can b e  implement ed by those i n  charge of 
overall health development. Leaders of the heal th sector must 
sometimes ac t ingeniously, like business manag ers, to find th e 
means needed to implement their t echnical plans. 

In the Third S ession, 'Organization and Financing of Heal th 
Services', you will hear more about th e work done so far by differ­
ent countries in this area, very often in conjunction with WHO, 
and the views expressed by this Round Table Conference might pro­
vide us with valuable ideas regarding the direction of further work. 

Cochrane :  Much of what I intended to say has a l  ready 
been said so I will concentra te in some  detail on ways in which 
money can be saved from th e health services in deve l oped countries 
without de triment to patients. Few people realize how much is 
ac tually wast ed at present in most,  if not all, developed countries. 
The firs t exampl e  I want to give is the way doctors are paid. 
From my experiences around the world, I think paying doctors on a 
fee-for-service basis is absolutely disastrous. In the firs t 
place, i t  is very expensive, the amount of paperwork involved 
being enonnous compared with that for salaries paid out of direct 
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taxation. In  addition, it  encourages unneces sary prescribing, 
operations, and interventions of all kinds. For exampl e, in one 
area it was shown that surgeons trained in the United Kingdom who 
migrate to Canada and then come under a fee-for-s ervice s ystem 
carried out seven times as many cholecystectomies as their 
colleagues who remain in the United Kingdom on a salary basis.  
There is  no evidence of any advantage to their patients , but th ere 
is a great monetary advantage to the surgeons. I als o  consider 
fee-for-s ervice bad because it specifically discourages care as 
oppos ed to cure, as care can't be itemized. I think care is as 
important as cure in the work of the medical profes sion. 

Another big area where great s avings can be made is that of 
hospitalization. Randomized controlled trials should be carried 
out to evaluate what goes on in acute general hospitals. The first 
thing is to find out who should go into thos e hospitals. Trials 
can b e, and have been, done to find out who should be treated at 
home, who should be treated as outpatients , and who should be treat­
ed in hos pital. A large number of patients , both medical and 
s urgical, can easily be treated as outpatients. One example is 
coronary diseas e: the results of two good controll ed trials showed 
that for men over 60 it is far safer to be treated at home if you 
have a coronary, and survival is definitely better if s ocial condit­
ions permit. For those who have to go into hospital , controll ed 
trials have shown that mobilization on the third day and discharge 
on the s ixth are actually advantageous for th e patient. But there 
are still consultants in my country who keep their patients in for 
30 days .  When I was a young houseman I was told to keep them in 
for three months - thank God there has been some improvement ! 

A third example of an area in which a big s aving is poss ibl e 
is that of prescribing in primary care in developed countries . I 
have repeatedly said in public that 50% of what is prescribed in 
th e United Kingdom in primary care is absolutely ineffective, and 
no-one has ever contradicted me. I have now begun to b elieve that 
prescribing practices in other developed countries are even wors e. 
Some time ago, I published figures from the United Kingdom showing 
that we were us ing 20 times too much Vitamin Bl2, compared to what 
was needed, for megaloblastic anaemia and after gastric surgery. 
I thought that was bad enough, but I dis covered that the per capita 
consumption of Bl2 is a hundred times greater in France than in the 
United Kingdom (I have every reason to believe that it is even worse 
in some other countries);  that gives an inefficiency ratio of 2 000. 
I would l ike to make a specific plea that figures for per capita 
consumption of common drugs shou l d  be obtained and publishea:

-
r am 
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sure this is a job that WHO or OECD or CIOMS might do and that the 
publ ication of these figures would have a very good effect on 
prescribing in many countries . 

Another area of potential savings is that of the paramedical 
services, which should be evaluated by means of controlled trials. 
I recently chaired a very depressing commission on the treatment of 
backache in the United K ingdom . We collected all the data, and 
for acute backache no evidence was found of care by physiotherapists 
and suchlike having any effect. Indeed, the copper bracelets used 
in one Australian trial seemed very much better than any phys io­
therapy '. 

Similarly, there were some excellent controlled trials in the 
United Kingdom, in which trained social workers were randomized 
against untrained social workers. In no case d id trained social 
workers present any advantage over untrained ones. This does not 
cover the whole area of socia l work, but it does make one rather 
suspicious about the s ituation. 

If we are going to help ourselves and to help developing 
countries, we must evaluate everything in medicine. This wil l  
require an enormous amount of work. A t  present there are really 
only two countries doing this - the USA and the United Kingdom -
and I think it is absolutely scandalous that so l ittle of this 
work is done in the other developed countries. I was recently 
lecturing on controlled trials in Europe, and at the end I was 
taken aside by a professor who said 'Dr Cochrane, I don't think 
you realize: in this country control led trials are done by the 
pharmaceutical industry, and not by gent lemen'. 

I think the economists exaggerate their importance in th is 
sort of work because really most of these trials are going to be 
negative and we don't need cost-effective analyses. The econom­
ists come in very useful when there are two different ways of treat­
ing a disease at two different cost levels, but the main evaluation 
work is the job of the medical profess ion. 

As regards developing countries , I am ashamed that they have 
been so mis l ed by the developed ones. Others have said they should 
concentrate on primary care rather than hospitalization, and prevent­
ion rather than cure. But none of us seems to have the courage to 
try out different policies in different regions of their own country. 
Such trials need not necessarily be randomized, though that would 
be best, but there is no ethical or any other reason why these 
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dif ferent health policies shouldn't b e  tried out in s imilar regions , 
and the cost and the ef fect measured. I am s ure that this is much 
t he quickest way of discovering what is the bes t policy . 

To conclude, a point to which we have all contrib uted, I th ink : 
we mus t f inally face the problem of the val ue we are going to put 
on prolonging human life. This will depend on the age of the 
pat ient, if not the s ex, and also on the gross  nat ional product of 
the country . The idea has been accepted implic itly in most 
countries .  For ins tance, I suffer from a rare disease called 
porphyria - my family does - and we know that if screening was 
introduced for this condition, a few lives would be saved every 
year, but the cost would be something like about one m illion pounds 
per life. I know I'm not worth that, and it is accepted that there 
is a limit, but people are very unwilling to discuss this in con­
crete terms, and until each country decides that there is a limit 
to what can be done for an individual case then there will be very 
little sanity in our health services. 

Park : I would like to concentrate on issues relat-
ing to economic development in developing countries and their 
implications for health sector development. Although only 
Professor Monekos s o's paper deals w ith health problems in develop­
ing countries, much of the content of the other two papers has 
close relevance to the prob lems of health economics in these 
countries . My comments therefore wi 11 not be  restricted to the 
paper by Professor Monekosso. 

We have seen much change and progress in developing countries 
in the past two decades.  In almost all countries per capita 
income has increased, although the rate of increasehas varied 
considerably from one country to another. Much remains to be  
accomplished, however, particularly in the low-income developing 
countries in Africa and South-East Asia. As Professor Abel-Smith 
pointed out in his paper, the achievement of rapid growth in income 
and the national product does not guarantee an adequate degree of 
improvement in fulfilling basic huma n needs for all s egments of 
the population. In recent years government pol icies in most 
developing countries have shown increasing recognition of the fact 
that rapid economic growth is a necessary, but not sufficient 
condition, for improving the incomes and living standards of the 
masses . A more equitab l e  dis tribution of income and opportunities 
has become a prominent objective of economic development policies . 
They have therefore explic itly focused on t he major issues of 
empl oyment, income dis t ribution , housing, health, nutrition, educa­
tion, and rural development. There has been considerable improve-
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ment in all these areas in developing countries in recent decades, 
and the provisi on of health care services is now emerging as one 
of the most pressing problems facing these countries . 

Nutritional deficiency and related problems of ill health are 
probably among the most serious manifestations of poverty. As 
Professor Abel-Smi th said ' poverty creates illness and illness 
creates poverty', thus leading to a vicious circle. Poor health 
attributable to disease and malnutrition is an important limiting 
factor in the economic development of many developing countries; 
a growing number of them are therefore giving health care high 
priority in their development programmes. A general concern for 
the health of the people is of course nothing new; what is new, 
however, is the extent of the awareness that health is on�of the 
important dimensions of national progress and that its improvement 
requires a concerted effort in all areas of development. Health 
programmes therefore should not be isolated efforts but should 
form part of a broad socioeconomic development programme designed 
to improve the general welfare of the people. The health status 
of the population benefits considerably from improvements in hous­
ing , sanitation, education, and nutrition. There is ample evidence 
in the l iterature on economic development that the secular improve­
ment in health standards in advanced industrial countries was primar­
i l y  the  consequence of improvements in social and economic conditions 
rather than improved methods of medical care. By tracing the 
historical development of the United Kingdom Mr Griffiths went to 
considerable pains to prove that this is the case in that country. 

Similar trends and results have been observed in developing 
countries. In the Philippines, f or example, improvements in water 
supply and sanitation are said to have reduced the incidence of 
cholera by about 70%, and the improvement in health standards 1n 
Korea is partly attributab le to a rapid rate of socioeconomic 
development, accompanied by rising food intake and consequent 
mitigation of diseases and illnesses related to dietary deficiencies. 
The substantial investment, i n  water-supply systems, sewage disposal 
facilities, and housing improvements that has accompanied the rapid 
economic growth has had a favourable impact on health status by 
reducing the incidence of water-borne diseases and overcrowded 
living. From this it is clear that the health problems of develop­
ing countries need to be tackled as part of an integrated national 
development programme. 

In most developing countries national development efforts are 
being specifical ly directed at multiple goals . In Korea, the new 
village movement, which was initiated back in 197 1 as a comprehensive 
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rural development programme, was a rrurial instru ment L n  raising 
incomes and improving the standard of living in rural areas . One 
of the major objectives of the movement was to improve sanitat i on 
and elimina te inconveniences in rural I iving. The upgradding o f  
housing, one of the initial projects of the movement,  included the 
replacement of s t raw-thatched roofs by tin or tiled roo fs, the 
improvement of toilet facilities and sewage systems, and the repair 
and modernization of kitchens. The new village movement is also 
expected to contribute signi ficantly to the improvement of heal th 
care in the rural community. A new health care programme is 
being incorporated into the movement by emphasizing low-cost 
primary care. 

We all know that health programmes in developing countries 
are biased towards urban rather than rural areas and t owards the 
curative services which generally meet the requirements of the 
rich rather than t owards preventive medicine which can reach more 
people at lower cos t .  Thus, the problem in developing countries 
is t o  bring health services to rura l dwellers at  a price they can 
af ford. Preliminary results from current rural demons tration 
projects  in select ed countries, including Korea, all indica te 
that this can be done, if the programme is carefully planned and 
implemented. In this respec t, Professor Monekosso 's suggested 
approach of encouraging extensive, village-level, heal th-related 
activi ties and streng thening l ocal health services is, in my 
opinion, most appropriate for solving health problems in develop­
ing countries. 

Laurent : Les excellentes communic ations de ce matin 
susciten t  evidemment de nombreuses ref l ec t i ons. Je me permet t rai 
de n' en developper que quelques-unes parmi celles, peut-etre ,  qui 
sont les plus provoquantes. 

Je crois que tous les professionnel s  de la sante tentent 
depuis longtemps de desenclaver les activi tes de sante , qui sont 
trop souvent isolees des autres ac tivites nationales. Alors , a 
notre tour, je crois qu'il faut evi ter que la toute jeune sc ience 
economique de la sante ne s'enferme elle-meme dans une vision 
sectorielle trap etroite. Si nous rec lamons, a juste titre,  que 
la sante soit int egree a tous les p lans de devel oppemen t - et 
cela vient encore d'etre dit - les depenses de sante doivent ega le­
ment e tre analysees dans l eur contex te economique nat i onal le plus 
large et, dans cet te optique, en tous cas dans J es pay s indus tri a l ­
ises qui traversent ( e t  sans dou te pour longtemps encore) une crise 
economique profonde , les services de sante peuvent e tre tenus, au 
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contraire, pour la bonne affaire de r e t te fin du si�c l P .  
L' augmentation rapide des de penses confirme en tout cas une chose: 
les services de sa nte sont cre ateurs d' Pmp l oi et gene rateurs de 
substa ntiels marches industriels . En d'autres termes , les 
depenses qui peuvent para1 tre i juste titre exorbitantes, 
lorsqu'el les sont considerees dans les limites du simple budget 
de sante, peuvent au contraire ne pl us etre tenues pour telles au 
niveau national. Dans nos e conomies en re cession et dominees 
par le chomage, les achat s  massifs par exemp l e  de scanners 
computerises doivent etre mis en balance avec la valeur des heures 
de travail industriel qui auraient e t e  chomees, et done indemnisees 
aussi, si ces marches hospitaliers n' exist aient pas. Cette 
vision n'est e videmment valable que pour les pays industriels et, 
en particulier, ceux d' entre eux qui sont producteurs et export­
ateurs de technologie. Mais meme dans les pays en devel oppement , 
l a  sant e  - ne l ' oublions pas - est une source d' emploi et done 
consti tue un el ement de progr�s e conomique et social pour ceux , 
en t out  cas, qui en vivent. 

Mais cette approche plus l argement macrome trique des chases 
e t  des depenses, notamment, devrait en t out  cas nous permet tre 
d' eviter clans l es pays industrialises, comme dans les pays en 
developpement cet te fois, de tomber dans l a  tentation de peser 
sur  l ' o f f re de s o i ns , en parta nt du consta t ,  q u i  es t v€ r i f i e  
bien sGr, que c'est cette offre qui indui t pour une large part 
la demande, done la depense. Je crois, en effet ,  que le marche 
de soins repond au mains i une loi economique generale: c' es t  
celle qui <lit que toute cont rac tion d e  l 'offre suscite des 
effets inflationnistes, si une action parallele et coordonnee n'est 
pas exercee en meme temps sur la demande. 11 faut done se garder 
me semble- t-il, de toute action trop systematiquement unilaterale. 

Mais comment peut-on agir sur les deux poles du marche, 
l'offre et la demande ? Peut -etre en retournant i la base meme 
de toute !'architecture contemporaine de nos services de sante, 
i savoir l e  droit i la sante.  Que ce soit dans l ' offre ou clans 
l a  demande, tout est act uellement justifie par l e  sacra-saint 
droit i la sante. Or, je ne connais pas de droit qui n' entraine 
pas corollairemen t des devoirs , et ces devoi rs de sante sont 
curieusemen t passes sous silence OU , en tout cas, deformes. C'est 
au nom du droit i la sante qu'on estime avoir le devoir de soigner, 
i n' importe quel prix , tous les maux , y compris ceux qu' on invente 
OU ceux qui sont crees par ceux- l i  memes q lli ne respectent pas 
l eurs devoirs de sante . Et du cote des clients, le devoir de 
sante sembl e  curieusement se limiter au seul paiement des cotisa­
tions de securi te sociale, qui justifie de ce fait toutes les 
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demandes et toutes les exigences. Mais celles-ci s' adressent a 
la societe, devenue dispensat rice de tous les hienfaits et,  en 
meme t emps , responsable de tous les maux. Ainsi, par un paradoxe 
pour le mains curieux, nous sociali sons de p l us en plus l es risques 
de l a  vie et I es problemes i ndividuels, au fur et a mesure que les 
individus deviennent, soit pa r instruction, soit par education, 
soit par la croissance de l eurs revenus personnels, de mi eux en 
mieux capables pourt ant de prendre soin d' eux-memes . Nous avons 
instaure les protections social es au nom des plus desherites , mais 
ce sont l es mains demunis qui en profitent le plus. Nous avons 
institutionnalise a grands frais tous les problemes sociaux et 
tous l es problemes medicaux et j ustifie ou encourage par l a-meme 
toutes les abdications individuelles. Les exemples foisonnent a 
cet egard, que ce soit dans l ' organisation des soins aux vieill ards, 
des petits enfants, des handicapes e t  j' en passe; bien plus, en 
compartimentant ces institutions, on a fait que chacune d' entre 
elles fonctionne en vase clos et tente de resoudre par elle-meme 
les problemes qu' elle rencontre ou suscite a coup de specialistes 
et techniciens, sans se rendre compte qu'il suffirait peut-etre 
d ' utiliser les experiences d ' autres institutions. S'il y a une 
chose que les pays en developpement doivent se garder d' imiter, 
c' est bien cette tendance a vouloir resoudre par l'institutiona ­
lisation des problemes qui peuvent etre (et qui sont d' ailleurs 
souvent chez eux) eponges spontanement par la communaute, par la 
tradition, par la coutume. A ce sujet, j' abonde cvidemment clans 
le sens de nos orateurs de ce matin, lorsqu'ils font appel a l a  
consc ience meme des individus - lorsque le Professeur Monekosso, 
par exemple, fonde sa premiere ligne d' activi te communauta ire  s ur 
une organisation assumee par les gens et pour eux-memes . 

Une telle organisation, realisable et valable pour les problemes 
a caractere social, y compris ceux rel atifs au mode de vie, aux 
traditions alimentaires, a la production de vivres sains et utiles, 
par example, me parai t cependant beaucoup plus aleatoire en ma tie re 
medicale. Car, dans l es pays en devel oppement ,  meme parmi l es plus 
demunis d ' entre eux, il ne faut pas sous-estimer ! ' impact irrevers­
ible des services de sante existants et l ' importance financiere reelle 
qu' ils y ont deja. Les etudes de financement des services de sante 
sont revelatrices sur ce point. Dans l ' une d' ent re ell es, que l e  
Professeur Monekosso m' a fait l ' honneur de citer, les depenses reel les 
pour l a  sante sont cinq fois pl us elevees que le budget du Ministere 
de la S ante publique du pays considere, et la masse monetaire ainsi 
mobilisee equivaut a plus d ' un tiers des depenses du budget national 
de t n u t e  la nation. C' est enorme et cela pose clairement un cert ain 
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nombre de problemes et de responsabil ites; responsabilites not am­
ment des aides exterieures, qui sont souvent importantes, mais 
nombreuses et multiformes, et qui sont rarement concertees et 
coordonnees, que ce soit clans l' optique d' un calcul cout-eff icac i te 
ou clans celle des objectifs vises ou des strategies proclamees 
publiquement; responsabilites, aussi, des autorites nationales, 
qui, poussees par divers groupes de pression professionnels, tent­
ent a grands f rais de resoudre, comme clans les pays industrialises, 
la sante par la creation de services de sante et de former des 
personnels de soins qualifies et souvent meme trop qual ifies. 

Je ne reviendrai pas sur la demonstration de M. Abel-Smith  
concernant ces cours de formation selon l es qualifactions, ma is 
j 'ajouterai en tout cas qu' il n' y a pas de re lation evidente entre 
la croissance du nombre de personnels de sante clans les services et 
l ' amelioration du niveau de sante des populat i ons. J 'ajouterai 
aussi que quelque soit le choix de la formation qu'un pays dec ide 
de promouvoir, ce personnel sera souvent rendu inoperant clans la 
mesure ou il ne sera pas soutenu par une structure administrative 
et economique competente. C' est sur ce poi nt que les efforts, 
me semble-t-il, doivent etre portes clans les pays en developpement. 
Que ce soit en matiere d' invest issements, de medicaments, de 
personnel , et c . ,  l a  gestion de cet enorme sec teur f i nancier d o j t 
progressivement etre con�ue et geree par un nombre adequat 
d' administrateurs competents. A defaut, nous continuerons de 
constater que les pays en developpement sont des exportateurs de 
mai n-d' oeuvre qualifiee qu' ils forment a grands f rais et dont ils 
ont pourtant tellement besoin. Nous l' avons entendu a plusi eurs 
reprises ce matin, les problemes sont de meme nature clans les pays 
industrialises et clans les pays en developpement, bien qu' i l s  se 
situent a des niveaux de gravite differents. Mai s, clans tous les 
cas, les depenses de sante representent des niveaux difficilement 
tolerables et souvent insoup�onnes, meme par les specialistes.  
Les etudes sur le financement sont la pour l e  montrer, mais qui 
induit l es depenses medicales, si ce n' est l e  personnel ? Dans 
le seul, mais couteux domaine de l' enseignement, il y a lieu, me 
semble-t-il, de faire place a !' imagination et meme, sans doute, 
a des revisions dechi rantes des polit iques actuelles. En donnant 
une priorite quasi absolue a la formation des personnels de soins 
proprement dits, l es problemes de la format ion sur place ou a 
l 'etranger, ou des niveaux de qualification a choisir, me paraissent 
devenir tout a fait secondaires, puisque clans tous les cas la mise 
au travail et l' efficac i te de ces personnel s  de soi ns sont serieuse­
ment handicapees par l es cond i tions de travail qu' ils rencontrent 
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sur le terrain. Des lors, il me parait que si une aide des pays 
industrialises peut d'ori enter a l'egard des pays en developpement , 
ce serait bien celle qui vise a encourager la format ion en commun 
de gest i onnaires et d'economistes de sante. On gagnerait en 
efficac i te immediate, puisque clans t ous les pays industrialises 
comme en developpement, l es budgets et les depenses sont colossaux 
et que le point commun, en tout cas qu'on peut constater entre 
tous les pays, c'est bien le const at de nombreuses carences de 
management, notamment clans la formation de ce personnel qui, je 
le rappelle, induit t outes les autres depenses. 

OPEN DISCUSSION 

Rapoport commented t hat socialist societ ies were particularly well 
suited to achieve t he healt h  goals discussed by the speakers, and 
t ha t  their  health services received high priority, as evidenced by 
t heir steadily increasing resources. He suggest ed t hat the Cuban 
achievement in overcoming the imbalances between rich and poor, and 
between urban and rural communities, deserved more extensive study. 
He also stressed t he importance of leprosy as a health problem in 
developing countries, and suggested t hat health education could 
usefully be combined wi t h  l iteracy c ampaigns, using teachers at all 
levels. It i s  equa lly clear t hat economic fact ors have an import­
ant influence on health service in developing count ries. This was 
demonstrated by t he Peruvian experience, already t en years old, in 
whi c h  government purchases of drugs reduced pri ces by 40% to 80%, 
and free distribution t o  t he population, not ably in t he tuberculosis 
programme, s ignificantly improved health. However, Peru ' s debts 
since 1976 led t he International Monetary Fund to suggest that the  
scheme should be discontinued. A good scheme of free basic medicines 
was t herefore ended, and drug prices have again gone up. In the 
light of such experiences, it seems useful to suggest that inter­
national agencies should take more cognizance of t he goals of WHO. 

Bidwe l l  strongly supported the view t hat  health servi ces had played 
only a very small role in  reducing morbidity and mort ality in bot h 
developed and developing countr i es over the last two decades . 
Since most of these reduc tions stemmed from interventions outside 
t he health sector, t he present preoccupation with health  economics 

seemed to be unwarranted. There should rather be a preoccupation 
with communi ty development ,  bot h  urban and rural . This mea ns an 
int ersectoral approach, incl uding health alongside other aspects, 
such as agricult ure, education , and water supply. Ministries of 
heal t h  advis e people on the import ance of appropriate nutrition 
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and clean water, but do not supply food or bore wells .  The con­
cept of "Health for all by the year 2000" is more a behavioural 
concept t han a target for the eradication of disease and the 
extension of services, and it is by concentrating on the behaviour­
al and communication sciences for health promotion that the best 
value for money will be obt ained. 

Hardie, drawing on his experience of developing countries, and of 
organizing courses for their health service administ rators for 
twenty years, emphasized the importance of simple, convenient 
mechanisms permitting local health service staff to obtain informa­
tion at district and village level,  as a basis for determining 
health and socioeconomic policies. Such mechanisms would enable 
national health profiles and plans, which are often well prepared, 
to be reproduced and applied at local level . One of the recommenda­
tions by the conference might be that WHO and non-governmental 
organizations should emphasize the import ance of these mechanisms 
and help train local s taff to develop them. 

Management training for doctors and non-medical administrators 
is equally fundamental. After over twenty years of training 
doctors, nurses and administ rators in health service administration, 
he reported that it was still common to find deep resentment at the 
dominance of doctors  in health service management , though they often 
have lit t le or no training or interest in this field. (In passing, 
it was noted that there were few professionally trained health 
service administrators or nurses present at the conference, and 
that there are no professional health service administ rators on the 
st aff of WHO . )  The essential points are that : a) real at tention, 
and not merely lip service, should be paid to management training in 
health services, (including training in health economics) ;  b )  
doctors appointed to management posts should b e  appropriately t rain­
ed; c) the contribution of non-medical administ rators in planning 
and managing health services should be recognized, and good people 
at tracted to the field by a proper career st ructure. 

Peretz warned against the danger of overemphasizing statistics on 
morbidity, mortality,  resources, and services to the detriment of 
the real goa l of society in providing health services, that is, 
improving the quality of life. Statistics do not adequately rep­
resent al l the aspects of health service activities, particul arly 
when they concern the all eviation of suffering. Secondl y ,  he 
sugges ted that developing countries could usefully review their 
own internal priorities. There is no doubt that these countries 
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need international aid to  augment their own severely limited 
resources in coping with the extensi ve and serious health problems 
that face them. However, many appear to accord rel atively low 
priority to health, compared to other areas such as armaments, 
hotels , or airlines, and might usefully increase the resources 
allocated to health by reviewing their priorities. 

Sahni returned to the point made in the main papers that increased 
expenditure on health services in the developed countries, some of 
which are now spending almost 10% of their GNP on health services, 
had not resulted in commensurate improvements in the health status 
of their populations. He noted that developing countries varied 
considerably in the proportion of their GNP devoted to health 
services, (e. g. , India spent 2% on health services, whereas some 
of its neighbours spent 4-5% . )  Clearly, developing countries find 
it difficult to decide on an appropriate level of expenditure, and 
he suggested that the conference might usefully address itsel f  to 
this question. 

van Langendonck agreed that many doctors saw their role as provid­
ing the best possible service without regard to cost, and that 
their medical education might encourage this attitude. However, 
in practice, doctors deciding how to deal with a particular case 
clearly weigh the monetary costs, and the disturbance to the patient, 
against the probable outcomes of the procedures being cons idered. 
For example, doctors normally diagnose and treat cases of flu on 
the basis of certain signs and symptoms and rarely consider it 
worthwhi l e  to hospi tal ize the patient for a ful l battery of tests 
in order to make a definitive diagnosis. Secondly, Professor van 
Langendonck agreed that health care is not a very efficient way to 
promote health and, indeed, sometimes has the opposite effect. 
However, while there are very good reasons to cut public expendi­
ture on health if it is not efficient, the same arguments do not 
necessarily apply to private expenditure on health. For exemple , 
we do not cut private expenditure on housing or on transportation 
when it is not efficient, and there is no reason to treat private 
health expenditure differentl y. 

Kasonde stressed the key role of the doctor in dea ling with the 
economic problems of the health services in both developed and 
developing countries. The doctor' s position is crucial both in 
deciding how patients will use available services and in shaping 
their expectations of what services should be pub licly provided. 
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Burrell suggested that any analysi s  of the overuse and misuse of 
h i gh-technol ogy health services shoul d  cover t he pressures and 
motives invol ved. In the contex t of the USA, he drew part i cul ar 
attention to the pervasive fea r of potent i a l ly  crippling ma l ­
practice suits, l eading to defensive medicine making extensive 
use of costly high-technology services. 

Marketos emphasized the cost-effectiveness of popula tion- and 
individual-based preventive and screening services. As examples, 
he quoted sc reening programmes to detect bacteruria in pregnancy 
and ac tive programmes to reduce cigaret te smoking and improve 
eating and exercise habits. 

Zweifel agreed with the view that the physician is the key figure 
in the demand f or health care , though most of the literature, at 
least in the USA , has focused on patient demand. He quoted data 
from some well managed Swiss insurance funds, showing that, in 
one year, 1 0% of the doctors showed an average cost increase of 
50% per patient for drugs (sold by the doctors themselves) , while 
8% achieved a similar increase in expenditure per c ase on labora­
tory t ests. O ther areas of service use showed similar increases, 
and it is difficult to believe that such increases arise solely 
from patients ' demands. 

Cumper proposed that it might be more realistic to treat health as 
a bundle of different kinds of commodity of different value to 
different peopl e, in order to express the individual subjective 
aspects of health which appear t o  be neglected in some popu l ation-
based discussions of health status. I ndeed, in some analyses 
emphasizing the productive value of health, the evaluation c r iteria 
adopted might be more appropriate for decidi ng an efficient 
veterinary servi ce for a dairy herd than for deciding the appropri­
ate health servi ces required by a human population. A less simpl­
istic approach would avoid much of the wasted discussions tha t  go 
on in th is  fie ld. 

Logan comment ed that a certain amount of simplication was perhaps 
necessary in order to cope wi th the unprecedented speed and complex­
ity of change in the health sector . However , he supported the 
previous speaker in arguing against over-simpl i cation. In the 
developed countries, where 1 4% of the population are over 6 5  years 
o l d  and consume 50% of the acute general  surg i c a l  services for 
opera tions such as prosta tectomy, herniorrhaphy, hip rep l acement, 
cataract removal, etc. , the main ou tcome wil l  be an improvement in 
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the quality of life . These pat ients will be l ess dependent 
and the use of the services l argely on their behalf must be 
considered t o  be cost-effect ive, even though they are not part 
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of the labour force. Secondly, health services should b e  con­
sidered within their economic context. In particular, it should 
be noted that medical and nursing careers are becoming increasing­
ly at tract ive in a world situation of recession and unemployment .  
I t  is only recen t ly that the authorities concerned have begun to 
introduce control s  over the numbers of medical and paramedical 
st aff being trained. Given the overwhelming importance of staff 
in the heal th services, considerations of this kind are fundament al 
in any discussion of heal th economics and policy. 

Viol aki fully supported the need for adequate eval uation of heal th  
technology, and for cost-consciousness on the part of  the doctor, 
but nevertheless fel t that at tention should continue to be focused 
on the pat ient, whose expectat ions and knowledge of medical 
technology are constantly r ising. 

Bettex attira l 'at tention sur la difference entre l a  sante et la 
malad ie . La sante est du domaine de la prevention, l ' alimentat ion, 
l 'eau potable, la vaccination, et l' education pour la san te. Pour 
la maladie, les problemes sent differents, tels que l a  detect ion 
precoce, et les traitements adequa ts. Pour les pays en voie de 
developpement, dent l es ressources sent  tres l imit ees, il conclua 
que la sant e, et done la prevention, devraient etre prioritaires. 
En passant, il s'etonna que dans le budget d'un des pays en voie 
de developpernent ,  c i te par le professeur Monekosso,  seulement 
0 . 22% e tait affect e  a l' education pour l a  sante, et constata que 
c' etait t res peu si l 'on voul ait former une population a vivre 
d 'une fa�on saine. 
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ALLOCATION OF MANPOWER AND ECONOMIC EFFICIENCY IN MEDICAL CARE 

D. Chernichovsky 

Introduction 

The medical profession is facing an ever-increasing moral 
problem. The technol ogy available for extending human l ife and 
increasing human welfare is advancing rapidl y. At the same time, 
however, the economic and, probably, moral resources needed for 
employing this advanced technology are advancing at a much s lower 
rate. Under these circumstances, socioeconomic and political 
pressures, which may be in disagreement with the medical ethic of 
saving life 'at any price', tend to build up. Consequently, the 
medical profession is increasingly forced to make economic decis­
ions in order to maintain its ethics . 

Manpower issues are the key for gaining economic efficiency 
in the health services. The availability and efficient al l ocation 
of trained personnel are the principal means of expanding these 
services and distributing them equitabl y  in society. Moreover, 
wages and related labour costs have been a maj or fac tor, account­
ing for about 80%, of health care costs, and have contributed most 
to the upsurge in these costs, at least in the devel oped economies 
(2) . This reality implies that an economic approach to health 
care must start with manpower issues as a major means of increas­
ing efficiency in the delivery of medical care. 

Th e obj ective  o f  t h i s  pa per  i s  to outl i n e ,  in b ro ad t erms , a n  
economist's approach t o  manpower problems. The paper comprises 
three sections. The first deal s wi th the general conc ept of the 
efficiency of medical in t ervention. The second discusses i ssues 
concerning the availability and utilization of manpower in the 
short run, with a given stock and mix of manpower. The fina l 
section discusses issues in manpower planning and training, and 
the use of manpower over  the longer run, when the stock as well 
as the skill combination can b e  changed. 

Need, Medical Intervention, and Efficiency 

This section of the paper deals with three interre l ated issues 
the concept of medical care  needs, the economic approach to medical 
intervention, and the efficiency compon ents of such intervention . 
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Health and medical care ' needs' are often stressed as a 
depar ture point for pl anning manpower and other requirements for 
health care . The concept of need may involve, however, applying 
just moral and ethical criteria in defining the health obj ectives 
for a particular popula tion. That is, health needs and object­
ives may be defined independently of economic considerations of 
feasibili ty, under available budgets, prevailing social and 
political institutions, and market prices. Health obj ectives, 
so defined are likely to be unattainable. 

Setting high standards for health and medical care is always 
desirable. It is dangerous, however, to dissociate objectives 
from the means available t o  meet them because this may undermine 
any realistic planning. Moreover, because of limited resources, 
a medical system that stresses far-reaching objectives and st and­
ards may benefit only a small 'privileged ' portion of the popula­
tion. There is always a trade-off between the quality of hea l th 
care given to a particular segment of the population, say, in 
urban centres, and the amount of care given t o  the rest of the 
popula tion. 

In a worl d  where the acquisition and transfer of sophisticat­
ed equipment , embodying the lat es t  potential technology in medical 
diagnosis and trea tmen t , have become trivi a l  ma tters, th e constrai nt 
imposed by the avail ability of appropriate manpower has become more 
apparent than ever before. It is essential, therefore, in deter­
mining the health  needs of a population, to consider in particular 
the availability of the actual and pot ential manpower to meet these 
needs on a broad basis . 

Economic and social efficiency means set tling for what econom­
ists call 'the second bes t ' .  The second best is less than the 
ideal, but is feasible in terms of objectives and distribution. 
It is, therefore, the basis for practical planning, which takes 
into account more than moral considerations and medical ethics. 

Once realist ic health obj ectives have been defined, it is use­
ful to consider economic and social efficiency. The basic social 
and economic dictate is to gain the maximum social benefits from 
any activi ty at the minimum monetary and other costs to society . 
Scarce resources are thereby spared for meeting other human wants 
or for more of the same activity, e. g. , health care. 



CHERNICHOVSKY 97  

In t his context,  the key analytical problem we face in medical 
care is t hat of quantifying the benefits from heal th c are, or , 
alterna tively, measuring good health, which is largely a subjec tive 
concept. Consequent ly, the use of cos t-benefit analysis, compar­
ing the costs and benefits of alternative medical interventions, is 
often extremely complex, and valuations may be arbitrary. Instead, 
we can adopt a cost-effectiveness approach whereby the obj ectives 
of medicine may be identified on normat ive medical and socio­
political, as well as economic, grounds. The economic aim is, 
then, to achieve these objectives, or effectiveness levels at mini­
mum cost , or, putting i t  another way, to maximize achievement s with 
a given budget (1). On this premise, the broad approach to effic­
iency may be outlined as follows 

Designing efficient medical interventions, preventive or cura­
tive, involves three interrelated tasks, i. e. , to identify 

a) a set of treatable symptoms t hat relate to a particular 
objective, say, extending life expectancy; 

b) a set of treatments that may be applied t o  deal with 
any particular symptom; 

c) on the basis of a) and b) and a given set of market 
prices, the most efficient, or l east cost ly, medical 
intervention t o  meet this objective . 

The most efficient medical intervention does not necessaril y  
involve dealing with the disease causing, say, the highest age­
specific mor tality rates, or employing the latest technology for 
coping with particular symptoms. 

For a given intervention, three components of effectiveness 
must be considered : technical -biomedical , behavioural,  and 
economic. The technical efficiency or efficacy of an intervention 
concerns the biomedical nature of the service delivered and i ts 
impact on particular measurable health  outcomes or symptoms. That 
is, to reduce, say, age-specific mortality or morbidity rates, with 
a given budget and the same level of utilization, care of a parti­
cular type might be superior to care of another type , or to nutri­
tional supplements, for example. 

This type of effectiveness lies beyond the scope of economic 
and behavioural analysis; yet ,  it cannot be dissociated from a 



92 CHERNICHOVSKY 

given soc ioeronomic environment because of inr erart ion s or 
synergetic relat i onships wi rh economira lly related phenomena. 
A particul ar t reatment may be effic-ient on b i omedic al g rounds 1 0  

one communi ty and ineffic i ent i n  ano t h e r ,  because the l a t t e r  
community i s  subject t o  economica l ly rela ted sani ta tion and 
malnutrition  problems, offset t ing the effects of the int ervention 
1n that particular community. 

The behavioural or socioeconomic effect iveness of a programme 
concerns the behavioural factors relating to i ts uti liza tion by 
the t arget populat ion. That is, a par t icular programme, imple­
mented wi th identical resources i n  different socioeconomic  environ­
ments, may have a variable i mpact because of d ifferences in u t iliza­
tion pat terns and possible interact ions between programme services 
and socioeconomic and environmental condit i ons. Each medical 
programme has behavioural implications which are l argely determined 
by the manner in wh i ch i t  is handl ed by the medical personnel who 
del iver i t. This is a critical point which must be considered 
when outlining manpower requirements. 

Economic efficiency concerns the internal allocation of 
resources or inputs of a programme, w i thin i ts budgetary and other 
constraints. That is, two project s  delivering identica l t ypes of 
services i n  identical environments may yie l d  d ifferent res u l ts 
because of different management of equal resources. Largely  in 
this contex t, the fo l lowing section dea l s  with some bas i c  principl es 
of manpower allocat i on. 

Labour Alloca tion and Empl oyment in the Short  Run 

The availabili ty of any kind of trained or ski lled ma npower 
is considered fixed in what economists define as the short run. 
That is, before we can train, or ob ta i n  through migra t ion, new 
personnel, we have to deal with a stock of physicians, nurses , and 
other paraprofessionals, whose participation in the labour ma rket 
is usually regul ated by employment and wage polici es. 

In the short run, t his stock of skil l or human capi ta l mus t 
be all ocated in such a way as to reduce the costs of any pa rticular 
treatment. Such an al loca tion is based on the subst i tut ion of  
relat i vely l ess expensive skills, and poss ib l y  eq uipment ,  for more 
expensive skills, i n  tasks where such a subs t i tution is poss ible. 1 

When explicit  market wages (including fringe benefi ts ) do not 
account for the cost of a particul ar type of labour, the cost  of 
t raining can be used as a subst i tu te for evaluating the relative 
prices of var ious skills. 
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Ma ny exampl e s  can be c it ed of phys icians performing duties 
that can be performed by nurses, midwives,  or oth er paraprof es s ion­
als a s  we!  l as soc ial workers, whos e training cos ts and wages are 
l ower than thos e of physicians. I n  many cases, the economic  
subs titution does  not t ake plac e, b ecaus e of  tradit ions and 
cons erva t ive legal res trictions, which have no economic or oth er 
just ification, even considering the risks of such sub s titut ions. 
This is t he case particularly in public medical s ervices where 
individual incentives for subs t i tution are lower than in priva t e  
prac tic e. 

The USA is known as having probably the highe s t  expenditures 
per capita on healt h. Y e t, i ts performance  on infant mortal i ty 
and life expectancy has been relatively poor . The s t a t is tics 
may be inadequa t e  indica tors of effect ivenes s ,  but we cannot 
ignore the fact  that the USA has among the h ighes t ra t ios of 
expensively trained physicians per paraprofes sional and t h is does 
not neces sarily improve medical care, es pec ially when the  equi ty 
of s ervice dis tribution and quali ty is cons idered. 

A related economic issue concerns the patien t ' s  wants. In 
mos t  cas e s  he  prefers, for example, a physician to a nurs e. How­
ever,  i t  must be kept  in mind that in no other area can the consumer, 
who us es the s ervices, be infl uenced by the ' producer ' ,  who del ivers 
the.m, as much as in medicine. 

It has become apparent from the  exper ience  of d eveloping nations 
tha t  local l y  trained s emi-skilled paraprof essional s  can be very 
effective within t heir na tive popul at ions in delivering mod ern med i c in e, 
especially where prevent ive care is concerned. This implies that  not 
only the t echnically qua l i tat ive as pects of medical  care mus t be 
cons idered vis-i-vis the l evel  of ski l l  employed, but als o  the various 
critical aspec t s  of ut i l ization by t he target population. 

The s econd s hort-run issue, concerning th e ef fic ient a llocation 
of labour, involves wage and employment policies that  in many 
ins tances may be control led by physicians. We obs erve, a t  t imes , 
people, for example nurs es, having a few years of training, who are 
either excluded altogether from the l abour force, are employed in 
other occupations,  or work onl y  part-time in t heir medically 
orienta t ed profes sions . We es tima t e  tha t only about one half of 
the trained nurs es of working age in Israel are engaged in nurs ing, 
bec ause  of the working cond i tions, particul arly shi f t  work, and 
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wages that do not compensate for the cost of chil d care, etc. 
In one African country, nurses, who are desperately needed , quit 
their profession because they have to part with their husbands 
and families when assigned to work in remote areas . 

Such phenomena are clearly due to wage and employment 
policies, which must be evaluated on efficiency grounds. The 
question is whether raising wages and improving employment condi­
tions is the most economic option for attracting needed and 
available, but voluntarily unemployed, 'skills' . The other 
options are: a) having more expensive personnel substituting in 
particular tasks for those who are excluded from the labour force; 
b) having less expensive substitutes, but of lower quality; and 
c) training more personnel. Each option involves clear costs, 
which in most cases can be easily assessed and compared with the 
costs of changing employment and wage policies. 

This short-run economic approach to the issues involved in 
the allocation of manpower at given market prices demands manager­
ial leadership and skill on the part of physicians, particularly 
in small settings. In large ones, specialists in economics and 
management should be called upon. This leadership involves 
identifying tasks and medical activities where substitution can 
save resources , allocating some practice time to economi c  considera­
tions, and overcoming various mental and other barriers involved in  
the delegation of  responsibil ities from physicians to other personnel 
with lesser medical training. 

Labour Allocation and Training in the Long Run 

The availability of skilled labour, in what economists define 
as the long run, is a matter of training, whereby the stock of 
particular skills can be changed over time. Another possibility 
for changing the availability of medical skill is through migration ; 
this possibility wil l not be considered here, because international 
migration is less subject to local policy than is training. 

The training of personnel must respond to two needs : the 
first arising from an i_ncreasing demand for medical services, and 
the second arising from changes in technology and/or capital 
investment. 

Investment in training must be guided by considerations of 
efficiency. Assuming that both technology and the availability 
of capital (i. e. , hospital beds, equipment, etc . )  are fixed, 
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training of more personnel with spec ific skills must be assessed 
via-a-vis other options such as, mobilizing trained but unemploy­
ed manpower. The decision to t rain mus t mean that the cost of 
training a given number of people, who w ill eventually rema in in 
the l abour force , is lower than the cost of at tracting already 
tra ined and qualified peopl e  who are out of the l abour force for 
one reason or another. 

Training, however, should always be par t of a realistic 
overall development and manpower strat egy. Such a s trategy may 
also include investment in buil dings and equipment, part l y  to 
subst i tute for manpower, as well as t he adoption of new technolog­
ies which require new skills. 

Population growth and improved standards of living s ignify 
growth and expansion of medical services, even without new 
technologies. Expansion can be regarded - in the absence of any 
technological innovations - as the mul t ipl ication of a given 
system, as opposed t o  expansion through increments in a particular 
input, say, j us t  personnel, without increasing other fact ors ( rooms, 
beds, equipments, etc. ) .  A mul t iplication of a system is called 
for, when it would be more economical than the expansion of that 
system through only particular inputs. Growth by increasing 
manpower is required when a lack of part icul ar skil ls  imposes a 
bot tleneck in a system. This is commonplace, particul arly in 
developing economies, because acquiring new equipment which embodies 
new technology has become relatively easier than acquiring the 
needed manpower. 

However, beyond a certain po int, expansion through personnel 
becomes inefficient because of the diminishing returns (associated 
with crowding, etc. ) from additional labour. Hence, labour costs 
and productivi ty mus t be regularly assessed and monitored, especial­
ly when considering additional investments in a particul ar syst em. 
This monitoring is required because investment is only j ustified 
when the resulting increase in productivity matches or exceeds the 
increase in costs. 

A change in technology is regarded as a change in the nature 
of the system and way it delivers a particular service. Technolog­
ical changes have manpower impl ications, either because new tech­
nologies save manpower or require manpower w ith new skills. The 
availability and training of manpower for use in new technologies 
in medic ine is a major bot t l eneck for adopting such t echnol ogies, 
especi ally in developing count ries . Consequently, although 
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tempting, the introduction of a new technology in the absence of 
th e appropriate skills is an uneconomic proposition . However, it 
is often done because of the ' promise '  associated with new and 
sophisticated equipment. I t  must b e  remembered that, unless 
justified on economic grounds such as increased efficiency or 
training, new equipment and b ig hospitals can become 'wh ite 
elephants' or s erve only a minority group. 

A further difficulty with new technologies is that they are 
often orientated towards solving problems, including manpower 
problems, of devel oped economies. Many technological innovations 
in medicine are based on manpower considerations that do not apply 
to developing economies. Much thought must be given to the advance­
ment of technologies that will substitute for scarce medical skill 
in developing countries. 

Conclus ion 

It is clear that manpower allocation is a critical element i n  
gaining effic iency in medical care. I t  i s  a constant activity 
which, in the long run, should be based on a set of realistic 
obj ectives and on an overall development s trategy and plan, involv­
ing training objectives.  Planning must not be vague. At the 
s ame time, i t  should not b e  a s trait-j acke t .  Medical  obj ectives 
and particularly technol ogies may change unpredictably, and a 
system must be sufficiently flexible and prepared to cope with 
changing circumstances. As far as manpower is concerned, this 
means very broad and general training in schools to provide for 
enough flexibility in practice, should a change be needed. More­
over it implies emphasis on training on the job and in the community. 
This type of training also has other merits : it s aves costs, as 
trainees often substitute for regular personnel, and it probably 
brings about better and more efficient community-oriented medical 
practitioners. 

References 

(1) Klarman, H. E. et al. Cost effectiveness analysis applied to 
the treatment of chronic renal diseases. Med. Care, 6 :  
48-54 ( 1968) . 

(2) Tei Wei Hu, ed. International health costs and expenditures .  
Washington, DC, Department o f  Health, Education, and Welfare 
(publication No. (NIH) 76- 1 067 ) .  



CHERNICHOVSKY 97  

Resume: 

Des progres t echniques enormes mais coGteux ont e re 
realises en medecine, mais ils sent en voie de distanc er  rapide­
ment notre bonne volonte et nos poss i bil i t es de financement.  
L ' ethique medicale qui veut que l a  vie soit sauvee 'a  n ' importe 
quel prix' est de plus en plus remise en question. Le personnel 
est, de loin, le besoin majeur et l a  depense l a  plus importante 
clans l ' expansion des services de sante et doit par consequent 
jouer un role  vital clans l es efforts deployes pour ameliorer 
l ' efficience. 

Les besoins en matiere de sante peuvent se definir independ­
amment des moyens propres a les couvrir, mais des objectifs 
irrealistes peuvent tout simplement concentrer des services sur 
une minorite privilegiee aux depens de la majorite, clans un 
compromis entre qualite et quantite. Le precepte fondamenta l 
socio-economique consiste a se fixer des objectifs propres a 
optimiser les avantages sociaux, et des methodes visant a atteindre 
ces objectifs au moindre coGt. Les problemes analytiques de base 
consistent a ce stade a mesurer la sante et les avantages resultant 
des soins medico-sanitaires, et clans ce cas on fait souvent appel 
a une analyse coGt-efficacite moins difficile qu' une ana lyse coGt­
benefice. Cela implique le choix des sympt&mes traitables par 
rapport a un objectif donne, des traitement appropries, et du 
moyen le moins couteux d' appliquer ces traitements. L'efficacite 
doit etre consideree en fonction de trois composantes technico­
b i om§ dical e ,  economique et compo rtementa l e .  

L' efficience economique de l'affectation du personnel est un 
point crucial clans les services de sante. L es ressources en 
personnel qualifie sent determinees a court terme et l'efficience 
economique ne peut etre realisee que pa r une mei l l eure adaptation 
des competences aux taches, clans une grande mesure en deleguant 
des taches au personnel subordonne tel que le staff paramedic al et 
autre personnel moins couteux. L e  personnel paramedical ayant 
une formation simple es t efficace et acceptable dans les pays en 
developpement, et les taux el eves de medecins et de depenses aux 
Etats-Unis n ' ont pas entraine une amelioration proportionnee de la 
sante. Il est egalement important que les remunerations et 
conditions de travail encouragent la main-d'oeuvre qua l ifiee 
disponible a participer pleinement, par exempl e par des fa cilites 
accordees aux infirmieres mariees . Cette option doit e tre 
comparee a d' autres clans l' affectation du personne l ne c essaire, 
par exemple la substitution d'un personnel plus couteux (ayant 
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re,;u une formation plus poussee) ou moins couteux (mais de 
qualite inferieure) , la formation de rempla�ants pour le personnel 
qui quitte son emploi, ou la substitution de methodes de produc tion 
moins dependantes de la main-d'oeuvre .  

A long terme, on peut former du personne l nouveau, mais il 
s'agit effectivement d ' un investissement cle qui, en tant que tel , 
devrait touj ours faire partie d ' une strategie d'emploi et s ' integrer 
dans le plan general de developpement des autres ressources et 
technologies, et des services. De nombreuses technologies de 
pointe sont orientees vers des problemes de pays developpes et les 
technologies capables de se substituer a des competences medicales ,  
rares dans les pays e n  developpement, necessitent une attention 
part icul iere. 

Tout en etant specifique, la planification doit etre souple 
pour permettre l'integration d'objectifs nouveaux et de techniques 
nouvelles. Cela signifie que la formation doit etre large et 
f lexible afin de s'adapter aux changements, et qu'elle doit etre 
plus etroitement liee a la tache a remplir et a la communaute 
serv1e. 



TECHNOLOGI CAL IMPERATIVES AND ECONOMIC EFFICIENCY IN 
HEALTH CARE 

B. M. Kleczkowski 

Introduct ion 

99 

Modern medicine is often p ictured in the public's mind as a 
stunni ng breakthrough - a result of miraculous interventions of 
men and mach ines (9) . Many impressive developments in l ife-saving 
and l ife-prolonging technologies, often referred to as the 
'technological revolution' i n  medicine, have evidently fostered 
this image. Fascinat ion with modern medical technology has led 
to increas i ng pressures by var ious social groups, including the 
medical professions and health policy-makers , for new developments 
and the w idespread diffusion of more and more sophisticated 
technologies. These pressures reflect a continuing ellegiance to 
technological imperatives, even in cost-conscious environments. 

I n  recent years, however , 'technology's reign as the primary, 
shaper of medical progress' ( 17)  has been s trongly challenged. 
A review of the l iterature now reveals a far greater concern w i th 
the adversities of modern medical technology than with  the benefi ts. 
The root of this shift in att itude is, not surprisingly, the 
recognition that the diffusion of sophisticated technology through­
out health care systems, and particularly in hospitals , constitutes 
the primary reason for rapidly r is ing medical care cos ts. As more 
and more nat ional resources are committed to financing health care, 
there is more and more questioning of technology ' s  impact,  not 
only in terms of the drain on f inancial resources but also in terms 
of i ts outcome on the nations' health status and the possible risks 
to pat ients and s oc iet ies. 

Thus, although originally considered as an unequivocal blessing, 
the ' technological revolution' in medicine has now become a contro­
versial issue. The arguments voiced by different observers regard­
ing this issue indicate the divers ity of perspectives on the 
'technology problem'. The major perspect ives are not inherently 
incompat ible but they do reflect a tension that pervades the debate 
over the possible effects of an increasing economic discipline on 
the further development and use of modern medical technology. 
Supporters of technological imperati ves argue that the increasing 
pre.ssure of cost containment policies will retard the development  
of  new medical technologies . Proponents of  a s tronger economic 
discipline generally believe that present health care systems foster 
excessive use of sophisticated medical technologies. Therefore, 
they argue for increased economic disc ipline in the hope that 
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reasonable cos t containmen t policies will direct the allocation of 
health resources more efficiently, producing more cos t-effective 
technologies and reducing the waste which they perceive to be 
as sociated with most  of the current medical technologies ( 19) . 

The purpose of this paper is es sentially t wofold: firs tly to 
provide a context within which the main is sues arising from the 
present interference of technological imperatives with economic 
efficiency can be discus s ed and set tled; and, s econdly , to s ugges t 
s ome perspectives for assessing the desirability of alterations in 
the s tatus quo. 

The 'Technology Problem' 

Some authors sugges t that the ' technology problem ' is simply 
a reflection of the fundamental dilemma of many contemporary health 
care systems: how to provide accessible quality care to all in 
need and at the s ame time res train inflation in the cos t  of provid­
ing care ( 1 9 ) . Some other observers argue that there is no such 
t hing as the technology problem. In fact, there is a long and 
multifaceted set of complex problems wi th competing and conflicting 
perspectives , priorities, and par ties of interes t ( 8) . The many 
facets  include concern les t new equipment and procedures move into 
health care s ys tems before they have actually  been proved usefu l 
or their risks have become known; that technologies that are 
useful are maldi s t ributed and used for inappropriate indications ; 
that s ocieties cannot afford extraordinary t echnologies for a few 
individuals in lieu of technologies for many; that the impact of 
technology on the cos t  of health care is not adequately unders tood 
and considered; that the incentives for adopting and using new 
technologies are inappropriate;  and that , in general, no organized 
effort s  exi s t  for the development of useful information with which 
to make reasonable decisions on the choice and use of modern health 
technology. To make the point clear, it mus t be emphasized that 
the pres ent worldwide discus sions on the above-lis ted is sues do 
not attempt t o  diminish the importance of technological advances 
in medicine. However, they do explicitly ques tion the current 
logic and practicality of the application of modern technology 
throughout health care sys tems . 

One of the firs t  and mos t s triking critiques of the wides pread 
dis tribution and uncritical us e of s ome medical technologi es was 
offered by Cochrane almos t a decade ago ( 5) . Since then, many 
doubt s  have been expres sed about the value of specific forms of 
preventive, curative, and res torative interventions, and abou t the 
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efficacy of particular tests and trea t ments. What exact evidence 
is there that a particular drug or operation is useful for the  
purposes for which i t  is advocated, ra ther than harmful or  usel ess ? 
How does it compare with measures i t  is designed to replace or even 
with doing nothing ? A series of obj ective studies, based on 
randomized, cont rolled trials and other scientific methods of 
evaluation (18) , have suggested that expendi ture on th e application 
of such celebrated medical technologies as in t ensive care, radio­
therapy ,  and open-heart surgery has in f act reached the point where 
the net gains are small, or nil, or even negative in some cases. 
Owing to lack of evidence of their effect in improving patients' 
chances of survival, some of the approaches used in these inter­
ventions have recently been discouraged. 

An at tempt at 'demystifying' some of the mechanisms leading 
to the maldistribution and inappropriate use of medical technologies 
was initiated in the mid- 1970s by Mahler (1 3 ) , who drew attention to 
the increasing disparity between the tendency to expand health care 
coverage, of ten to universal access, and the restric tive application 
of high technologies to specialized curative services. Experience 
shows that at tempts at widening the base of a health care system, 
without an appropriate red is tribu tion of med ica 1 technology , do not 
necessarily result in the flattening of the hea l th expenditure 
pyramid. 'Its peak is still rising higher, but this time it is 
a peak of expenditure directed towards the few, selected not so 
much by social class or wealth but by medical technology i ts elf . '  
This movement towards the ' upgrading ' of health care interventions 
to higher and higher levels of the medical est a blishment is seen as 
leading not only to an increase in costs wi th few measurable health 
advantages, but also to a downgrading in the social status of health 
workers at the bottom of the professional pyramid and to u ndesirable 
public reactions such as th e recent increase in some countries of 
malpractice l itigation. 

The trend towards ' restricted high technology' evidently leads 
to a disequilibrium in the type and distribution of services provid­
ed , with too much emphasis on acute institutional care and too lit t l e  
on more essential care for large segments of the population. In 
more affluent countries such a disequilibrium is ' compensated' to 
some extent by t he rising cost of health care. However, in countries 
with more limited resources ( and these constitute an absolu te  majority 
in the developing world ), i t  obst ructs the development of priority 
health services, thus possibly contributing to a deterioration in the 
populat ion' s hea lth (l o )  
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Although underst anding of the impact of new medical t echnolog­
ies on the cos t  of care has improved t o  some extent,  there is s till 
no evidence that this has had any widespread effect on health 
decision-making. Even a crude distinction such as that between 
' substitu te' and 'add-on' technologies seems to be of importance in 
medicine (3 ) . Whereas technological moderniza tion in indus t ry 
usually has the effect of reducing manpower and production costs, 
many - if not most - of the new technologies in the health field 
cause an increase in capital and labour costs. In part ,  this 
situation reflects a shift away from technologies t hat were relative­
ly equipment-free, in which costs were incurred primarily in research, 
development and marketing efforts (as, for example, with drugs ) ,  
towards technologies that are equipment-intensive and in which costs 
are also incurred through t he requirement to hospit alize patients. 
A similar distinction is being made between 'half-way' and funda­
mental technological advances. The former may be represented by 
the ' iron lung' , a medical device for managing patients afflic ted 
with poliomyelitis, which only slightly modified this specific 
health problem (increasing chances of survival in some cases) ;  the 
lat ter are well exemplified by the poliomyelitis vaccines which 
enabled the effective epidemiological control of the disease. An 
increasing awareness of the opportunity cos t  of resources d evoted 
to ' hal f-way' health technologies is poignantly illus t rated in some 
recent publications ( 20) . More attention is also being paid to 
the utility of technology. The fact that a new test can be perform­
ed by a labour-saving, automated machine, with a reduction in unit 
cost,  is not a sufficient reason for introducing it and thus increas­
ing the number of tests performed, unless it can also be shown that 
useful treatment (at a reasonable cost ) can be provided for those 
tested and found positive. On this basis, for instance, the wide­
spread application of automated multiphasic screening technology 
has recently b een discou raged. 

The economic environment of current health care systems provides 
some incentives and few discouragements t o  the adoption of the 
latest technol ogy. Beginning with the subsidization of research 
and technology, the government and other third-party payers (. e. g. ,  
health insurance schemes) provide relatively unconstrained condit­
ions for ' buyers' and ' users of health technologies. The situa­
tion descr ibed ab ove is further perpetuated by various pressures 
resulting, for instance, from :  marketing campaigns, supported by 
producers and sellers of modern medical equipment; high public 
expectations c oncerning specia l ized medica l care ;  the  prevailing 
professional image of ' qual i ty' medical care (in terms of ' medical 
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centres of excellence ') ;  and even competit ive aspirations for 
prestige (a medical version of 'keeping up with the Joneses' ) ,  
which often lead t o  overinvestment in costly and misused medical 
care f ac ilities ( 1 0) . 

Increasing Concern for Efficiency 

In many areas of social life, policy and action still cont inue 
to be improvised on the basis of prevailing belief s rather than an 
informed appraisal of issues and alternatives. If this  is true 
for public policy in general, it is certainly true for healt h 
policy in particular. The health f ield has such an aura of life­
saving that realistic thinking about money and resource implica­
t ions is often prohibited. However, the amount of money and 
other resources available for health care is not unlimited, even 
in the most affluent countries. Health services must compete 
heavily with other public demands for their share of  national 
resources. Though initially slow to materialize, the recognition 
of this d ilerrnna is becoming more widespread, to a point at which 
governments are beginning to engage in a systemati c  reexamination 
of the growth, ef fectiveness, and eff iciency of health care 
systems. 

Part of the recent reconsideration of health care developments, 
aiming at a reasonable balance between the quality of care and its 
cost, has involved attempts to improve decision-making relating to 
the choice, distribution, and use of modern medical technologies. 
This implies that the range of f actors influencing the relationship 
between technological progress and its costs must be better known 
to those responsible for health policy and day-to-day medical 
decision-making. Until now, the requisite knowledge has not been 
made widely available, because of ' scient i fic myst i f icat ion' or 
lack of interest among its potential users. However, it is  
becoming more widely recognized that health authorities should 
provide all parties involved, including the medical profession 
and the public at large, with reliable information on the value 
and limitations of various medical technologies, and on the 
rationale for various types of health service, so as to create an 
informed opinion that w ill encourage the realistic formul ation of 
national health programmes ( 14) . 

It is now more and more widely accepted that any new devel op­
ment in health services should be checked in advance against a set 
of rational parameters. F irst of all, the health service has to 
be ef f icacious, i. e. ,  capable of producing a desired effect.  The 
efficacy of a service depends on the technol ogy employed, and its 
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determination is essentially the task of basic research. Research 
has to demonstrate, for instance, whether a new vaccine really does 
prevent a d isease; whether a test increases the probability of 
correct diagnosis; and whether an operation or any other specific 
treat ment prolongs t he life expectancy of a patien t. When taken 
into routine use, a service of proven efficacy does not always 
achieve its full potential impact because of organiza tional, situa­
tional, and similar factors. As a consequence, the effec tiveness 
of a service has to be ascertained. Effectiveness is defined as 
t he rela tion of the actual impac t  to t he potential impact of health 
services in an operating system. If a particular form of health 
intervention secures no improvemen t in mor tality and fails to 
reduce disease, disability, or discomfort, there is lit tle need to 
search for i ts secondary economic effects. However, effective 
services can be prohibitively costly. Hence, t he nex t step should 
consist in determining the efficiency of healt h  services, which 
means the relation between their actual impact and their production 
cost. The demonstra t ion of effectiveness and efficiency is the 
task of evaluat ion, which should constitute an int egral part of 
healt h management. A policy decision on t he combinat ion of heal t h  
services t o  b e  produced, and t heir dist ribu tion according t o  t he 
needs of the population, should ideally not be made until t he 
above methodological steps have been t aken (H. Vuori, unpublished 
observations, 1 9 7 9 ) .  In pra ctice, however, there is room for 
much improvement in this respect. 

In considering t he practical ways in which the efficiency of 
health care can be improved, emphasis is being placed on achieving 
a proper alloca tion of resources ( 'allocative efficiency' )  and on 
increasing the output, or decreasing t he costs of production, of 
health services ( 'operational efficiency' ) .  In a broader sense, 
allocative efficiency relates to a society as a whole, thus provid­
ing a crucial measure of the adequacy of investment in the health 
sector. The relationship between demand and supply varies among 
heal t h  care systems, but whether t he market, the government ,  or 
some other parties perform the dis tributive function, all ocative 
efficiency in health care is approximat ed when its costs and 
benefits are weighed against the sum of the society's wants. 
Whereas overresponsi veness on t he part of the heal t h  services to 
demand would prevent t he achievement of allocative efficiency by 
increasing social expenditure for t heir expansion at the expense 
of other nat ional sectors, underresponsiveness would l ead to 
insufficiencies by depriving the society of needed services ( 2) . 
The narrower meaning of allocat ive efficiency concerns t he bal ance 
of resource distribution within t he health sector i tself. The 
debate over allocative efficiency is thus really a deba te abou t 
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how much of its total resources a nation wants to devote to health 
care rather than to other goods and services, and how to distribute 
the amount available within the health sector itself. 

Technology is not exempt from this debate. Ideally, choices 
should be based on gains to be made from further investment in each 
broad area of the economy (assuming that any cost-benefit analysis 
includes both monetary and non-monetary, both tangible and non­
tangible values) . Within health care, decisions on resource 
allocation should be based on the gains to be expected from 
different kinds of care - the introduction or expansion of one 
technology weighed against the introduction and expansion of 
another. 

Whilst allocative efficiency is mostly oriented towards 
rationalization of objectives and priority-setting for health 
programmes, operational efficiency involves searching for the 
least costly way's to deliver various services and achieve defined 
results, by either increasing the output or decreasing resource 
consumption. It is based on cost-effectiveness analysis and 
appears to be most useful in identifying low-cost substitutions 
for various health technologies. 

No one can argue that the above methodological indications 
are uniformly, widely, and systematically applied at present. 
There are still obvious gaps in concepts, methods, and information. 
However, the fact that it is not yet possible to do what is 
theoretical l y  desirable does not mean that j udgements cannot be 
made about relative priorities on the basis of t he information now 
available, and with the statistical and accounting tools that can 
current l y  be deployed. What is important is that an effort be 
made t o  ensure that the allocat ion of resources in the health 
services is a conscious choice of the ' best value for money' 
possible, even if it has to be based on less t han perfect informa­
tion (1) . An increasing number of comprehensive studies on 
various economic aspects of medical technologies have been perform­
ed in recent years, summarizing current knowledge concerning 
part icular services (for inst ance, mult iphasic health testing, 
(6) , the range of technologies applied in particular medical 
disciplines (for instance, in surgery, ( 4) , or even a set of 
priority programmes within the whole national health care 
system (lZ) . 

Increasing concern for economic efficiency and the pressing 
need for the cont rol of the ' almost unlimited possibility for the 
escalation of medical demand and increased medical expenditure' 
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have recently been ref lected in the increasing preoccupation of 
both scientists and policy-makers with the idea of ration ing 
heal th care. According to Mechanic (15) , the rationing of 
health care is a process of control over both the kind and the 
quantity of health services supplied, varying in different 
countries from 'rationing by fee', through 'implicit rationing', 
to 'explicit rationing'. Since it is now general ly accepted 
that 'rationing by fee' (or a 'free market' approach to health 
services distribution) is inappropriate in rel ation to health 
care, its relative importance is likely to be diminishing. 
However, the appearance of various forms of national health 
schemes l eads to 'implicit rationing'. It is argued that, 
because medical technology has moved too rapidly ahead of the 
amount that can be afforded out of the total financial commitments 
of national budgets, there is a need to control the total growth 
of health services by setting l imits on total expenditure for 
health care. Subsequently, expanded control over health 
resources turns to 'explicit rationing' which is 'not only to set 
l imits on total expenditure for care, but also to devel op 
mechanisms for arriving at more rationa l decisions as to relative 
investments in different areas of care, varying types of facilit­
ies and manpower, new technological initiatives, and the establish­
ment of certain minimal uniform standards'. The end product of 
such 'explicit rationing' is likely to be 'bureaucratic medicine, 
governed by political decisions'. Not surprisingly such a con­
clusion arouses fear and defensive reactions in some medical 
circles. It is being argued that in drifting from what has been 
cal led 'rationing by fee', through 'implicit rationing', to 
'explicit rationing', the individual doctor would tend to pass 
from the phase of being a clinica l 'entrepreneur', through one 
of being an 'expert' in apportioning scarce resources, to end up 
as an 'economizer', control ling the resources made available to 
his patient through a central authority (16) . 

In looking for more favourabl e  perspectives, increasing 
attention has again been drawn to Cochrane's suggestion that the 
problem of scarce hea lth resources could be a l l eviated i n  a process 
which he cal led 'rationing by science' (5) . This was based on 
the observation that, when subjected to scientific evaluation, a 
substantial proportion of medical care appeared to be ineffective 
and hence unnecessary. 'It could be, therefore, hoped that by 
scientific control of inflation in the 'cure' sector, enough 
money wil l be made available to deal with other black spots in the 
national hea l th system, such as population con t rol  or th e economic 
inequity between the 'cure' and 'care' sectors' ( S) . To a large 
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extent the question of 'rationing by science' brings int o  the open 
two essentially conflicting at titudes in medicine. 'On the one 
hand t here are those medical scientists and epidemiologist s who 
want specific proof of efficacy before a medical or surgical 
procedure is introduced; on t he other hand there are the more 
permissive pract ising doctors who have always been reluct an t  to 
admit to their patient that medical science has nothing to offer 
in their case. ' (16) 

The Emerging Concept of Appropriate Technology 

'Appropriate technology' is a concept which now plays an 
increasingly important role in international discussions on 
t echnology and development.  For working purposes, appropriate 
technology has been broadly defined as 'that technology which is 
relevant to  a given techno-socio-economic framework at a given 
point of time; i t  is t hat technology which contributes t he most 
to the social and economic aspect s  of development' (7) The 
concept of 'appropriate technology for health' has been developed 
in parallel by t he World Health Organization and its Member 
States (21) . I t  is based on the assumption t hat, in meeting 
health needs, technology must be geared both t o  t he problems to be 
solved and t o  local conditions, i. e. ,  i t  should be scientifically 
sound, accept ab le to t hose who apply it and to those for whom it  
is  used, and affordable to the nation. Thi s implies that hea lth 
technology should be in keeping with local culture and with the 
kind and quantity of resources available. A critical review of 
the methods, techniques, equipment ,  and drugs used at all levels 
of national healt h  systems must accordingly be carried out w i t h  
the aim of using only those technologies that have proved their 
worth (this applies also to some components of traditional 
medicine) , are really needed, and can be afforded. A lthough it 
has arisen from awareness of the needs of developing countries and 
the unhappy consequences of the uncritical t ransfer of health 
technologies from one country to  another, without paying sufficient 
at tention to the differences in t echnical and socioeconomic condi­
tions, the concept of appropriate technology for hea lth is of much 
broader application. The proposed definition of 'appropri ateness' 
underlines t he relative value of technology: the only 'const ant'  
requirement is  efficacy while practical effectiveness and effici en­
cy will  depend to a large extent on the socioeconomic conditions. 
There is, therefore, no such thing as a preselected list of 
appropriate technologies; choices of technology can only be 
appropria te in a given political, economic, and social context.  
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Regarding technology as a comprehensive not ion - including, 
besides physical too1 s (often ca1led techniques) , non-ma terial 
component s such as technical ' know-how' (knowledge and skills) , 
organi zation of work (procedures) , and management - the concept 
of appropriate technology stresses the fact that the choice of 
technology is not only a matter of conscious policy-making by 
relevant 'actors' but is, to a large extent, structurally deter­
mined by the pattern of production, which will certainly vary 
between open-market and centrally planned systems, or between 
developed and developing countries. For instance, in open­
market systems, decisions over the choice of technology are to 
a large extent made by many separate units at the 'micro' level 
and are based on their own structurally determined, profit-making 
interests, which do not necessarily coincide with the interests 
of the great majority of the population. Contrary to this, in 
centrally planned systems there is a greater ability to mobilize 
and coordinate resources in a conscious manner, combined with a 
more equitable distribution of goods and services. Planned 
systems are therefore more efficient in implementing comprehensive 
development efforts when the technologies are known and relatively 
constant. On the other hand, when it comes to experimentation 
with new technologies, the hierarchical structure of the planning 
system can be less flexible in responding to rapid progress (7 ) . 

The process of technological change may be conceived as a 
sequence of successive stages, i. e. , invention, innovation, diffu­
sion (including transfer) , choice, and implementation. Often a 
technology is 'carried' by different actors through different 
stages of technological change as a whole. For example: 
invention by a research institute, innovation by a manufacturer, 
diffusion by a sel ler, choice by a policy-maker, and implementation 
by a service provider. Therefore the relations between all those 
'social carriers of technology' (7 ) are very important. And, if 
even one link in the process is missing, the change does not take 
place at all. In most cases it is the last link in the chain that 
is missing. The technology is there, but the actual social carrier 
for its implementation is not available. 

For a technology to be chosen and implemented in a specific 
socioeconomic context, some additional conditions must be also 
fulfilled, e. g. , there must be a social carrier with an interest 
in choos ing and implementing the technology; this unit must have 
information about and access to the technology in question; and 
it must have the necessary soci al, economic, and pol i tical power 
to decide upon the acquisi tion and implement ation of the technology 
chosen. The quest ion of power is often cruci al. 
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Prospects 

Upon careful s tudy, one cannot resist the impres sion that the 
current controversy between 'technological imperatives ' and 
'economic efficiency ' arises more from the lack of communication 
between the main professional groups concerned rather than from 
any inherent conflict in these two approaches. The medical 
profession has been trained to pursue the 'technological impera­
tive' , to use any intervention pos sible, regardles s  of cost, if 
there is any possibility of medical gain . This 'technological 
imperative' ,  when carried to its extreme, entails fantastic 
expense and can have a counterproductive outcome. Moreover, the 
proces s  of technological innovation and its concomitant contro­
versies have traditionally been an internal matter for profes sion­
al organizations.  This background, together with the long­
cultivated moral canons of the medical profession, appears to be 
insufficient in times when the technical and economic implications 
of medical decisions go far beyond the simple doctor-patient 
relationship. Although based on good intentions, such attitudes 
have evidently led to the increasing dependence of medicine on high 
technology and a preoccupation with curative services. By demand­
ing the highest level of inputs and disregarding the wider socio­
economic context in which the health services develop and operate, 
this approach has led to many suboptimal developments in health 
care and contributed to its rising cost ( 1 1 ) . 

The growth in the size and complexity of health services has 
now become a serious economic problem, even in relatively affluent 
societies. The magnitude of health care expend i ture and the 
importance of health in contemporary societies more than j u stify 
careful examination of the ways in which resources are allocated, 
organized, and u sed. On the whole , the widespread scrutiny of 
this area by economists has been necessary and salubrious. How­
ever, it is rightly argued that cost containment and the pur suit 
of economic efficiency that has inspired it have tended to become 
ideologies in themselves. I n  extreme instances , they are 
uncritically accepted as self-justifying rules for a wide variety 
of policies and actions in health care, often with inadequate 
attention to their technological implications. 

In view of the above facts and their undesirabl e  impli cat i ons 
for health care development, every effort to avoid the further 
polarization of the two approaches seems justified. Some prospec t s  
in this respect can be marked for further discussion . First of 
all ,  there is an evident need to develop  a pos i tive di alogue between 
all the profes sional groups and ' social carriers of technology ' 
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concerned. To do this, more systematized terhniral information 
on factors and rul es guidi ng technol ogical progress in the heal th  
care field wil l  be  urgently required. In this respect ,  the 
identification of a unifying doctrine seems highl y  desirabl e. 
Potential 'crystallization points' for such a doctrine are l ikely 
to be found in an e laborated concept of 'appropriate technol ogy 
for health'. On the pragmatic side of the problem, the concept 
of a reasonabl e  rationing, supported by the increasing role of 
'rationing by science', is likely to l ead to rational solutions. 
If such a framework is accepted, more systematic and comprehensive 
research on medical technology should be developed in order to 
provide a more rational basis for decision-making in this sensitive 
field. In both the development of relevant technical information 
and the stimul ation of relevant research, the role of professional 
organizations concerned cannot be overestimated. 
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Resume: 

L '  image de la medecine moderne en t ant que success ion de 
decouvertes e tourdissant es a accru les pressions pour 1 ' adoption 
et de la diffusion de nouvel les technol ogies sans preoccupa tion 
des couts. Recemment, cet imperatif technologique a ete forte­
ment conteste : ses adversaires pretendent que ses avan tages ne 
sont pas proportionnes a l'escalade des couts et  qu 'une plus 
grande discipline economique contribue a une reduction du 
gaspillage et a une amelioration du rapport cout-ef ficacite. 
Les partisans de la technologie affirment qu' une discipline trap 
vigoureuse est propre a ralentir le progres. 

Cert ains auteurs font du probleme technologique un dilemme 
entre quantite et qualite, etant donne les ressources limitees. 
D 'autres le considerent comme un ensemble complexe d 'options 
technologiques concurrentes, dans lequel des procedures de 
decisions inadequates ant ent raine l'application generalisee d 'une 
technologie couteuse sans evaluation adequate, et des stimulants 
impropres ant abouti a une mauvaise dist ribution et au gaspil lage. 
De nombreuses evaluations ant demontre les avantages faibles ou 
merne negatifs de technologies meme largement reconnues, telles 
que soins intensifs e t  radiotherapie. L 'expansion d 'une techno­
logie sophistiquee et specialisee concentre a la f ois plus de 
ressources sur mains de gens et elargit le fosse entre le sommet 
et la base de la pyramide des services. Alors que clans l' indust rie, 
les technologies nouvelles se substituent generalement aux anciennes 
et reduisent les couts de main-d'oeuvre et de production, clans l e  
secteur de la sante, elles viennent generalement ' en supplement '  et 
augmentent plutot qu' elles diminuent les couts. Cepend ant, 
l' augmentation des couts a concentre de plus en plus ] 'attent ion 
sur l 'utilite de la technologie, comme les au to-analyseurs a 

plusieurs canaux, et sur des innovation structurelles, telles que 
les programmes d'examen a phases multiples. Neanmoins, l e  finance­
ment des services de sante et de recherche medicale par les E tats 
et autres tiers payants a tendance a eloigner les acheteurs et 
utilisateurs de services des considerations financieres . En meme 
temps, les pressions exercees par les producteurs, les souhaits du 
public e t  des professions medicales aboutissent a un surinvestisse­
ment et a une utilisation erronee des nouvelles technologies 
couteuses. 

Le souci d ' efficience et d 'efficacite a souligne le b esoin de 
fournir des informations suffisantes sur la valeur e t  les limites 
de diverses technologies, dans l e  bu t de formu ler des pol itiques 
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plus rationne 11 es. Cette approche nee ess i te des recherches 
visant a detenniner l' efficacite technique des technologies 
nouvelles, et une evaluation de leur efficacite et efficience 
pratiques au sein du systeme de prestations de soins medico­
sanitaires. L'efficience necessite l' eff icience ' allocative' 
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au stade de la repartition des ressources au sein du secteur de 
la sante et entre celu i-ci et les autres secteurs, ainsi que 
l'efficience operationnelle pour assurer une product ivite 
maximale. Bien que cette demarche ne soit pas encore systemat­
iquernent suivie, elle est actuellement l argement exploitee et 
utilisee. Etant donne que les possibilites et exigences 
techniques se sont developpees a des niveaux quasiment illimites, 
le marche j oue un role de mains en ma ins important et les 
mecanismes implicites du rationnement sont devenus explicites. 
On a pretendu que ceux-ci sont susceptibles d' aboutir a une 
medecine bureaucratique - regie par des decisions politiques -
clans laquelle les medecins, devenus entrepreneurs cliniques, 
f iniraient par n' etre que des faiseurs d' economies, controlant 
l'utilisation par les patients de ressources centralisees. Une 
approche plus optimiste se traduit par la formule ' rationnement 
par la science' ; il s' agit essentiellement de l'evaluat ion de 
procedures de soins medicaux, de !' elimination des procedures 
inefficaces et de la redistribution des ressources ainsi 
economisees a d'autres utilisations plus productives. 

La notion de technologie appropriee a pris une importance 
croissante, 'cette technologie qui s' applique a un cadre techno­
socio-economique donne a un moment donne' . La technologie doit 
etre utilisee en fonction des problemes a resoudre; elle doit  
etre scient ifiquement valable, acceptable a la fois par les 
fournisseurs et par les utilisateurs, et prat icable clans la 
l imite des contraintes imposees par les ressources. Cette notion 
implique l' evaluation critique des methodes, techniques, materiel s 
et medicaments, a tous les echelons des systemes nationaux de 
sante, en vue de n' util iser que les moyens necessaires, efficaces 
et efficients clans les conditions local es. En tant que notion 
exhaustive, la technologie englobe des moyens physiques, des 
conna issances et des competences, des procedures et la gestion. 
Les choix technologiques dependent de la structure du systeme de 
production, aussi bien que de l'elaboration de la politique, et 
varient entre les systemes de marche libre et a planification 
central isee, et entre les pays deve loppes et en devel oppement . 
Les systemes a planification central isee parvienn ent  a une 
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meilleure efficacite clans l'affectation de leurs ressources, avec 
des technologies connues, relativement constantes, mais l eur 
structure hierarchique empeche une reaction soupl e a tout progres 
rapide. L es cinq etapes du changement technologique necessitent 
toutes des 'porteurs sociaux' efficaces qui peuvent varier pour 
chaque etape; par exemple, decouverte par un institut de recherche, 
innovation et diffusion par un fabricant, choix par un responsable 
de la politique et realisation par un fournisseur de services. 

Il semble que la polemique qui s'est installee entre 'les 
imperatifs technologiques' et 'l'efficience economique' soit due 
au manque de communication entre les groupes professionels concernes 
plutot qu'a un conflit inherent. En outre, les implications 
techniques et economiques des innovations et des decisions medicales 
entrainent de larges implications d'ordre socio-economique trop 
souvent ignorees par des decideurs a l 'esprit etroitement medical. 
Toutefois, le controle des couts et l'efficience economique ne 
devraient pas devenir une ideologie en soi qu'on poursuivrait sans 
tenir compte des implications t echnologiques. L'integration de 
l'approche 'technique' et 'economique' au developpement technolog­
ique necessite par consequent une communication adequate entre les 
groupes professionels et tous les 'porteurs sociaux de la technologie', 
et une doctrine d'unifaction qui pourrait etre le resultat d'une 
notion elaboree de 'technologie appropriee a la sante'. Dans la 
pratique, tous ceux-ci pourraient etre stimules par un appel croiss­
ant au 'rationnement par la science' dans l'affectation des ressources 
de sante, et par la participation active des organisations scient­
ifiques et professionelles. 
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PHARMACEUTICALS IN THE HEALTH SERVICES COSTS AND BENEFITS 

G. Teeling-Smith 

When I was an undergraduate at Cambridge I was taught physics 
by Sir Herman Bondi, who in those days was a more or less unknown 
junior lecturer. He had one recurrent theme running through hi s 
lectures which he encapsulated in the dictum ' you get no money 
for jam'. By this, he meant that neither energy nor matter 
could be created out of nothing. Or, in other words, in an 
economic context, everything had to be paid for. The same theme 
will also run through this review of the costs and benefits of 
the pharmaceutical services. 

Pharmaceutical progress and therapeutic innovation do not 
just happen out of nowhere. They have to be created by the use 
of resources that are expensive in terms of both money and manpower. 
And as a background to this discussion of the costs and benefits 
of pharmaceuticals in the health service, it is important to remem­
ber that in practical terms these resources have come al most entire­
ly from the free enterprise, research-based pharmaceutical industry 
of the Western world. The American economist Schwartzman (5) 
estimated that, beDveen 1950 and 1969, 88% of all new pharmac eutical 
chemical entities were discovered and developed by the Western 
pharmaceutical industry. Other sources, such as 'academia' or the 
State-run bureaucracies of Eastern Europe, had been responsible for 
little more than one-tenth of the new medicines developed in that 
period. It is particularly important to remember this  fact when 
it comes to balancing the cost and the benefits of modern medicines. 
The Utopian concept that all the best and latest medicines should 
be generally available at negligible cost runs directly counter to 
Bondi's principle that 'you get no money for jam'. 

Against that background, this brief paper deals first with the 
balance of cost and benefits in the economically advanced Western 
world, and then turns to the more difficult question of pharma­
ceuticals for the developing countries. 

Looking first at the payoff from modern medicines in the 
Western world, there are four main ways in which one can assess 
their benefits. The first, and by far the most important, is 
their contribution to the well -being of mankind. There are end­
less examples of the way in which pharmace.utical progress has 
eliminated suffering and sadness over the past 30 years. The 
virtual elimination of deaths from childbirth fever is one; 1n  
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Britain in the 1930s this cond ition killed between 600 and 700 
mothers each year. In 1976 there were only four such deaths there. 
The numbers are relatively small ,  but such bereavements are particular­
ly tragic. On a much larger scale, the virtual el imination of deaths 
from all the major chil dhood infections is a similarly poignant 
ill ustration. It is estimated that in Britain a quarter of a mill ion 
peopl e al ive today woul d have d ied in childhood had modern medici nes 
been unava ilable. 

Secondl y, one can measure the benefits of modern medicines 
by the savi ngs which they produce w ith in  the health service i tself .  
Mental illness and tubercul osis are the classic examples in this 
context. Again us ing British figures, it has been est imated that 
there are savings of well over £ 100 mill ion a year as a result of 
the 90% reduction in numbers of beds occupied by tuberculosis 
patients since the early 1950s. For mental i ll ness, there has 
been a reduction in numbers of occupied hospital beds from about 
150 000 i n  the mid-1950s to l ess than 100 000 today. This 
reversed a previously ris ing trend i n  psychiatri c  bed occupancy 
and represents another saving to the health service of more than 
£100 m i ll ion a year. 

Thirdly, there are the savings from the reduce ion i n  the 
number of working days l ost due to s ickness. Ironicall y, taken 
overal l, s i ckness absence has actuall y  i ncreased over the past 20 
years in almost all Western countries. However, there is li ttle 
doubt that this is because people's threshold to the acceptance of 
'dis-ease' has been lowered and because they are now more able to 
go 'off s ick' since in their employment they are generally shelter­
ed from the economic consequences of sickness absence. However, 
in the case of specific  illnesses such as arthritis or pneumonia, 
there have been major reductions in the amount of absence from work 
as a result of modern therapeutic progress. These reductions 1 n  
absence save the State or the health insurance funds money by 
reducing both the amount paid in sickness absence benefits and the 
losses in national productivity due to i l lness, although the act ual 
savings and losses are d ifficult to quantify, even in an advanced 
economy. 

Finally, there are sav i ngs from the el imination of premature 
deaths. Tuberculosis and lobar pneumonia offer dramatic exa mples . 
In the 1930s these d i seased killed many young, active aJults ; 
such deaths now occur on l y  very rarely. The consequent change in 
the demographic  pattern of mortal ity, w i th deaths sh ifting from 
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the younger to the older age groups, results in a real economic 
benefit to the community as a whole. Nevert heless, the benefits 
from the avoidance of premature deaths among young adults are 
probabl y  bes t measured in terms of the reduction in suffering and 
grief for the families concerned, rather than purely in terms of 
the national economy. 

Turning to the question of costs, the most important point is 
that pharmaceuticals are in a relatively unusual situation in 
health care, in that they can often produce direct financial 
savings in cost-benefit terms. Tuberculosis and mental ill ness 
have already been quoted as examples; in each case, the economies 
in hospital costs far outweigh the expenditure on the modern 
medicines that have made these economies possible. The treatment 
of ulcers with cimetidine is a more recent example of the use of a 
medicine eliminating the costs of hospitalization and surgery. 

However, it is important to avoid falling into an economic 
trap because of such savings. It is quite wrong to argue - as 
has sometimes been done - that the price of a medicine is reason­
able merel y  because the savings it brings are greater than its 
cost. It can still be 'too expensive' in economic terms - for 
example, when it is making monopoly profits much greater than can 
be justified in a properly competitive market. Indeed this is 
exact ly the accusation that was unfairly levell ed against the 
broad-spectrum antibiotics in the early 1 960s and against the 
benzodiazepines in the early 1970s. 

It is only since the publication of a booklet called The 
Canberra Hypothesis by the Office of Health Economics in London 
in 1 975 and a subsequent rigorous economic analysi s  of the 
prescription-medicine market by Reekie (4) that it has come to 
be accepted that there has indeed been real and effective price 
competition in this field. That is, pharmaceutical firms have 
to price their medicines competitively in relation to the actual 
or potential availability of alternative treatments. Even though 
the doctor prescribes and either the patient or some health 
insurance scheme pays, there is still a price-competitive market 
for pharmaceuticals. 

This does not, of course, mean that there is 'perfect' price 
competition of the type that exists in a static market for un­
differentiated commodities such as steel or grain. Because the 
survival and growth of the pharmaceutical industry depend on its 
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discovery of newer, better, or cheaper medicines, it has to operate 
under the rules of compet ition appropriate to an innovate and 
dynamic enterpr ise. The mechanism making this possible is, of 
course, the use of patents and brand names for new medicines . 

The necessity for this sort of protection for the pharma­
ceutical innovators is underlined by the current costs of research 
and development. It has recently been estimated by the American 
economist Hansen (2) that the cost of producing a single new 
pharmaceutical chemical entity is now US$54  million. Returning 
to my theme that ' you get no money for jam', such huge investments 
in t he discovery of new medicines must obviously be paid for. 
The prices of the consequent innovat ions will be very different 
from the rock-bottom prices that purely i mitative producers are 
able to charge when the originator' s patent has expired. 

Thus, as far as the Western world is concerned, two important 
facts have been established. The first is that pharmaceuticals  
bring very large and far-reaching benefits in both social and 
economic terms. These have been mentioned only briefly in this 
paper, but they have been extensively documented elsewhere. The 
second fact is that, in economic terms, the Western world appears 
to be paying no more than a fair price for these benefits. This 
is because the pharmaceutical market is governed effect ively by 
the normal rule of price competition. There are no monopoly 
profits: there are only fair rewards for the companies that have 
put such huge resources into the search for new medicines and 
have been sucessful over the past three decades. Other less 
successful companies have been forced out of business and have 
disappeared by amalgamation w ith other, more successful competitors. 

Despite the existence of effective price competition, however, 
pharmaceutical price controls have been introduced in many Western 
countries. In the light of the evidence that there is true price 
competition for prescription medicines, it can be argued that such 
controls represent an unnecessary and perhaps economically harm-
ful interference with a properly funct ioning competitive market. 
However, once they have been introduced and have become establish­
ed (the scheme in the United Kingdom dates back more than 20 years) 
it would perhaps be very d ifficult politically for a government to 
d ismantle them. 

Before leaving the discussion of the situation in the develop­
ed countries of the West, it is worth returning to the more general 
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argument that medicines at their current prices represent a partic­
ular cost-effective sector of health care. This point has been 
argued in general by the Swedish economist Stahl (7 ) . More 
specific cases have been quoted by the German economist Merz 
(private communication, 1979). Taking on l y  one of his examples 
to illustrate the general point, he quotes a st udy by the Battel le 
Institute which concluded that if all 25 . 6  mi 1 1  ion employees in 
Germany had been vaccinated against inf l uenza in 1969- 70, savings 
of over DM2 billion could have been made by the resul tant reduc­
tion in the number of cases during the influenza epidemic. The 
same study calculated that for a cost of DM7. 50 per vaccination 
there would have been a benefit of DM8 8 . 60. However, probably 
the most comprehensive review of all the cost-benefit studies in 
this field has been that conducted by the American Joglekar (3) , 
This covers all aspects of hea l th care, but a large proportion of 
his examples refer to the use of modern medici nes. 

In view of these indications of the cost-effectiveness of 
modern pharmaceuticals, when compa red with ot her forms of thera­
peutic intervention, it is ironi c that the expenditure on pharma­
ceutical services, which has always been modest , has actually 
been declining as a proportion of t otal health expenditure in the 
Western world over t he past two decades. There are three pieces 
of hard evidence to support this statement. 

The first comes from the U SA. Table 1 shows the declini ng 
percentage of the 'healt h  care doll a r '  devoted to drugs and drug 
sundries in the USA . 

Table 1. Percentage of 'hea lth care dollar' spent on drugs and 
drug sundries, USA, 1960-1978. 

Year Pere.en tage 

1960 15 . 4  
1967 14 . 0  
1969 13. 3 
1972 11. 7 
19 74 1 0 .9  
197 5 1 0. 2 
1976 9 .  7 
197 7  9. 3 
1978 9 . 0 

Source: Pharmaceutical Manufacturers Newsletter , 2 1  (41 ) , (1979) . 
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Table 2 shows a similar pictu re for the countries of the 
European Communi ty .  The figures are higher, largel y because of 
differences in definition rat her than because Europe spends more 
on its pharmaceutical services. The important point is that 
the trend is the same in both cases. 

Table 2. Pharmaceu tical consumption as a percentage of total 
health expenditure, European Communi ty  (excluding Ireland and 
Luxembourg) ,  1960-1978. 

Year Percentage 

1960 24. 0 
1965 25. 5 
197 0 24. 0 
1975 1 8. 0  
1977 1 6  . 0  
197 8 1 5. 7 

Source: European Federation of Pharmaceutical Indust ry Associa­
tions. 

This European pic ture is confirmed by the recent study by 
Abel-Smi th & Grandjeat ( 1 ) , They state that 'In all countries 
in t he Community for which f igures are availabl e, there is a clear 
downward trend in the proportion of total expenditure on health 
services devoted to  pharmaceutical consumption. Over the period 
1966 to 197 5, the proportion dropped in Italy from nearly 54 per 
cen t to 36 per cent .  The figures for Belgium show a drop in 
percen tage over t he three years 1973  to 197 5  from 27. 3 per cent 
to 19. 5 per cent.  The fall in the percentages between 1966 and 
1975 was less marked in France (29 .  7 per cent to 2 5 . 5  per cent ) ,  
Germany ( 2 2. 8 per cent t o  17. 6 per cent),  the Uni ted Kingdom 
(from 1 8  per cent to 1 3. 8  per cent),  and Denmark ( 1 5. 7 per cent 
to 1 1 . 1  per cen t ) . '  Again the actual percentage figures vary 
between d i fferent count ries and between different studies, 
because of varia tions in defini tion. However, there is an 
unmistakeable overall picture of a declining proportion of 
expenditure being devot ed t o  what appears to be one of the most 
cost-effective sec tors of health care. In so far as one 'gets 
no money for jam', the l onger-term outlook is, therefore, a 
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d iscouraging one in the Western world. Pharma ceut ical i nnovation 
is becomi ng more expens ive, yet at the same time a smal l er pro­
port ion of health care resources is be ing devoted to the remark­
ably cost-effective pharmaceut i ca l  services. 

Turning next to the quest i on of pharmaceu t icals for the 
deve loping countries, there are fundamentally d ifferent i ssues 
involved. First, i t  is general ly accepted that these count r i es 
are not y e t  in a position to contr ibute substant ial ly t o  the huge 
investments necessary for pharmaceu t ical i nnovati on. This, how­
ever, i s  not an overri d ing scientific or economi c  consi deration, 
because most of the newest and more soph ist icated med icines are 
inappropriate to t he needs of the developing nat i ons, except 
perhaps those of the wealthy urban eli te found mainly in the 
capi tal c i t ies. For the vast major i ty of the rural population, 
i t  is now accepted that basic and generally well-established 
med icines are what is needed . These are, of course, still ma inly 
the products of pharmaceutical innovat ion from the research-based 
mul t i nat ional f irms. However, being the products of an ear l i er 
generat i on of d iscoveries, they are generally now out of patent 
and hence subject t o  unbrid led price compet i t i on between both 
innovat ive and non-innovative suppliers. The ' first-generation' 
ant ibiot i cs are typica l  of this s i tuat ion. 

Unt i l  recently, the original innovative f irms st ill  tended to 
keep the prices of such products relatively h igh in order to 
contribu t e  f inancially t o  thei r  continu ing programmes of i nnova t ion. 
Hence the l ess developed countr i es looked for the i r  supplies more 
from other non-innova t i ve sources, such as the socialist countri es 
of Eastern Europe, where prices need to take no account of the 
costs of research. Gradually, however, this situation is changing. 
First, the qual ity of the med icines from Eastern Europe has not 
always reached the high standards that are now essent ial for very 
potent and chemic.ally complex med i caments. More import antly, 
however, many Western research-based companies have been the 
economic logic of supplying certain bas i c  medicines to the deve l op­
ing countries a t  lower prices than woul d be economic in  respect of 
the more affluent na t ions. I t  was recent ly repor ted that more 
than 40 companies had offered to coo pera t e  wi th the Wo rld Hea l th 
Organizat ion in supplying over 1 5 0 d ifferent med i cines at pref er­
ent ial prices to the poores t of the deve loping countries (6 ) .  
This represents a log ical economic pol i cy for the companies as well  
as being, in  pract ice, an ac t of phi l anthropy on  the part  of  the 
research-based industry. 
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At  t he same time, the general attitude towards pharmaceutira l 
marketing in the devel oping countries is changing . Complex and 
very delicate issues are, how ever, invo l ved . In some of these 
countries corruption has become a way of l ife, and it requires 
st rong determination for the l oca l execu tives of the multinational 
pharmaceutical firms t o  st and apart from such practices. It is 
interesting that many American firms, in particu lar, have very 
st ringent corporat e ethical regu lations wh i ch are usua l ly strictly 
enforced in order to prohibit emp l oyees from indul ging in what 
are often regarded l ocally as quite nonnal commercia l practices. 
The picture of the multinational pharmaceutica l firms as a 
corrupting influence in the developing count ries is, therefore, 
a t ravesty o f  the actual situation. 

On the question of benefits from pharmaceuticals in the less 
developed countries, there is no doubt that, when properly used, 
both vaccines and antibio tics in particular have yielded an 
enormous payoff . Insofar as the price of the medicines in the 
less developed countries is now often lower than in the developed 
world, and insofar as the health problems such as measl es and 
tuberculosis are much greater, there are very much greater 
potential social and economic benefits in the developing countries 
than there are now in the more devel oped count ries. 

There are, of course, on the other hand , accusations that 
medicines have sometimes been inappropriat ely sold and used in the 
developing count ries. There is also no doubt that this has been 
t rue in the past . However, persist ent cri ticisms in this context 
over the past few years have made the mu l tinationa l companies very 
much more aware of the need to enforce the same high st andards in 
their marketing practices abroad as they now apply in their home 
markets. However, their difficu l t y  is often to cont rol a poten-
tially undesirable situation which is l argely created by the 
generally unethical standards prevai ling in some of the develop-
ing countries. 'Colonialism ' tends these days to be a dirty word; 
but it must be remembered that ninet eenth-century pol i tical 
colonialism often brought high mora l standards, just as industrial 
co l oni alism is abl e to do in the twentieth century. 

In this cont ext, i t  is worth making one final point about the 
use of medicines in the developing countries. It has of ten been 
suggested that vigorous marketing methods have led to overuse, and 
t hat pharmaceutica l s  consequently take up a disproportionate amount 
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of the health care budget in these count ries. Certainly, invest­
ment in better sanitation and in public healt h pol icies genera l ly 
can help at least as much as medici nes and needs more encourage­
ment. However, on the other hand, very advanced ' teaching 
hospital' technology is largely i rrelevant to the health care 
needs of the populati on as a whol e  in  the developing countries. 
They are undoubtedly right to spend on vaccines and preferent ial l y  
priced medi cines instead of hospitals. 

But having said that, i t  is interest ing to see how closely 
the pat tern of pharmaceu t i cal spending accords with national 
wealth in d i fferent parts of the world. A currently circulat ing 
discussion document from the Organizat ion for Economic Cooperation 
and Development nicely underl i nes this fact, as Table 3 shows. 

Table 3. Consumption of pharmaceutical s as a percentage of 
gross domestic product. 

Developed countries 
American developing countries 
Asian developing count ries 
Middle East developing countries 
African developing countries 
Total developing countries 
World total 

0. 7 4  
0. 83 
0. 78 
0. 42 
0. 79  
0.  70 
0.  73  

Source: Transfer of technology in the pharmaceutical industry. 
1969 (OECD Sectoral S tudy No. 4 ) . Circulat ion restricted. 

There is  no evidence from this tentative table that the 
developing countries have been di sproport ionately persuaded to 
devote scarce resources to pharmaceuticals. Clearly, in absolute 
terms, the poorer nations spend very much less than the wealthier 
ones, but proport ionately they seem to spend about the same. 

Let me end, therefore, with a restatement of Bondi's dictum: 
'you get no money for jam'. Private enterprise, on its own 
initiative, has invested stupendously in the past 30 years in the 
search for new, more effective, and safer medici nes. Obviously, 
in any market, there are conspicuous imperfections. However, 
all the evidence seems to show that, in both the developed and 
the developing worlds, pharmaceu t icals have made a disproportionate­
ly large cont ribution to human well-being and in many cases have 
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also provided a direct ec onomic payoff.  In genera l ,  therefore, 
pharmaceuticals seems to be a very good heal eh care  sector in 
which to encourage investment by private ent erprise. Some 
governments should therefore look again at their very restrictive 
scientific and economic policies towards pharmaceutical invest­
ment in their own countries. 
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Resume: 

Les progres real ises clans le domaine pharmaceutique et les 
innovat ions therapeutiques necessitent des ressources et des 
personnels couteux, dont la plupart provient de l'industrie 
pharmaceutique de recherche du monde occi dent a 1. On est ime que 
de 1950 a 1969,  88% de toutes J es nouveautes chimiotherapeutiques 
ont ete decouvertes et mises au point par l'industrie pharmaceut­
ique occidentale . On peut eval uer J es avan t.ages des medicaments 
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modernes sous quatre aspect s 
contribution au bien-etre de 
que 250. 000 personnes vivant 
seraient decedees des suites 
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princi paux . Premierement , par leur 
l '  hornrn e ;  on estime, par exempl e ,  
aujourd 'hui en Grande-B r e tagne 
de mal adies infantiles sans l es 

medicaments modernes. Deuxiemement, l es medicaments modernes 
repr§ sentent une source d ' § conomie pour l e s  s e rvic e s  de s an t § ;  
ainsi, l a  reduction des lits occupes par l es tubercul eux et les 
malades mentaux depuis le  debut des annees 50  a-t-el le  ec onomise 
dans chacun des cas a la Grande-Breta gne plus de £ 100 mil l ions 
par an. Troisiemement, les medicaments modernes ont contribue 
a reduire l 'absenteisme pour cause de mal adie dans de nombreuses 
categories de maladies, telles que l'arthrite et la pneumonie, 
economisant ainsi des prestations de mala di.e et evitant une perte 
de productivite nationale. Curieusement, l 'absenteisme pour 
cause de maladie des 20 dernieres annees a nea nmoins augrnente 
avec l 'amel iora tion de l a  couverture par l a  securite sociale et 
l '  abaissement des seuil s d' acceptation des maladies. Enfin, 
l 'elimination des deces prematures est une source d'economie, 
ainsi la disparition de l a  t ubercul ose et de l a  pneumonie l obaire 
qui tuerent de nombreux adultes jeunes et ac tifs clans les annees 
30, entra1nant un benefice economique e t  une diminution des 
souffrances et des peines. 

Cornrne le montre l 'exempl e  de l a  tuberculose et des maladies 
menta l es, certains medicaments permettent de grandes economies 
aux services de sant e, rnais pourraient etre encore trop chers et 
donner lieu a des profits monopolist iques, en 1 'a bsence d'un 
marche p leinement competitif. Des recherches recentes montrent 
toutefois qu ' une concurrence reel le et efficac e s ' exerce au 
niveau des prix sur le marche pharma ceutique, ou l es soc ietes 
doivent fixer les prix de l eurs medi caments en tenant compte des 
traitements de rempl acement, meme si la pl upart des couts est 
generalement couverte par des organismes t i ers. Cela n'equivaut 
pas a une 'concurrence parfait e  des prix', cornrne pour des ressources 
indifferenciees tel l es que les cereal es ou l 'acier, car l'industrie 
pharrnaceutique depend des decouvertes qu'el le fait de medicaments 
nouveaux, plus efficaces ou mei l l eur marche, qu i sont nec essaire­
ment proteges par des brevets e t  di f ferenci es par des marques de 
fabrique . L 'estimation du cou t de product ion d'une seul 
specialite pharrnaceutique est ac tuel l ement de $54  mil l i ons aux 
E tats-Unis. 
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Malgre les avantages considerables procures par les 
rnedic-aments et une c-ompetition efficace, les prix  pharmac- eu t i q1 1es 
sont soumis a des controles dans de nombreux pays occident aux. 
On peut reprocher aces controles d'etre inuti l es et meme d'etre 
economiquement nuisibles, mais une fois mis en place, il est 
politiquement difficile de les supprimer. Le rapport cout­
efficacite des produits pharmaceutiques est avere par de nombreuses 
etudes de cout-benefice; par exemple, on estime que si tous les 
salaries allemands avaient ete vaccines contre la grippe en 1969-
1 9 70, il en serait resulte un benefice de 88, 6 DM pour chaque 
vaccination coutant 7, 5 DM. 

Neanmoins, les depenses pharmaceutiques, qui ont toujours ete 
modestes, ont diminue proportionnellement aux depenses totales de 
san te engagees dans les pays occidentaux au cours des deux dernieres 
decennies. Aux Etats-Unis, le pourcentage des depenses de 
medicaments est tombe de 15, 4% en 1960 a 9% en 19 78, et pour la 
Communaute europeenne, de 24% en 1960 a 1 5, 7% en 1 9 78. L'examen 
detaille des pays du Marche commun revele des variations consider­
ables dans la part des depenses totales de produits pharmaceutiques , 
mais confirme la tendance a la baisse. 

La fourniture de medicaments aux pays rnoins developpes pose 
des problemes differents car, de toute evidence, ceux-ci ne peuvent 
pas faire face aux investissements eleves que comportent les innova­
tions pharmaceutiques. Heureusement, la population rurale a besoin 
de medicaments de base bien connus, qui appartiennent a une genera­
tion anterieure de decouvertes, ne sont plus couverts par un brevet, 
et, par consequent, sont disponibles a des prix speciaux, comme par 
exemple, la premiere generation d'antibiotiques. Jusqu'a une date 
recente, les societes innovatrices gardaient leurs prix a un niveau 
rel ativement eleve pour faire face aux couts de leurs programmes 
de recherche a long terme, ce qui poussa les pays moins developpes 
a s' approvisionn er aupres de producteurs non-innovateurs mais 
meilleur marche, tels que les pays communist es de l 'Europe de 
l ' Est, bien que la qualite de leurs medicaments n'ait pas toujours 
ete adequate. Toutefoi s, plus de 40 societes occidental es de 
recherche ont maintenant offert leur collaborati on a l'Organisation 
Mondiale de la Sante pour la fourniture aux pays en <leveloppement 
les plus pauvres de plus de 150 medicam ents a des prix preferentiels . 
Un changement d'attitude envers la commerci a l isation des produits 
pharmaceutiques dans les pays en developpement imp lique des problemes 
complexes et delicats , notamrnent le controle de la corruption, 
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souvent consideree au niveau l oc al cormne une prat ique cormnerc ia l e  
norma l e. Il est evident que les produ its pharmaceu tique modernes, 
util ises d' une man iere appropriee, comme pa r exempl e les vac c ins 
et les ant ib iotiques, ont donne des result ats t res positifs dans 
les pays en developpement.  Ils n'ont pas toujours ete vendus et  
util ises a bon escient ma is des critiques persistantes de ces 
prat iques ont encourage les soc ietes mult inat ionales a appl iquer 
partout les memes modeles de c ormnercialisa t ion, en depit  des 
difficultes rencontrees au niveau du contrBle local. De meme, 
on a pretendu qu' une commercia l isat ion poussee a encourage une 
ut ilisat ion excessive de produits pharmaceutiques dans ces pays, 
mais les vaccins et medicaments vendus a des prix preferent iel s  
sont plus suscept ibles d' avoir u n  bon rapport cout-efficac ite 
qu'une technologie sophistiquee basee sur des instal l a t ions 
hospita l ieres e t  les donnees disponibles rev�l ent que les pays 
developpes et en devel oppement depensent une part p lus ou moins 
egale de leur produit nat ional brut en produits pharmaceut iques 
(0, 7 - 0, 8% du PNB ) . 

De toute evidence, les entrepr ises privees, grace a d' enormes 
invest issements en matiere de recherches e t  developpement, ont 
produit de nombreux medicaments nouveaux plus efficaces et plus 
surs au cours des t rente dernieres annees, cont ribua nt a insi dans 
une large mesure au b ien-e tre e t  assurant souvent un benefice 
economique direct. Il fau t  done esperer que l es Etats reconsid­
ereront leurs pol itiques scient ifiques et economiques t res 
res trictives a l'egard d' un tel invest issement. 
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L' EDUCATION ET LA FORMAT ION POUR LE CHANGEMENT - LE CHANGEMENT 
DANS L' EDUCATION ET LA FORMATION 

D. Flahault 

Comme cet expose concerne le changement tout autant que 
l' education et la formation, nous centrerons notre re f l exion sur 
l e  changement d' or ientation que J es Etats Membres de ! ' OMS ont 
juge necessaire et ont adopte pour atte indre l' ob jectif de la 
sante pour tous en I'  an 2000 .  Nous .envi sagerons ce changement 
d'or ientation avec s es implications rel atives a l'education et 
la formation des personnels de sante, mai s  disons d'emblee que 
nous ne chercherons pas a d i fferencier e ducation et formation, 
l es conside rant comme deux aspects complernentaires, l' un plus 
culturel et theorique, l' autre plus fonctionnel et pratique, d' un 
processus que nous preferons qual i f i er d'apprent issage plut8t que 
d' enseignement, attachant plus de prix a ce qui  est assi mi l e  et 
utilise par l'etudiant plut6t qu'a ce qui est debi te ou declame 
par le professeur . 

L' education et la format i on pour le changement 

Nous allons chercher a appl iquer ici 1 ' approche rationnel le 
et  sequentielle q ue nous recommandons lorsqu' il  s'agit de pre parer 
un personnel de sante ,  quel qu' il soi t, a ses activites .  A cet 
effet nous allons poser un certain nombre de questions et cherch­
erons a y repondre. 

Quels sont les besoins des popul ati ons ? Que voit-on dans 
les pays en voi e  de  developpement en ce qui concerne les services 
de sante ? Dans les villes, il y a des h6pitaux et des dispens­
aires, des medecins et des infirmieres, des dent istes et des 
pharmaciens . Les servi �es offerts a la populat i on peuvent 
certainement etre ameliores - ou ne pourraient-ils pas I 'etre -
ils sont parfois onereux, trop onereux , mais du moins existent-i ts . 
Dans les regions rurales, la situation est toute differente : i l  
n ' y a pas, ou tres peu, d e  services disponsi bles, i i  n'y a pas, ou 
trop peu, de  personnel qual ifie accessib le.  Quanti tativement et 
qual i tativement i i  y a une extreme penuri e de service, de  personnel 
mais auss i d ' approvisionnement en me d i camen ts et en equipement de 
prem1ere ne cess1te . Et pourtan t ,  nous le savons tous, c' est dans 
les regions rurales que vi t la grande majorite, 70,  80, 90% et 
plus, de la popul ation du monde en voi e de dev eloppement . 1 1  
importe done d' ag ir .  Les besoins des popu lat i ons appel l ent a 
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changer l 'ordre actuel des chases pour permet tre l a  sante pour 
t ous e t  non plus pour quel ques-uns seulernent. 

1 29 

Quell es sont les ressources disponibles pour pouvoir 
preparer le personnel de sante necessaire au changernent 
qu'irnplique la sante pour tous ? C' est  l a  que les contraintes 
econorniques se font sentir. Les besoins sont irnrnenses et les 
ressources t res lirnitees : 1 ou 2 dollars par an et par hab itant 
pour le budget de fonc tionnernent de beaucoup de rninisteres de la 
sant e  ! Mais quelles que soient ces ressources, il faut les 
invent orier dans chaque secteur pour ce qui existe e t  planifier 
les ressources a venir pour devel opper Jes  serv ices de sante e t  
le  personnel necessaire a leur fonctionnement e n  fonction des 
nouvel les options. C 'es t en effet cet inventaire et cette 
prevision de l '  ensemble des ressources sur lesquelles on pourra 
cornpter qui fixeront les l irnites des realisa tions possibles. 

Quel les sont al ors les priori t es ? La t a che est immense 
e t  t out ne peut e tre fai t .  Jusqu 'a rnaintenant des pr iorites 
avaient ete elaborees, mais ell es ont abou ti a favoriser les 
rninorites urbaines, il convient de reconsiderer ces priorites pour 
choisir et classer l es actions a accornplir afin d 'utiliser au 
rnieux les ressources exis tantes dans l ' objectif de la sante pour 
tous. 

Quelles sont les taches a at tribuer a chacun ? Les choix 
etant fai ts, les decisions etant prises de ce que l 'on £era e t  de 
ce que l'on ne £era pas, il faut div iser le travail, l 'organiser. 
Nous pensons que cette  planificat ion des activi tes du personnel de 
sante doi t  se faire de bas en haut, de ] 'echel on peripherique, rural, 
vers l ' echelon central situe le plus souvent dans la capitale, ceci 
afin d ' assurer une rneilleure place a cet echelon peripherique rural 
si longternps delaisse en determinant J es taches de chacun a chaque 
echelon des services de sante en fonct ion des t aches confiees a 
l'agent de sant e  de vil lage. Les soins de sant e  prirnaires, ne 
l 'oublions pas, pour essentiels qu 'ils soient, font partie d'un 
systerne, supposent des soins secondaires puis t ertiaires. Les 
soins de sante prirnaires conditionnent aussi les taches des 
personr.els de sant e  des niveaux interrnediaires, puis de distr ic t ,  
puis regionaux, e tc . . . . La composi tion des equipes de sante, la 
place de  chacun dans ces equipes, l es relations de travail des uns 
e t  des autres, l es delega tions de responsabi lites, l es lignes de 
supervision et de recours se deterrninent d' apres les taches a 
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accomplir qui seront precisees pour c haque membre de chaque  equipe 
par une desc ription de son poste et de ses activites. C'est alors 
que l'on pourra decider si le personnel existant est en mesure 
d'accomplir le changement d'ac tivites demande, au besoin apres 
recyclage, ou si un nouveau type de personnel doit etre introdu i t, 
comme ce fut le cas dans eertains pays avec, par exemple, des 
assis tants medicaux a l'echelon intermediaire e t  des agents de 
sante communautaires a l'echelon peripherique. 

Quels sont les objectifs d'enseignement pour preparer 
chacun a sa tache dans le programme d'action pour la sante  pour 
t ous ? Ces objectifs d'enseignement doivent decrire ce que 
l'etudiant sera capable de faire a la fin de son apprent issage, 
ils sont done bases sur les taches a executer et la formation doit 
viser a l'acquisition d'une competence. 

Quels programmes d'enseignement ? Les taches a accomplir, 
les objectifs d'enseignement et la competence necessaires definis , 
les programmes d'enseignemen t apportent les connaissances, les 
techniques e t  les a t titudes necessaires pour acquerir les compet­
ences requises. Le root cle dans l'etablissement d'un programme 
de formation est la pertinence, c'est a dire sa concordance avec 
les besoins de sante de la collectivite tels qu'ils sont de termines 
par les enquet es e pidemio logiques et soc io logiques. Les programmes 
de formation de chaque categorie de personnel doivent indiquer ce 
que chacun doit apprendre pour etre efficace et rentable dans les 
limites des ressources et des installations disponibles. 

Quelles sont les meilleures methodes d'education e t  de 
formation pour preparer a apporter la sante pour tous ? L'observa­
t ion c ri tique de ce qui se fait souvent peut aider a repondre a 
cette question 

une formation plus ou moins longue, parfois tres longue, 
a l'et ranger, loin des conditions et preoccupations 
locales ? 

une formation dans un campus sophistique et isole du 
monde ? 

une formation passive ou l'etudiant at tend et ecoute 
plus ou moins ? 
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une formation tellement competitive qu 'on surcharge 
les programmes pour reduire le nombre de ceux capables 
de les absorber, ou encore tellement competitive 
qu 'on elabore des examens avec des question-pieges 
pour eliminer le plus d 'eleves possible ? 

Les methodes d 'enseignement/apprentissage doivent non seule­
ment aboutir a un apprentissage efficace et done a la realisation 
des objectifs, mais il leur faut aussi etre acceptables sur le 
plan culturel. Le choix des methodes dependra de toute une serie 
de facteurs tels que leur adaptation a une situation donnee et 
leur compatibilite avec les eleves, les enseignants et les condi­
tions socio-economiques. 

Les me thodes d '  enseignement sont en general eff icaces s i 
elles tiennent compte de l 'interet, de la capacite et des fonctions 
futures de l 'enseigne et si elles lui offrent une possibilite de 
participer au processus d 'apprentissage, comme par exemple par des 
exercices de resolution de problemes pratiques . 

Dans certains cas, et en particulier lorsqu 'il s 'agit de former 
des enseignants ou de programmes d 'education permanente, des 
manuel s  d 'auto-enseignement programme peuvent se reveler tres 
utiles. 

Quels materiels d 'education et de formation preparent a la 
S ante pour tous ? Ce materiel doit etre selectionne et prepare en 
fonct ion des obj ectifs vises. Bien sur, la s ituation n ' est pas la 
meme clans les pays developpes ou c 'est le plus souvent le medecin 
qui donne les soins de sante primaires et ou, meme si la situation 
peut etre amelioree, des services de sante sont largement dispon­
ibles . Mais dans les pays en voie de developpement, de quel 
materiel disposent les medecins, les dentistes, les pharmaciens, 
les infirrnieres, qui les prepare a jouer l eur role clans le systeme 
de prestation des soins de sante? Bien peu de manuels, bien peu 
de programmes ont ete deja elabores . Certains l 'ont ete pour l es 
agents de village. L 'OMS y a contribue (1) , mais beaucoup reste 
a faire pour perrnettre de preparer le personnel de sante au change­
ment implique par la recherche de la sante pour tous . Les tech­
niques audio-visuelles qui se sont beaucoup developpees ces dernieres 
annees doivent elles aussi s 'adapter pour etre utilisables en milieu 
rural, ou l 'on ne dispose pas touj ours du courant electrique pour 
la formation d 'agents de village. 

( 1 )  Vair l 'Agent de S ante Communautaire, Guide d 'action, guide de 
formation, guide d' adaptation. OMS, Geneve, 1977. 
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Enfin, ! ' education et la formation conduisent-elles i 
apprendre ce qu ' il faut, comme il faut et quand il faut pour 
permettre le changemen t en faveur de la sante pour tous ? C ' est 
! ' evaluation de la pertinence, de la progression, de l ' efficacite 
et de ! ' impact du programme. C ' est le moyen, le processus 
continu qui vise i corriger et i ameliorer les actions entreprises 
et i f aire en sorte qu ' elles c orrespondent aux orientations ou 
reorientations choisies. 

C ' est ainsi que ! ' education et la formation peuvent etre 
des f acteurs essentiels de changement, de ce grand changement que 
nous avons pris pour exemple pour aboutir a la sante pour tous. 
Prise de conscience par le personnel de sante des problemes qui 
se posent et qui debordent largement le domaine de la sante, 
ouverture d ' esprit pour s ' adapter aux besoins des autres, motiva­
tion pour agir et remettre en question les habitudes anciennes 
et confortables, approche rationnelle enfin pour aller au plus 
urgent et rechercher le meilleur resultat possible en fonction 
des contraintes imposees. 

Le changement dans ! ' education et la formation 

P ourquoi changer l ' education et la formation ? L ' education 
et la formation, nous l ' avons vu, preparent au changement mais, par 
une sorte d ' effet en retour (d ' effet ' boomerang ' ) ,  le changement 
decide demande une modification de l ' education et de la formation. 
Lorsque les taches changent, ! 'education et la formation qui prepar­
en t i ces taches doivent aussi changer. Une telle assertion peut 
paraitre une evidence et pourtant souvent, longtemps, l a  force de 
la trAdition et de l ' habitude aidant, l ' education et l a  formation 
des personnels de sante se sont poursuivies sans trop se saucier 
des activites qui devraient etre plus tard celles de ce personnel. 
Que l ' on regarde aujourd ' hui i quoi sont prepares nos medecins, si 
ce n ' est i traiter des maladies et souvent des maladies rares 
qu ' ils ne rencontreront peut-etre jamais, alors que les grands 
problemes de sante publique ne leur sont parfois meme pas presences 
malgre les importantes implications socio-economiques de ces 
problemes, qu ' il s ' agisse justement du cout de la sante dont on 
n ' a commence que bien recemment i s ' emouvoir, de questions 
d ' assainissement du milieu, de surpeuplement, etc . . . . Dans les 
pays en voie de developpement, c ' est bien aux 20% de privilegies 
qu' est le mieux adaptee la formation des medecins, des dentistes, 
des pharmaciens et des infirmieres. Il est urgent que leur 



FLAHAULT 1 33 

education et leur formation change pour s' adapter aux nouveaux 
obj ectifs. Certes, il peut para1tre un peu ridicul e  de vouloir 
ignorer les efforts qu i ont ete fa its au cours de la derniere 
decennie dans les pays cant developpes qu' en voie de developpe­
ment ,  efforts auxquels l' OMS a participe et qui permettent un 
certain optimisme, mais il reste beaucoup a faire pour que 
l' education et la formation des personnels de sante puissent 
les preparer de fa�on satisfaisante aux changements decides ou 
intervenus dans les polit iques de san te des pays. 

Comment faire plus et mieux ? Dans les pays en voie de 
developpement, l' adoption de la Dec:la rat ion d '  A lma-Ata est un 
engagement qui porte l' espoir des 80% non touches par l es services 
officiels de sante. C' est aussi un engagement dans une voie done 
les grandes lignes sont tracees, mais ou il importe de travailler 
les d etails et de trouver des solutions et des adaptations propres 
a chaque pays. Au niveau de la planifica tion, un effort de 
rapprochement entre les formateurs et les utilisateurs des 
personnels de sante est devenu necessaire pour assurer la 
per tinence de la formation, car il importe de ne pas oublier, 
par exemple, qu' une. infirmiere chargee de faire du ' nursing' dans 
un hopital n' a pas du tout les meines activites que eel le chargee 
de faire le tr i dans une consultation d' un c entre de sante rural 
et que leur formation doit done etre d ifferente. L'approche 
recommandee par l'OMS sous le vocable de developpemen t integre 
des services e t  des personnels de sante invite formateurs et 
utilisat eurs a cooperer etroitement afin de definir les taches 
a accomplir pour repondre aux besoins des populations et af in 
d'etablir des programmes d' enseignement correspondant aces 
taches. Au niveau des services, il existe un personnel qu ' il 
importe de recycler pour le mieux utiliser; ceci est aussi 
valable pour certains personnels rraditionnels comme Jes 
accoucheuses traditionnelles, par exemple. Il peut e tre 
necessaire de former autrement le nouveau personnel en apppl iquant 
a la revision des processus de formation les principes que nous 
avons cherche a developper dans la premiere partie de cet expose, 
en se referant constarnment aux besoins, aux priorites et aux 
taches. Il convient de garder touj ours a ! 'esprit la necessit e  
d e  ne pas surcharger le personnel, car la tentation est t oujours 
grande d' ajouter regulierement tel le ou te lle nouvelle tache 
prioritaire. Il y a des limites a l'action de l' homme au-dela 
desquelles on aboutit, rnalgre les bonnes intentions, a un 
resultat oppose a celui recherche : le degout, la per t e  de 
motivation, la fat igue, le desespoir, l' impression d' e tre 
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abandonne et incompris Un personnel qui fai t bien un nombre 
limite de taches est  touj ours preferabl e a celui qui n'a pas le 
temps d e  bien faire. C'e st la qu'appara1 t parfois de la  part 
de l'echelon central une meconnais sance ou une mauvaise apprecia­
tion du travail et des conditions de travai l de ]'echelon 
peripherique. 11  faut soit se resoudre a offrir mains de 
service s ,  soit augmenter le personnel existant,  soit revoir la 
distribution d e s  taches et envisager, si besoin est, la creation 
d'un nouveau personnel.  Mais nous voudrions ici insis t er sur 
le nouveau role , la nouvelle place que les soins de sante 
primaires offrent aux medecins et au s si aux autre s  personnels 
l e s  plus qualifies de l' equipe de sante : dentist e s ,  ingenieurs 
sanitaires, infirmieres de sante publ ique en particul ier. Ce 
nouveau role comprend plusieurs aspect s. C'est d'abord un role 
de manager qui consiste a planifier, a organiser, a suivre le 
developpement du programme au ni veau d e s  di spensaires d e  
vil lage, des centres d e  sante ruraux e t  de l 'hopital rural , role 
clan s lequel le medecin et ses collaborateurs se trouveront 
responsables de la sante et d e  l'organisation des soins d e  tout 
un secteur du pays. Role de chef d'equipe ensuite, ou la 
formation du personnel et la supervision compri s e  comme un 
el ement de formation permanente occuperont une place predomin-
ante. Role de recours enfin, ou le medecin recevra et trai t.era 
l e s  cas d ifficiles  ou comp l i que s nece s s i t ant sa compe tence, 
completant ainsi le  t ravail de s autres memhres de son equipe e t  
faisant ain si la  liaison entre soins primaires e t  secondaires. 
Ce nouveau role avec s e s  different s aspect s devra bien sur 
commander une revision, qui res te tres l argement a faire , un 
changement important des  programmes d ' educa tion et de formation. 

Dans l es pays developpes, comment peut-on faire plus et 
mieux ? L e  changement que demandent aux pays deve l oppes les 
soins de sante primaire s est a n' en pas dourer different. Les 
problemes sont different s, la couverture des populations par les 
services de sante est bien mei l l eure, les ressources  di sponibles 
sont bien superieures qu ' il s ' agisse de l ' infras tructure de  sante , 
du personnel ou des moyens financiers. De plus , ces pays peuvent 
trouver chez eux et avec leurs seuls moyens les solutions a leurs 
problemes. 1 1  n ' en demeure pas moins que des changements dans 
les  programmes d'education et de fonnation pennettront d'eviter 
le gaspillage et d' amel iorer le rendement du personnel, si on 
parvient a amel iorer la pertinence de  1 '  enseignement. D'autres 
changements pourraient remet tre en question les methodes d ' enseigne­
ment en privilegiant celle s donnant plus  de  responsabilites aux 
etudiant s et en facilitant leur apprentis sage pratique. D ' autres 
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ameliorat ions pourraient viser l 'evaluat ion de l ' enseignement en 
met t ant l 'accent sur son carac tere essent iel de processus continu, 
ce qui devrait permettre de s 'assurer que les services offert s  
correspondent bien aux besoins de tous, car tou t  pays developpe 
a aussi ses zones sous-developpees� qui devrait permet t re 
aussi de mieux adapter les programmes aux besoins des eleves et 
montrer aux enseignants eux-memes les points faibles de leurs 
interventions. 

Si le changement apparait necessaire, il ne vas pas 
toujours de soi et bien des obstacles ex istent au changement , 
obst acles qu'il convient de conn ai tre pour pouvoir les surmonter. 
Non spec ifiques, ceux que nous citerons en les empruntant au 
Dr John Bryan t sont des obstacles a tout changement mais qui se 
ret rouvent aussi dans le domaine de la formation du personnel de 
san t e ;  ce sont : 

le conservat isme ou l a  tendance des individus et des 
inst itutions a maintenir les chases comme elles son t ,  

la bureaucratie avec son inherente resistance au 
changement ,  

la complexite meme de tout changement de programmes 
d'enseignement , 

le manque de ressources du systeme pour permet tre une 
redistribu t i on des energies et des moyens susceptibles 
de provoquer des c hangements,  

l 'absence de model es sur l esquels baser un changement 
des programmes d ' enseignement.  

Changer les habitudes acquises, aller a l'encontre des 
tradi t ions , c'est toujours s ' exposer a des obstacles. Les 
changements proposes clans l ' educat ion et la formation se sont 
heurtes,  en effet , a des a t t itudes rigides de la part des 
enseignants et de la part des professions de sante. 1 1  a fallu 
denoncer certains lobbies tel que celui qui a pu regrouper 
cert ains enseignants t raditionalistes opposes a toute remise en 
cause des ·programmes de formation qu 'ils avaient tendance a 

c onsiderer comme etablis plus ou moins de fa�on definit ive. 
Reformer le contenu de l'enseignement ,  n 'etai t-ce pas vouloir 
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ebranler tout un systeme de valeurs auquel on etait attache ? 
n' etait-ce pas remettre en question l' image d ' une profession a 

laquelle le publi c  s' etait habi tue et qui benefic iait a n' en pas 
douter d ' un incontestable prestige ? Reformer les methodes 
d ' enseignement, introduire une pedagogie moderne, n' etair-ce pas 
s' attaquer au corps professoral lui-meme, mettre en doute ses 
capacites et contribuer a saper l' ordre etabli  ? 

La motivation du personnel est un important facteur de 
changement . L' efficacite du personnel de sante se trouvera 
decuplee s' il trouve dans son travail un ideal, si en plus de son 
role clans les servi ces de sante il a conscience d'etre un element 
de changement, un element essentiel du developpement de la 
collectivite. Le medecin, ! ' assistant medi cal, l ' infirmier de 
dispensaire, sont encore consideres au sei n  des collectivites et 
surtout des c ollectivites rurales ou ils exercent comme des 
notables respectes et ecoutes. Ce sont des personnalites qui 
ont re�u une instruction d' un niveau superieur a la moyenne et 
qui disposent de techniques souvent efficaces. Cette position 
privilegiee dont benefi c ie le personnel de sante peut servir a 
developper la collectivite s ' il se donne la peine d' ani mer, de 
stimuler, de catalyser les preoccupat ions et les i dees nouvelles 
d ' une popul ation qu ' i l connait, qu ' i l  ecoute et cornprend mieux 
que quiconque. 11 deviendra vite le consei1ler des autorites  
locales et  des habitants et  ce  role influent peut etre un  e l ement 
decisif de changement; s '  il est assure de fa�on consc iente et 
avec devouement, il peut etre de nature a donner au personnel de 
sante une autre d imension a son action, une autre rai son de vivre, 
un autre ideal qui en valent la peine. 

En conclusion, nous rappellerons que les services de sante 
evoluent en fonction du developpement du pays, des besoins de la 
societe, des progres de la technique mais aussi en fonction des 
le�ons de !' experience dont il faut savoir tirer parti a temps 
pour entreprendre les changements necessaires . Prevoir  ces 
c hangements, les organiser, les traduire clans les faits, tel 
est le role des personnels de sante aux differents echelons, 
role auquel ils doivent etre prepares afin de ne pas se lai sser 
surprendre par l'evenement, afin d ' eviter les soubresauts des 
revolutions qui survi ennent lorsqu ' on a refuse ou trop fait 
attendre le changement. 
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Summary: 

The Member States of WHO have reached the conclusion that, if 
the objective of health for all by the year 2000 is to be achieved, 
a certain change of direction is needed in education and training. 
This change can be approached systematically by asking a series of 
quest ions. First of all ,  what are the people' s actual requirements 
Though in theory they cover 70-90% of the population living in rural 
areas, rural health services in the developing countries are often 
completely non-existent or very badly eqHipped in terms of staff, 
drugs and basic facilities. Secondly, what resources are available 
for making sure that everybody has access to basic heal th services ? 
For this an inventory of resources is essential for each sector so as 
to determine just what it is possible to achieve. Third, what are 
the priorities ? Fourth, what tasks are to be assigned to each 
person ? This planning of the activities of health personnel must 
cover the entire system, from the periphery to the centre. The 
definition of the posts and teams is closely interrelated with the 
general structure of the health system and serves as a guide to 
whether the existing staff is in a position to achieve the agreed 
objectives or whether a new type of personnel is required. 

The next question concerns the teaching itself: what are its 
aims ? These have to be geared to the acquisition by each 
individual of the necessary skills needed to cope with his task. 
Next, the syllabuses have to be established, the key criterion 
being that the training syllabus has to be consistent with the 
needs as defined, the tasks to be accomplished, and the available 
resources and facilities. The seventh and eighth quest ions relate 
to the best teaching methods and the best education aids, respectively. 
At present, training often tends to be lengthy, unrelated to l ocal 
conditions, run by a sophisticated staff, passive rather than active, 
over-loaded and so competitive as to eliminate a substantial number 
of the students. To be really effective, teaching methods need to 
take into account the interest, ability and future functions of the 
trainees and provide them with a practical apprenticeship based on 
real problems. Teach-yourself manuals are sometimes useful, 
especially when it comes to teacher-training and continuous 
education programmes, but there is much scope for improvement 1n 
this area. Lastl y, do the education and training enable the 
students to l earn what is needed, as and when it is needed, so as 
to achieve the established aims ? This entails continuous appraisal 
of each programme in order to make improvements and check that it 
corresponds to the broad lines originally laid down and to any 
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subsequent modifications. Education and training are looked upon 
as vehicl es of change that are designed to help the personnel to 
come to grips with such problems as may arise and to encourage 
them to take a fresh look at their comfortable and long established 
habits in the l ight of possibly more rat ional approaches that may 
be better suited t o  the desired objectives. 

The second part of the title places the emphasis on change 
in education and training, for the power of tradition is such that, 
for a long time, these activities have been pursued without too 
much thought being given to the kind of work that the personnel 
will subsequently be called upon to carry out. For instance, 
doctors are mainly learning to treat diseases, often quite rare 
diseases, while the major problems of public health are often 
overlooked. There is therefore a pressing need for training to 
be geared more effectively to the new objectives. 

Now that the Declaration of Alma-Ata has been adopted, the 
next step is to translate it into practical solutions. Specific­
ally, closer links must be forged between the trainers and the 
users of the personnel so as to make the training itsel f  more 
relevant to the task. At the same level, some of the staff 
(including traditional practitioners) have to be retrained so as 
t o  be more us efully employed; new staff  has to be trained , too, 
with constant attention to requirements , priorities and tasks. 
At the same time, care must be taken not to overload the system 
with too many new priorities. Either the s upply of serviced 
must be restricted or the personnel must be increased, or else 
the distribution of tasks must be reconsidered and new categories 
of staff created , if necessary. 

Under the new approach to primary health care, the doctor is 
a team leader who plans,  organizes, and follows up the programme 
at every level, for an entire sector of the country. Staff 
training, including continuous in-service training, is one of his 
chief responsibilities. As a practitioner, he will be expected 
to treat difficult cases requiring his particular skills, thereby 
complementing the work of his team. This new role calls for 
a substantial change in training programmes for doctors which, 
for the most part ,  has yet to be introduced. 

Although the problems in developed countries are naturally 
different, there is no less need for a change of approach towards 
training so as to prevent waste and improve the productivity of 
the personnel by more relevant teaching. Any modification in 
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the training of health personnel will have to overcome such 
obstacles as conservatism, red tape, the complexity of the 
process of change, lack of resources and the absence of any model 
on which the proposed changes c an be based. 

To conclude, personnel motivat ion is a major factor in any 
change. The personnel must see their role as that of an instru­
ment of change representing an essential contribution to the 
development of the community, in which they hold a privileged 
position and in which they can act as a springboard for the launch­
ing of new ideas among a population with which they are familiar. 
In this way, their influence can be decisive in any process of 
change. In practice the development of health services goes 
hand in hand with that of the country in which they operate, and 
it is the responsibility of the health personnel to foresee the 
changes that are needed, to organize them, and to see to their 
execution. The changes they bring about must be part of a 
gradual process if they wish to avoid sudden disruptions that 
occur when change is unduly delayed or resisted. 
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Sahni:  I believe this Conference is of special 
import ance s ince i t  d i s cusses some of the key i ssues facing or 
l ikely to face heal th policy-makers,  adm inistrat ors, and 
professional s  in achieving the prima ry health care goals agreed 
upon at the Alma-A ta Conference in 1978. 

I will concentrate on three point s: 

a) Approaches to hea l th care deli very in I ndia and the 
efficiency and effect ivene s s  of the relevant services. 

b) Organizational ,  manpower, and t echnological constraints  
in the effective del ivery of these services. 

c) New strategies and programmes for the effect ive delivery 
of health  services. 

According to the Alma-Ata declarat ion s igned on 12 September 
1978, primary heal th care must  be made universally accessible to 
individuals and fam i l ies  in the communi ty by means acceptabl e  to 
them, with their full part i cipat ion, and at a cost that the 
communi ty and country can afford. Prima ry health care should 
deal with  the main hea l th problems of the communi ty, providing 
promo t ive, preventive , curat ive, and reha b i l i tative s erv ic es. 
These servi ces include the promotion of proper nutr i tion,  the 
provision of safe and adequate water supplies, basic sani tat ion, 
maternal and child care and fami ly  pl anning guidance, immuniza­
tion against major infect ious diseases, prevention and control 
of locally endemic diseases, education concerning prevai ling 
health problems, and appropriate treatment of common di seases 
and inj uri es. India has accepted the challenge and adopted the 
target 'Health  for all by the year 2000 AD ' . 

Among the world's non-socia l i s t  countries, India has the 
longest exper ience in pl anning at the nat iona l l evel. In the 
pre-independence per iod, the Indian Na t ional. Congress had a 
Planning Commit tee headed by Sir  Jawaharlal Nehru. The first 
serious at tempt to work out an integrated health  servi ce system 
in India was made in 1943 , when the Government set up the Heal th 
Survey and Development Commit tee with Sir Joseph Bhore as 
Chairman. In 1946, the Bhore Commi ttee made comprehensive and 
bold  proposal s  for the devel opment of a na t i onal programme of 
heal th services. During the last 30 years, sust ai ned efforts 
have been made to impl ement i t s  recommenda t ions as well as those 
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of other committPes rn the heal th field - the Mudal iar  Committee 
( 1 961) , the Jain Committee ( 1 968), the K . N. Rao Committee ( 1 974) ,  
and the Shrivastava Committee ( 1 975).  In spite of all these 
Committees' F ive-Year Plans (and three Annual Plans) , which have 
been fairly elaborate, it is stil l difficult to say that India 
has a clearly defined national health pol ic y .  

Nevertheless, over the past 30  years or so, India has built 
up a dynamic organizational machinery for its health services, 
devel oping both manpower and heal th care technology (see Table 1) . 

The follow ing f igures for 1 9 78-79 are particularly striking: 

5096 hospitals and 12 5 1 1 d ispensaries w ith 4 9 5  871 beds 

106 medical coll eges with an annual admission capacity 
of 1 3  000, and 1 08 non-all opathic medical colleges with 
an admission capac ity of 41 99  

5400 primary health centres and 38  1 1 5  subcentres 

178 000 doctors, 1 1 3  4 5 5  nurses, 57 650 auxil iary nurse­
midwives, 32 600 health assistants, 1 4 5  434  registered 
homoeopaths, and 271 637 registered practitioners in 
Indian systems of medicine. 

At the same time, India's popul a t i on ha s i ncreased from 
360 million to 650 mill ion . 

In spite of these impress ive results, it is cl ear that there 
are still probl ems, notably those of the availability and afford­
abil ity of health services. Major critic isms are: 

Rural India, which contains 80% of the country's popula­
tion, is not receiving health services to the desired 
level, even 27 years after primary health centres were 
introduced. Indeed, 60% of the 20% of the urban popula-
tion still living in urban slums also receive health 
s e rvices  b e l ow the des ired level. 
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Table 1. Development of hea l th and medical fac i l i ties, Indi a. 

1951-56 1978-79 

Populat i on 360 million 650 million 
Life expectancy: 

Males 41. 9 
40. 6 

Eospitals 
Dispensaries 
Beds (al l  types) 
Medical colleges 

Annual admission 

125 000 
42  

3 500 
Doctors 65 000 
Nurses 1 8  500 
Primary Health Centres 67 
Subcentres 
Aux i l iary Nurse-

M idwives 12 780 
Health Assistants/ 

Sanitary 
Inspectors 4 000 

Ayurvedic colleges 
Admission capacity 

Unani  co 1 1  eges 
Admission capacity 

Sidha colleges 
Admission capacity 

Registered homoeopaths­
Indian systems of 

medicine: register-
ed pratitioners 

5 2. 6 
51. G 

5 096a 
12  51 1 a 

495 371a 

106 
1 3  000 

1 78 000 
1 1 3  455 

5 400 
38 1 1 5  

5 7  650 

32 6oob 

93a 
3 664 

14a 
485  

1a 

50 

a 1977 figure b 1974 figure 

Population per unit 

1977-78 

5. 98 mil lion 

3 730 
5 870 

11 000 

18 000 

14 5 434a 

271 63 7a 

Norms re­
commended 

by Mudaliar 
Committee 

1 231  

3 500 
5 000 

5 000 

10 000 
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Medical education and health needs and services have been 
developing in isolation, with over-reliance on curative 
services that are urban, hospital-based, and disease­
oriented, meeting the needs of privileged groups only and 
usi ng sophisticated technology. As a result, 80% of the 
financial and manpower resources in the health sector are 
spent on hospitals in the urban areas. 

Vast numbers of people are dying for lack of even the 
simplest measures of health care, many others have 
serious physical and mental impairments. The principal 
causes of morbidity are malnutrition, vector-borne, 
gastrointestinal, and respiratory diseases, themselves 
the result of poverty, squalor, and ignorance. Diseases 
in women are related to deprivation, unregulated fertility, 
and exhaustion, all of which have effects on unborn and 
newborn children. Between 1 961 and 1977, the annual 
figure for deaths from malaria in rural areas rose from 
49 4 5 1  to 4 565 5 1 7 ,  and Table 2 shows that 50% of deaths 
in these areas are due to simple preventable ailments. 

The main obstacle to the achievements of targets and the 
expansion of resources in villages and slums has been lack of 
funds. Health and education are part of the social services, 
which have been receiving the lowest priority in financial alloca­
tions. The First Five-Year Plan set apart only 3.3% of its 
budget for health  and family welfare, and this proportion has 
progressively decreased as shown in Table 3, amounting to only 
1. 8% in the Fifth Plan. 

For the period of the Sixth Plan ( 1 978-79) , only 2 . 4% (Rs 2 8 1 0  
million) o f  the total plan investment was allocated for health and 
family welfare. Recent reports indicate that the allocation for 
centrally sponsored schemes in the Sixth Plan budget has been cut 
from Rs 13 1 9 0  million to Rs 1 1  4 4 5 . 3  million - a 13% decrease. 

Table 4 shows that manpower availability and expenditure in 
the health field are lower in India than in neighbouring countries. 
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Table 2. Deaths in rural areas by major groups of causes, India, 
1970-74 . 

Percentage of all deaths 

Cause group 1970 1974 

Coughs 24.0 20. 5 
Fevers 14.9 1 2.6  
Digest i ve disorders 8.7 9. 7 
Circula tory troubles 2.8 7.1 

50.4 49.9 

Table 3. Pattern of public investment in different development 
plans in India. 

First P l an 
Second Plan 
Third Plan 
Annual Plans 
Fourth Plan 
F ifth Plan 

Sixth Plan 

Plan 

( 1951-56) 
( 1 9  56-61) 
( 1 961-66) 
( 1966-69) 
( 1969-74) 
( 1974-78 
1974-75 
1975-76 
1976-77  
1977-78 

( 1 978-79) 

Health a 

Rs (millions) 

652  
1 408 
2 2 59 
1 402 
3 3 5 5  

852 
1 181 
1 402 
1 849 
2 8 1 1  

( 3.3) 
( 3.0) 
( 2.6) 
( 2 . 1) 
( 2. 1 )  

( 1. 7) 
( 1.8) 
(1. 7) 
( 1. 9) 
( 2.4) 

Total Investment 

Rs (millions) 

19 600 
46 720 
85 7 6 5  
66  254 

157 788 

'.iO 386 
64 961 
80 705 
99 654  

11 6 493 

a Figures in parenthese indicate the investment in health as a 
percentage of total investment . 

Source : Pocket book of health statistics of India. New Delhi ,  
Ministry of  Health and Family  Welfare, 1 978. 
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To achieve the objectives of the Alma-Ata Conference, 
higher allocations of the plan budget will have to be made to the 
health field. Health experts have stressed that a minimum level 
of 10% of the Sixth Plan outlay (or Rs 7 1  000 million) should be 
recommended for the health and family welfare programmes. Where 
can the extra Rs 59 5 54.7  million come from ? The A lma-Ata 
Declaration provides the answer: 'A genuine policy of independ­
ence, peace, detente and disarmament could and should release 
additional resources that could well be devoted to peaceful aims 
such as acceleration of social and economic development. ' How­
ever, I doubt that Indian policy-makers will be prepared to 
divert a part of the defence budget to the development of a 
better health care infrastructure. 

Table 5 presents the health sector outlay for 1978-79. Only 
meagre sums are available for preventive programmes and rural 
health programmes. 

The population in 2000 AD will be approximately 920 million, 
674 million of whom will be living in rural villages. Assuming 
that the urban population is taken care of by hospitals and private 
practitioners, how best can health and family welfare services be 
delivered to this vast rural population ? 

Table 4 presents the doctor: po�ulation and nurse : population 
ratios in India compared with those in neighbouring countries. 
It is clear that, with the exception of Bangladesh and Thailand, 
India has the most unfavourabl e  doctor : population ratio and, with 
the exception of Bangladesh, the most unfavourable nurse: population 
ratio. 

Table 6 shows the health manpower needed to achieve primary 
health care objectives by the year 2000. In India today there 
are approximately 178 000 doctors. Data on their utilization 
are incomplete, but the 1971 census gives a rough idea of it: 
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Employment sta t us of doctors 

Employees (public and private  
sectors) 

Self-employed 
Unemployed 
Others (including tra inees, 

retired, etc. ) 

Male 
(%) 

54. 3 
25 . 0 

4. 2 

1 6. 5  

INVITED DISCUSSION 

Female 
(%) 

56. 5 
16. 9 

8. 4 

18. 2  

Both sexes 
( % )  

54. 7 
23. 5 

4. 9 

1 6 . 9  

Only a quarter are self-employed, t h e  majorit y  being in 
salaried jobs; a sizeable number are unemployed. 

Table 4. Health manpower availability and hea lth expenditures in 
India and neighbouring countries, 1974-76. 

Heal th Expend i-

Country 
Popul ation Population ture as % of 
per doctor per nurse total government 

expenditure 

India 4 036 6 336 3. 5 
Bangladesh 1 4  808 42 298 4. 7 
Mongolia 508 271  10. 0 
Phillipines 2 6 7 0  1 961  
Singapore 1 759 707 
Sri Lanka 4 000 2 333 6. 0 
Thailand 8 45 5 3 341 5. 1 
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Table 5 .  Health sec t or outl ay , India,  1 978-79 

Purely Centrally States and 
Programme Union Total central sponsored territories 

Rs (millions) 

Rural health 3 1 5. 7 397 . 2  7 1 2. 9 
Hospitals and 

dispensar ies 74. 8 396.8 4 7 1. 6 
Medical educat ion 

and research 84. 8 290.0 374. 8 
Training 0. 2 0. 3 1 8. 4  18.9 
Control/eradicat ion 

of communi ca"r t e  
diseases 11 .  3 914. 4 91. 3 101 7.0 

Indian systems of 
medicine and 
homoeopathy 36. 4 6. 5 72. 7 1 15 .  6 

Other programmes 1 2. 3  8.1 56.0 7 6.4 
Employee State 

Insurance Scheme 23.9 23.9  

Total 2 19 . 8 1 245 . 0  1 346. 3 2811.1 
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Table 6. Health manpower requirements for meeting A lma-Ata 
obj ectives, India 

Requirement Requirement 
Present in 1979 as in 2 000 as 
number per stated per present 

norms norms 

Estimated population 
(rural and urban) 650 million 920 million 

Doctors 178 000 184 800 262 000 
Nurses 1 13 455  129 356 183  400 
Auxiliary nurs e-

midwives 5 7  654 129 356 183  400 
Health supervisors 8 200 20 697 26 960 
Mul tipurpose workers ? 1 03 484 134 800 
Community level health 

workers 66 5 79 5 1 7  423 674 000 
Trained dais * 46 748 517 423 674 000 

* Dais are local health  workers assisting in the maternity and 
child welfare work. 

India has an average doctor : populat ion ratio of 1 : 4000, but 
the distribution is very biased, ranging from 1 : 500 in urban 
areas to 1 :  16 000 or 1 :  20 000 in rural areas. 

The number of dental surgeons in the country 1s  estimated at 
a lit tle over 10 000 i. e. a ratio of 1 : 60 000 population. The 
norm worked out by the Dental Council of India is 1 : 30 000. 
A large-scale expansion of dental t raining f acilities wil l be 
required to achieve this ratio. 
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The estimated number of nurses is 178 000, giving a ratio of 
1 : 6000. The norm recommended by the Mudaliar Committee is 
1 : 5000. The desirable ratio of doctors to nurses is consider­
ed to be 1 : 3. But in India the ratio is reversed, being 
about 1 . 7 : 1 .  The number of  qualified nurses will have to be 
increased. The schools of nursing can take in many more students. 

At present there are 8200 health visitors and heal th super­
visors, whereas 26 960 are required. 

At present there are 57 654 auxiliary nurse-midwives. To 
provide the target of one per health subcentre of 5000 people, 
183 400 will be required. 

In 1970, there were 5271 registered pharmacists. According 
to the Mudal iar Committee, the norm shoul d be 1 : 10 000 popula­
tion, i. e. , 92 000 pharmacists by the year 2000. 

These are enormous gaps to be filled and large numbers of 
other health workers such as public health nurses, health 
educationists, physiotherapists, occupational therapists, multi­
purpose workers, vaccinators, sanitarians, medicosocial workers, 
etc. are also needed if health care is to make effective headway. 

Health is part of overall planning but its implementation 
is the responsibility of the various States. The structure is 
as fol lows: 

Ministry of Health and Family Welfare (central l evel ) 
Directorate General of Health Services ( central level )  
Directorate o f  Health Services (State level ) 
District Health Office. 

The above structure is for planning and programming. The 
actual delivery of health services, following the pattern suggest­
ed by the Bhore, Mudaliar, and J ain Committees, is as fol lows: 

Regional/Teaching Hospital (assisted by special hospitals) 
District Hospital 
Taluka/Tehsil Hospital 
Primary Health Centre 
Subcentres. 

Even if the above machi nery were effective the primary 
health centres, subcentres, and beds are too few in number to 
achieve the primary health care goals (see Table 7), and these 
shortfal ls will present a serious problem to policy administrators 
for the next two decades. 
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Table 7. Health infrastructure requirements for the year 2000, 
India. 

Primary health 
centres 

Subcentres 
Beds 

Present 
number 

5 400 
38 1 15 

4 9 5  871 

Requirement 
in 1979 as 
per norms 

1 2  9 2 5  
5 1  742 

646 779 

Requirement 
in 2000 as 
per norms 

16 850 
67 400 

9 17 100 

The machinery, however, is ineffective. Many States do not 
agree with the planning policies of the Central Government, and 
thus there are vast differences in the programming and delivery of 
services. Owing to lack of delegation, inadequate staffing at 
various centres, frequent transfers, and rigid rul es and proced­
ures, the staff is often dissatisfied and demotivated. As a 
result, the machinery is not adaptable and flexible enough to meet 
tomorrow's needs. The people are not involved in decision-making, 
and as a result programming is ineffective. The urbanized trained 
personnel find it difficult to adjust to local resources, and as 
a resul t lack acceptabil ity and confidence. 

Education and training programmes, both undergraduate and 
postgraduate, are said to be irrelevant to local health needs and 
aspirations. The health professionals, particularly those trained 
as specialists, prefer to do the work they are trained for rather 
than meet basic national health needs. Higher education tends 
to create a communication gap between professional personnel and 
primary health workers, as well as between the professionals and 
the unsophisticated people they should serve. 

The established health associations, medical education 
associations, and professional institutions and organizations 
tend to resist changes such as the introduction of national 
health services, the training and employment of new categories 
of health manpower, and a greater role for primary health, and 
multipurpose heal th workers. Whatever the motives of these 
organizations, to defend their own interests or preserve cherished 
traditions, their resistance to change has seri ous repercussions 
on health plans, programmes, and pol icies. As a result, the 
multipurpose workers trained find it difficult to util ize their 
skill s. 
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There are many measures that could be taken to improve the 
delivery of health services in Indiu. Some of these are l isted 
below. 

Changes shoul d be made in the political machinery so t hat 
professionals from various disciplines can be draf ted to, or 
selected for service in, various minist ries, in order to fac ili­
tate more professional planning and programming. 

All health professionals, at various l evels of the hier­
archy, should commit themselves to health educat ion for preventive 
health c are for the next few years. 

District and Taluk heal th profiles need to be prepared 
immediately for effec tive health planning and programming. 

Health personnel at the peripheral level need to be given 
more authority, if they are to be responsive to the health needs 
of the community. 

The budget allocated for training of health personnel 
(see Table 5) is very low - only Rs 1 890 mill ion for 1978-79. 
Large numbers of personnel have to  be t rained to meet the chang­
ing health requirements, and a l arger budget is needed. 

Under the community health workers' scheme, about 70 000 
such workers have completed their training. The entire community 
is expec ted to be covered by 1982-83. The question is whether 
these personnel w ill be able to work as a team with the Primary 
Health Centres so as to fulfil their roles effectively. 

We have over 1 400 000 trained teachers in the country. 
They are the best agents of social change and should be encouraged 
to conduct health education courses in schools and extension courses 
in v illages. They constitute the best resource for preventive 
health programmes. The Jarnmu and Kashmir Government has used 
them very successfully in its health educat ion act ivities. 

Incentive schemes (both monetary and non-monetary) shoul d 
be initiated so that decision-makers (social workers, doctors, 
administrators, etc. ) are rewarded if they pursue effici ency and 
penalized if they misuse scarce resources. 

Medical and heal th professional s have tremendous power to 
influence and change. They can be very effective agent s  of change 
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in rural socioeconomi c  development. Apart  from tra i ning in  
medi c i ne, tra ining in soc i a l  d i sc iplines can help them perfonn 
this role, for wh i ch motivat ion and h i gh comm i tment are the 
necessary t ools. 

In order to make the best use of the ava ilable manpower, 
the act ivities of all practi t ioners of the indigenous systems of 
med i c ine should be correlated with those of the hea lth care 
delivery system in the country . 

In conclusion, pri mary heal th care requires the devel opment, 
adaptation, and appl icat ion of appropri ate health technology that 
the people can use and afford, incl uding an adequate supply of 
l ow-cost, good quali ty essent i al drugs, vac c ines, b iolog i cals, and 
other suppl ies and equipment, as wel l as eff i c i ent suppor t i ve 
heal t h  care fac i l i t ies, such as health centres and hospi tals. 
These fac i l i t ies should be reoriented to the needs of primary 
heal t h  care and adapted to the soci oeconomi c  environment. 

Jacobsen: My contribution to th is conference w i ll be 
to describe a relatively recent administrat ive proposal ,  from the 
Norwegian Ministry of  Health and Welfare, that the cost of doct ors' 
prescript ions under the drug rei mbursement scheme should not exceed 
the cost of the cheapest generic produc ts on the market. 

The soc ial subcommi ttee of Parl i ament endorsed th i s  proposal ,  
and in  due course recommended that Par l i ament shoul d d o  so, whi ch 
it did on 8 December 1 978 .  The proposi t ion impli ed coverage of 
the cost of the cheapest variant only under the reimbursement 
scheme, whi ch in Norway covers about 60% of the nation's drug b ill. 
Nei ther the social subcommi ttee, nor Parli ament, had at  hand any 
evidence that could explain how such a measure could save 
NKr. 50 mill ion 1 in one year, far less whether the measures 
proposed might not lead to untoward effects on the pat ients 
concerned . 

The b i l l  was ready for i mplementat ion as of 1 January 1979. 
Its origin  and objective are clear from the budget statement:  
' There is increasing concern about the steadily  r ising drug 
expenses, and these shoul d be cut . '  

l 1 NKr. approx. $ 0 . 2 0. 
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Table 1. Public drug expenses, Norway, 1974-1 980 

1 974 
1975 
1976 
19 77  
1 978 
1979 
1 980 

Amount 
reimbursed 

Annual 
increase 

NKr. (mill ions) 

2 5 5  
3 2 1  66 
381 60 
444 63 
510 66 
517 7 
551 34 

Percentage 
increase 

( % )  

25. 9 
21. 8 
16. 5 
14. 9 

1. 4 
6. 6 

Very seldom in Norway has a parliamentary bill met with such 
unanimous opposition from all interested part ies. Representa­
t ives of the medical profession, pharmacists, the National 
Reimbursement Institution, and t he drug industry all protested, 
and representatives of the national drug control body po inted to 
the negat ive implicat ions of the draft text. These parties 
created a massive l obby, to convince the authorities and the 
politicians that the b ill had to be amended. 

Table 2. Public health care costs relat ive to gross national 
product (GNP),  Norway, 1 971-78 

1 9 71 19 76 1977 1978 

Total public health 
costs in NKr. 
(mill ions) 4 83 2 1 2  336 14  473 16 564 

Per capita GNP in 
NKr. 1 230 3 084 3 618 4 1 41 

Total costs relative 
to GNP 5 . 4  7. 3 7. 6 8. 0 

Drug sales relative 
to GNP 0. 59 0. 60 0. 61 0. 61 

Drug sales relat ive 
to costs of  
health care 10. 9  8. 3 7. 9 7. 5 
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The first obvious misconception underlying the proposit ion 
is that the drug bill  has been increasing, whereas in rel ative 
terms it has been decreasing. The absolute increase has been 
about NKr. 66 mil l ion annua l l y  over the last few years, which 
means a constant relative decrease in drug expenditure over the 
last ten years. A drastic cut in the drug bill  was nevertheless 
proposed, al lowing an increase from 1978 to 1979 of onl y  
NKr. 7 million, whereas the increase in outlay on drugs normal l y  
should have been about NKr. 60 mil l ion. These savings were 
supposed to be achieved by l imiting prescriptions to generic drugs. 
However, less than 10% of the 2000 registered drugs on the market 
had a generic equiva lent that was cheaper than its origina l 
counterpart. Thus, even if a l l  doctors rea l ly prescribed the 
cheapest a lternative, onl y  about NKr. 1 1  mil l ion could be saved 
annual l y. 

These possible savings were offset by the confusing effects 
a change of therapy could have on patients. Not only was there 
an important problem of bioequivalence, but also a significant 
problem of drug defaul t, today representing about one-third of all 
prescriptions in the country. It was ca l culated that the extra 
explanations in general practitioners ' surgeries, and the extra 
hospita l izat ion due to problems of bioequival ence fol lowing 
changes of medication, would cost about NKr. 33 million. 
Representatives of the medical profession also pointed to the 
fact that the proposal  could lead to changes from wel l establ ish­
ed medication to much costl ier treatment, such as hospitalization. 
In addition, there were the uncalculated extra costs arising at 
the pharmacy level from changes of medicat ion, incl uding discuss­
ions with patients, doctors, and the National Insurance District 
Offices, and extra administrative costs at the District Offices 
themselves. The drug industry pointed to the negative impact 
such a scheme would have on the industria l return on investment, 
at both the national and the international levels. 

To summarize: 

The budget proposed savings on drugs representing 
NKr. 50 mil l ion. 

The proposed scheme could never save more than 
NKr. 11 mil l ion. 

Extra administrative costs linked to the implementation 
of the proposed scheme would represent NKr. 33 mil lion. 
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Uncal culated costs  would be incurred a t  the pharmacy 
and National I nsurance levels. 

There would be unt oward effects on the  drug indus t ry' s 
return on investment. 
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The minimum loss due to the scheme would be NKr .  22 mi l lion . 

Members of Parliament cont acted  during the winter and spring 
of 1979 were shocked when confront ed with these facts and figures. 
Nearly al l of them excused their passing of the bill by lack of 
information and heavy workload. 

More recently, the Ministry of Health and W el fare, in a 
circular let ter, asked doctors to be cost-conscious when prescrib­
ing drugs, and to assess whether on medical ground they could 
prescribe a generic alternative. It remains to see what effect 
this let ter will have. Personally I do not think it will have 
much effect on the drug bill. Prescribing habits are hard t o  
change. And I also think there are good reasons t o  look at other 
cost elements in the health field if one wants to save large sums 
of money, for drugs account for less than 8% of our health care 
costs. 

However, the important point in this Norwegian example is that, 
despite a lack of any evaluation of the economic effects of the 
proposal and t he subsequent lack of information t o  Members of 
Parliament, it was endorsed almost unanimously (only two dissenting 
voices ) in December 1978. 

The latest news in the reimbursement field for 1 980 is t hat 
the Ministry of Healt h  and Welfare will probably ask Parliament to 
adopt a budget under which patients must pay a part of the bill, 
even for drugs coming under the reimbursement scheme. That is 
probably a good thing. It wil l make patients cost-conscious, in 
a country where everybody expect s health care to be able to draw 
on unlimit ed resources and services to be available without cost. 
However, the Ministry suggested at the same time that no new drugs 
should be added to the reimbursement list during 1980. This means 
t hat a lot of patients in Norway will not benefit from therapeutic 
drug developments in 1980. Already many people, including doctors 
and economists, have questioned the rationale for such a prorosal. 

All devoted professionals should make a point of ensuring that 
as much information as possible is avail able and readily comprehens­
ible to administ rators and to politicians to enable them t o  take 
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well-founded decisions. To this end, much greater attention t o  
research and information i n  t he field o f  health economics is 
needed in t he years to come. 

Hodgson: A recurring theme at this conference is the 
need to utilize limited resources as effectively as possible in 
both developed and developing countries. Professor Abel-Smith 
describes t he fundamental economic problem as the maximization of 
the health improvemen t  that can be obtained from a given level of 
expendi ture. Similarly, Dr Sebina sees a common goal among all 
countries with respect to t he health status of their populations, 
which is 'to maximize the benefits derivable from limited 
resources' . Knowledge of the economic costs of illness in terms 
of the value of the resources used for diagnosis, treatment, and 
rehabili tation, and of the resources lost due to morbidity, dis­
ability, and premat ure mortality, is essential t o  the evaluation 
of alternative demands on scarce health resources and the attain­
ment of economic rationality in health service policy, planning, 
and management .  

In t he aggregate, amounts spent for medical care are import­
ant in assessing, for example, inflation in medical care prices 
and the proportion of the gross national product (GNP) devoted t o  
health care. I t  i s  also necessary, however, t o  take disease­
specific economic costs int o  considerat i on. I llness costs are 
helpful in measuring the impact of diseases on the use and loss 
of resources and are used in cost-benefit and cost-effectiveness 
analyses and other procedures to determine priorities for re­
source allocations and guide government policy decisions. The 
specification and quantification of the economic cost s  of disease 
promote more rational decision-making and are import an t  for 
allocating scarce resources within t he health sector and among 
different sectors of the economy. 

Costs stemming from illness and disease include the values of 
resources used (direct cost) or lost (indirect cost) ,  costs outside 
the health  sect or, social costs, and overall increases in costs 
t hroughout the economy. A brief description of these different 
t ypes of cost follows . 

A. Direct costs of diagnosis, treatment ,  continuing care, 
rehabilitation, and terminal care include: expenditures 
on hospitalization; outpatient clinical care; nursing 
home care; home health care; services of primary 
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physicians and specialist s ,  dent ists ,  and other 
professionals; drugs and drug sundries; rehabilita­
tion counselling and other rehabilitation costs such 
as those for prostheses and appliances to overcome 
illness-related i mpainnents. 

B. Indirect costs result from losses in output, as time 
is lost from work and housekeeping b ecause of morbidity 
and premature mortality. The measure of output loss 
is earnings and the imputed market value of housekeeping 
services. Illness may also adversely aff ect productiv­
ity, in addition to causing time to be l ost from work. 
Illness may lessen productivity at work ,  and absenteeism 
may increase the costs of production r esulting in a 
d ecline in the value of output per unit of input. 

C. Direct costs outside the  health sector borne by patients 
and other individuals include costs of transport to 
health providers, certain household expenditures , costs 
of r elocation (moving expenses) , and certain property 
losses. Transport costs could be incurred not only 
for local transpor t  to hospitals, clinics, physicians, 
etc. , but also for transport to other areas, including 
out-of-area living costs. Illness in a family can 
involve it in a great d eal of expense, incl udi .ng the 
cost of household help for cleaning , laund ering, cooking , 
and babysitting; special diets; special clothing; 
items for rehabilitation and comfort such as exercycles ,  
etc. ; alterations to property such as the installation 
of elevators and other special facilities; and vocation­
al, social,  and family counsel ling services. The 
property losses include d estruction of property resulting, 
for example ,  from alcoholism and alcohol abus e (road 
accidents) and criminal activity due to d rug addiction. 
In addition,  property may l ose value because of risks t o  
h ealth due to environment al conditions such as air and 
water pollution or the proximity of solid waste areas or 
of nuclear power plants. Other costs originating in 
disease or illness are expenditure on retraining or 
reeducation , and free  or reduced-fee  c are provided as 
charity by hospitals and other institutions , physicians , 
family , and friends. Indirect  costs include the time 
spent visiting physicians , other h ealth professio nal s ,  
and hospitalized persons by patients and/or f ami l y  
members , and time lost from work by family members when 
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someone in the famil y is ill. Unwanted job changes and 
loss of opportunities for promotion and educ ation due to 
illness may reduce product i vity and result in indirect 
costs. 

D. Social costs take the form of a wide variety of psycho­
social deteriorations resulting f rom illness and disease. 
Victims of disease, their children, spouses, and siblings, 
their f riends and co-workers, and care-givers may all be 
affected. Disease may bring about personal catastrophes 
that are not reflected in the direct and indirect economic 
costs usually estimated f or a specific disease, although 
some social costs may increase both the direct and the 
indirect costs pertaining to different diseases. A 
victim may suffer as a result of loss of speech or a part 
of the body, disfigurement, disability, the sense of 
impending death, pain, and grief. He and those around 
him may be forced into economic dependence and soci al 
isolation, unwanted j ob changes, loss of opportunities 
for promotion and education, relocation of living quarters, 
and other undesired changes in life plans. The environ­
ment created by illness often induces anxiety, lowered 
self-esteem, reduced sense of well-being, resentment, and 
emotional problems that often require psychotherapy. 
Problems of living may develop, leading to family conflict, 
antisocial behaviour, and suicide. The victim and others 
may experience marked personality changes and reduced 
sexual function. Disrupted development and delinquency 
may occur among children. The quality of life may be 
reduced beyond the restorative capability of current 
rehabilitation efforts. The combination of financial 
strain and psychosocial problems is especially devastating ,  

E. Both in the short run and the long run, illness and disease 
have a significant impact on costs throughout the economy. 
In 1978, the USA spent $ 192 b i llion, or 9. 1 %  of GNP, for 
health care (5) . Resources used for health care are 
diverted from other uses. The allocation of resources 
has repercussions on employment, inve::;tment productivity, 
prices, and distribution of GNP in the health care sector 
and other sectors of the economy. The level of morbidity 
and mortality has cumul ative long-run effects through the 
size of the work-force and the resul ting economic inter­
actions (8) _ To estimate the impact of such factors, it 
is necessary to understand the primary and secondary 
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relationships and i nterplay between disease and economic 
variables. 

Current methodol ogy and data permit the estimation of only 
a portion of all the costs incurred in the USA as a result of 
ill ness  and disease. The greatest progres s has been made with 
res pect to direct and indirect economic costs related to treatment 
(2) . But, even in this area, gaps remain and lifetime costs are 
not known for many diseases. As  regards social costs and primary 
and secondary costs throughout the economy, only a scant beginning 
has been made. If health costs are to be estimated reasonably 
completely, and with confidence, a determined effort must be made 
to improve existing methodol ogy and data bases and develop new 
ones. 

Table 1 i l l ustrates the current capability for estimating 
direct economic costs in the USA, by type of medical care expend­
iture, for all  diseases in the aggregate and for specific diseases , 
such as neoplasms. Tab l e  2 shows indirect economic costs in the 
fiscal year 1975 resulting from the cessation or reduction of 
productive activity due to morbidity and mortality, including the 
present discounted value of future output lost because of 
premature mortality. Los ses resulting from morbidity can be 
estimated for the currently employed, females keeping house, those 
unable to work, and the institutionalized population. Table 3 
shows that certain direct and indirect economic costs can be 
estimated for more specific disease categories, such as selected 
cancer sites, as well as for broad disease clas sifications such 
as ' A l l  neoplasms'. 

In addition to neoplasms, direct and indirect economic costs 
have been estimated for the fol l owing disease categories (2, 10) : 

Infective and parasitic diseases 
Endocrine, nutritional,  and metabolic diseases 
Diseases of the blood and blood-forming organs 
Mental disorders 
Diseases of the nervous system and sense organs 
Diseases of the circulatory system 
Diseases of the respiratory system 
Diseases of the digestive system 
Diseases of the genitourinary system 
Pregnancy, childbirth, and the puerperium 
Disease of the skin and the subcutaneous tissue 
Diseases of the musculos keletal system and connective tissue 
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Congenital anomalies 
Accidents, poisonings and violence 
Other 
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For the nation as a whole, across the broad spectrum of  
disease categories, current methodology provides an est imate of 
the d irect and indirect economic burden resulting from the preval­
ence of disease during a given period of time, most often a year . 
In add ition to costs assoc iated with the prevalence of disease, it  
may be important to  know the cost per case of  disease from onset 
until cure or death. This makes it possible to measure the sav­
ings or benefits to be gained by preventing a new case of disease. 
The reduction in health costs resulting from increment al changes 
in cond itions that lower the inc idence of disease can then be 
determined. These costs are d ifficult to estimate, however, as 
they require· knowledge of the l ikely course of a disease, the 
medical care that will be used, the amount of disability and 
debility, the t ime between onset and death or cure, and the impact 
of morbidity and mortality on earnings. These factors vary great­
ly, even within a specific disease category - for example, in the 
case of cancer, they will depend on organ site, histological type 
of cellular change, and stage of disease development when treat­
ment commences. Attempts to estimate costs per case of a disease 
are hampered by limitat ions of data and knowledge. 

In estimating the economic burden resulting from the preval­
ence of disease, the present d iscounted value of future losses due 
to mortality, and morbidity when appropr iate, are calculated. In 
estimating the economic burden associated with the incidence of 
d isease, or the lifetime costs of a disease from onset until  cure 
or death, the present value of future direct costs must also be 
calculated. For any new case of a disease, both direct and 
indirect costs may occur in subsequent years, as the patient may 
require treatment and lose time from work for a number of years. 
The total cost is the sum of the present discounted values of all 
direct and indirect costs due to morbidity and mortality. 

Some costs outside the health sector can be est imated, 
although, g iven the data available, not necessar ily for specific 
diseases. Although not a complete evaluat ion, a recent study 
found that such costs add at least 1 2Z to total direct and 
indirect econom ic costs (9) . These costs are substantial and 
form an important part of costs stemming from illness and disease. 
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Table 1. Estimated direct expenditures, with percentage 
distribution, for all diseases and neoplasms, and expenditure 
for neoplasms rel ative to all diseases, by type of expenditure, 
USA, fiscal year 1975. 

Expenditure for 

All diseases a Neoplasms 
Neoplasms 

Expendi- Expendi- relative 
Type of Dist ri- Distri-

ture in ture in to all 
expenditure 

US$ 
but ion 

US$ 
but ion diseases 

(mill ions) ( % )  (mill ions) ( % )  ( % )  

Total 99 373 . 2  b 1 00. 0 5 278. 9 1 00. 0 5. 3 
Hospital care 46 4 1 4. 9 46. 7 4 1 34. 2 78. 3 8. 9 
Physicians' 

services 22 099. 9 22. 2 671. 2 1 2. 7 3. 0 
Other profess-

ional s ervices 1 453. 5 1. 5 SO. I 1 . 0  3. 4 
Drugs and drug 

sundries 10  604. 9 1 0. 7  202. 7 3 . 8  1 .  9 
Nursing home 

care 9 000. 0 9. 1 220. 7 4. 2 2. 5 
Dentists' 

s erv ices  7 500. 0 7. 5 
Eyeglasses and 

appliances 2 300. 0 2. 3 

a Based on US Social Security Administration' s preliminary estima t es 
for fiscal year 1975. 
b Exclud es unallocated expenditures for prepayment and administra­
tion, government public hea l th activities, other health services, 
research, and construction . 

. .  . Not applicable. 

Source: Paringer, L.  & Berk, B. ( 1 0 )  
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Tab l e  2 .  E s t ima t ed ind i rect  c o s t s and percentage d i s t r i b u t ions of al l d i seases and 
neoplasms by d i s count rat e ,  ac cord ing to t ype of  c o s t  and demog raph i c  charac teri s t i c s ,  
USA , f i scal yea r 1 9 7 5 .  

Ind i r ect costs  

D i sease category, 10% d i scount 6% d i scount 
type o f  co st ,  

Dis tribu tion D i s tribution and demographic Amount Amount 

charac t er i st i c s  in by type by demographi c  i n  by type by demographic 
US$ of cost charact eris t i c  US$  of  co s t  charac teri s t i c  

(mil 1 ions) (%)  (%)  (mil 1 ion s )  (%)  ( % )  

All  d i seases 
To tal a 1 20 375  100 . 0  1 4 5  774  100 .0  

Mo rb i d i ty 57  846 48. 1 100 .0  57  846 39 . 7  1 00 . 0  
Currently 

empl oyed 2 1  303 1 7 . 7  3 6 . 8  2 1  303 1 4 . 6  36 . 8  
Femal es keep ing 

house 4 3 84 3 . 6  7 . 6  4 384 3 . 0 7 . 6  
Unab l e  to work 24 4 10  20 . 3 4 2 . 2 24 410 1 6 . 7  42 . 2  
Ins t i tu t ion-

al i zed 7 7 50 6 . 4  1 3 . 4  7 750 5 .  3 13 . 4  
Mortal i ty 62 529 51.  9 100 .0  87  925 60 . 3  1 00 . 0  

Ma l e  44 210 36 . 7  70 . 7  62 328 42 . 8  70 . 9 
Female 1 8  3 18  1 5 .  2 29 . 3  2 5  598 1 7 . 6  29 . 1  

Neopl asms 

To ta 1 a 1 3  654 100 . 0  1 7  0 79 100 . 0  
Mo rb i d i ty 1 105 8. 1 100 . 0  1 105  6 . 5  100 . 0  

Currently 
employed 422 3 . 1  38 . 2  4 22  2 . 5  38 . 2  

Femal es keep ing 
house 194  1 .  4 1 7 .  6 1 9 4  1 . 1  1 7 . 6  

Unab le  to work 440 3 . 2  3 9  . 8  4 40 2 . 6  39 . 8  
Ins t i tu t ion-

al i zed 49 0 . 4  4 . 4  49 0 . 3  4 . 4  
Mor tal i ty 1 2  549 9 1 .  9 100 .0  15  9 7 4  93 . 5  100 . 0  

Mal e  7 508 5 5 . 0  59 . 8 9 454 55 . 4  59 . 2  
Female  5 04 1 36 . 9  40 . 2  6 520 38 . 2  40 . 8  

No t app l i cab l e .  

a Numbers  and percentages may not add up to totals because  of round ing . 

Source : Pa r inger, L .  & Berk, B .  ( 10 )  
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Tab le 3 .  Costs  relating to neopl asms : es tima t ed expenditures , 
with percentage dist ribut ions , for short-s tay hosp i ta l  care and 
physic ians ' services , and indi rect cos ts of mortal i ty at 6% and 
10% d i scount rates ,  according to s i te or type ,  USA, cal endar 
year 1 9 7 7 .  

S i te  or type 
of neoplasm 

Costs 

A l l  s i t es a 

Diges tive organs 
Respiratory organs 
Skin 
Brea s t  
Female  genital  o rgans 
Male gen i tal organs 
Leukaemia 
A l l  other mal ignant 

neoplasms 
Benign and unspec i f ied 

neoplasms 

Distribution 
A l l  s i t es a 

Digest ive organs 
Re spiratory organs 
Skin 
Breast 
Female geni tal o rgans 
Ma l e  genital  organs 
Leukaemia 
All  o t h e r  mal i gnant 

neopl asms 
B enign and unspec ified 

neoplasms 

Expendi tures for 

short s tay 
hospi tal  

care 

phys icians ' 
s ervi ces 

Indirect costs of  
mo rtal i ty 

6% 10% 
d is count di scount 

(Amount in US $ mil l ions ) 

5 768 . 1  1 560 . 7 18 842 . 1  14  845 . 6  
9 5 6 . 0  1 4 3  . 0  3 822 . 2  3 1 28 . 0  
632 . 8  9 7 . 7  4 9 52 .  3 4 090 . 7  
1 25 .  5 5 7 . 8  4 7 6 . 7  3 59 . 7 
479 . 6  105 . 6  1 866 . 6  4 60 . 8  
4 1 2 . 7 9 2 .  6 1 0 7 7 . 9  84 3 . 9 
2 56 . 8  64 . 2  480 . 7 381 . 5 
1 64 . 2  29 . 9  064  . 6  709 . 0  

591 . 2 324 . 7  4 7 89 . 0  3 6 50 . 0  

1 4 9 .4  64 5 .  2 3 1 2 . 1  222 . 1  
( % )  (%)  (%)  (%)  

100 . 0  100 .0  100 . 0  100 . o  
1 6 . 6  9 . 2  20 . 3  2 1 .  1 
1 1 . 0  6 . 3  26 . 3  2 7 . 6  

2 . 2  3 . 7  2 . 5  2 . 4  
8 . 3  6 . 8  9 . 9  9 . 8  
7 .  2 5 . 9  5 . 7  5 . 7  
4 . 5  4 . 1 2 . 6  2 . 6  
2 . 8  1 .  9 5 . 7  4 . 8 

27 . 6  20 . 8  2 5 . 4  24 . 6 

19 . 9  4 1 .  3 1 .  7 1 . 5  

a Numbers and percentages may not add up to tota l s  b ecause o f  
round ing . 

Source: Hodgson , T .A. & Rice,  D . B .  Economic impact of cancer in 
the United States ,  1 9 7 7 .  Nat ional Cent er for Heal th S tat is tics , 
Department of Health ,  Educat i on,  and Welfare,  Hyattsvi l l e, 
Mary land , 1 9 79 .  
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Some social costs can be measured , such as the influence of 
mortal ity on the family and its life cycle ( 3, 13). Consequences 
of d isease such as divorce rates, duration of marriage, probabil­
ity and duration of widowhood, probability of orphanhood (11 ) , 
changes in residence, and loss of employment can also be measured. 
To a large extent, however, indicators and methodology for deter­
mining social costs remain to be developed. There is a need for 
indicators of the impact of sickness on a person in terms of his 
or her own sense of well-being, taking into account evaluations 
by the patient's family and associates as well as the patient 
himself. Such indicators must reflect the reduction in self­
esteem and the emotional problems, pain, and suffering caused by 
the loss of body parts, disability, social isolation, economic 
dependence, sense of impending death, and otherwise lowered 
quality of life that often accompany diseases such as cancer, for 
example. 

Although direct indicators of social costs and quality of 
life are not available, and considerable methodological research 
and data collection are necessary if social costs are to be 
adequately quantified, some progress has been made in this area . 
A number of scales have been developed to assess the rehabilita­
tion of patients by measuring functional s tatus. The Performance 
Status Scale assesses mobility and ability to carry out usual 
roles. More comprehensive measures of functional status are the 
Pulses Functional Profile and Barthel Index ( 6 ) . Pain and suffer­
ing could be measured by frequency, duration, and severity of 
pain as indicated by the potency of the drugs needed for relief. 
Suicidal behaviour and mental illness or psychiatric care could 
measure grief, worry, and emotional stress. Also of interest is 
the Sickness Impact Profile, developed at the University of 
Washington and the Group Health Cooperative of Puget Sound, which 
attempts to measure behavioural expressions of sickness (1, 4 ) . 

Nevertheless, the quantification of social costs remains 
rather an intractable matter. First, there is the problem of 
constructing valid quality-of-life indicators and collecting the 
necessary data. Second, there is the difficult task of integrat­
ing non-monetary information on qualify of life with monetary 
estimates of direct and indirect economic costs. Neverthel ess, 
social costs are a significant, and very likely quite large, 
component of the total burden of illness. To ignore, or mis­
represent them could result in an underestimation of the impact of 
disease and bias the decision-making process . Even if monetary 
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values cannot be attached t o  many, if not most, social costs, they 
should be quantified in non-monetary terms whenever feasibl e. 
For example, where appropriate, the frequency of job loss, change 
in residence, etc. coul d be given. 

Although reductions in morbidity and mortality, if sufficient­
ly large, woul d have short- and long-run repercussions throughout 
the economy, determining these repercussions is not an easy matter . 
Technical linkages among the different sectors of the economy and 
within the health sector must be specified. Growth models and 
macroeconomic models are available, but there is some doubt whether 
the health care sectors are specified in sufficient detail. Even 
if the l inkages can be specified in detail, massive data bases not 
currently available may then become necessary. 

The existing methodology and data for calculating national 
estimates of costs of illness across the broad spec trum of disease 
categories provide an estimate of the economic burden resulting 
from the prevalence of disease. Included are costs of resources 
used during the year for prevention, diagnosis, and treatment; 
output l ost during the year because of morbidity; and output lost 
owing to deaths during the year. Because a death means lost 
output in future years, the present discounted value of the future 
losses is also counted. 

Economic costs are a potential benefit of reduced morbidity 
and mortality. Direct costs include resources that could be 
al loca ted t o  other uses, and indirect costs include the value of 
idle resources and lost output. Cost-of-illness estimates are 
an essential input to the evaluation of alternative demands on 
scarce health care resources. As already indicated, cos t-of­
illness studies are used in cost-benefit and cost-effectiveness 
analyses and other procedures used to determine priorities and 
guide government policy decisions. Demands for cost-of-illness 
estimates have arisen, however, that will not be satisfied 
completely by the existing methodology. 

Earl y in 19 78, a Task Force comprised of representatives from 
the US Public Heal th Service was formed by the Deputy Assistant 
Secretary for Health Research, Statistics and Technol ogy, Office 
of the Assistant Secretary for Health, to deal with matters pertain­
ing to cost-of-illness methodology. This Task Force was entrusted 
with systematically reviewing cost-of-il lness activities in the 
Public Health Service and recommending methodological guidelines so 
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that, in future, a consistent methodo logy will he employed and thP 
results of different studies will be comparable . Its aims 
reflect the increased recogni tion by policy-makers and programme 
managers that cost-of-illness estimates are an essential inpu t to  
the evalua tion of alternative demands on our scarce health care 
resources. They also reflec t concern lest the usefulness of 
cost-of-illness st udies has suffered from a lack of consist ency -
a problem resulting, at least in part, from the lack of a ccepted 
methodological guidelines. 

The Task Force's efforts have resul ted in a document con tain­
ing a set of guidelines for cost-of-illness studies in the Public 
Health Service (7) ; these wil 1 serve as a useful framework for 
improving future cost-of-illness studies. The guidelines are 
sufficiently flexible to permit the object ives of individual cost ­
of-illness studies t o  be achieved, a t  the same time ensuring tha t 
the resul t s  of separate s tudies will be consistent and comparable. 

As an outgrowth of the deliberations of the Task Force, the 
National Center for Health Services Research, in cooperation with  
the  Task Force, is  now undertaking a systematic review and compara­
tive evaluation of all major cost-of-illness st udies. By provid­
ing an assessment of the current situation ,  this work will permit 
the formulation of recommendations for improving the quali ty of 
cost-of-illness studies. 

T-he Health Services Research, Health Statistics, and Hea l t h  
Care Technology A c t  o f  1978 (Public Law 95-62 3) c alls for a s tudy 
of present and anticipated health costs due to poll ution and other 
environment al conditions resulting from human activity, and the 
reduction in such costs that would result from increment al reduct­
ions in pollut ion and other environmental conditions. This study 
is to be conduc ted j ointly by the US Department of Health, Education, 
and Welfare and the Institute of Medicine of the National Academy of 
Sciences, in cooperation with other appropriate entities of the 
Federal Government.  It will be ongoing, with the first report to 
Congress due in 1980 and subsequent reports every two years there­
af ter. 

The law requires iden tification of deleterious pollut ants and 
other environmental conditions and ascer tainment of the extent t o  
which the ident ified pollutants and environmenta l  conditions cause, 
contribute to, increase susceptib i li t y  to , or aggravat e disease . 
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Health costs to be quantified include direct and indirect economic 
costs, social costs such as may be attributable to pain and suffer­
ing, and overall increases in costs throughout the economy. 

The Act is extremely comprehensive as regards the range of 
pollutants and environmental conditions, types of costs, and 
diseases to be studied, and in requiring estimates of not only 
present, but also anticipated health costs.  Its execution is a 
challenging task, but it can provide the impetus for greatly 
extending estimates of costs of illness. 

Certain extensions of the usual treatment of direct economic 
costs could prov ide additional insight into costs of disease. 
For cancer these would concern: a) costs distributed by the stage 
or extent of the disease at initial d iagnosis (e. g.,  whether 
localized or not), by method of treatment (surgery, radiotherapy, 
chemotherapy, etc. ) ,  or by provider characteristics such as the 
physician 's experience of treating cancer, the hospital services 
available, and whether care is provided by an institution special­
izing in cancer; b) costs distributed over diagnosis, treatment, 
and rehabilitation; c) costs per person with cancer, including 
lifetime costs of the disease; and d) costs by source of payment, 
part i cularly out-of-pocket costs not covered by third parties. 
Estimates of the type envisaged have not yet appeared in the 
l iterature, and at least some of the requ ired data have not been 
readily available. 

The US National Cancer Institute and Na tional Center for Health 
Statistics are jointly organizing a national household survey of 
costs of cancer, including a) - d) . The first phase is a pilot 
study to test a new methodology designed to increase the response 
rate to acceptable levels. If the pilot study is successful, a 
national study will be undertaken. This would have two important 
results : a) the accuracy of current methods based upon secondary 
sources could be ascertained, and b) it would be possible to 
estimate costs for which data are not available from secondary 
sources. 

In this way it is hoped to obtain: a) a determination of 
differences in patient costs and costs to society from early cancer 
diagnosis as compared with diagnosis at a late stage of tumour 
development; b) a baseline set of costs for different treatment 
and rehabilitation procedures, making it possible to compare the 
ef fect that future changes in these procedures will have on costs; 
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c) a baseline set of data to guide new cancer c ontrol activities 
as regards the selection of cost-effective approaches and their 
eval uation after field tests or demons t rations ;  d) an insight 
into areas of the USA where proven, beneficial interventions are 
not generally used so that cancer control programmes can concen­
trate their projects accordingly; and e) information for policy­
makers on the s pecific costs for cancer, the areas of care that 
contribute the major costs, and those who bear the costs. 

The US National Center for Health Statistics is now inves ti­
gating a) the feasibility of developing methods and procedures for 
extending cost-of-illness  determinations to include costs associat­
ed with the incidence of disease, primary and s econdary repercus s ions 
throughout the economy, and s ocial cos ts; b) the feasibility of 
improving the basis for determining the discount rate and allocation 
of costs among joint diseases and between an tecedent and subsequent 
diseases; c) the data neces sary for implementing the recommended 
extensions and improvements in methodology and the feasibility of 
obtaining these d ata. 

In addition to the gaps existing in cost-of-illnes s estimates 
- i. e. , as regards costs associated with the incidence of disease,  
repercus sions throughout the economy, and soc ial costs - there are 
methodological problems that apply even to the costs that can be 
calculated. Several diseases may occur simultaneously, making it 
difficult to allocate costs. A lso, one disease may bring about 
another disease or illness,  so that part of the cos t of the latter 
should be included in the cos t  of the former. Diabetes cause s  
other chronic conditions such as blindness, heart disease, and 
other vascular disease . Similarly, arthritis may be a complica­
tion of psoriasi s, and it has been reported that psoriasis may 
increase the incidence of alcoholism and suicide. Various physical 
ailments, including cancer, may result from alcohol abuse, and 
digestive diseases can contribute to heart, lung, or kidney failure. 
Unless  that portion of the costs of one disease that occurs because 
of an antecedent disease is identified, the estimated costs will be 
inaccurate, and double counting may occur if cos ts for s everal 
diseases are aggregated. Because diseases are interconnected, a 
simple sum.�ation of the costs of individual diseases may exceed the 
total cost attributable to dis ease . 

There is disagreement on the proper conceptual basis for the 
discount rate that converts future money values relating to public 
sector projects into present va lues. Some experts favour social 
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rate of time preference, i. e. , society' s rate of trade-off between 
present and fu ture benefi ts. The criterion of social rate of 
time preference gives a relatively l ow discount rate. Another 
school of thought considers that the discount rate must reflect 
the opportunity cost of using resources in the public sector, the 
rate of return foregone in the private s ector by transferri ng 
funds to the public sector being the appropriate discount rate. 
The opportunity cost criterion gives a relatively high discount 
rate. 

The goals of the study by the National Center for Health 
Statistics will be to develop methods, procedures, and models for: 
a) estimating the economic burden associated with the incidence of 
disease, i. e. , the lifetime costs, or costs per case of disease 
from onset until cure or death, and the savings or benefits that 
would result from preventing a new case of disease; b) specifying 
technical linkages within the health sectors and among sectors of 
the economy for estimating the impact of disease throughout the 
economy, including, but not limited t o, repercussions on employ­
ment, investment, productivity, prices, and GNP in the heal th care 
and other sectors, in the short run and l ong run, and also longer­
term considerations such as the impact of changes in the age 
distribution of the population and in the ratio of elderly persons 
to those in the productive years; c) accounting for interrelation­
ships between diseases and adjusting cost estimates accordingly; 
d) estimating the time preference and opportunity cost components 
of the discount rate and determining whether a synthesis of the 
concepts of time preference and opportunity cost is possibl e in 
order to determine a unique value for the discount rate .  

Finall y, the study will ascertain current progress in measur­
ing quality of life and social costs and determin e which indicat­
ors are potentially useful for measuring aspect s of the impact of 
illness on the victim, the victim's family and associates, and 
society. Among the indicators deemed to be u seful, the study 
will determine those for which data are available for calcul ating 
national estimates and disease-specific estimates of repercussions 
on quality of life and social costs, and those that can be combin­
ed into one or more indexes. It will also determine whether 
economic values can be placed on indicators pertaining to social 
costs, and if so, develop methods and procedures for quantifying 
them in monetary terms. For indicat ors that cannot be quantified 
in monet ary terms, the study will determine whether non-monetary 
val ues can be integrated with the economic values estimated for 
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direct and indirect costs. For indic ators of social costs that 
can be integrat ed with economic costs, methods and procedures for 
integrating economic and social costs of disea se will be developed, 
if feasible. 

At the meeting of the WHO Expert Committee on Cancer Statist­
ics in 1978, the participants acknowledged the need to estimate 
the social and economic impl ications of cancer and recognized 
that increased effort is needed to develop the necessary methods 
and data. They recommended the establishment of a subcommittee 
of the WHO Expert Committee on Health Statistics to review the 
methodology of studies of the social and economic costs of disease, 
including cancer (12) _ 

Research on ways of estimating the costs of illness and 
disease is receiving increased emphasis and support. It is expect­
ed to enable us to expand the range of estimates and increase our 
knowledge of the costs of illness and disease, and thus to employ 
our scarce resources more effectively. 
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DISCUSSION 

Senanayake : emphasized the serious adverse effects of 
rapid population growth on development in general and health 
services in particular, notably high mother and chil d  morbidity 
and mortality related to repeated and inadequately spaced births. 
Appropriate interventions to cope with these problems involve all 
the aspects of health care so far discussed : changes in attitude 
and behaviour, dis t r ibution and availability of health services, 
and manpower training and development. 

Logan: argued that, given the overwhelming 
importance of staff in the health services, any discussion of 
economics, manpower, and technology must look at the productivity 
of manpower. He showed transparencies indicating the numbers of 
staff - medical, nursing, medical-technical, and other supporting 
staff - in typical general hospitals in England, Northern and 
Southern Ireland, Portugal, and Sweden and related these to beds, 
and to admissions. There were considerable variations in staff­
ing per bed and in annual admissions per member of staff in the 
various categories. While such ratios provide an initial 
statistical approximation of staffing levels and patterns and of 
staff productivity, it is extremely crude and superficial. What 
is needed is a more detailed and specific set of indicators, taking 
into account not only the functions of each staff category and the 
complete staffing pattern, but the mixture and severity of diagnoses 
treated. All these elements have been measured in different places, 
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and what is required is a practical effort to combine such 
analyses at the local level where the decisions are taken. If 
this can be done, it wil l be th e first step in a very useful 
evaluation of hospital productivity and functioning. 

Gel l horn: recal l ed that s everal speakers had identif­
ied physicians as being among the major decision-makers in incurr­
ing health s ervice expenses and had suggested that somehow th ey 
shoul d  define the conditions in which care shoul d  be limited. He 
argued that al l of us, when we are ill, assume that our doctors 
wil l do everything possibl e  for our benefit, and cautioned that w e  
would al l f e e l  very uncomfortabl e  if that fundamental ethical 
principle w ere destroyed. With regard to the uncontrol l ed devel­
opment and application of medical technology, he suggested that 
one method of control would be to subject new technol ogies to 
procedures and regulations simi lar to those applied to the devel op­
ment of new drugs. At the operational l evel, decisions by j unior 
doctors account for a significant proportion of hospital costs. 
In the USA, a number of hospitals have been testing routine informa­
tion systems which provide junior doctors with data on the costs of 
the procedures, drugs, and materials they have ordered for their 
patients, at the end of each day. Mere knowl edge of th e cost of 
each item has been effective in reducing needless use of expens ive 
procedures, and periodic review of such cost data by s enior medical 
staff reinforces this consciousness. Pub lished results from these 
experiments showed dramatic reductions in the costs incurred by 
junior doctors. Another successful information experiment, under­
taken in some parts of New York, has concentrated on providing 
community-based doctors with morbidity and mortality information 
about their respective neighbourhoods, so that they know the 
patterns of morbidity for the populations they serve and the way 
in which these patterns change over time. Such information aids 
them in planning their intervention strategies more rational l y  and 
in evaluating th e effectiveness of their interventions. 

Zweife l :  commented that, i n  the abs ence o f  a n  object-
ive definition of medical need, it must necessarily be defined by 
society, and not exclusively by the physician, who wil l tend to 
demand the latest technology and the most skill ed staff. He 
suggested that, for practical purposes, need exists, in health or 
any other fie ld, when resources are lacking for a project that, 
as shown by cost-benefit analysis, wil l  provide a net benefit. 
He therefore advocated more extensive application of cost-benefit 
analysis in the health field. However, effective cost-benefit 
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analysis depends on developing adequate methods for measuring 
health status and, despite considerable progress in recent years, 
much remains to be done in this connection. Research in th is 
field should therefore continue ta receive top priority. F inally, 
he pointed out that in the final stage, that of evaluating the 
worth of given improvements in health status, it must be inferred 
from existing decisions, that these rightly include the evalua­
tions of all the parties involved, and not merely those of doctors . 

Gomaa: made a plea for realism in health planning, 
and notably for careful analyses to ensure that the necessary 
staff, materials, and finance would be available to run proposed 
new facilities in the long term. Long-term considerations are 
also important in plans for educational institutions, especially 
expensive ones like medical schools. Anticipated shortages of 
doctors are commonly met by creating more medical schools, w ith­
out sufficient consideration of the possibl e  effects of these 
schools and their graduates on the costs of the health sector. 
The situation is commonly exacerbated by inadequate definitions 
of the functions of different categories of manpower, so that 
highly trained personnel are used for tasks that could be proper-
ly performed by less elaborately trained s taff. Although much 
has been done to reduce th is kind of inefficiency, many tasks are 
still performed by physicians or trained nurses that could be done 
at much lower cost by the proper use of auxiliary personnel. The 
reverse type of inefficiency may also occur, when expens ive and 
complex equipment is left to be handled by poorly skilled personnel. 
These problems must be viewed in the overall context of replacing 
inappropriate hospital-based high technology services by community­
based care, and even self-care. Inadequate pl anning and manage­
ment, often linked to poor information, frequently result in 
wasteful and inappropriate expenditure on non-priority areas, and 
poor coordination between providers. Foreign aid should also be 
integrated into national health plans in such a way that it leads 
neither to waste in investments, nor to distortions in the balance 
of services provided. 

Logan: informed the conference that the Internat-
ional Council of Nurses had endorsed the Alma-Ata Declaration of 
the Member States of WHO, and had followed this up at the biennial 
meeting of the ICN in October 1979, by a workshop on the role of 
nursing in primary health care . This workshop produced a frame­
work for a plan of action to be applied by the 89 member associa­
tions of the ICN in developing their own contribution to primary 
health care; the progress made will be reviewed at the next 
biennial meeting of the ICN in 1981.  A key component of the 
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plan of action is a critical review of the nursing profes sion, not 
only in relation to nursing activi ties per se, but in the context 
of health in general . Ms Logan sugges ted that other professions 
migh t like to follow this lead in reviewing their own roles and 
activities . Another major component of the plan of action is 
the review of educational curricula for nurses, with a view to 
redressing the balance somewhat from disease to health, including 
the potential contribution of nurses to health education, and ways 
in which they might collaborate with other health service s taff, 
such as community health workers, and with patients· themselves .  
Given the preponderance o f  nursing s taff i n  most health services 
in developed and developing countries , Ms Logan felt that such a 
change of emphasis in the role of nurses could have a major impact 
in influencing health services away from a disease and hospital 
orientation towards a more health-oriented approach . 

Fernandez de Talens: noted that the new Italian health service 
law developed Article 32 of the Italian Constitution, in declar­
ing that every individual had an equal right to health and health 
services throughout the country. This righ t is now being 
translated into legal, organizational, and working procedures in 
the implementation of the new I talian national health service .  
Routine evaluation of the efficiency and effectiveness of the 
services provided will be an integral part of the new sys tem. 

Khan: asked if Professor S ahni would provide a 
reference to his s tatement that 98% of drugs supplied in India 
are substandard . Secondly, he supported Dr Gellhorn's point 
that doctors will modify their own behaviour if supplied with 
appropriate information . This has been shown in Europe and 
America in the field of pharmaceutical prescribing, where i nforma­
tion provided to doctors about the cos ts and types of drugs they 
are prescribing has significantly modified their prescribing 
pat terns . 

Peretz: elaborating on Tables 1 and 2 of 
Mr Teeling-Smith' s paper, s aid that, though expenditure on pharma­
ceuticals had gone up in absolute terms, i t  had declined substant­
ially as a percent age of total heal th care expenditure . Secondly, 
he pointed out that the high proportion of health service expendi­
ture devoted to pharmaceuticals in many developing countries arose 
primarily from the very small amounts spent on health services, 
rather than from excessive drug prices or consumption of drugs. 
From this perspective, i t  could be argued that many developing 
countries spend too little on other health service inputs, such 
as nurses and diagnostic services, r ather than too much on drugs . 
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Health services cl early invol ve a variety of important inputs, 
and it is of l ittle use including sophisticated h igh technology 
drugs in a developing c ountry' s l ist of essential drugs, if the 
country cannot arrange to provide the necessary staff and equip­
ment to diagnose the dis eases for wh ich the drugs are intended 
and to use the drugs appropriately. The inappropriate use of 
drugs in thes e conditions is a matter of cons iderabl e concern to 
the pharmaceutical industry, and it is clear that drugs should be 
regarded as one input among others that go to make a successful 
health service. 

Kalima: agreed w ith previous speakers that the 
magnitude of health sector expenditures, and the importance of 
health in contemporary society, more than justified research into 
the provis ion and us e of heal th s ervices. C learly, not enough 
is known on the subject, and more heal th servic es research is 
essential both to guide policy and planning decis ions and to h elp 
in the development and evaluation of appropriate organizational 
systems for health care delivery. This is now recognized in 
the research programmes of many European countries, and in the 
research programme of the European office of WHO, and health 
economics research is one of the priority areas with in the overal l 
fiel d. The proper promot ion and planning of health services 
research, to ensure its effective development and application, 
therefore f orm a crucial el ement in the development of future 
health systems. 

Sahni: replying to Dr Kahn ' s  question, said that 
h is f igur e of 98% substandard drugs applied to those distributed 
in the rural areas, in the primary health centres. He noted 
that the Hath i Commission 's report cl early pointed out the 
problems of the distribution of substandard drugs, and commented 
that systematic surveillance was dif ficult in the absence of 
rel iabl e statistics on the production and sal es of drugs. He 
added that the fact that there is a high proportion of substandard 
drugs among those distributed was conf irmed by a recent study h e  
had himself  conducted o f  primary h ealth centres, and that health 
service directors who attempted to intervene to improve th e 
s ituation frequently encountered s evere pol itical opposition. 

Teel ing-Smith: supported the points made by Mr Peretz 
during the discuss ion and expressed confidence that the recently 
developed cooperation between the research-bas ed pharmaceutical 
industry, WHO, and developing countries would considerably ease 
the probl ems raised by Professor Sahni and ensure that proper high 
standard drugs w ill become availabl e for use within the Third World 
much more rapidly than might have been thought until recently. 
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Chernichovsky : felt that it was important to distinguish 
between feasible objectives for the medical care system and some 
abstract ideal concept of need, which, as an economis t,  he felt 
unqualified to define. He also warned against an overreliance 
on cost-benefit analysis, bearing in mind the discrepancies 
between apparent willingness to pay and actual ability to pay. 
Finally, he pointed out that proposals to base health service 
objectives on manpower availability were circular, in that some­
one had to define manpower requirements, and this ultimately 
meant defining health service needs. 

Kleczkowski: emphasized the difference between the 
theoretical efficacy of a particular intervention strategy and 
its actual effectiveness in the field. He noted that there were 
far too many examples of uncritical transfer of technology from 
one setting to another, leading to considerable waste and 
inefficiency, e. g.,  a hospital that is both appropriate and 
effective in a developed country could easily absorb 100% or more 
of the health budget of a developing country to which it was 
offered as a gift. Secondly, he noted that traditional technol­
ogies could be incorporated into the health services in two ways . 
First, when they meet the criteria of scientific soundness, as 
in the case of acupuncture, some herbal medicines, or even 
ayurvedic medicine, they could be accepted per se as appropriate 
technology. Secondly, practitioners of traditional medicine 
could often be used to deliver modern scientifically-based care, 
as in the case of traditional birth attendants trained in aseptic 
delivery techniques. 
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Patterns in the organization or deli very of health services 
are inevi tably influenced by the methods whereby the services are 
f inanced. Financing, however, is not the onl y  i nfluence on 
pat terns of health care delivery. There are many other influences 
-- technological on one hand, and polit ical on the other. The 
lat ter k ind, I think, may be best understood in terms of a long 
struggle, both historical and internat ional, between two basic 
concepts of healt h  service, which may be epitomized as entre­
preneurialism versus equity. Complicat ing this is the influence 
of technological inven t ion and development. In this paper, I 
shall try to clarify the worldwide operation of these dynamics 
shaping health care systems and subsystems, as I interpret them. 

A S implified Economic Model 

If we ignore the operat ion of sociopolitical forces, and 
also the influence of technology, we can draw a high l y  theoretical 
model of the relationships between health care f inanci ng and 
health care organ iza t ion looking something like this: 
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Each of the two axes of this graph represents a cont inuum. 
The vertical financing axis moves from the most personal form of 
economic support to the most collective form. The horizont al 
axis, represent ing health care delivery, moves from the most 
individualistic to t he most highly organized pat tern. On each 
axis I have marked five steps -- on the financing axis, from the 
completely ' personal' to the completely ' collectivized ', and on 
t he delivery axis, from the completely ' individual' to the 
completely 'organized'. 

To put a little more substance on this skeletal framework, 
the five steps along the financing axis might be interpreted to 
mean that money for healt h  care may be derived in ascending steps 
from the following sources: 

1 )  Personal or pr ivate household assets 
2) Charity or philanthropy 
3) Cooperative groups or voluntary insurance 
4) Social or mandatory insurance 
5) General revenues or public taxat ion 

Along the health care delivery axis, the graded steps may be 
interpreted according to the following: 

1 )  Individual one-to-one provision of care 
2)  Organized care for the seriously s ick in hospit als 
3) Organization of ambulatory as well as ins t itutional 

service 
4) Comprehensive health care organizat ion for insured 

populat ions 
5) Comprehensive systematic health care for everyone 

Thus, if this s imple linear model of relationships were a valid 
representat ion of the health care world, we would observe the 
following: 

1 )  Personal financing of health care would be associated 
with individual delivery of services , involving a simple one-to­
one relationship between patient and healer. 

2) Charitable f inanc ing would be linked to the organizat ion 
of hospitals -- with large numbers of personnel working together 

for the medical care of the seriously sick. 
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3) Voluntary insurance or mutual cooperative funds would 
y ield increased organiza tion of health care del ivery , now includ­
ing ambulatory care of the moderately ill , as well as hospital 
care of the gravely si ck. 

4) Mandatory soci al insurance or soc ial security would be 
associated with much more comprehensive health services -- both 
c urative and preventive, including drugs, dental care, and so on 
-- but limited to t hose persons who had made soc ial insurance 
contributions; these would be something less than the total 
population of a country. 

5) General public revenue financing would mean comprehensive, 
highly organized services for everyone . 

Such r�lationships as these may , indeed, seem to have a 
certain partial validity, if one thinks of the history of health 
care development or the current distribution and diversity of 
health care systems around the worl d. Thus, in primitive times, 
or in many rural areas of the least devel oped countries today, 
virtually all health care is financed by private households and is 
delivered by individual vill age healers. 

In the Middle Ages, when religion was a major soc ial force 
and when hospitals were first established, they were first financ­
ed solely by charity mobilized through the Church . Those early 
hospitals were, indeed, just for t he care of the most destitute and 
gravely  s ick; they d i d  not  even have outpatient departments for 
ambulatory care. Hospitals in many countries are sti l l  supported 
partly by char i table donat ions. 

When cooperative mutual funds developed in Europe, first 
among artisans through the guilds, and later among industrial 
workers, their main purpose was to assure the availability of 
ambulatory care by doctors and of drugs . Among various channels 
for the delivery of health services were special salari ed physicians 
or panels of part icipating doctors, cons t i t uting a form of organiza­
t ion of ambulatory c are. In t oday ' s  world, we see many programmes 
of voluntary health insurance -- such as the well-known Kaiser 
Health Plan in the USA -- linked t o  patterns of highly organized 
ambulatory services. 

The r ise of soc ial or statutory insurance after the 1880s, and 
its spread throughout the world, set in motion a whole series of 
developments toward increasingly organi zed delivery of comprehens­
ive medical care. To select only a few exa mples, social insurance 
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in Europe led to t he founding of polycli nics (as in Aus t r i a  or 
Germany), where workers could get special ist care outs i d e  the 
demeaning charity environment of a public hospital outpat ient 
department. Social insurance has also imposed schedules of fees 
on doctors, lists of approved drugs, and many other forms of 
systemati c  regulat ion of hea l t h care delive ry. In Latin America, 
social security progrannnes have been implemented through wholly 
organized networks of hospita l s  and health centres for the 
delivery of bot h curative and preventive services. But the 
health benefits of all these programmes are limited to insured 
workers (and sometimes th eir dependents) , who may be as few as 
5% or as many as 90% -- but never 1 00% -- of the national 
population. 

Finally, the use of general revenue financing has been linked 
historically wi th many forms of heal th service . One might note 
that preventive connnunity services, int ended to benefit entire 
populations, invariably d epend on such financing. In t he socialist 
countries today, general revenue suppor t of health care has been 
intimately linked with highly organized delivery of comprehensive 
services -- through regionalized networks of hospitals and health 
cent res, staffed by salaried teams of personnel -- for ent ire 
national populations. 

Thus, plenty of examples can be found to corrobora te the 
validity of a model of heal th care financing and delivery of the 
type just put forward. 

Entrepreneurialism versus Equity 

A moment ' s  refl ection, however, reveals c ountless deviations 
from this simple model. The straight l inear relationship between 
mode of financing and pat tern of delivery deviat es cont inual ly, in 
r esponse to pressures from social forces for entrepreneurialism in 
one direc tion and for equity in the other. Examples of this 
abound, but, before offering any, I should explain a little more 
fully what I mean by these two opposing social forces.  

In all forms of socioeconomic sys tem, there are mechanisms for 
the exchange of goods and servi ces. After th e decline of feudalism, 
with the rise of capitalism, the produc t i on and sale of commodi ties 
became largely a ma t ter of private enterprise . As i nterpreted by 
the Scot tish economist ,  Adam Smith, the pursu i t  of priva te profit 
by each individual ,  in competi tion wi th other individuals, would 
result ul tima tely in the greatest benefi t for all. The 'unseen 
hand' of the free market would govern the distribution of all 
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connnod i ties opt imally. Even human labour would be an object for 
exchange, so that -- w i thout the coercion of slavery or the 
rest r icted markets of feudal ism -- the  payment for work by an 
employer (or capi talist) would be just and reasonable. There 
was no place in this model for monopoly to constrain cornpet 1 t 1 on, 
nor for expl oitation to reduce the reward for labour to less 
than i ts just value. 

Th is paradigm of capital ist dynamics is doubtless amateur 
(for I am not an economist),  but it may be accurate enough to 
remind us that -- w i th the growth of capitalism and the accelera­
t ion of product i on and exchange that accompanied the Industrial 
Revolut i on -- medical care also b ecame a service bought and sold 
in the market-place. The provision of ' free servi ces ' by 
hospitals, w i th the support of chari ty, or of public health 
services, w i th the support of general t ax funds, cons t i t u ted 
part ial interventions in the operations of the market i n  quest i on. 
But most ambula tory medical services, along w ith drugs, corrective 
eyeglasses, dental service, and other components of health care, 
were provided through the general market dealing w i th other goods 
and services. 

As a result, the providers of these services -- mainly 
physicians and apothecaries (later pharmacists)  -- came to funct ion 
essent ially as small merchants selling their wares. Insofar as 
they could minimize competi t ion -- for example, through claiming 
unique skills not available from others -- they acqui red somewhat 
monopolist i c  strength and could charge prices y ielding except i on­
ally h i gh prof i ts. This process has often been epitomi zed as 
' connnerc ialization ' .  Medical care has been commercialized, 
insofar as it has been sold to pat ients in a manner designed to 
yield, above all, a max imum profit. Services might be sold 
which, in fact, the patien t  did not really need but wh ich the 
doctor, w i th his superior knowledge, could readily persuade the 
patient that he ' needed' and should purchase. These tendencies 
t o  maximize provider prof i ts, instead of patient welfare, in the 
medi cal market-place consti tute the social forces I define as 
promot ing entrepreneurial i sm. 

But, corning from the opposi te d irecti on, there are the forces 
for at ta ining equ i ty ,  or the provision of health services solely 
i n  relat i on t o  people's needs. Thus, the organization of a 
cooperative or mutual fund to finance medical care, for example, 
counteracts entrepreneur ial ism and promotes equi ty in at least 
two ways. First, by pooling the purchasing power of many 
ind i viduals into one large fund, before sickness strikes, i t  



1 84 ROEMER 

mobilizes money to pay for the trea tment -- otherwis e  difficul t 
to finance -- of unpredictabl e s ickness in any one individual . 
Second, by mobi 1 izing the buying power of many consumers , it 
strengthens the ir bargaining position vis-a-vis the s ellers of 
s ervice (or health care providers) in the determ ination of prices. 
The s ocial forces generat ing these mechanisms to protect people's 
interests with respect to health care, I define as promoting 
equity. 

Both the forces for entrepreneurialism and the forces for 
equity in the health care worl d take numerous forms beyond those 
just outlined. There are countless subtleties in the operations 
of an entrepreneurial market for health services, and equivalent 
s ubtleties in the process of intervention in that market to 
achieve equity. A few specific illus trations of both these 
types of soc ial force may now be considered. 

Some Specific Illustrations 

The National Health Service in the United Kingdom after the 
Second World War constituted a quantum leap in the d irection of 
attaining equity in health care distribution. Almost overnight, 
comprehensive health care was made virtually ' free' (i. e. , not 
charged for at the t ime of s ervice) for the entire population. 
The economic s uppor t was derived o verwhel mingly (about 85%) from 
progressive general taxes, almost all hospitals were nationalized 
and coordinated by regional authorities, and every �erson became 
entitled to primary care through a general practitioner of his 
own choice. Various strategies were employed to promote 
preventive s ervices, to improve the geographical distribution of 
resources , and to protect the qual ity of the care provided to 
everyone. Clearly these features repres ented very far-reaching 
concepts of health care equity. 

Nevertheless, the salaried consultants or specialis ts in 
hospitals d id not have to devote 1 00% of their time to the publ ic 
service. They were (and are) free to spend some 1 0% or 20% (or 
more) of their time in pr ivate practice. The patients who coul d  
afford  t o  pay personally for thes e private s ervices, o f  course, 
would only  be a small class of higher-income people. Thus, a 
g iven specialis t  might spend, for example, 20% of h is time in 
private practice, s erving perhaps 5% of the popul ation, whi l e  
80% o f  his time would be devoted t o  meeting the needs - - usual l y  
much greater per person -- o f  95% of the popul ation. This degree 
of inequity may not be dramatical l y  large , but it reflects t� 
forces of entrepreneurial ism s ti l l  operating within the generally 
equitable B r itish health care sys tem .  
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The current Conservative government in Great Britain, I am 
told, is attempting to enlarge the priva te sector in health care 
still further. This is described, ironically, as a measure to 
'reduce the great pressure' in the public medical sector. 
Increasing private  services, however -- for exampl e, by facilita­
ting greater enrolment in privat e  health insurance associations -­
would have just the oppos i te effect. By draining health resources 
from the large public sys tem to serve an affluent minority, the 
quantity or quality of services, or both, are lessened for the 
great majority of the population. If the amplitude of heal th 
services in the public sector is to be maintained in this sit uation, 
the pressures within them must inevitably increase. 

It may be argued that more priva te services by specialis ts 
would not reduce the hours devoted to public-sector patients, but  
rather would constitut e  additional services (e. g. , 50 hours per 
week instead of 40) not otherwise provided. In reality, however, 
there is no evidence that it works this way. Moreover, if a 
physician is to work longer hours per week, equity would demand 
that those hours be available to patients on the basis of health  
needs, not personal wealth. Thus, in Sweden, to cope with this 
very problem, it was decided in 1 9 72 to prohibit any privat e  
practice b y  publicly salaried specialists. Entrepreneurial 
privat e  medical practice may be carried on separately in Sweden, 
but  not at the expense of the public medical sector. There are 
other purely private entrepreneurial features in both the British 
and the Swedish health care sys tems, such as the production and 
sale of pharmaceutical products, but time does not permi t discuss­
ing them . 

In socialis t countries , despite the great dominance of a 
governmental health care system intended to provide equitab l e  
service to everyone, certain entrepreneurial features stil l persist.  
In  Poland, for exampl e, all phys icians are obliged to  work seven 
hours per day in the pub 1 ic service. Beyond these hours, however, 
the doctor may engage in private practice ,  serving only those 
patients who can afford to pay private fees. To minimize the 
extent of such entrepreneurialism, the Polish gm, ernment has 
actually institutiona l ized a private s ector, by allowing and even 
facilitating the establishment of so-cal l ed 'medical cooperatives'. 
Af ter their seven official hours of work, doctors may work in these 
cooperatives up to t wo fur ther hours per day ; th e fees are 
controlled, and a portion of them is retained by public authorities 
to cover the overheads (rent, auxiliary heal th s taff, etc. ) of the 
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clinic. Patients, however, must pay the fees privately. Thus, 
more affluent persons may be served in a medical cooperative, 
while most of the people must wait their turn in a free public 
clinic or health centre. 

The persistence of entrepreneurial forces is more prominent 
in the USA, where the political forces promoting equity have been 
relatively weak. Thus, after many years of political debate, in 
1965 there was enacted legislation providing social insurance 
protection for medical care of the aged (persons 65 years of age 
and over) . This is financed mainly by social insurance contribu­
tions from the entire working population (including most of the 
self-employed) , with a small share derived from general revenues. 
For the poor of any age level -- but defined by certain other 
characteristics (e , e. ,  a family with children but without a 
bread-winner) -- federal general revenues are provided for a 
relatively broad range of medical care, but this money must be 
matched by tax funds from the 50 state governments. The former 
programme is popularly termed 'Medicare' and the latter ' Medicaid ' .  

Under both Medicare and Medicaid, however, the providers of 
service -- physicians, hospitals, pharmacists, dentists, and so 
on -- remain almost entirely private entities. Each provider is 
paid fees for h is work, and there i s  abundant evidence that some 
providers multiply services -- such as diagnostic procedures or 
surgical operations -- not for the benefit of the patient but to 
max1m1ze earnings. (The same type of abuse has long been found, 
of course, in European national health insurance programmes paying 
for care on a fee basis . )  To cope with this, various administra­
tive procedures have been instituted in the USA, such as surveill­
ance of payment claims for hospital care (the costliest component) 
by groups of professional peers, known as 'professional standard 
review organizations'. These regulatory processes do little to 
advance the organization of health care delivery, but another 
consequence of the entrepreneurial tendencies in Medicare and 
Medicaid is more significant. This is the official promotion of 
so-called 'health maintenance organizations'. 

For many years consumer groups, or groups of workers and 
employers, had organized voluntary health insurance programmes, 
in which medical care was provided, not by private doctors, but 
by organized teams of medical and alli ed personnel. Sometimes 
called 'prepaid group practice health plans', these schemes of 
both organized financing and organized delivery of service were a 
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distinct l y  marginal movement in the US health scene -- vigorously 
opposed by private medical associations and getting no support 
from government .  With the groups of physicians typical l y  paid 
by salaries, rather than fees, however, their economic incentives 
were modified to emphasize preventive and ambulatory services and 
frugal use of costly hospitalization . In fact, with lesser use 
of hospitals ,  it  was soon recognized that the earnings of 
physicians could be somewhat greater. Even so, the overal l cost 
per person of ambulatory and hospital care under these schemes 
was found to be less than in the conventional open-market pat tern 
of US medical practice. 

In 1 9 7 1 ,  therefore, six years after the enactment of Medicare 
and Medicaid, the federal government decided to encourage deliberate 
establishment of these prepaid group health plans -- now relabel led 
'health maintenance organizations' (HMOs) -- as a practical approach 
to stemming the tide of rapidly rising costs in respect of Medicare 
and Medicaid, as wel l  as national expenditures for medical care 
general ly. In 19 7 3 ,  a law was passed to furnish federal subsidies 
to accelerate the growth of additional HMOs . The HMO movement is 
now recognized as a strategy for changing the whole pattern of 
health care delivery in the USA, from individual medical practice 
based on fee-for-service remuneration to teamwork heal th care with 
salaried personnel . This is al l being promoted within a general 
framework of free private enterprise, since HMOs are both private 
in sponsorship and local in origin . In the model of hea l th care 
dynamics drawn here, HMOs i l l us trate one way in which social 
organization of financing -- by making expenditures h ighly visible 
to the population and the government -- leads to greater organiza­
tion of delivery, even in a staunchly entrepreneurial economy. 

There is another way of regarding the whole movement toward 
social ly organized financing, i l l ustrated by Medicare and Medicaid 
in the USA and by national health insurance (NHI) programmes in 
dozens of other countries; this is as an effort towards attaining 
equity in health services -- even wh en pat terns of delivery remain 
mainly individualistic and non-organized. In time, the organized 
character of the financing induces social concern that the money 
be wisely spent -- that is, spent in the ways that are mos t 
efficient and effective. Thus, in countries with NHI programmes, 
there are mounting pressures for the establishment of health 
centres to improve the delivery of ambulatory services through 
teams of personnel .  We see such hea l th centre movements in all 
the S candinavian count ries, in Australia, Canada, and New Zeal and, 
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and to a lesser extent in France, th e F ederal Republic of 
Gennany, and Japan. In Italy, many decades of voluntary and 
then mandatory health insurance programmes, under multiple 
autonomous sponsorships, have now led to legislati on (in 1978) 
for a unified national health service, with systematically 
organized delivery of both hospital and ambulatory care. 

The contrast between an entrepreneurial and a social equity 
philosophy is rather nicely i l lustrated by some recent data from 
a study of radiological services in US hospitals. Hospital 
radiologists in the USA are paid by two principal methods: 
a) by a negotiated salary , and b) by receipt of a percentage of 
the fees derived f rom patients (or their insurance carriers) for 
each radiograph taken. It was found that, for radiologists of 
identical qualifications, the annual incomes derived from the 
second method (patient fees) were significantly higher than those 
derived from salaries. The explanation would seem to lie in the 
economic dynamics of these two payment mechanisms, and the way 
they operate in different types of hospital. In the most 
prestigious hospitals (e. g., those associated with medical schools) ,  
salaries are usually paid ;  since there is heavy competition 
among radiologists for staff appointments in these hospitals, 
almost any of them is pleased to work for the salary offered. In 
ordinary hospitals, however ,  pos ts must b e  made financially very 
attractive in order to secure wel l-trained radiologis ts. Arrange­
ments to share patient fees can yield very high earnings , and so 
the more competent radiologists insis t on this method ; hence, to 
acquire their professional services, the hospital is forced to 
comply. The patients, of  course, carry the ultimate cost burden. 
Thus, when the hospital is in the stronger bargaining position, 
the resultant costs to the people are l ower and hence more equit­
able. When the entrepreneu rial radiologist is in the stronger 
bargaining position, the costs to the people  are higher and hence 
l ess equitable. 

The movement towards the development of networks of health 
centres, particularly to serve rural populati ons, is especially 
prominent in the developing countries. The standard strategy in 
Africa, Asia, and Latin America is to move toward equi ty in health 
care, not only thr ough pub l ic revenue financing, but also through 
organized structures for the delivery of combined preventive and 
treatment services. Regionalized hierarchies of health posts , 
heal th centres, smal l district hospitals, and larger regional 
hospitals a re typicall y promoted. Thailand is an example of a 
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developing country, where some 65% of all expenditure on health 
comes from private househol ds and goes to the support of individ­
ual providers -- physicians, drug-sellers, traditional healers -­
and even to finance the use of drugs and diagnostic tests in 
public facilities. The Thai Government, however, has plans to 
counteract the highly entrepreneurial character of its health 
care system by the widespread construction of health centres and 
small district hospitals and the extensive training of middle­
level health personnel to staff these facilities. It has also 
been recently decided to make a period of rural public service 
mandatory for all new medical-school graduates . 

Technological Considerations 

Quite aside from all these confl icting social pressures, 
favourable or antagonistic to, the organized delivery of health 
care, there are purely technological factors conducive to 
organization. The very complexity of medical science and its 
application creates pressures for increasing organization . This 
has been seen longest within hospitals, where the aggregation of 
diverse health personnel and all sorts of equipment h as led to 
increasingly systematic organization. Not only within each 
hospital is there growing organization of work, but also among 
hospitals in geographical regions there are increasingly ration­
alized assignments of function, according to hospital size and 
location. 

In ambul a t ory care, within even the mos t entrepreneurial 
settings, there are technologic a l  pressures toward organized 
delivery. This is seen vividly in Canada, the USA, and many 
other countries, where group medical practice is gradually replac­
ing solo practice, even though the financial support may be 
personal and unorganized. The renowned Mayo Clinic, for example, 
represents a highly organized pattern of medical care delivery, 
but most of its financial support comes from private patients -­
typically from affluent families . 

Technological efficiency is, indeed, a contributory factor in 
the world-wide movement towards the use of community health centres . 
On egal itari an grounds, it is sometimes argued that care for the 
poor (even when financed from publ ic  revenues) should be provided 
in the ' mainstream' of medical practice in the prosperous industr­
ialized countries -- that is, through fees paid by governments to 
privately practising physicians, local private pharmacies , and so 
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on. When the l ogistics of del i vering complex scientific services 
effectivel y  are considered, however, along with the cost -efficiency 
aspects of using rational teams of personnel, the value of organiz­
ed community health centres becomes increa singly apparent. While 
this pattern may deviate from conventional ' mainstream medicine' , 
it can usually furnish better quality and greater quantities of 
service than the traditional private doctor. This is coming to 
be recognized for all economic levels of the population in the 
United Kingdom -- with its rapid expansion of health centres as 
settings for the private general practitioner -- just as it has 
long been the policy in socialist countries and various develop­
ing countries. 

Overall Trends in Health Care Organization 

Al l in all, it appears that the worldwide trend is toward 
increasing organization of both the financing and the del ivery of 
health care. In spite of the counteracting pressures of an 
entrepreneurial ideology in all countries -- even those with the 
most highl y  collectivized financi ng -- the l ong-term trend appears 
to be in the direction of achieving greater equity through 
rational organization. The ent repreneurial pressures for regard­
ing health care as a commodity -- a consumer good to be bought and 
sold in the market-pl ace -- are gradua l l y  being overcome by the 
soci al pressures for the distribu tion of services accord ing to 
concepts of equity -- that is, according to each person's human 
needs. 

This concept of health care is reflected in the wor l dwide 
interest in national heal th pl ann i ng. It is seen in the high 
priority given by countries to extending primary health care to 
entire populations, as dramatized in the Alma Ata Conference of 
19 78, sponsored by WHO and UNICEF. National planning or 
' country health programming ' t o  achieve this goal means essential­
ly an intervention in the free market for the purpose of attaining 
equity. If the traditional entrepreneurial approach to health 
financing and organization resulted in the optimal distribution 
of man' s earthly good s ,  as conceived by Adam Smith, there would 
be no need for planning nor for regul ation. It is rather the 
highly imperfect operation of market dynamics , the distortion of 
competition by monopolistic practices, the extremel y uneven 
distribution of family incomes, and the great informationa l 
handicaps under which consumers mus t make decisions ( even when 
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financing ha s been col l ec t ivized) that have stimulated so much 
del iberate plann ing and regu l at ion to co rrect market fai lu re. 

1 9 1 

Systematic planning cf the delivery as well as the fi nancing 
of health care, moreover, is more readily achievable in most 
nations than similar pl anning or o rganization in other social 
secto rs . Health care relates to issues of life and death , which 
can dramatize the need for social change more readi ly than o ther 
issues. Hence, countries such as the United Kingdom or even the 
USA -- in which a basic entrepreneurial ideo logy motivates the 
distribution of food, clothing, housing, transport, and most 
other goods and services -- are quite prepared to make major 
social changes for achieving equity in health care. Even though 
the convent ional opposition of private health care providers may 
retard or deflect the course of advancement to a goal of health 
care equity, the impact of such opposition is bound to be 
transitory. Social reform for health care equity is not 
basically a revolutionary issue, and countries at every point 
on the political spectrum are undertaking it in one way or 
another. 

In spite of the many confli cts between forces for entre­
preneurialism and forces for equity, therefore, an assessment 
of wor ld trends surely justifies confidence in the future. In 
the long run, I believe, the simple model of relati onships between 
the financing and the organization of health care offered earlier 
will come to represent a val id picture of reality . The numerous 
soc i al and po l i tical pressures  for the organization of hea l th 
c are financing wil l ,  in effect, also generate pressures for the 
organization of health care delivery. Such a forecast can be 
offered with some confidence on the basis of the trend over the 
centuries towards implementing a concept of health care equity, 
as well as the requirements fo r the optima l applir:ation of 
technology in the world today. 

Resume: 

Les rapports entre l ' organisation et le financ£ment des 
services de sante, en laissant de c5te les  facteurs technol ogiques 
et politiques, peuvent etre schematiquement represente s comme un 
continuum lineaire a llant d' un mode individuel a un mode organise 
de prestation s, et d' une base personnel le a une base collective 
de financement. Ce continuum peu t etre elabore comme un model e  
simple a cinq echelons .  A u  p remier, les personnes et les families 
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paient les fourniss eurs individuels d e  servic es pour recevoir des 
soins. Au d euxieme, l e s  soins d e s  personnes gravement malades 
soot pris en charge dans d e s  ins titutions de charite par des 
oeuvres de bienfa i sanc e .  A u  troi sieme eche lon, l' assurance 
volontaire s ' associe a des services pl us organises, y compris 
les soins ambulatoires pour les maladies de gravite moyenne. 
Au quatrieme, les as surances sociales permettent une couverture 
plus large des cot isants. Enfin, au dernier echelon, le 
financement par les revenus publics as sure une couverture 
complete pour tous par des  services hautement organises. 

De eels rapports soot au mains partiel lement representatifs 
de la realite. Le premier stade se retrouve dans de nombreuses 
regions rurales des pays les mains developpes. Le deuxieme 
etait caracteristique des fondations religieuses soignant les 
pauvres et les malades au moyen-age, mode l e  existant toujours en 
partie dans de nombreux pays. Le troisieme stade a ete mis en 
place par les corporations en Europe, puis continue par les 
travail leurs de l' industrie, et il est largement repandu de nos 
jours, par ex . aux Etats-Unis avec le Kaiser Health Plan. Le 
quatrieme stade caracterise les progres  realises dans de nombreux 
pays depuis les annees 1 880, par exemple en Allemagne et en 
Autriche, avec l'etablissement de polyclin iques d'assurance 
sociale donnant des soins ambulatoires en dehors des hopitaux 
publics a caractere de bienfai sance. La couverture par les 
assurances sociales est nonnalement associee a une reglementation 
plus systematique des prestations de soins medicaux, s'etendant 
des baremes d'honoraires et listes de medicaments a des systemes 
de sante entierement organises a des fins de soins curatifs  et 
preventifs,  comme en Amerique latine . Toutefois, ces programmes 
ne couvrent que le travailleur as sure et peut-etre les personnes 
a sa charge, mais j amais 100% de la population. Finalement, l e  
cinquieme stade, qui fait appel aux finances publiques ,  est lie 
a de nombreuses formes de services de sante, notamment 1 es 
services preventif s  generaux , et il est extremement developpe 
dans les pays socialistes. 

Des rapports simples et lineaires de ce type sont constannnent 
modifies par l'opposition des forces  ent re es prit d'entreprise et 
equite. L'esprit d' entreprise a mene les fournisseurs, principale­
ment les medecins et les pharmaciens, a faire office de petits 
commer�ants, mais avec des restrictions profess ionnelles qui ant 
reduit la concurrence et permis aux services de sante d 'etre 
vendus avec un maximum de profits et a des prix de monopole. 
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L'equi te est soutenue par des mecanismes tels que l e  financemenr 
collectif, qui groupe les risques  des depenses des soins de sante 
pour l'ensemble des personnes et renforce a la fois l eur pouvoir 
collect if  de marchandage dans la fixati on des prix. 

Le Service national de sante britannique (NHS) a represente 
un pas considerable vers l'equite en fournissant des services 
complets et organises pour tous, pratiquement gratui ts au moment 
de leur utilisation, et finances par le produit de l'impot .  
Neanmoins, l a  force de l'esprit d'entreprise a e t e  si importante 
que les specialistes salaries des hopitaux ont conserve le droi t 
de consacrer 1 0  a 20% de leur temps a une cliente le privee, ayant 
l es rnoyens de payer. Des rnesures prises par le gouvernement 
conservateur actuel visent a developper le secteur pr ive "pour 
reduire la forte pression" exercee sur le NHS, mais elles sont 
plus susceptibles de drainer les ressources vers une minorite 
aisee, appauvrissant ainsi le principe d'equite. La Suede, en 
revanche, tout en adrnettant l'exercice de la medecine privee, 
interdit aux medecins fonct ionnaires de la pratiquer . Les 
cabinets prives subs istent, meme clans les pays social istes, comme 
la Pologne, mais seulernent en complement a un trava il a plein 
t emps clans les services publics, et avec un barerne d'honoraires. 

L'esprit d'ent reprise est plus prononce aux Etats-Unis, ou les 
fournisseurs restent largement prives, sauf en ce qui concerne 
l 'assurance sociale pour les indigents et les personnes igees. 
Malgre les procedures de controle, il y a d'abondantes preuves 
d'abus clans ces systemes de paiements  a l ' acte, par la multiplica­
tion de services inutiles. Depuis 1 9 71, 1 ' Etat a done subventionne 
et encourage le developpement de pl ans de sante groupes et pre­
finances (ou Health Ma intenance Organizations) dans lesquels J es 
medecins sont salaries et le pref inancement encourage des strategies 
economiques de sante fondees sur des services preventifs et 
ambulatoires. Cette reaction refle t e  l '  or ientation a long terme 
vers un financement organise propre a preciser les cou ts  et a faire 
na1tre le souci d'amel iorer l'efficacite e t  l' efficience, par exemple 
par l'implantat ion de centres de sante ou, comme en Italie, par 
l 'instauration d ' un service na tional de sante .  L ' importance des 
systemes de paiement est i llustree par les revenus (et les couts en 
resultant) des radiologistes payes sur la base d'honoraires, bien 
plus eleves que ceux de leurs collegues salaries. Dens les pays 
en developpement, la t endance est a J a  mise au point de reseaux 
st ructures de services de sante propres a ameliorer l'equite et a 

redui re l'espri t  d'entreprise. La complexite et l ' echelle 
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technologiques entra1nent egalement une plus grand e o rganisation 
allant des cabinets de groupe et des centres de san t e  pour s0 1ns 
prima ires aux services hospita l iers locaux e t  regionaux. 

La tendance i nternational e  va par consequent vers une plus 
grande planification pour un f inancement et des prestations 
organisees de soins de sante, et pour une plus grande equite . 
L es soins de sante comme produit de consommation commercialise 
sont de mains en mains acceptables et cedent la pl ace aux soi ns 
selon l es besoins, meme dans des pays a economie de marche. Les 
ecarts a partir du modele simpliste donne c i-dessus sont en voie 
de disparition, l e  modele refl etant done de plus en plus la realite. 
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STRATEG IES FOR CHANGE HEALTH PLANNING AND DIRECT PROV I S ION 

G. A. Popov 

Health and Economics * 

Human health is known to depend on a complex variety of 
natural (b iological and genetic) and socioeconomic factors. For 
the ind ividual these include: working conditions , real earnings,  
social security and welfare, recreation, nutr ition, living 
cond itions, education, provision of public utilities, phys ical 
education, general cultural level, health knowledge, and s o  on. 
The conditions needed to reproduce and ma intain a healthy society 
include both material elements (natural and man-made) and spiritual 
ones ( ideological, eth ical, p sychological, etc. ). A h igh living 
standard is not feasible unless the requirements of all persons 
for maintaining and preserving their health are met as fully as 
pos sible. 

Comprehens ive evaluat ion of the state of public health is 
difficult because a wide variety of factors affect the community's 
health and that of specific population groups. None of the 
generalized ind icators used at present (general morbidity rates , 
temporary disab il ity rates , invalidity rates , mortality rates , 
life expectancies, physical development indices, etc. ) can serve 
as an integrated health indicator for the community as a whole, 
since each reflects only certain aspects of health. This remains 
one of the most important problems including those concerned wi th 
the methodology and procedures of community medicine, health 
planning, and health economics. 

;', This paper has been rewritten by the editors with the 
approval of the author to make it more acces s ible to non 
special ists. 
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Publ ic health  is one of the most important 'unprodur t ive ' (l ) 

(service) branches of the economy, consuming signifi cant material 
and labour 1:esources. A serious problem is presented by t h e  
absolute and relative growth o f  the hea l t h  expendi ture i n  most 
countries. 

The difficulty of separately evaluating each of the factors 
affecting health does not mean that heal th  is ' immeasurab le' . 
Demographic indices, the character and rates of morbi dity, disab­
ility, and physical development, together with systematic evalua­
tion techniques, present a sufficientl y  object ive picture of the 
community' s health, of the basic underlying processes, and of the 
contribution of health to the national economy. 

In the development of modern productive forces, health and 
other services are supportive prerequisites to the creation and 
maintenance of a healthy labour force. However, cost-benefit 
analysis in the health sector - the keystone of health  economics -
remains extremely complicated. The concept of ' improvement of 
health' cannot be expressed adequately in the terms and concepts 
of political economy. The measurement of health, using the 
procedures for evaluating the costs of produced goods, raises 
both theoretical objections and practica l di fficu l ti es. The 
diff i culties encountered in eva l uating the economic cost o f  
impaired health, and i n  doing cost-benefit analyses of health 
programmes, arise mainly from the lack of direct ways of measur­
ing health costs and the results of medical and sanitation 
programmes. 

The Contents and Obj ectives of Heal th Plann ing 

Health planning is a system of measures carried out by the 
State and the public to adapt the suppl y  of servi ces to the needs 
of the population with in the exi sting economic resources. 

(l ) In the national accounting systems of the socialist countries 
of Eastern Europe, economic sec t ors which produce and sell goods 
and services, creat i ng a surplus va l ue, are c l assified as 
' productive ' .  Those sec tors wh ich are financed from th is 
surplus and which do not sell their output , e. g., hea l th services, 
are classified as 'unproductive ' .  (Ed. ) 
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In the s ocia list countries of Ea stern Europe three aspe�ts of 
health pl a n ning are ty picall y  singlPd out : fi rst, the pl anning 
obj ectives, which are conc erned with the various aspects of health 
and the processes affecting it; second, the p l a nning methodology 
necessary to understand a nd i n f luence thes e processes ; third, the 
organizational struc ture o f  the pl anning sys tem, its component 
parts, a nd the network of planning bodies with their relationsh ips 
and functions. The metl1odol ogy of  health planning involves not 
only ma croeconomic analysis, but interdisciplina ry inputs f rom 
many fields, such as demography and community medicine, as well as 
health economics. 

The basic relationship between society' s  socioeconomic object­
ives and its health objectives may be desc ribed as fol lows: society 
endeavours to create the condition s for good health, but its poss­
ibili ties for doing so depend on its economic development which is 
in turn affected by the level of hea l th. Hea l th and health 
services a re not i n  themselves a fac tor in production, but they have 
a mediating effect on the supply and qual ity of labour, which is a 
key factor in production , by improv ing general heal th, increasing 
life expectancy, reducing sickness absence, accidents, and disab­
ility, and hence increasi ng productivity. 

Long-range health plans shoul d  seek to determine the hest 
strategies f or improving health and the resourc es required to 
implement them. T he ultimate aim is to maximize the health a nd 
well-being of the populat ion within the avail able resources. 

Over 2000 quantita tive and qua l i tative indices are used in 
health planning a nd economics in the USSR. They can be classified 
into four groups, relating respectively to: a)  the state of health; 
b) the activities of health services; c) the provision of material, 
labour, and financial resources, and their utilization; and d) the 
medical, social , and economic e ffects of health programmes and 
activities , as well as their efficiency. The main general criteria 
in the comprehensive evaluation of health status a re the demographic 
indices, the character and the rates of morbidity, and the rates of 
disability and morta l ity. Thus, the product ' heal th' is described 
by a system of indi ces, characteri z i ng the di rect and final resul ts 
of the work of the pub lic health st aff. 
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The Contents and Obj ectives o f  Health Prognoses 

Health  prognoses are an int egral part of health planning . 
Prognoses are scientific hypotheses, ref l ect ing problems and 
possible ways of solving them on the basis  of available science 
and technology. Prognoses are used to suggest possible solutions 
and decisions, whereas plans stipulate the choice made, the final 
results expected ,  and the time period , as well as the work to be 
done and the funds and personnel required. Health plans are the 
guidelines, the basic documentat ion, for publ ic  health management . 

In health prognostication , the most import ant obj ect ive is t o  
determine the main fields and trends of scientific and technologic­
al development and of socioeconomic change, wi th the aim of 
improving health and increasing active working l ife. The prognoses 
help t o  concentrate the material and manpower resources in those 
fields of science and technology that are of decisive importance in 
decreasing morbidi ty and mortality rates and hence raising national 
productiv i ty. 

Health prognost icat ion can c l assify trends and help to solve 
problems in the following areas: 

developments 1n the medical sciences; 
improvement s in the environmen t ;  
improvements i n  living standards; 
demographic shifts; 
analysis of the ecological aspects of corrnnunity health;  
surveys of the character and rates of morbidity in respect 

of, say , particular diseases or groups of diseases 

(e. g. , infectious diseases ) or different population 

groups or corrnnuni ties; 
specialization and integration of medical care; 
development of long-range st andards for medical care, 

public health and epidemiological services, provision 
of drugs, development of health institutions, and 
st aff; 

improvement of the structure, organization, and management 
of publ ic health. 

Prognost icat ions of scientific, tec hnologi cal, and social 
developmen ts help to identify the most promising research trends, 
relat ing to the above problems, which should be considered in 
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developing long-range health plans. The methods employed depend 
on an understanding of the development dynamics of the fields 
concerned and vary accordingly. 

Scient ific Support and Monitoring of Long-Range Plans 

The scientific support and monitoring of long-range heal th 
plans are based on analyses applying the main laws of health 
development. The hea 1th situation is analysed sys terna tically to 
evaluate the existing level s of health care provision and to predict 
further health developments. 

The socioeconornic analysis of health status, and of the 
activities of health institutions and personnel , includes the 
eval uation of indices describing l iving st andards, the demographic 
situation , general morbidity rates, temporary and permanent 
disability rates, mortality factors and causes, and t akes in such 
pertinent aspects as cardiovascular diseases, oncol ogy, trauma, 
psychiatry, stomatology , geographical pathology, etc. , as well as 
standards of hygiene, including negative environmental factors, 
etc. 

The analysis also includes an evaluation of the extent to 
which the planned activities or programmes, and the funds and 
resources available, achieve the stated objectives. Here the 
effectiveness of the various interventions is of course related 
to the money and resources committed to them. Indeed, the 
primary goal of the analysis is to determine to what degree the 
structure of health services, the a c t ivit i es of the health 
institutions and personnel, and the material , labour, and finances 
provided satisfy the community' s healt h  requirement s  efficiently 
and effectively. 

Another , more complex type of evaluation, seeks to determine 
the contribution of health to the economy , i. e. , its  externa l 
efficiency. This involves, on the one hand, the social and 
economic costs of disease, disability, and prema ture death and, 
on the other, the socioeconornic effect s of dealing wi th them. 
Internal and external (social) efficiency are two sides of the 
problem rather than 'narrower' and ' wider' aspects of it. Form­
ulation of the problems of external efficiency is impossib l e  
without solving the problems of internal efficiency. 
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The social and economic cos t s  of heal t h  problems caused by 
specific environmenta l fac tors can sometimes be eva l ua t ed more or 
less accurately by special procedures. However, since the 
environment is a complex system whose behav iour is detennined by 
a variety of interrelated and interdependent factors, and the 
effects of these factors are in turn detennined by the state of 
the system as a whole, the 'cost' of the huma n environment in the 
wider sense is hard t o  assess. Attempts to assess it are never­
theless being made . Unfortunately, scient ists in dif ferent 
countr ies, and even sometimes in one country, evaluate economic 
costs differently, so that comparative analyses of the results is 
not feas ible. Their studies make use of dif ferent procedures, 
criteria, and indices for eva luating the health and economic 
potent ial of the populat ion. In addit ion to the methodological 
dif f iculties involved in select ing procedures for calculating 
econom ic cost s, there is the fonnidable problem of identi fy ing 
etiological relationships. What disease gives r ise to what 
costs ? A pathological process is typically the resul t  of 
mult iple fac t ors, while the same etiological factor can be implica-
ted in various diseases. Even more dif ficult t o  solve are the 
problems involved in evaluating the social and economic effic iency 
of health services, because of the importance of qualitative 
elements both in diseases and in the act ivities of the health 
services. These a spects are difficu l t  t o  fonnulate, class ify, 
and eval uate quantitat ively . 

The medical, social, and economic benefits obtained b y  
decreasing the rates o f  morbidity, disability, and premature death 
should be evaluat ed as fully as possible, with due attention t o  
the value o f  health improvement per se, the prolongat ion of 
econom ically active life, increa� in the gross national product, 
and so on. What is the social and economic ef f iciency of new 
medical services (special ized treatment and follow-up centres, 
screening, vaccination, etc . ) ,  improvements in the environment 
(air, wa ter, working conditions, l iving conditions, etc. ) ,  
decreases in the incidence of infectious diseases, and s o  on ? 
What is the contrib u t ion of suc h factors to disease prevention, 
improvement of community health, reduction of disability rates , 
prevention of prema t u re deaths, inc reases in t he gross national 
product. , prospects for social and economic development, a nd so on 
Health is suc h a w ide and compl ex field that, even if we comh ine 
qualitative and quant itative evalua tions, we cannot det 2nnine the 
full external effic iency of health interventions without analys ing 
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their internal effic iency in improving community health .  

Unfortunately, many indices used in devel oping health 
prognoses and plans merely describe the activities of medical and 
epidemiol ogical institutions. The qual ity, adequacy, eff ective­
ness, costs, and benefits of health  ac tivities are evaluated as 
process indicators rather t han from the standpoint of their 
ultimate effect on health st atus. It is extremely difficult to 
predict the potential ef fectiveness of the health act ivit ies 
proposed in long-range plans, i. e. the improvements in health 
status t hey will produce or their social and economic s ignificance. 

Development of Long-Range Health Plans 

The considerable growth of resources in the heal th services, 
the development of their organizational structure, and the increase 
in the number of indicators describing community health requirements 
all go to multiply the number of possible development scenarios and 
make it more dif ficult to make pl anning decisions (1) . Heal th 
planning, while being an integral part of social and economic 
planning, is by the development of scientif ically based norms to 
predict heal t h  service requirements. These are embodied in 
flexible one-year plans within the framework of longer-term f ive­
year plans. The definition of health needs depends on a complex 
interaction between health problems, as measured by various 
indicators, the exist ing structure and capabil ities of the health 
services, the import ance and resources accorded to them, and the 
sta te of development of the economy. 

One of the central probl ems of health economics,  planning, and 
management is to establish correct ratios between various types of 
medical care. In the US SR, as in other countries, health care is 
provided by a variety of services organized in various ways and 
using different levels and types of resources. Outpatient care, 
emergency services, hospitals, and sanatoria make up the basic 
structure of community medical care. Analysis of the relevant 
indices often shows tha t  the level and mix o f  services do not 
always match the available resources. However, the interchange­
abil ity of various types of medical care provides a solution to  
this problem. For instance ,  lower numbers of hospital beds are 
compensated by more home visi ts by doctors, although they inevitably 
see fewer patients in the available time; the more extensive the 
provision of outpatient services, the lower the requirements for 
inpa tient institutions, which are both capital-intensive and 
labour-intensive. 
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Since in integrated medical care struc turPs , each service 
may supplement, serve, or extend another one, it is unreasonabl e  
to analyse and plan any service ind ividually, without taking into 
consideration its links with others. Often, however, different 
services still have no proper s t ructural links; their planning 
and analysis are carried out separately, different indices are 
used for their evaluatio n, and they are almost always considered 
independently of each other. This situation can lead to an 
unbalanced provision of services and to problems such as over­
medicalization, excessive costs, and a waste of resources. 

In planning and distributing resources between the 
'productive' and 'unproductive ' branches of the economy, as well 
as within the health system, needs have to be met with in the 
limits of the resources. Giving preference to some branches 
means that other branches have to be restricted. Under socialist 
conditions, dilemmas of this kind arise, essentially from 
difficult ies due to rapid economic growth and the increasing 
material and cultural needs of the population. 

Extensive free specialized medical services, provided by the 
State, increase the nature and volume of the demand for medical 
care. This ,  in turn, determines, to a certain extent the 
capab ilities and the rates of development of the health institu­
tions, the training of health personnel, and the forms and content 
of health activities. 

W ide use of sc ientifically based progressive health standards, 
calculations of social and eco nomic efficiency , and the matching of 
provision to need are prerequisites for developing an optimal 
system of health planning . The creat ion of such a system implies 
the establishment of rational relat ionships between community health 
needs and the requisite health services, and the evaluation of the 
extent to which the needs are satisfied in terms of the medical, 
social, and economic efficiency of each service. 

The level of scientific, technological, and economic support 
for health plans, including their monitoring, depends to a great 
extent on the progressive character of the health standards adopted. 
These should reflect advances in science and technol ogy, in methods 
of health organization, and in administration at all levels. 
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Indeed, under conditions of high availab ility of medical care and 
accurate statistical documentation, utilization rates provide a 
reliable basis for evaluating morbidity, and hence for determining 
standards for medical care and health resources for the immediate 
future. 

In recent years many countries have carried out comprehensive 
health and social surveys analysing incidence rates of disease 
('exhaustive' morbidity) to reveal the discrepanc ies between need, 
and demand or use. These comprehensive surveys can provide a 
bas is for determining 'actual' or 'absolute' health needs, that 
is, the total needs, irrespective of the economic feasibility of 
meeting them. (The level of these needs is the highest of all, 
but the danger of overmedicalization has to be taken into consider­
ation. ) In practice, health standards must take account of 
service capacity. 'Actual' or 'absolute' needs are, nevertheless, 
useful for longer-term planning, say, over per iods of 10-20 years. 

All countr i es need to improve the performance of their health 
services. This, in turn, requires further improvements in the 
theory and practice of health planning, and wider use of the 
programme-oriented approach. To sum up, the stages of long-range 
programme planning are: demographic  prognostication, determination 
of the existing levels and trends of health development, determina­
tion of present and future health needs, evaluation of the exist­
ing economic prospects for solving the problems identified, and 
determination of specific health plans for the planning period. 

In conclusion, i t  should  b e  stressed that wide appl ication of 
the methods of mathematical economics will raise scientific 
support and monitor ing in health planning to a qualitatively new 
level. However, application of these methods requires changes in 
planning and prognosticat ion, in particular an improvement of the 
data base using computer technology. This is now poss ible as, 
indeed, are more extensive international comparisons, which could 
also offer useful insights into health problems and systems. 

Reference 

( 1 )  Popov, G.A. Principles of health planning in the USSR. 
Geneva, World Health Organization, 19 7 1  (Public Health 
Papers, No. 43) ,  pages 129-160. 



204 P0P0V 

Resume: 

La sante de l'homme depend d'une variete complexe de facteurs 
biologiques et socio-economiques. Pour l'individu, ces facteurs 
s'expriment au travers des conditions de vie et de travail, du 
revenu, de l'alimentation, de la culture et de !'education, des 
services publics et sociaux, etc. et comprennent a la fois des 
elements materiels et socio-culturels. 11 n'est pas possible 
d'atteindre un niveau de vie eleve sans satisfaire les besoins de 
sante de !' ensembl e  de la population d'une maniere aussi complete 
que possible, mais une estimation complete de la situation sanitaire 
d'une population est une tache difficile a cause du grand nombre de 
facteurs a considerer et du fait que chacun des indicateurs 
habituels (taux de morbidite, d'inval idite, de mortalite, etc. ) 
ne refl ete que certains aspects de la sante. Cela reste un 
probleme methodologique i mportant en matiere de gestion et d'economie 

de la sante. Par ailleurs, l es couts en matiere de sante sont en 
hausse dans la plupart des pays. Neanmoins, les indicateurs 
disponibles associes aux criteres appropries et aux techniques 
d'evaluation permettent d'exposer la situation en general, l es 
methodes de base utilisees et l a  contribution de la sante a 

l'economie. En fait, dans le developpement economique moderne, 
cette contribution est essentiel l e  au maintien de l a  sante des 
travailleurs. La sante ne peut etre appreciee sur le plan 
economique en utilisant les procedures mises en oeuvre pour 
!'evaluation du cout des produits industriels, et meme ! 'utilisa­
tion de l'analyse cout-benefice est complexe. 

La planification en matiere de sante dans les pays socialistes 
est centree sur trois elements: les activites socio-economiques 
et sanitaires a planifier, l a  methodologie appropriee, et les 
structures d'organisation et de procedure requises pour la mise 
en oeuvre. Le systeme economique offre le moyen d'assurer des 
services de sante qui, a leur tour, renforcent la productivite 
de l'economie en accroissant le temps de travail et la productivite 
de la main-d'oeuvre. La planification sanitaire a long terme doit 
preciser des strategies optimales pour le developpement de la 
sante et indiquer les ressources necessaires a leur mise en oeuvre. 
Pour ce faire, l'URSS fait appel a plus de 2. 000 indicateurs 
qualitatifs et quantitatifs de quatre types principaux, decrivant: 
l 'etat sanitaire; les activites de services ; les revenus et les 
finances des services ainsi que leur utilisation; et leurs effets 
medicaux, sociaux et economiques. Les principaux indicateurs 
permettant d'evaluer l'etat sanitaire sont les taux demographiques 
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et les donnees epidemiologiques. 

La planification de la sante suppose des pronostics de 
developpements possibles en tant que condition prealable au choix 
des strategies specifiques pour lesquelles des plans sont alors 
elabores. Ces pronostics doivent porter sur les principaux 
changements technologiques et socio-economiques qui affectent la 
sante, et il doivent permettre de concentrer les ressources clans 
les secteurs-cle du developpement tels que la recherche medicale, 
la protection de l' environnement, les niveaux de v ie, les change­
ments demographiques, l'ecologie et la morbidite. 

Les plans a long terme sont surveilles scientifiquement, en 
commen�ant par une evaluation de base de l'etat de sante de la 
population , et des services de sante. Puis les pronostics sont 
utilises pour examiner les developpements possibles, choisir les 
objectifs , preparer les plans et executer les programmes. Le 
developpement des services et les resultats peuvent etre controles 
par reference au programme et aux objectifs prevus. On a procede 
a des evaluations economiques des facteurs ecologiques defavorab les 
qui affectent la sante, mais les resultats varient trop pour etre 
utiles , et d'importantes questions restent sans reponse, en ce qui 
concerne les rapports complexes de cause a effet. Il  est encore 
plus difficile d' evaluer les aspects qualitatifs des services de 
sante. Malheureusement, une large part de l'evaluation des 
activites des services de sante reste au niveau intermediaire des 
prestations fournies sans egard a leur effet final sur l' etat de 
sante et la capacite fonctionnelle. 

L'accroissement des ressources disponibles et le nombre de 
facteurs pris on consideration augmentent la variete des scenarios 
possibles. Il est par consequent necessaire de disposer de plans 
souples a un an et a cinq ans. L'un des principaux problemes en 
matiere de gestion et d' economie de la sante consiste a determiner 
les rapports corrects entre les divers services tels que les 
pol ycliniques hospitalieres, l es services d'hospitalisation ,  etc. 
Lorsque les ressources ne correspondent pas aux besoins, la 
compensation par des services interchangeables constitue une 
solution; par exemple , un plus grande nombre de polycliniques 
hospitalieres reduit les besoins en hospitalisation. Cela 
s ignifie toutefois que les liens entre les services assoc ies 
doivent etre pris en consideration durant leur planification et 
leur evaluation. L' inobservation de cette condition provoque 
des couts et des pertes inutiles. La demande en services de 
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s ante, lorsqu 'ils sont complets et gratuits , est considerable et 
les besoins des autres secteurs en croiss ance doivent etre pris 
en consideration dans l'imputation des res sources . 11 convient 
de comparer soigneusement, l 'adequation entre l es s ervices et les 
besoins sanitaires.  De nombreux pays ant entrepris des enquetes 
communautaires completes afin de mesurer a fond la morbidite, 
mais la maniere de repondre aces bes oins depend de la disponibil­
ite des res sources.  Des analyses economiques quantitatives et 
sur ordinateurs peuvent ameliorer considerablement la qualite de 
l 'attribution et de la planification des ress ources en matiere 
de s ante, mais il faut ameliorer la base des donnees et les 
etendre notamment a des comparais ons internationales . 
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Strategies for change depend on the nature of the contemplat­
ed change, and in that respect two broad levels can be discerned: 
one relating to the underlying social and political principles or 
the philosophy on which a health care system is built, the other 
to what Professor Roemer refers to as the technological aspects of 
the system, i. e. , the question of how to ensure the optimal 
effectiveness and efficiency of whatever system exists. 

At the first level, relating to the social philosophy on 
which a particular system is based, a strategy for change may or 
may not be required. It depends on the larger social climate 
existing in the country, and one could well imagine that speakers 
from the United Kingdom, the USA, or the USSR, and those from 
developing countries, will have very different views regarding the 
need for, or desirability of, changing the system as it prevails 
in their country at this time. 

Depending, then, on the type of society one is talking about, 
there may or may not be seen a need to develop a strategy for 
change as regards the basic structure of the system. In large 
part, this is a function of the difference between social systems 
with a planned and those with a market economy. Countries like 
the United Kingdom or the Scandinavian countries l ie somewhere 
in between those extremes and actually all countries have some, 
however l imited, elements of both social systems. As for the 
health services, another factor has come to the fore which tends 
to change, if only gradually, the basic structure of health 
services even in countries with a predominantly market economy 
such as France, the Federal Republic of Germany, the USA, and 
other industrialized countries. The provision of health services 
has become more complex and costly everywhere and the 'health 
industry' with its high manpower input is one of the l argest in 
all countries, rendering it increasingly difficult for an 
individual to procure adequate care even if he has the means. 
In addition, the right of everyone to health care has come to be 
accepted more and more, even in such highly individualistic 
societies as that of the USA (5) , a trend reinforced internation­
ally by the Alma-Ata Conference of 1978. It is inevitable that 
the supply of the resources necessary to guarantee that right and 
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to ensure accessibility of services requires increasing public 
involvement, l eading to greater publ ic expenditure and hence 
accountability also in market economies. Observing contrasting 
health service systems, Anderson (2 ) many years ago identified 
two extremes - the USA as the most loosely and the USSR as the 
most highly structured system - and it may now be post ulated 
that the health service systems in al l  countries are tending 
to become increasingl y  structured. That this is actually 
happening can be confirmed by the changing patterns in the 
channel ling of funds for health s ervices in mixed or market 
economies. A good example of this is provided by the USA 
where, even without an explicit political commitment, funding 
sources have been shifting gradually from the individual to the 
collective and, within the latter type, from private to public 
channels, as depicted below, the original source of funds always 
remaining of course, the individual taxpayer or contributor: 

ALTERNATIVE 

-----
individual 

I THE PEOPLE I 

CHANNELS FOR FUND ING HEALTH CARE 

�ective 

-------7
i va te 

� 

commercial � non-profit local �state --', c entral 

If this transition is independent of, or even contrary to prevail­
ing social policies, it has come about elsewhere, as for instance 
in the Scandinavian countries, as a result of traditional welfare 
state policies, or, as in the United Kingdom, as the resu lt of a 
changing political climate in the aftermath of the war. In th e 
socialist countries, on the other hand, the change was part and 
parcel of the establ ishment of a new social order, beginning with 
the r evolution in the USSR in 19 17. 

So much, then, for changes in the basic concept underlying 
a health service system, where strategies for change may or may 
not be necessary or desired. 

As for technological changes, any health service sys tem must 
be adaptable to change simply because of developments in medical 



KOHN 209 

science and t echnology, dynamic demographic changes in populations, 
and changing healt h  problems, as wel l  as, in r ecent years, the 
shortage of financial resources for health  care and the resulting 
constraints .  The heal th service system may be l ooked upon as a 
living organism which, like any species, must adapt to new situa­
tions or else become cal cified and perish in the event. In other 
words, the syst em must be kept flexible and responsive to changing 
conditions. Two broad cat egories of conditions making for chang­
ing demands on the syst em can be identified. The first, and 
easier to comprehend and also to provide for, is a change in the  
sheer volume of the demand for services: an increasing population 
requires proportional ly more services, or a declining birthrat e  
reduces the need for obst etric beds. The other type is change  in 
kind, requiring something different from what there was before: 
chemotherapy for tuberculosis renders conventional sana toria 
obsol e t e, and new kinds of services and facilities are required. 
Psychiatric care offers a similar exampl e. A proper strategy 
for adaptation will try to avoid a situation in which the syst em 
is saddl ed with large and remo tely l ocat ed institu tions for which 
alt ernative uses are difficu l t  to find. Where inpa tient 
facilities are stil l needed for cases of tuberculosis or psychia­
tric illness, they can be constructed so as t o  permit their 
eventual conversion in to other kinds of heal th  care inst itutions 
or into housing or industrial premises. Even the acut e  hospital 
could be designed more flexibly than a t  present, perhaps using 
prefabricat ed modul es permit ting easier and quicker erection and 
dismant ling or changing. It should be possible to pool beds in 
a flexible  manner rather t han having them rigidly depar tmentalized. 
Hospitals, like schools, do not need to be buil t as perpetual 
monuments to perhaps well-meaning politicians. 

The ready adaptabili ty of the health servic es to changing 
demands is limited by the r i gidi ty of the investment in the 
training of personnel and the construction of facilities. 
Alt hough capital expenditure on the lat t er accounts for a 
relatively small par t, perhaps 5-10%, of t otal annual heal th  
expenditure, i t  determines the pat t ern of  heal t h  services for 
decades to come. The situation is s imilar with regard to the 
training of doct ors and other health  personnel. 

Strategies for change should aim at minimizing the impact 
on the community at large of changes in the health  services. 
The closure of a hospital, for instance, has implications not 
only for the personnel employed there, bu t also for the community 
as a whol e, because of the various supporting services and social 
institutions it provides in relation to that hospit al. 
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The implications for health planners are clear: it i s  not 
enough to have a plan, but there must be an ongoing planning 
proces s  with ready feedback. The need is for comprehensive or 
total rather than piecemeal pl anning, on a multidisciplinary 
basis with an input from al l affected by the pl anning, including 
the community. This makes health planning a very complex task 
indeed, but it is  aided not onl y  by modern data-proces sing methods,  
but als o  by the skill s  of operational research and systems analysis, 
al l of which combine to provide the pol icy-maker with alternatives 
to consider in arriving at his decisions - providing it is ration­
al decisions the policy-maker wants. All too often in the past, 
information has not always been used, even where avail able: changes 
in the numbers of the elderly or in the school population sti l l  
catch those responsible for services by s urprise. 

In summary, then, there wil l  be occasions for: a) making 
changes within the s ystem and b) in some situations ,  for changing 
the s ystem as such. The situations just referred to wil l  occur 
general l y  as the result of major changes in social policy such as 
those brought about by the 191 7 October Revolution in the USSR or 
the changing s ociopolitical climate in the United Kingdom resul ting 
from the Second World War and leading to the establ ishment of the 
National Health Service there in 1948 . Such changes in the system 
may mean, for instance, a shift from the private to the pub lic 
sector or a switch from insurance to a health service. It may 
concern, if not the entire health service system, an important 
component of that system as in the case of the 1972 legisl ation 
in Finland reorganizing community care and that of the s ucces sive 
introduction of universal hospital and medical care insurance in 
Canada. It should be noted, however, that a change in the s ys tem 
al so occurs gradua l l y, as is il lustrated by the s hift in many 
countries from personal and private to public sources of funding. 

On a different plane i s  the need for adaptability to changes 
within the system because of changing need patterns or technologic­
al changes affecting resources. Some examples of this type of 
changing demand on the health service wil l be briefly described 
below . 

Areas Requiring Adaptability to Technological Change 

Regardles s of their structure and the s ociopolitical frame­
work in which they function, health services mus t develop strategies 
enabling them to adapt to changing needs , changing resource factors 
and, as we have recentl y  learned, changing economic conditions -
in particular, economic constraints. 
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Some changes are reasonably predictable - for instance, those 
engendered by demographic t rends. Count ries in the temperate 
climatic zones, by and large the more highly industrial countries , 
face the problems of an aging population w i th maternal and child 
care needs levelling off. The l ess industrialized countries, 
mostly in the subtropical and tropical zones , still have to cope 
wi th poor maternal and child health and the infectious diseases. 
But gradually , in these countries too ,  as l ife expectancy increases, 
chronic and degenerative diseases gain in. importance. Adaptation 
to t hese changes will require a s trategy involving the deployment 
of very scarce resources on two fronts,  i. e. , that of persisting 
underdevelopment and that of gradual development ,  constituting a 
particularly difficult transition period for the count ries concerned. 

Advances in medical technology , however, cannot be as readily 
predicted, but  careful monitoring of the evolution of medicine can 
aid in the design of suitable s trategies because of the time-lag 
between new discoveries and the invention and putting int o  practice 
of new techniques. One of the difficulties here is, as for 
instance in the case of heart transplants and similar operations, 
to distinguish between the merely bizarre and glamorous procedure 
and those that may wel l  become impractical and not cost-effective 
at the prototype s tage but that, never theless , like new and 
initially expensive drugs , may be perfected to a s tage at which 
they will be both beneficial and economical. This, of course, 
is par t  of the s trategy to be adopted in the funding of medical 
research, in which the expected results may bear no relation to  
the money invested. 

Demographic trends and scientific developments are perennial 
factors to which not only health services, but society as a whole, 
must adjust. Apart from these, there are issues peculiar to the 
health services which have come to the fore in recent years and 
to which the heal th services mus t react. Inevitably they will 
also have implications for the financing of the services. Among 
these are: strengthening primary care; emphasizing primary 
prevention (notably of chronic and degenerative diseases in the 
indust rialized countries) , as well as self-help and other inter­
vention s t rategies; achieving an optimal bal ance between cent ral­
ization and decent ralization (this is bound up with community 
involvement ) ;  coping with the relationship between health and 
work (industrial or occupational health) ; rethinking the tasks 
and categories of health manpower; effectively coordinating the 
various services aimed at personal physical, mental  and social 
well-being; and , cutting across all these, the issue of c ost 
con tainment, which is of particul ar interes t in the con text of 
today ' s  discussion. 
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Pennies and Patients 

A decade or two ago, there was little perceptible conflict 
between the services that patients could reasonably (a term 
which itself requires comment) expect and society could provide 
in some form or other. The question of what is reasonable or 
adequate never loomed very large as l ong as only a l imited range 
of medical interventions existed. This changed, however, w ith 
the growing sophistication of medical techniques. A generation 
ago or so, when poliomyelitis was f eared almost as much as 
cancer is today, the provision of iron lungs for virtually all 
those who could benefit from them created many logistic probl ems 
but no insurmountable financial demand. It was an era when the 
public were urged to see their doctor at the slightest suspicion 
of something wrong w ith their health, when annual check-ups were 
recommended, and when the advice was that the more screening 
tests there were, the better. 

More recently, however, we have made a full U-turn. Before 
going to the doctor, we should exhaust all possible ways of self­
help; routine tests and check-ups are 'for the birds', we are 
told. We carefully question whether hip replacements, kidney 
dialysis, case-f inding programmes or organ transplants are cost­
effective, and it has become difficult to say whether it has 
turned into a question of pennies versus patients or whether we 
are just think ing more rationally with the patient's benefit i n  
mind. 

Sometimes the two approaches happen to go hand in hand, as 
in the case. of the strengthening of primary ea re. A U-turn here 
again: until recentl y, at least in the more in dustrialized 
countries, the general practitioner appeared to be heading f or 
extinction, to be replaced by more technology in the hospital 
and more specialization. Then, however, we began to realize 
that some'thing was needed to counteract the fragmentation of 
patient care and, particularly in developing areas, to improve 
access to care and make it universally available. It was th i s  
thinking that l ed u p  t o  Alma-Ata and f ound its confirmation there. 
Now health pol icy-makers have joined the movement to resurrect 
and enlarge primary care as a means of moderating the demand for 
costly care in acute hospitals. 

These are some of the areas in which the health serviceti 
have to develop strategies to adapt to changes that can occur in 



KOHN 2 1 3 

service structure and the organization of resources, or in 
financing mechanisms, but most likely in a combination of these 
feat ures. Although, conceivably, methods of financing need 
not direc t ly affect the ordering of resources - regional i zation 
of services, for instance, coul d be impl emented under a variety 
of financing mechani sms - there are st rong interact ions between 
the way a service is organized and the way i t  is financed. 
Means of regulation and cont rol also may act independently of 
organizing and financing, but here again authority and account­
ability wil l very much depend on who is paying the piper and 
how he is being paid. 

Financing 

International comparisons of health expenditure like that 
carried out by Abel-Smith in the 1960s ( 1) provide an interesting 
insight in to associations between costs or expenditure and the 
way a health service is structured. The actual data in the 
report referred to are, of course, completely out of date, but, 
if we use it to see what was happening in particular countries 
at a particular t ime, certain pat terns emerge that are s till of 
interest, even though today they may relate to other countries 
or different systems. If we take the countries as Abel-Smith 
found them around 1961 -62, the time of his s tudy, and order them 
along a continuum of the degree of structure, ranging from very 
loosely to very highly structured, we come up with the following 
table in which, on the basis of Abel-Smith' s figures, selected 
parameters are expressed as percentages of those for the USA, 
the country with the most loosely structured system. The 
resulting picture is as follows: 

Loose Intermediat e  Highly structured 

USA Canada Sweden 
United 

Yugoslavia 
Kingdom 

( % )  ( % )  ( % )  ( % )  ( % )  

Per capita GNP 100 64 62 5 1  10 
Percentage from 

government source 100 207 340 367 3 7 4  
Per capita current 

healt h  expenditure 100 66 58 36  8 
Healt h expenditure 

as percent of 
GNP in relation 
to USA 100 100 90 73 80 
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In this particul ar configuration of countries at a particular 
time, it can be seen that, as affluence decreases, the hea l th 
system becomes more highly s tructured, while an increasing 
proportion of the expenditure comes, as one would expect,  from 
government sources, per capita expenditure decreases, and there 
is a general decrease in the proportion of the gross national 
product (GNP) spent on health services. None of this, of course, 
takes into account the quality of services in clinical terms or 
their accessibility; the latter, however, may be expected to 
increase with increasing tightness of structure and increasing 
proportions of funds coming from government sources. 

This being so, one can only specul ate on the merits of various 
methods of financing and organizing services. The mos t socialist  
of  the systems in  the table, i.e. , that of  Yu8oslavia, is by far 
the least costly in absolute terms as regards per capita health  
expenditure, and the percent age of its GNP spent on health is also 
low. But, one can argue, this is onl y  in line with the country's 
relat ive standing in the per capita GNP league; again, a t  the 
time of the survey the country ' s  health resources may have been 
considered inferior in size and quality to those, say, of the USA. 
But one can also point to the United Kingdom, having about one 
half the GNP of the USA, yet providing health services at about 
one-third the cost of the s ervi ces in the more prosperous count ry. 
Its resources in those happier days may not have been all that  
inferior to those of  the USA, yet at a much lower cost it  provid­
ed a universal, comprehensive, and fairly highly socialized 
service, with hardl y  any impediment to accessibility. This 
certainly disproves the contention, sometimes heard, that a 
universal, social ized system of this kind is wasteful and ext ra­
vagant.  

We  have already noted the trend, in pluralistic systems w i th 
mixed public and private involvement in the financing of care, 
towards increasing public responsibility for funding. The 
relevant diagram was derived from experience in the USA but 
s imilar trends can be observed in ot her mixed systems. 

The following table shows the shift from private to social 
financing during the period 196 5-74  in the Federal Repuhlic of 
Germany ( 11) , France (9) , and the USA ( 1 0) 
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Germany 
France USA (Fed. Rep. ) 

1965 1974 1965 1974 1965 1974 
( % )  ( % )  ( % ) ( % )  ( % )  (%) 

Private 20. 5 19. 3 29. 6  24.9 79. 2 62. 4 

Socia 1 79. 5 80. 7 70. 4 7 5 . 1  20 . 8 3 7. 6  

The degree of change varies between the three countries. The 
absolute percentages are not strictly comparable from country to 
country, largely because of differences in the nature of the 
insurance institutions availabl e to the public apart from the 
national social security system. The 'mutuelles' in France, for 
instance, occupy a place somewhere between public and private 
i nsurances and are not included here under personal expenditure 
and private insurance. On the other hand, the sources of 
private expenditure in the USA include insurance mechanisms else­
where classified as social. In the USA many types of insurance 
or prepayment are considered voluntary, although in industry they 
often are part of the conditions of employment. Several systems 
of classification overlap here: thus distinction is necessary 
between individual, over-the-counter payment and collective 
arrangements such as the early fraternal societies and the later 
commercial insurances; between commercial and non-profit 
insurance; between the public and the private character of the 
insurance carrier; and between insurance, prepayment, and social 
security. Employer contributions to employee sickness insurance 
also constitute a manner of social i z ing the payment for hea l t h  
care. Nevertheless, the figures i n  th e above tab l e  are inter­
nally consistent for each country and they do reflect a trend 
toward diminishing the expenses to be covered by individuals or 
families out of their own pockets. 

Collective arrangements for pay i ng medical bil ls - and, 
equal ly important for the fraternal societies, providing for 
funeral expenses - began from the consumer side , wi th charity 
taking care of the destitute by paying the providers directly. 
While the consumers wanted protection against unpredic table 
expenses, providers on their part began exploring ways and means 
of easing their collection probl ems. There are early stories of 
doctors offering to provide their services to patients who were 
willing to pay a certain regular amount for whatever medical care 
they might need. During the Depression nf the 1 930s in the USA, 
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hospitals, and later organized medicine, instituted the B lue Cross 
and B lue Shield plans offering specified services for the payment 
of regular contributions. The provincial medical associations 
in Canada organized similar schemes within the Trans-Canada Medical 
Plan, predating the public insurance system instituted there later. 
In this connexion the different approaches to the public f inanc­
ing of health services in the USA and Canada make an interesting 
case study, reflecting the differences in the sociopolitical 
climate and professional power structure and attitudes in the two 
countries. In the USA, there had been talk not about a national 
health service, but about a national health (or rather sickness) 
insurance plan since the early part of the century, and particular­
ly s ince the Depression and the Second World War. There was , 
however, no political consensus, and inadequacies in the provision 
of health services were dealt with in a piecemeal manner as public 
concern was aroused from time to time or pressure groups succeeded 
in pushing their particular demands. Although there is general 
dissatisfaction with the present fragmented system (or absence of 
a system, as some prefer to call i t), there is as yet no political 
agreement on a solution. 

In Canada, on the other hand, the social awareness created 
during the Second World War and in the postwar period has led to 
the acceptance by a l l  par t i es and even the med ical profess ion of 
the principle of universal heal th i nsurance. Th is has been 
implemented in steps, starting with coverage of hospital costs, 
which was followed a decade or so later by coverage of physicians' 
services. Pharmaceuticals and dental care are still not covered, 
but provincial and priva te plans are gradually being extended into 
these areas. 

As st ated earlier, w i thin the channels of public financing 
the trend has been towards a greater share being assumed by central 
governments, but counteract ing factors resulting in demands for 
greater regional and local autonomy have in recent years led to 
various forms and degrees of decentralization, particularly 
apparent in the context of federal constitutions. The trend 
towards providing greater flexibility is also reflected in the 
changing nature of funds transferred to l ocal jurisdiction, which 
are tending to become less conditional and sectional, thus permitt­
ing greater freedom of use at the local level. Canada, for 
instance, switched from an earmarked contribution to the cost of 
provincial services to a system of federa l income tax reduction 
in favour of the provinces in addition to a cash contribution; 
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the effect is the same, but regional sensitivity is taken into 
account. An open-ended way of funding local services, however, 
renders it more difficult to maintain uniform standards across 
the country, and a floor determining minimum standards may be 
set. In d iscussing decentral izat ion in the funding of primary 
care in the light of the Alma-Ata Conference, a joint WHO/UNICEF 
document (6) postulates that at all levels 'funds are allocated 
and responsibility and authority given for the specific purposes 
of supporting primary heal th care by ear-marking funds to be used 
only for the purpose of primary health care and support to it'. 
In the Scandinavian countries, on the other hand, where local 
autonomy in health services has traditionally been linked w ith 
funding from local sources, there are indications of growing 
participation and consequent regulation by central governments. 

The pluralistic and fragmented character of funding in systems 
providing for the financing of services rather than the services 
themselves is illustrated by the proliferation of private or semi­
public schemes in some European countr ies, in the form of sickness 
funds under rel igious, political, or other sectional auspices. 
Simil ar patterns, though with less complete coverage of the 
population, prevail in Latin America. In the USA private coverage 
is provided by commercial insurance, by non-profit prepayment plans 
like the ' Blues ' ,  or by provider- or consumer-sponsored plans, 
including plans under the auspices of labour unions or employers, 
so that direct consumer payments now amount to less than one-third 
of the total personal health care b ill. Even the publicly funded 
schemes in the USA work under a variety of principles ; limited 
hospital care for the aged is covered by social securi ty, physicians' 
serv ices for the same group are subject to voluntary premium pay­
ments, while medical care for the welfare population is f inanced 
jointly by the federal and state governments, w ith criteria for 
coverage varying among states. The coverage of the aged, by the 
way, still leaves them with over one third of their personal health 
service costs to be paid out of their own pockets or by private 
insurance. 

Money for public expenditure on personal health services, 
whether for their f inancing or provision in kind, may be coll ected 
as general tax revenue from local or national direct or ind irect 
taxes, or it may be raised as an earmarked tax or premium. Among 
advantages claimed for the latter method are the greater stability 
of available funding, protection against enc roachment from other 
societal pr iorities, and presumed awareness of health care costs 
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on the part of the public. Disadvantages are the additional 
administrative costs and a certain rigidity imposed by the fact 
of separation from the general revenue pool. 

It is interesting to see how the methods of raising funds 
for health insurances may vary even within one country, where a 
federal constitution endows the component j urisdictions with a 
high degree of autonomy in health matters, even if about half 
the funds may come from the central government out of its general 
revenue. Such is the case in the provinces of Canada with its 
national s cheme of insurance for hospital care and physicians' 
services. While the predominant pattern is for the provinces 
to fund these services entirely out of general revenue, some 
provinces provide for additional, earmarked consumer contribu­
tions . Hospital care insurance is funded basically from general 
revenue but some provinces collect what are termed 'authorized 
charges' from patients, i. e. , relatively small contributions per 
day of hospitalization, sometimes with exemption for certain 
categories of patients such as children, welfare recipients, etc. 
For physicians' services, on the other hand, some provinces 
collect premiums, usually scaled for single contributors and 
families. One of the provinces obtains the funds for its 
insurance programmes from employer and employee contributions, 
based on a percentage of wages , with a fixed contribution from 
the self-employed. A little less than half of this goes on 
hospital services, the remainder to the health insurance board 
of the province. 

The application of the risk-linked insurance principle is 
found mainly in the fiel d of private insurance, but workmen's 
compensation schemes scale the employers' c ontributions according 
to the differential risks of various industries. A new twist to 
this approach has been added with the growing awareness of the 
impact of personal habits and life-styles on health, illness,  
and the demand for services: insurance rating may be increased 
for smokers , drinkers, or people pursuing dangerous sports, and 
earmarked taxes on such pursuits have been considered. Drastic 
cuts in the health budgets of many countries are taxing the 
ingenuity of local governments and individual. institutions in 
a search for other sources of income ranging from l otteries and 
various forms of betting to all sorts of local citizens ' 
initiatives. To the extent that such schemes succeeed, they 
restore, of course, the total societal cost of health care. 
When personal health care expenditure from al 1 sources in a 
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country is taken into account, therefore, there is no j ustifica­
tion for the view that it cannot afford universal health insurance 
or a national health service; arguments to this effect often 
simply neglect to take account of money spent outside the public 
sector. All the evidence points to the fact that public universal 
schemes are not any more costly to administer than a multitude of 
diverse plans, quite apart from the gaps, overlaps, and inequities 
inherent in the latter. 

Budgeting and administration are, of course, much easier in 
national programmes. The main problems they have to face reside 
in the need to achieve a delicate balance between centralization 
and decentralization, together with optimal equity among 
geographical areas. The degree and effectiveness of decentral­
ization are closely linked to the degree of local or regional 
responsibility for funding the services. Any local autonomy 
must be balanced by some equalizing action on the part of the 
regional or national government in order to avoid gross inequal­
ities in services between the more and l ess affluent parts of a 
country. Where the hiring of personnel and the provision of 
facilities is, within the context of a national plan, the 
responsibility of regional and local governments, although the 
funds come from a central source, as in the case of the National 
Health Service in the United Kingdom, the equalizing effort must 
be reflected in the allocation of funds. In thirty years of 
existence, this service has not succeeded in eliminating 
inequalities, and a special programme of equalization has therefore 
been designed by a Resource Allocation Working Party to channel 
funds to the regions, not only on the basis of population size, 
but also taking into account some - albeit still very crude -
measures of need, such as mortality and demographic character­
istics. This is being done, however, by 'robbing the rich to 
pay the poor ' rather than by bri nging the poor closer to the 
existing standards of the rich. 

Regulation 

Regulation or control can have two objectives: a) maintaining 
standards of quality, and b) control ling costs. It would appear 
that in most cases considerations of cost control have been 
predominant, partly perhaps because costs can be more readily 
measured and departures from the norms more easily observed, but 
also because the efficiency of administration is all too often 
judged merely in terms of money saved. Yet, the need for cost 
constraint is real, and the difficult task of the policy-maker is 
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to contain costs while preserving or even enhancing the quality 
of the service. 

Control begins at the nat ional level when budgets are 
prepared and intermedi ate and long-te rm strategic plans developed. 
It is at this l evel that the slice of the cake to be available 
for personal health service is determined, and it is the size of 
that slice that sets the overall limit for the public funds 
available to the health services. Private sector expendi tures 
must find their own level, but this too takes place in the 
context of the general economic  s i tuat ion. The pol i tical 
processes involved in this basic allocation of funds vary from 
country to country, and in the private sector they are as varied 
as the agencies concerned with health care. 

It is at this level that the portion of GNP to be avail able 
for health care is determined. It must be borne in mind here 
that health is promoted not only by the traditional, mostly 
curative, health services but that the new perspective on heal th, 
i nvolving life-styles and primary prevention strategies, emphasizes 
the need for measures directed at health maintenance, control of 
the social and physical environment (especially the working 
environment) ,  and consumer education, all of which at  best account 
for only part of the regu lar health service budget. Housing, 
nutri tion, accident prevention, and the improvement of social 
condi t ions generally requi re funds outside the health budget.  
The contributions made by the personal social services and thei r  
i nstitutions i n  the community also affect what i s  required for 
the medical services. It i s  at that level that the very bas ic 
regulating takes place; this process is the result of values, 
pressure groups, tradition, and expediency, but - it is hoped -
is aided more and more by relevant information. The processes 
that set the economic framework for the health services are too 
little unders tood and seldom, if ever, made explici t. Some time 
ago i t  was announced that the then Government of the Uni ted 
Kingdom had set up an 'inner cabinet commi ttee ' which would sort 
out priorities among such major sectors as educat i on, employment, 
health, social services and others di rectly concerned w i th 
personal welfare and health; however, lit t le more was heard of 
such an effort. 

Once these all-important borderl ines regul ating health 
expendi ture are drawn, regulatory processes become more specific 
and visible - here one may cite a recent newspaper report that 
French doctors had staged a 24-hour strike in protest at a 
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government pl an to reduce their fees if they prescribed too many 
expensive medicines to nationa1 health patients. 

Regulation may even be counterproductive as regards cost 
containment. That is evident where public programmes or 
insurance plans operate on a sectional basis, offering onl y  a 
limited service. A free diagnostic service for cancer is 
bound to attract patients with 'suspected '  cancer who coul d be 
diagnosed much more efficiently in a doctor ' s  office. Because 
of the high cost of hospital care compared with care in the 
community, hospital insurance has become much more common in the 
USA than insurance for other health services. Hence a tendency 
to seek services in hospital even when they can be obtained 
equally effectively and more economical ly, but not covered by 
insurance, outside the hospital. As in the case of a trade-off 
between public and private costs, the question is again: cost 
to whom ? The patient in the situation described saves by going 
to the hospital, while the insurance carrier loses and the overall 
cost is forced up. Also in the USA, beneficiari es of the plan 
for the elderly coul d not be admitted to a nursing home under the 
plan unl ess they were first admitted to a hospital. A similar 
disincentive to the economic use of services is, in many countries, 
the shortage of chronic beds or facil ities for custodial care, 
thus attracting to acute beds patients wh o could  be cared for 
better and more economically in alternative facilities. The 
rel ative l ack in some countries of appropriate accommodation for 
chronic patients, especially the el derly, can be seen from the 
fact that comparisons covering a wide range of countries in 
Europe and Nor th America show the range among them in the supply 
of chronic beds to be al most double that for acute beds. Similar 
disproportions can be found in the supply of nurses per physician 
or, genera l l y, in the supply of a cheaper as compared with a more 
costly resource. 

Policy decisions sometimes over l ook the unwieldy and costly 
administrative procedures they may entail without any correspond­
ing benefit to anyone. When a Roya l Commission on Heal th 
Services in Canada discussed recommend ations on paying for health 
care, it inclined to the idea that everyone should be required 
to contribute ac cording to his means; however, apart from being 
opposed to the idea of a means test, the commissioners found that 
the administrative costs of such a scheme wou ld  outweigh any gains. 
This is an example of the disincentives that can he built into a 
health service system. Another examp l e  is the practice of 
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'defensive medicine ' as a protection against possible liability 
litigation on account of alleged malpractice. 

Incentives and disincentives may be implicit in methods of 
remunerating the providers of services. Where the payment of 
physicians is on a fee-for-service basis, the weighting of items 
on the fee schedule may either encourage or discourage cheaper, 
but equally or more effective, procedures; preventive work, for 
instance, may be discouraged by the shortage or absence of 
remuneration for that kind of activity; on the other hand, the 
schedule for hospital vis its may encourage keeping patients in 
the hospital where several can be seen at one visit. The 
advantages and disadvantages of different methods of paying the 
doctor - e. g . ,  fee-for-service, capitation, salary, or combina­
tions of these - have been studied and reported on (7, 8) . 
Glaser concludes from his study that ' no method of payment is 
simple and produces easily predictable consequences'. The 
answer probabl y  is that doctors are human and differ in their 
motivat ions. Some may be solely 'in it for the money' and, 
therefore, there must be controls. But many, or perhaps most, 
act on motives other than merely, or predominantly, that of 
f inancial gain . Here mention may be made of a meeting many 
years ago on issues of national health insurance and the question 
of how doctors shoul d be paid. Among those present were the 
then secretary of the medical association and the dean of 
economics of the university. The former declared that fee-for­
service was the only method to stimulate doctors and to sustain 
the desirable doctor-patient relationship. To this, the dean 
of economics replied that he, for his part, took pride in his 
job and great personal interest in his st udents, though paid a 
salary . 

Existing payment systems have largely evolved on a tradition­
al basis and, in some cases of major changes in the health care 
system, were retained in order to placate the medical  profession 
and obtain its cooperation in an otherwise more socialized system . 
Administratively, salary is certainly the most efficient system; 
it seems to be working in countries where a hospital doctor is an 
empl oyee of the hospital, and there is no good reason why it 
shouldn ' t  work outside the hospital setting. Sweden switched to 
the salary system several years ago and when F inland implemented 
its health centre programme, the doctors were paid on a salary 
basis, though partly in order to put them on the same footing as 
the other members of the team with whom they were to work. Where 
the fee-for-service system persists in the context of a public 
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health insurance or  social security programme, as  in  the USA and 
Canada, various methods of control and limit ation have been 
introduced. In the USA increases in prevailing fee levels were 
limited. In Canada, various provinces tried different methods 
such as comparing doctors' accounts with profiles of similar 
practices, setting limits t o  a doct or's total earnings from the 
insurance programme, or letting public opinion have its effect 
by publishing lists of doctors with their incomes from the 
programme. Keeping profiles of prescribing patterns, as is 
done in France, is another way of controlling one aspect of 
medical practice. Requiring generic prescribing similarly aims 
at cost containment. 

Since it is the doctors rather than the patients who deter­
mine the demand on the health services, the British Medical 
Journal (12) has in recent issues, published articles containing 
suggestions from the profession on how t o  achieve savings with­
out lowering the quality of care. Examples include the 
restriction of routine screening procedures to high-risk groups, 
and the use of expensive equipment and operating theatres round 
the clock, or at least for longer hours during the day. 

All these methods of monitoring medical practice are primarily 
designed to control costs, without interferi ng with clinical 
freedom, but they also often cont ain an element of quality control 
which becomes more important in certain measures for the surveill­
ance of medical practice, such as those employed by the Profession­
al Standards Review Organization in the USA. 

In the hospital sector, too, i t  is often difficult to disting­
uish between regulatory activities aimed at quality and those 
concerned with costs. As in the monitoring of physicians' services 
and billing, it is more often a matter of detecting overuse than 
identifying and correcting underuse. 

Early concern with quality was left to motivated professionals 
like Florence Nightingale. Publ ic measures were limi ted l argely 
to ensuring minimum standards in the struc ture, equipment, and 
formal qualifications of staff. Most countries maintain some 
form of licensing or accreditation. The 1 icensing of hospitals 
represents a process whereby a puhlic authority grants permission 
to institutions to perform specified functions; similarly 
licensing is employed to authorize categories of personnel t o  
perform certain services. Accreditation, o n  the other ha nd, 
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applies only to institutions and their service programmes, 
ensuring that certain predetermined qualifications or standards 
are met. Costs began to be monitored, if not always effective­
ly controlled, when the infusion of public funds required 
accountability and some measure of budget review. In North 
America, where physicians are appointed to the ' staff ' of one 
or several hospitals bu t wi thout b ecoming actual hospital 
employees, the selection process is to some extent a mat t er of 
licensing them for work in the hospital (s) in question. The 
medical director of a hospital has a supervisory function, which 
is, however, rather w eak, where physicians work in the hospital 
as independ ent agents. This sort of medical audit or quality 
assurance is, especially in North America, increasingly carried 
out by medical committees and closely related to utilization 
review procedures, whose main objective is cost containment . 
A l l this requires standards by which to judge individual perform­
ance. I n  the USA, such standards were devel oped by a private 
agency, which invited hospitals, on a voluntary basis, to provide 
information on professional activities performed and services 
rendered in regard to specified diagnoses ; with the expansion of 
the scheme it was possible to circula te  standards of current 
practice to participating hospitals, but without attempting any 
value judgement regarding them. Und er the review procedures 
existing in the USA, pati ents may be assigned a l ength of s tay 
on admission, with review dates set  to consider whether continued 
hospitalization is needed. Canada has simi lar arrangements, wh ile 
in Britain a Hospital Advisory S ervice, set  up in 1969, provides 
for teams of professionals to visit local services and review 
standards of service. These systems are specifically concerned 
with the int ernal operation of hospitals. 

Under a national health service, ready means of budgetary 
control are available. Incentives or dis incentives are des i gned 
to promot e voluntary compliance wit h  national policy. Thes e may 
lead, if ineffective, to regulation. Regulation, on the other 
hand, may be relaxed where appeal and incentives for volunt ary 
compliance can be  expected to be more effective and promote better 
morale at the service level. For example, in the USA, th e 
government is now giving grants to hospita l s  willing to experiment 
with solar energy, which could bring abou t substantial savings in 
fuel bills, apart from reducing the dependence on traditional fue l s. 
It is conceivable that, if an operational solu tion is found, th e 
use of solar energy may become part of future regulatory require-
ments. In the United Kingdom, the hea lth department now circu l ates 
descriptions of the money-saving practic es tri ed in some hospitals 
to healt h authorities so that they may sugges t the adoption of 
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similar methods in their own areas ; these, too, may b ecome 
required practice, if found to be generally applicable. 

In systems involving public financing of health service 
providers in the private sector, the method of paying the 
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hospital is o f  particular importance. One US study concludes 
that the optimal form of reimbursement is 'a cost-based reimburse­
ment system predicated on departmental budgets', but leaves aside 
the question of what these departmental budgets should be (4). 

These, then, are the strategies applied at the 'micro' level 
of the internal operation of hospitals. At the 'macro' level of 
general policy regarding the hospital sector there is the tool of 
rationing by budgetary constraints - e. g. , by readjusting funding 
priorities and criteria, as in the cost containment legislation 
enacted in the Federal Republic of Germany on financing through 
sickness insurance funds (Krankenkassenkostendampfungsgesetz), or 
by cutting down on hospital expenditure, while strengthening 
primary care, as in the United Kingdom. 

In the socialist countries, the problems of cost escalation 
are similar and also particularly pronounced in the hospital 
sector. In the Democratic Republic of Germany, for instance, 
per diem expenditure in hospitals rose to 285% between 1960 and 
1978, compared with smaller increases in the ambulatory sector, 
where expenditure per new case rose to 1 41 %  for polyclinics and 
to 107% f or doctors' offices between 1 964 and 1978. Here, too, 
one of the strategies adopted is a s trengthening of the ambula tory 
care sector; whereas in 1965 ambulatory care accounted for a 
little over one-third of hospital expenditure, the proportion had 
risen to over one-half by 1975. A rational reassessment of man­
power functions is suggested as one means of containing further 
cost escalation (3) . 

The danger inherent in across-the-board cuts is that 'the 
b aby may be thrown out with the bath-water' and the hospital 
service may be permanently crippled. Studies, such as one now 
carried out in several European countries, aim at finding the 
' best buys' by comparing hospital performance in a variety of 
settings to gain new insights into ways of rationalizing hospital 
services and obtaining an optimal balance of care. This would 
involve considerations of manpower mix and functions as well as 
the application of technology to improve cost-effectiveness. 

An indispensab 1 e  too l in al l these approaches is an informa­
tion system that will  provide not necessarily more data, but more 
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relevant data for the policy-maker and manager. 

KOHN 

To sum up, it can be seen that different dimensions of change 
are required and that s trategies for change are geared to the type 
of change desired. Two dimensions of change in health care 
systems can be distinguished: one aimed at change � the system, 
based mainly on considerations of social policy; the other 
concerned w ith changes with in the system to adapt it to changing 
conditions of a chiefly technological nature. In mixed systems, 
there is a trend towards greater public involvement and account­
ab ility. 

F inancing mechanisms vary w ith the nature of the system . 
The basic distinction is between systems providing the service 
and systems paying for services provided by pluralistic agencies, 
institutions, and personnel. D ifferent methods exist in differ­
ent countries for raising and dispensing the necessary funds . 

Regulation is effect ed in public systems or programmes by 
budgetary constraints and rationing. Two ways of achieving 
policy ends are available, i . e . ,  voluntary compliance stimulated 
by incentives or d is incentives, and administrative or budgetary 
f iat. Measures a imed at cost containment are inevitably bound 
up with questions of quality assurance and medical audit. The 
issue remains one of containing costs w ithout los ing effectiveness 
or quality of care. The importance of an appropriate information 
system must be s tressed . 

Conclus ions 

Controls - and it is mainly cost control s  with which policy­
makers are concerned today - are most easil y exercised by l imiting 
funds for the provision of services, through budgeta ry cuts and 
various forms of rationing. These methods are no doubt effective 
and immediate. All too often, however, they disregard establish­
ed priorities. Also, we must ask ourselves if the services as 
now provided are as efficient as possible. S ince the acute 
hospital is the main target of cost conta inment, we may ask our­
selves why hospitals in a country, or similar hospitals in differ­
ent countries, can seemingly do the same thing for the same patient 
w ith such w idely differing resource inputs. The sameness i.s, of 
course, by no means easy to establ ish, but if cases can be standard­
ized on the basis of severity and outcome, comparisons are l ikely 
to reveal ways of rationaliz ing the system so that savings can be 
achieved w ithout impairing the quality of care and without l ong­
term damage to health resources. Therefore, the watchword in the 
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design and application of controls should b e: 

Rationalization before Rationing. 

The point at which regulation and controls can be applied 
and their leverage depend not only on the sociopolitical power 
structure, but largely also on th e prevailing funding mechanism. 
He who pays the piper calls th e tune. Local funding means less 
central control and vice versa; greater infusion of public funds 
means greater public accountability and corresponding control. 

Incentives and disincentives in something as complex as a 
health care system usually have effects beyond their immediate 
impact. If patients are insured only for hospital care becaus e 
it is the most expensive item, then it will attract demands that 
could b e  satisfied more efficiently elsewhere. If hospitals 
receive a bonus for keeping b eds empty, th ere will be more empty 
beds; if they are paid to keep beds full, then they will do so 
and at greater cost. Where physicians are remunerated on a f e e­
for-service basis, a ceiling will limit their individual incomes, 
but if the number of physicians increases, th e total cost will 
ris e correspondingly. Mere shifts from the public to th e 
private sector will not in thems elves alter the total cost of 
services. Shifts in emphasis from inpatient to primary care 
may help in reducing overall costs and at the same time make 
some fonn of ' heal th for all by the year 2000' more feasible. 
Carrying the same idea further, prevention of coronary heart 
disease, certain cancers, and other chronic diseases, as well as 
i n j uries , by i ntervention s tra tegies wi l l  prove more ef fective 
in con trol ling these conditions , and th e cost of care, than 
treating the sick or injured would be - just as communicable 
diseases have been controlled by preventive measures rather than 
by treating those suffering from the diseases, necessary as such 
treatment is. 

As regards cost-effectiveness or c ost-benefit, heal th 
economists should rid themselves of their inferiority compl ex 
about the difficulty of quantifying health benefits. Certainly, 
there should be some assurance - or at l eas t a high probability -
that what we are doing has some beneficial effects, or is effica-
cious. If we can measure th e benefit of some outcomes, as indeed 
we can, so much the better. But attempting to put a price tag 
on pain relief in tenninal cancer, on keeping the elderly active 
and as healthy as possible, on providing sufferers from kidney 
disease with life-preserving services is still as inpracticable 
as it would be to try to quantify the benefits of freedom and 
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security derived from defence expenditures or the benefits accru-
ing to society from grants to symphony orchestras or Olympic teams. 
For that matter, what is the benefit in hard cash of a city council 
putting a park bench somewhere or planting an extra tree? Such 
issues will, for the time being, have to remain subject to value 
j udgement in the light of social consciousness and social priorities. 
It would be dangerous to dismiss them solely because they cannot be 
metricated; the as yet unquantifiable benefits may well outweigh 
those we are able to measure. For the time being, many of the 
issues raised by the question 'What price health? '  will have to 
be assessed in the same way as so many other issues with a bearing 
on the quality of life in our societies. 
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Resume: 

On peut concevoir les strategies deployees en vue du change­
ment a deux niveaux: realiser le changement du s ysteme de soins 
de s ante ou realiser, au s ein de ce systeme, le changement de s on 
fonctionnement technologique, de s on efficacite et de s on rendement. 
Ce s ont les valeurs sociales de bas e en dehors du s ecteur de la 
sante qui determinent l'opportunite d'adopter des changements du 
premier type. Toutefois , meme les pays a economie de marche ont 
a faire face aux faits combines que les soins de s ante sont 
actuellement couteux, meme pour l es riches, tandi s que l 'acce s a 
ces s oins es t generalement cons idere comme un droit. Inevitable­
ment, le f inancement est devenu de plus en plus collectif et 
public, avec un accrois sement simultane des res ponsabilites et 
des reglementations. Ce phenomene a fait partie integrante du 
nouvel ordre s ocial en URSS, l ors des suites politiques de la 
guerre au Royaume-Uni, dans le cadre des politiques de developpe­
ment du bien-etre en Scandinavie, et i l  intervient maintenant par 
la force des choses aux Etats-Unis . 

Au niveau technique, le changement des bes oins, des techniques 
et des ressources de sante neces site une souples se d' adaptation 
quant au volume et au type de s ervices de s ante offerts, ainsi que 
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cela s'est produit par exemple pour la tuberculose et les 
maladies mental es .  Cette soupl esse est limitee par l a  rigidite 
a long terme resultant des investissements en installations et 
en formation. Le personnel et l es batiments, lorsqu'ils sont 
en place, sont difficiles a changer. En outre , les changements 
en matiere de services de sante peuvent avoir de vastes 
implications pour la communaute. Ces problemes de compl exite 
et de rigidite ne peuvent etre resolus que par une planification 
permanente et complete impliquant la pleine participation et 
retroinformat ion de tous l es interesses et l'utilisation de 
toutes les t echniques modernes disponibles. Actuell ement , notre 
planification ne tient pas toujours compte des changements meme 
previsibles, tels que des besoins qui result ent des t endances 
demographiques. Le developpement technologique est beaucoup 
plus difficile a prevoir; des percees sont imprevisibles et les 
techniques les plus spectaculaires ne sont pas necessairement 
les plus utiles et les plus faciles a appliquer, et vice versa. 
En outre, recemment , d'importantes t endances se sont progressive­
ment fait jour, mettant l'accent sur les soins primaires, la  
prevention, l'auto-assistance et  la participation locale ,  les 
mal adies professionnelles , le reexamen des taches et des 
aptitudes du personnel, la coordination des services sociaux et 
de sante et, evidemment, l a  limitation des couts. Alors que 
les interventions medicales etaient limitees , il y avait peu de 
desaccord sur ce que les patients pouvaient 'raisonnabl ement' 
esperer. Auj ourd'hui, les possibilites sont si etendues et la  
technologie si  couteuse que l'efficacite et l'efficience par 
rapport aux couts constituent des problemes cle ,  qui ont conduit 
a des changements de politiques aussi fondamentaux que l a  
declaration d'Alma-Ata. 

Bien que l'organisation et le financement des services de 
sante ne £assent pas precisement l'objet de relations mutuel l es,  
ils subissent une puissante interaction. Les  donnees inter­
national es laissent a penser que l es systemes de sante tendent 
a etre plus structures clans les pays les plus pauvres et que 
cela ameliore probablement le rapport cout-efficacite et l'egalite 
d'acces. La croissance des finances collectives et publiques 
provient a l a  fois des desirs des clients d'eviter l es couts 
imprevisibles et des desirs des fournisseurs de s'assurer le 
paiement de leurs services, mais la situation differe de pays 
a pays: clans le Canada d'apres-guerre, une assurance malaciie 
unviverselle a ete convenue par tous et mise en oeuvre par 
etapes , aux Etats-Unis, il n'y a eu aucun accord de la sorte ,  
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et les problemes, par exemple ceux des personnes agees pauvres, 
ont ete pris en charge de cas en cas. Des tendances nouvelles 
se sont egalement fait jour vers une plus grande souplesse et un 
controle local de l'utilisation des fonds publics. Les methodes 
de financement varient considerablement dans le detail et des 
limites budgetaires draconiennes dans de nombreux pays stimulent 
la recherche d' idees nouvelles, allant de primes supplementaires 
pour les risques de sante encourus volontairement, en pas sant 
par les loteries et impots a affectation speciale, jusqu' aux 
diverses initiatives locales. La comptabilisation de toutes 
les depenses privees, souvent negligees dans les releves de 
depenses de sante officiels, tend a infirmer l' argument selon 
lequel les programmes universels finances sur les fond publics 
seraient plus couteux. Le financement local necessite au moins 
un certain controle local des depenses, mais il doit egalement 
y avoir une certaine compensation centrale pour eviter toutes 
inegalites geographiques importantes. 

La reglementation se concentre essentiellement sur le 
controle des normes et des couts. Des budgets nationaux de 
sante peuvent reglementer le cout global du secteur de la sante, 
mais il faut se souvenir que d'autres secteurs, tels que les 
services sociaux, le logement, les conditions de travail et 
l'alimentation influencent egalement la sante. Neanmoins, des 
priorites et des systemes structures facilitent en general la 
reglementation. Inversement, des reglementations limitatives, 
par exemple en ce qui concerne le remboursement pour les soins 
aux malades non-hospitalise s, peuvent simplement encourager 
le recours inutile a des soins hospitaliers plus couteux mais 
rembourse s. De meme, les reglementations en matiere 
d' honoraires peuvent fausser le choix fait par le medecin des 
procedures cliniques, et certaines reglementations peuvent tout 
simplement couter plus cher qu' elles ne valent. Parmi les 
differentes methodes de remuneration des medecins, aucune ne 
donne lieu a des consequences simples et facilement previsibles, 
et la plupart resultent de la tradition plutot que d' une 
connaissance objective de leurs effets. La remuneration 
salariee est la forme la plus simple et apparemment la plus 
efficace, tandis que des s ystemes de paiement a l ' acte ont 
necessite une reglementation de plus en plus sophistiquee. 

Au fur et a mesure que les reglementations sur la limita­
tion des couts se developpent, elles penetrent de plus en plus 
dans les domaines de la productivite et du controle de la qualite, 
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notamment clans les hopitaux. La plupart des pays disposent d'une 
certaine reglementation d'accreditation ou d'homologat ion, de 
controle des normes, des institutions et des professions agreees 
pour l'execution de certains services. Les Etats-Unis et le 
Canada disposent egalement de procedures d'examens professionnels 
et au Royaume-Uni, le Hospi tal Advisory Service procede a des 
visites et a des examens des services. Les reglementations 
suivent souvent l'echec des conseils et des stimulants ou, 
inversement, elles rendent officielles des pratiques qui se sont 
developpees avec succes de maniere off i cieuse. 

Au niveau macroscopique, les principaux instruments de 
controle operent grace aux limites budgetaires et a la restruct­
uration des priorites, notamment en faveur des soins primaires 
et a domicile, une attention croissante etant apportee aux 
fonctions de main-d'oeuvre et aux combinaisons optimales des 
divers types de services. Dans toutes ces approches, des 
systemes appropries d'information constituent un outil indispens­
able pour les gestionnaires et les responsables de la politique. 
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Whatever their state of socioeconomic development, whatever 
their pattern of disease and demographic situation, and whatever 
the state and organization of their health and social services, 
all  countries may be considered to share in a common aim as far 
as the health status of their populations is concerned - to 
maximize the benefits derivable from limited resources. Of 
course, many different types of solution are proposed for attain­
ing this objective - and what is right for one particular country 
may wel l be totally wrong for another - and yet the common theme 
of 'health economics' should be continuously present. Although 
the definition of 'health economics' may differ from place to 
place, it is here interpreted in a dynamic , policy-orientated 
way as a mechanism through which progress to stated objectives 
may be optimized in the face of constrained resources. 

The aim of this paper is not so much to dwell on theoretical 
concepts, such as the different types of health benefit or the 
various characteristics of models of health services; but rather 
to discuss in some detail the actual position in Botswana - the 
background situation, the health problems, the economic constraints, 
priorities, and policies, and some of the criteria used for assess­
ing the progress made. Much of the informa tion, particularly  on 
the patterns of expenditure and sources of finance, was derived 
from a recent research proj ect undertaken by the Ministry of Health 
in Gaborone, in collaboration with the University Col l ege of 
Botswana, the World Health Organization, and the Sandoz Institute, 
Geneva. This was an explicit attempt to analyse resource use 
for the last financial year, and to draw policy conclusions. In 
addition, however, two particular case studies have been selected 
- one on the role of mobile services, and the other on procedures 
for purchasing pharmaceuticals - to try to illustrate the 
practical use of health economics, and ways in which the stated 
criteria can be uti lized to monitor improvements. At the out-
set, however, it must be firmly stressed that no attempt is being 
made to put forward a necessary prescription for other countries 
- rather the fol lowing is presented in the spirit that it may 
perhaps be of some interest to other countries besides Bot�rana. 
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Background Information about Botswana 

It is of great importance to make a few brief comments 
about the country of Botswana, the population, and the organiza­
tion of i ts health services, before it can be shown how health 
economics has been used there to improve resource allocation. 
The Republic of Botswana has an area of about 570 000 km2, and 
an esti mated (de facto) population of only 763 000 (1978) . In 
other words th;

-
population density of the country as a whole is 

just over 1 person per km2. About 84% of the land surface is 
covered with kgalagadi sand, whi ch supports a low, savannah-type 
vegetation. Indeed the availability of water is a dominant 
influence on the pattern of human settlement, and 80% of the 
population lives in the catchment area of the Limpopo River in 
the eastern part of the country. In other parts of the country 
there are d iscontinuous and sparse settlements, and altogether 
there are a dozen d ifferent tribes. Although the last census 
was in 1971, it is believed that the populati on growth rate is 
still about 3% per annum, the mortality rate in the first two 
years of life about 1 26 per 1000, and the life expectancy at 
birth 53 years for males and 59 years for females. 

As far as the organization of health services is concerned, 
the Ministry of Health has portfolio responsibility for the 
health of the nation. In addition the Ministry of Health runs 
the Government ' s  referral facilities - seven health centres 
(wi th bed numbers ranging from 8 to 57) , eight general hospitals, 
and the single psychiatric hospi tal. However, the basic health 
services - 200 health posts staffed by community health workers 
and 80 clinics staffed by nurses - are operated on a decentral­
ized basis by the d istrict and town councils. Although these 
local authori ties are responsible for the daily operation of 
these services, professional supervision is provided by nine 
regional heal th teams which are part of the M in istry of Health. 
In addition, although the Ministry of Health is firmly committed 
to an integrated and comprehensive system of health care delivery, 
a number of special units (such as maternal and child health/ 
family plann ing, health education, and epidemiology) have been 
set up to deal with particular programmes or disease problems. 
These are base d in Gaborone, but work through the regional 
health teams and the basic health fac ilities. 

In addition to the government fac ilities, medical missions 
operate three general hospitals, a health centre, and six clinics. 
There are also two industrial hospitals (both run by mining 
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companies) ,  a further two private clinics for the employees of 
the abattoir, and about 14 private doctors in practice. The 
overall bed/population ratio is about 2. 8 per 1000. 

Again, without going into detail, it should be poin ted out 
that the staffing of the health services depends primarily on 
nurses. A l t hough there are onl y  about 85 doctors altogether in 
the country, there are over 1000 nurses (4 76 registered nurse/ 
midwives and 530 auxiliary nurses) . There . are also 94 hea l th 
assistants and a total of about 3 50 famil y  welfare educators 
(the community health workers) . 

The Health Problems in Botswana 

In broad terms the health problems of Botswana are quite 
simil ar to t hose of most other developing countries. The follow­
ing two tables show respectivel y  the frequency of morbidity and 
mortality. 

TABLE 1. MORBIDITY RATES (ALL AGE GROUPS) , 197 7  

Cause group 

A l l  causes 
Normal deliveries 
All diseases and conditions 
Causes specified below 
Complications of pregnancy, del ivery, and 

the puerperium 
Accidents, poisonings and violence 
Diseases of the genitourinary system 
Measles 
Tuberculosis, all types 
Diarrhoeas 
Influenza and pneumonia 
Diseases of the skin and subcutaneous tissue 
Bronchitis, emphysema and asthma 
Diseases of the heart 
Symptons and ill-defined conditions 
Al l other causes 

Number % 

51 679 
13 122 
38 557  
27 860 

5 645 
5 358 
3 031 
2 646 
2 557  
2 4 58 
2 049 
1 720 
1 282 
1 1 14 
1 654 
9 043 

100. 0 
25. 4 
74. 6 
53.9 

10. 9 
10. 4 

5.9 
5. 1 
4.9 
4. 8 
4. 0 
3. 3 
2. 5 
2. 2 
3. 2 

17. 5 
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TABLE 2. MORTALITY RATES (ALL AGE GROUPS) , 1977 

Cause group 

All causes 
Causes specified below 
Tuberculosis, all types 
Measles 
Certain perinatal causes (including prenativity) 
Diseases of the heart 
Influenza and pneumonia 
Diarrhoeas 
Malignant neoplasms 
Accidents, poisonings and v iolence 
Avitaminosis, malnutrition and anaemia 
D iseases of the genitourinary system 
Symptoms and ill-defined conditions 
All other causes 

Number % 

1 5 17 100. 0 
1 1 64 76. 7 

248 1 6. 3  
147 9.7 
142 9. 4 
127 8. 4 
ll5 7. 6 
ll4 7. 5 

9 1  6 . 0  
78 5. 1 
6 1  4. 0 
41  2. 7 
50  3. 3 

303 2 0. 0  

As a short commentary on the above f igures, it may be noted 
that, despite an extensive BCG vaccination and treatment campaign, 
tuberculosis is still a maj or cause of both morbidity and mortality 
(particularly in the older age groups) . If the data are further 
broken down, it may be seen that diarrhoeas, influenza, pneumonia, 
and measles figure prominently, particularly for age groups under 
1 5  years of age; and that, for children under 5 years of age, 
avitaminoses, malnutrition, anaemia, and certain perinatal 
diseases also rank h igh in the lists of both morbidity and 
mortali ty. Sexually transmitted diseases have been rising 
(according to the offic ial statistics), and skin infections are 
also a maj or problem. In addition, accidents, poisonings, and 
violence are a serious cause of morbidity and mortality. 
Respiratory and intestinal infections are also widespread, the 
main contributory factors being an unhealthy environment (unclean 
water suppli es, lack of proper sanitary facilities, poor housing, 
and insufficent and improper food) and unhealthy personal 
attitudes and lack of knowledge about hygienic practices. 

Botswana's Economic Context 

The per capita income in Botswana is roughly US$ SBC 
( 1 977/78) , though the distributi on of income and wealth is so 
skewed that a major survey carried out in 1 974/75 found that as 
much as 45%  of the households in the rural areas had incomes 
below the rural poverty line . However, regarding expenditures 
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explicitly on health services and act1v1t1es, a comprehensive 
analysis has recently been made of the patterns of expenditure 
and their corresponding sources of finance in 1 978/79. The aim 
of this study was basically twofold: first to examine the 
present pattern of resource use and see the extent to which 
stated priorities are being carried out; secondly, as a follow­
up to a similar study carried out in 1 9 77, to ascertain what 
changes, if any, there may have been in the intervening two-year 
period. 

The Pattern of Resource Use 

In view of the fact that Botswana is still essentially a 
poor country, it is interesting to see the amounts and patterns 
of expenditure by the various authorities and agencies. The 
analysis below looks in turn at each of the 'institutional' 
health services - i. e. , the Ministry of Health itself, other 
central government ministries, the local authorities, the missions, 
and industry. 

Ministry of Health 

The Ministry of Health was found to have spent a total 
amount of about Pula 8. 9 million in 1 9 78/79, of which 81 % went on 
recurrent act1v1t1es and 1 9 %  on development projects. Of the 
recurrent expenditure, hospitals accounted for 59 % of the total 
(or 69% if the government subsidy to hospitals run by missions is 
also included). Excluding recurrent expenditure on headquarters, 
train ing, and mi scel lan eous items (notabl y  the mission subvention), 
inpatients accounted for 51% of the total, outpatients 1 9%,  
prevention 1 2%, and field administration and support 1 8% .  
Virtually all of the Ministry of Health's recurrent expenditure 
was financed out of general government revenue. 

On the development side, a total of Pula 1. 65  million was 
spent, of which 79% was used for the expansion of the National 
Health Institute. Only 3% of the development expenditure was 
financed by the Government's domestic funds, with the rest coming 
predominantly from foreign sources. 

Other Central Government Ministries 

The total expenditure by other central government ministries, 
either in support of the operations of the Ministry of Health or 
on other health-related activities, was estimated at roughly 
Pula 5. 86 million in 1978/79. Of this, 53% was accounted for 
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by the Department of Water Affairs, and a further 1 8% by the 
Central Transport Organization; 69% of the total went on re­
current activities, and 31%  on development proj ects. The 
recurrent activities were entirely financed by central government 
revenue, while the development projects were entirely financed 
from foreign sources ( 88% b i l ateral and 1 2% multilateral) .  

District Councils 

The d istrict councils spent about Pula 3. 2 million on the 
provision of health services and health-related activities in 
1978/79, of  which 61 % was on recurrent activities and 39% on 
development projects. Estimated per capita recurrent expend­
iture ranged from Pula 2 . 79 to Pula 8. 42 between districts. Of 
the recurrent expendi ture, 3% went on inpatients, 30% on out­
patients, 40% on prevention, and 2 8% on field administration and 
support. Concerning sources of finance for the recurrent and 
development expenditure of the district councils, it is estimated 
that 28% came from general (central) government revenue, 34% from 
the district councils' other revenue sources, and 38% from bi­
lateral foreign cooperation. 

Town Counc ils 

In 1 978/ 79, town counc il s spent about Pul a 1 . 6 mil l ion on 
the provision of health services and health-related activities, 
of which 64% was recurrent and 36% for development. The 
recurrent expendi ture was predominantly (69%) on preventive 
servi ces, though the per capita recurrent expendi ture varied 
from Pula 7.77 to Pula 10. 59 between towns. Because of the 
Government's pol i cy of non-subsidization of the urban areas, 
such expend iture was financed either directly or indirectly out 
of the town councils' own sources of revenue. 

Missions 

In 1978/79, the missions spent a total amount of nearly 
Pula 1. 6 million of which about 97% was on the recurrent provision 
of health services; 45% of their expenditure was on inpatients, 
22%  on outpatients, 1 2 %  on preventive act ivities, and 18% on 
administration and support. As far as their sources of finance 
were concerned, the Ministry of Health provided a subsidy of 
Pula 859 500 - 54% of the total. 
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Industry 

The health services provided by industry in Bots wana in 
1978/79 are estimated to have cost nearly Pula 1 million - of 
which about 60% was spent by Debswana at their hospital at Orapa. 
In addition, however, capital proj ects for the expansion or 
improvement of these health services are estimated to have cost 
a further Pula 82 000. 

It is particularly interesting to amalgamate the above data, 
and see the relative importance of each sector in the overall 
vol ume of expenditure (and the breakdown b etween recurrent and 
development expenditure) .  

TABLE 3. BREAKDOWN O F  EXPENDITURE BY INSTITUTIONAL PROVIDERS 
OF HEALTH SERVICES IN BOTSWANA, 1978/79. 

Recurrent Development Total - % 
(Pula)  (Pula) (Pula) 

Ministry of 
Health a 6 388 826 1 649 305 8 038 1 3 1  37. 8 

Other central 
government 
ministries 4 0 6 1  000 l 798 000 5 859 000 27 . 5  

District councils l 950 1 01 l 262 574 3 212 675 1 5. l  
Town councils 021 145 478 855 1 500 000 7. 1 
Missions l 528  000 55 000 l 583 000 7. 4 
Industry b 998 500 82 000 1 080 500 5 . 1  

Total 1 5  947 572 5 325 734 2 1  273 306 1 00. 0 
( 7 5 . 0%) (25%) 

a The Ministry of Health's subvention to the missions is not 
included in its recurrent expenditure. 

b For industry, only expenditure on the provision of health 
services was included. 

Simply from the above figures - and it is possible to break 
them down much further in order to examine particular items of 
expenditure (for example, cost of food per inpatient-day at 
different hospitals) or broad functional categories - it may be 
seen that the Ministry of Hea l th itself accounted for only about 
40% of total recurrent expenditure. Or, to put it another way, 
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the per capita expenditure by the Ministry of Health alone, under 
its recurrent budget (excluding the subvention to the missions), 
was about Pula 8. 4 ($ 10. 1 ) ;  whereas the overall per capita 
recurrent expenditure was Pula 20. 9  ($ 25. 3 ) .  Recurrent and 
development expenditure combined gives a per capita expenditure 
of about Pula 27. 9  (US$ 33. 7) . 

Although these figures are of course specific to Botswana 
and their relevance to other countries is only relative, the 
main point being made is a general one. This is simply that it 
is important to look at the health services as a whole, both from 
the point of view of their day-to-day operation and management 
and also from that of planning and resource use. 

However the recent study did not deal merely with the 
' institutional health services', but went further. This was 
mainly because the scope of the study was defined in terms of 
purpose or intention rather than achievement or result - this 
corresponds to the definition used by a recent WHO Study Group (l) . 
It was therefore decided to include various other health-related 
activities and expenditures. To take the example of industry 
again, the mines in Botswana spent considerable sums on such areas 
as mine safety and particularly air pollution control. Indeed 
it is estimated that these amounted to about Pul a 1. 4 5  million on 
a recurrent basis and about Pula 3. 1 on capital proj ects. The 
total health-related expenditure by industry thus came to about 
Pula 4. 53 million altogether. 

In addition, certain other areas were considered to have 
used resources specifically for health-related reasons - these 
included a parastatal agency, foreign cooperation, voluntary 
organizations, and commerce. When aggregating the totals of 
course, one must remember to avoid duplication (for example, 
where there is financing of government development projects by 
foreign cooperation) ,  and yet it is instructive to look at each 
area in turn. 

Parastatal Agencies 

The only parastatal agency included in the study was the 
Water Utilities Corporation (WUC) .  It is estimated that about 
Kl 1 million of water was sold by WUC in 1978/79 and used for 
health-related activities (drinking, personal hygiene, etc. ) ,  
and that the cost of supplying this amounted t o  roughly 
Pula 346  000 . The WUC operates on a commercial basis and the 
cost of the supplies was covered by consumer payments. 
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Foreign Cooperation 

Foreign cooperation is particularly important in the health 
sector in Botswana. In 1978/79 it is estima ted that the total 
value of such cooperation was about Pula 1 0. 9  million, of which 
37% was on a bilateral basis and 63% on a multilateral basis. 
Supplies through the World Food Programme accounted for 37% of 
the total, while development expenditure through the government' s 
accounts accounted for a further 47%. 

Voluntary Organizations 

Voluntary organizations in 1978/79 spent nearly  Pula 1. 8 
million in the health sector in Botswana - of which 85% came from 
voluntary organizations based abroad. Funds for refugees 
accounted for about 67% of the expenditure, while only Pula 62 700 
(i. e. 3. 5%) represented funds for development projects provided 
through the Government. 

Commerce 

Four commercial medical insurance schemes were in operation 
in Botswana in 1978/79, but they were on a relatively small scale, 
and it is estimated that the contributions of their members came 
to only about Pula  1 03 000. 

Private Individuals 

Apart from the above, however, it was found that private 
ind ividuals also spent very substantial sums on the promotion of 
their own health or in seeking cures for diseases or complaints. 
For example more than Pula 4 00 000 was spent on fees at clinics 
and hospitals, etc. , while over 50% more than this was spent on 
the services of private doctors. It was estimated that about 
Pula 500 000 may have been spent by residents of Botswana in 
seeking health care services in adjoining countries. Of even 
greater importance, however, was the expenditure on traditional 
practitioners within the country. It was estimated that there 
may have been about 7600 traditional practitioners (diviners/ 
herbalists and also faith-healers) in Botswana, and that the sums 
paid to them (in cash and kind) may have been in the region of 
Pula 3. 3 million. Finally it should also be mentioned that 
Pula 1. 3 million was spent on health-related purchases from shops 
- about Pula 160 000 on drugs and medicines, and about Pul a 1 1 40 000 
on patent medicines and first-aid items. 
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Even ignoring the indirect costs and contributions inevit­
ably incurred in seeking health  care services, it may be seen 
from the above that private individuals themselves may have spent 
something over Pula 6 million on health and related services - in 
other words, an amount equal to about 85% of the recurrent 
expenditure of the Ministry of Health, or roughly Pula 8 ($ 9. 8 )  
per capita. But if one wants to go even further, it was also 
estimated that private individuals spent (or produced in value on 
a subsistence basis) about Pula 91 million on food; and about 
Pula 7 million on basic housing (in the rural, periurban, and 
sit�-and-service areas). While it is somewh at controversial 
w hether such expenditure genuinely falls within the scope of a 
survey like this, the amounts serve to underline the important 
role of individuals themselves not only in the promotion of their 
own health, but also in the use of the relevant resources. 

Self-Help Activities 

In considering resources devoted to health services and 
activities, self-help or community projects should not be forgotten. 
In fact these are on a relatively small scale in Botswana, and it 
is estimated that their total value may have come to only about 
Pula 50 000 in 1978/79. 

Changes in the Pattern of Resource Use 

Although it is often difficult to monitor changes in the over­
all pattern of resource use, it is important to try to assess the 
degree to whic h  stated objectives are in fac t  being met. An 
attempt was therefore made, in the recent study on pa tterns of 
expenditure and sources of finance, to compare the results with a 
similar study done two years before. Because, however, the scope 
of the two studies was slightly different, and because some of the 
assumptions used in the analysis of the data differed, grea t care 
had to be taken to distinguish the real changes in resource use. 
Nevertheless, mention might be made of some outstanding points. 

In the first place, the expenditure in most of the sectors 
rose substantially in the two-year period, even taking infla tion 
into account. For example, the recurrent expenditure of the 
Ministry of Health rose by about 25% from 1976 / 7 7  to 1978/ 79. 
However, the dependence of health devel opment projects on external 
sources of finance continued - or even increased - and the role of 
foreign cooperation in general grew considerab l y. This was partly 
accounted for by the refugee problem, in connection with which 
considerable resources were made available, especially through 



SEBINA 243 

foreign cooperation and voluntary organizations. As for the 
mission facilities, their financial problems were eased somewhat 
by the introduct ion of a new methodology for the calculat ion of 
the government subsidy for their recurrent activities. On the 
other hand, the health-related activities of industry were found 
to be of maj or importance in 1978/79, principally as regards 
expend iture on air pollution control measures. The proportion 
of the total expenditure incurred by private i ndividuals was also 
found to have increased, although the relevant estimates were 
subj ect to relatively large margins of error. 

Priorities and Policy 

A great deal of attention has been given above to some of the 
economic aspects of Botswana's health services and activities - but 
it is believed that, once disease problems have been analysed, it  
is then necessary to  study economic and financial constraints before 
optimal health poli cy can be formulated. Other constraints (such 
as manpower, technnlogy, and organization, etc. ) w i l l  not be 
considered here, as they will be taken up in greater detai l  later 
in the conference. 

In view of the identified health problems and economic  con­
straints, the government has now selected the adoption of primary 
health care as its top objective for the forthcoming National 
Development Plan V which w i ll cover the period up to 1985. In 
many ways the selection of primary health care was a logical 
extension of the objectives of the previous National Development 
Plan, and in practice will m ean the continuation of much that i s  
already being done. 

At the s ame time, however, it must be c learly appreciated 
that w ith limited resources it will always be necessary to make 
decisions on the allocat ion of resources between competing needs -
and not only will many ongoing act ivities in various spheres natural­
ly call for expansion and improvement, but several new and import­
ant additional areas have been identified as needing support. It 
will therefore be essential for both continuous and periodic 
evaluations to be made to ensure that resource use is consistent 
w ith stated priorities. Besides periodic analyses of patterns 
of expend iture, etc. , resort can also be made to the monitoring 
of various criteria in order to assess progress made. These 
criteria of course are not themselves 'objectives', but rather 
proxy ind icators of the object ives. 
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Criteria for the Establishment and Monitoring of Targets 

Three particular criteria are often discussed in the l itera­
ture: coverage, effect ivenes s, and efficiency. Each of these 
w ill be discussed in turn, after which case studies rela ting to 
the first two criteria w ill be presented. 

As far as coverage is concerned, the M inistry of Health has 
prescribed a radius of 1 5-km for the catchment area of the basic 
health facilities. It is acknowledged that other countries may 
apply other standards, and indeed there has been a lot of discus s­
ion in Botswana about the advantages and disadvantages of reducing 
the distance to say 5 or 10 km. Yet, as Botswana is a big and 
thinly populated country, and especially as the people are used to 
travelling quite long dis tances, it has been decided to retain the 
existing standard for the time being. 

Anyway, under the present system, it is  estimated that about 
85-9 0% of the population is covered by some sort of health 
facility. This relatively high coverage is largely due to a 
major project (now in progres s  for about s ix years) whereby a 
network of clinics and health posts is being built up in rural 
Botswana. It should however be pointed out that the estimate 
applies to the vil lage homes of the people and that, particularly 
in t he rainy season when the people leave their villages and go 
to their lands and cattle posts, the coverage may sometimes be 
rather lower. In addition, it may be noted that, in contras t to 
several of the dis tricts in the eas t, which have a coverage rate 
of nearly 1 00%, the western districts ( such as Gants i and 
Kgalagadi) have rates of only 65-70%. These are the remote areas 
of the country where nomadic tribes l ive, and they pose special 
problems a s  regards the provision of health serv ices in a cos t­
effective way. This matter, and especially the role of mobile 
health services, w ill be discussed in more detail later in this 
paper. 

Regarding effectiveness, it is extremely difficult to 
quantify the ultimate effects of health services - and, even if 
changes in the actual health status of the people could eas ily be 
gauged, there would still be the problem of trying to identify 
the causative factors. In other words, one would have to try to 
find out the extent to which any improvements were due to the 
health services as such, as opposed to environmental changes, 
better personal or community health practices, or other factors . 
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In this situation, it is therefore usually necessary to resort 
simply to certain indicators of effect i veness (such as vaccination 
rates, or numhers of babies de livered in supervised conditions) .  
In this respect, it may be noted that the estimated immunization 
coverage of the target popul ation of Botswana in 197 7 was 70% for 
d iptheria-pertussis and poliomyelitis; 4 5% for measl es; 85% for 
BCG; and 90% for smal lpox. As far as deliveries under super­
vision are concerned, the proportion is estimated at about 65%. 

The efficiency of the health services is also very difficult 
to quantify. However, certainly in the case of Botswana, it is 
possible to point to certain areas of particular concern. One of 
these relates to the probl ems involved in staffing the remote 
health facilities, especially the health posts and clinics. These 
problems are compound ed by the fact that the conditions of s ervice 
for nurses are actually worse in the rural areas under the local 
authorities than und er the Ministry of Health, although this issue 
is currentl y  being examined by a Presidential Commission on Local 
Government Structure. However, the question of induc ements for 
service in remote areas is a compl ex one, with many different 
possible approaches, and must also be reviewed in the light of 
the staffing situation and problems for other groups (such as the 
police, community development officers, teachers, etc. ). 

A second area which may be mentioned is that of hospita l and 
health servic e administration. To some extent the situation in 
this area is improving as the result of a course recently set up 
to train administrators, but there is no doubt at a l l  that many 
of the existing fac il i t ies are run i nefficiently in one way or 
another. 

Third ly, the maintenance and repair of hospital and clinic 
equipment present a maj or problem in Botswana. In the past there 
was rarely anyone to do preventive maintenance work or to carry 
out actual repairs on mal functioning items . Large and expensive 
items of equipment (X-rays, microscopes, autoclaves, etc. ) have 
had to be sent outside the country for repairs. Sma l l  appliances 
which have stopped working (possibly only because a plug end was 
loose, or because a fuse or bu lb had burnt out) have often been 
stored away as usel ess and new ones ordered. In order to improve 
the situation, the Ministry of Health is having a number of 
technicians and maintenance man train ed, but it is stil l expec t ed 
to be some time before effi ciency in this respect is noticeably 
improved. 
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Other examples of inefficiency could be given, but it is felt 
that the above may be of general relevance to other countries, as 
well as Botswana. In any case, what must be emphasized is the 
need to make maximum use of existing resources - often a great 
deal more output (benefits) can be attained even without addition­
al inputs. 

Two Case Studies 

In view of the above-mentioned criteria, it was thought 
appropriate to present the two following case studies - the first 
looking at ways of improving coverage, and the second looking at 
ways of improving effectiveness. Again, while these two examples 
are taken from the experience of the Ministry of Health in Botswana, 
it is believed that the principles illustrated are of more wide­
spread interest. 

1 )  The Use of Mobile Health Services 

It has already been explained that most of Botswana is very 
thinly populated, and that about 1 0- 1 5% of the population are at 
present outside the catchment area of fixed health facilities. 
In this situation, it is not surprising that over the years, there 
has been a great deal of discussion of the possibility and implica­
tions of the use of aircraft to supplement the existing health 
care delivery system. 

The first proposal for a flying health service for Botswana 
came in the form of two reports by the African Medical and Research 
Foundation International (based in Nairobi) in July and November 
1972. These reports recommended that the Ministry of Health 
purchase two Cessna 206 aircraft, one to be based at Gaborone and 
the other at Maun. It was suggested that they would carry out a 
range of both scheduled and emergency activities and would work 
in conjunction with a radio communications network. The proposed 
service was to be a separate mobile unit having its own pilots and 
medical and other staff. In 1972, the capital cost of the project 
was estimated at slightly over Rand 191 000, and the recurrent 
costs Rand 91 500 per annum. Although at the time there was 
considerable interest in these proposals, it was decided to post­
pone the decision to implement them. 

Two years later, there was a further consultancy report 
concerned primarily with the development of the hospitals in the 
country. This report, however, also suggested that the govern­
ment should purchase a single aircraft and organize a less 
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elaborate flying health service than the one proposed by the 
African Medical and Research Foundation International. This 
aircraft would be used for supervisory trips by medical personnel 
and for the provision of emergency supplies on a highly selective 
basis. The suppl ementary use of charter aircraft when neces sary 
was also suggested, and it was proposed that the entire scheme 
should be established only as a pilot project. 

Although the Government came very close ·to adopting the 
proposal to purchase at least  one aircraft for the Minis try of 
Health, it decided to reques t  a further consultancy report in 
1975 with the following terms of reference: 

1) To assess  the relative value of mobile health 
services (with special reference to land vehicles 
and aircraft) in increasing the effective coverage 
of the rural population of Bot swana by primary 
health services. 

2) To make specific recommendations regarding the 
potential use of aircraft in the health services 
of Bot swana. 

3) To carry out a more general examination of the 
principles involved in the use of mobile facilities 
in the health services of developing countries. 

Although it is not pos sible here to review the whole of this 
report (which, for example, made cos t-effectivenes s  comparisons 
of fixed and mobile health services) , it is relevant to mention 
its conclusions concerning the use of aircraft. The overall 
strategy proposed was for the Ministry of Health to charter 
(rather than purchase) an aircraft and use it f or only 12 days 
per month. It was argued that the Ministry could not us efully 
employ a plane on an organized and scheduled full-time basis, and 
that its  consequent underemployment would lead to its diversion 
to 'emergency' work (much of which would not be for t rue emergenc­
ies at all) . It was also argued that it would be difficult for 
the Ministry to organize the maintenance and the relevant admini­
strative tasks properly, and that the whole operation would almos t  
certainly be expensive and inefficient. I n  short the report's 
analysis showed that planes should be used onl y  for limited 
(supervisory) purposes; and that, with the limited usage proposed, 
it would be more economical to charter a plane on a scheduled basi s 
than have the Ministry of Health operate a plane itself. 
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Although the Government has reservations about much of the 
1 97 5  report, the recommendat ions in the report were broadly 
accepted. Two of the regional medical officers now each make 
3-4 day trips by plane around some of the remote c linics which 
they supervise, and planes are also chartered for specific 
'mercy' flights. It may be noted, however, that with the 
establishment of more and more of the basic health facilities 
and with the installation of radios at many of them, there has 
been an increasing demand for the use of aircraft for genuine 
emergency work - and the Ministry of Health is again finding its 
budget under great pressure in this connection. 

While the question of the use of planes in improving the 
coverage of health services, espec ially in remote areas, may not 
apply to all other developing c ountries, the above example is 
nevertheless felt to be of importance simply for the fact that 
the eventual policy decision was based essentially on an economic 
analysis. 

2) The Purchase of Pharmaceuticals 

The second case study will be discussed rather more briefly 
and concerns the system of purchasing pharmaceuticals. Expendi­
ture on pharmaceuticals or drugs usually accounts for 10-15% of a 
heal t h  service budget - and in fact the recent study on the 
expenditure of the Ministry of Health and local authorities found 
that in Botswana in 1 97 8/79 the proportion was about 12%. In 
many countries, however, the effectiveness of such expenditure 
could be improved considerably by better purchasing procedures -
and th is may be illustrated by the experience of the Government 
of Botswana. 

In Botswana the Central Med ical Stores is virtually the sole 
supplier of drugs to the health services (though the mine 
hospitals do make some separate purchases ) .  Most procurement is 
by annual tender, which is on an international basis, and by this 
method Botswana has often been able to obtain lower prices because 
of the wider competition. However there are a number of problems 
that still need to be overcome - w ith in the country, regionally, 
and internationally - for the effectiveness of these drug purchases 
to be maximized. 

For example, there is th e much-discussed issue of the patent 
rights of the multinational drug firms. While accepting the fact 
that the companies which develop drugs are entitled to recover the 
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research costs, etc. , this recovery factor sometimes appears to be 
applied at too high a rate and over far too long a period. For 
instance, the patent ri ghts of a drug that had already enjoyed such 
rights for ten years have now been extended for a further ten years 
(as the drug has been found to be effective in another field) . 
The Government of Botswana has been offered this particu lar drug 
by the patent-holder at a unit price of $ 27. 00 whereas a 'private ' 
company offered the same drug at only $ 1. 87. 

There are many other practices (such as 'transfer pricing ') 
which are used by the multinational companies to maximize their 
global profits and which it is difficult for individual developing 
countries to resist on their own. However, there are some l ines 
that can be explored - for example, regional bulk-buy ing, technical 
cooperation between developing countries concerning up-to-date 
information on market trends, and possibly communal quality control 
laboratories - with a view to ensuring that countries make the most 
effective possible use of the funds availab l e  to them for the 
purchase of pharmaceutical products. 

Conclusion 

This paper has attempted to discuss the health problems of 
Botswana, the economic context within which the country 's health 
policy must be formed and carried out, and some criteria that may 
be used in the process of planning evaluation. Two selected case 
studies were also presented to try to illustrate the importance 
of e conom i cs in some aspects of decision-making in the sphere of 
health services. 

While no pretence can be made that Botswana is completely 
typical of all developing countries, it is felt that it has enough 
in common with the others to make its experience of some general 
relevance. Although still poor, Botswana actually has a h igher 
per capita gross domestic product than many other deve loping 
countries. The coverage of the population by its health 
facil ities is already re latively h i gh ,  and some of its programme 
areas (for example, vacc ination campaigns) have been notably 
successful. And yet, in common w ith most other developing 
countries, its disease pattern still essentially reflects a 
situation of poverty, ignorance, and an unhealthy environment; 
and its health services, with their very l imited resources, face 
h igh and rapidly ri sing costs . However, the application of 
economics to many problems can he lp to ensure that maximum value 
for money is obtained. 
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Resume: 

Taus les pays, developpes et en developpement, cherchent a 

tirer le maximum de profits de leurs ress ources limitees . 
L'economie de la sante doit etre presente en permanence en tant 
que mecanisme dynamique et a orientation politique pour optima­
liser les progres en vue d'atteindre l es object ifs i ndiques dans 
l e  cadre de ces l imites de ressources. Le present document 
resume la s ituation au Botswana : ses problemes, s es contraintes, 
ses priorites, ses politiques et ses criteres d'evaluation. 

Le Botswana a une superficie de 570. 000 k ilometres carres et 
une population de 760. 000 habitants environ, croissant au rythme 
moyen de 3% par an. Le M in istere de la sante a la responsab ilite 
globale des services de sante et il gere huit hopitaux generaux, 
un seul hopital psychiatrique et sept centres de sante. Des 
conseils municipaux et de districts gerent les services fonda­
mentaux comprenant 200 pastes de personnels sanitaires communaut­
aires et quatre-vingt cliniques do tees d '  infirmieres. Les 
miss ions medicales gerent trois hopitaux s upplementaires, un centre 
de sante et s ix cliniques ;  il y a deux hopitaux miniers et un 
petit secteur prive de 14 medecins et deux cliniques. Le taux 
global de lits par m ille hab itants est de 2, 8. Les 85 medecins 
du pays sont a ides par quelque 480 infirmieres/sages femmes , 530 
infirmieres auxiliaires, 94 as s istants sanitaires et 350 membres 
du personnel de sante communautaire. 

Un quart environ des services de s ante porte sur des accouche­
ments normaux et un dixieme supplementaire concerne les compl ica­
tions obstetriques, les accidents,  empoisonnements et actes de 
violence. Les mal adies genito-urinaires, la rougeole, la 
tuberculose et les diarrhees, notamment chez les enfants,  
representent chacune 5 a 6% des interventions. La principale 
cause de deces est la tuberculose (16%) ,  suivie de la rougeole 
et des maladies perinatales (pl us de 9% chacune) .  Les maladies 
cardiaques ,  la grippe et la pneumonie a in s i  que les diarrhees 
representent ensuite respectivement 7 a 8% de tous les deces . 
La malnutrition constitue un probleme sous -jacent important et 
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les maladies veneriennes sont en augmentation. Le taux de 
mortalite infantile jusqu'a l'age de deux ans est d'environ 
126/1. 000. 

Bien que le Botswana ait un revenu annuel par habitant de 

2 5 1  

$ 580, sa repartition asymetrique place 45% des foyers au-dessous 
du niveau de pauvrete rurale. Une enquete sur l es depenses 
relatives a la sante en 1978/79 a fait apparaitre un total de 
Pula 21, 3 millions (Pula 27,9 ou $ 33, 7 par habitant), dont 75% 
(Pula 20,9 par habitant) de depenses courantes et le reste d'in­
vestissements pour le developpement. La ventilation du total 
est instructive : Ministere de l a  sante 37, 8%, autres ministeres 
(essentiellement eau et transport) 27, 5%, conseils de district 
1 5, 1 %  conseils municipaux 7, 1 %, mission (subventions comprises) 
7, 4%, industries 5, 1 %. Le total des depenses etait done deux 
fois et demie superieur a celui du Ministere de la sante en tant 
que tel ,  presque tous les fonds pour le developpement provenant 
de l'aide etrangere. Plus d'un tiers des depenses des conseils 
municipaux et de districts etaient consacrees a des projets de 
developpement, et l es depenses ordinaires ant mis l'accent sur 
la prevention, tout en variant considerablement entre les districts 
(Pula 2, 8 - 8, 4 par habitant) et entre les villes (Pula 7, 8 - 1 0, 6  
par habitant). 

Une analyse encore plus etendue fait apparaitre des depenses 
supplementaires considerables; par exemple l'aide etrangere 
relative a la sante s'est elevee a Pula 1 0,9  millions et les 
organisations benevoles, essentiellement a l'etranger, ant donne 
Pula 1, 8 million. En outre, les particuliers ant depense un 
montant substantiel de Pula 6 millions (egal a 85% du budget 
ordinaire du Ministere de la sante). La encore, la ventil ation 
est instructive : honoraires de cliniques et d' hopitaux Pula 0, 4 
mil lion, soins dans les pays voisins Pul a  0, 5 million, soins 
traditionnels Pul a  3, 3 millions et medicaments vendus au comptant 
et articles de premiers secours Pula 1 , 3  mill ion. 

La comparaison avec une enquete simil aire realisee en 1976/77 
a fait apparaitre une augmentation de 25% clans les dep�nses du 
Ministere de la sante, une utilisation croissante de l'aide 
etrangere, essentiellement due aux problemes des refugies, une 
contribution importante de l'industrie (notamment pour la securite 
miniere et la lutte centre la pollution de l 'air - Pula 4, 5 
millions en 1978/79) et des particuliers . La toute premiere 
priorite en matiere de sante pour le cinquieme plan national de 
developpement jusqu'en 1985 porte sur l es soins de sante primaires, 
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et des enquetes telles que celles qui sont mentionnees c i-dessus 
pennettront de prevoir des affectations de ressources compatibles 
avec ce plan. 

On suit le progres en faisant appel a des criteres de 
couverture, d'efficacite et d'efficience. Un secteur d'un rayon 
de 1 5  k ilometres a ete defini pour chaque poste sanitaire 
principal. Sur cette base, 8 5-90% de la population est actuelle­
ment couverte a la suite de programmes de developpement permanents. 
Mais, dans quelques secteurs eloignes, la couverture n'est que de 
65%. 1 1  est difficile de mesurer l' efficacite reelle et des 
indicateurs intermediaires tels que les taux de vaccination (par 
exemple 8 5% pour le B. C. G. )  et la proportion des accouchements 
surveilles (65%) doivent servir de base d'extrapolation .  
L' efficience est egalement tres difficile a quantifier mais les 
problemes comprennent l' affectation de personnel a des services 
clans des secteurs eloignes, l'amelioration des administrations 
a insi que l' entretien et la reparation du materiel. 

Deux etudes de cas illustreront l'utilisation faite par le 
Botswana des criteres ci-dessus. Une analyse du role des services 
de sante volants a conclu qu'un arrangement limite par charters 
serait plus rentable que la mise a disposition d' un avion par le 
Ministere de la sante. De meme, une etude des conditions d' achats 
de produits phannaceutiques a indique qu'un approvisionnement 
centralise avec un appel d'offres international base sur la 
concurrence est efficace pour obtenir des prix plus bas. Une 
longue protection par les brevets et les pratiques concernant les 
prix de transfert posent egalement des problemes de prix eleves aux 
pays en developpement comme l e  Botswana, mais des ameliorations 
pourraient etre apportees, par exemple grace a des achats groupes 
regionaux, et au partage des services d'infonnations sur les 
marches et de controle de qualite entre les pays en developpement. 

Le panorama ci-dessus ne pretend pas demontrer que le Botswana 
est caracteristique d' autres pays en developpement n i  que l'appl ica­
tion qu'il fait de l' economie de la sante offre un modele a general­
iser, mais on peut esperer que d'autres pays y trouveront des 
elements qui conviendront a leurs propres besoins. 
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INVITED DISCUSSION 

En rouvrant la seance, le moderateur invite les conferenciers 
a inclure dans leurs interventions quelques suggestions sur la 
suite a donner a l a  reunion sur le plan pratique. 

Gomaa: I would like to present to the Conference 
the pat tern of Health Services Organization in Egypt. I t  
illustrates a model of successful co-existence between the two 
philosophies which Professor Roemer identified in his paper as 
t he entrepreneurial, and the social equity philosophies. However, 
the long-term policy is t owards greater equity, through expanding 
healt h  insurance to cover more people. 

Comprehensive access t o  health care services at an affordable 
cost is assured to t he Egyptian population of 41 million people 
as a constitutional responsibility of the government. This is 
met by the government operating a national health-care system 
that provides services to t he population for a nominal registration 
fee per contact. The Ministry of Heal th oversees the operation 
of this system which includes rural health facilities, urban, 
maternal and child centres, health offices and school health units 
and hospitals, multi-disciplinary clinics, and general and 
specialized hospitals with large outpatient facilities. Teaching 
hospit als of nine medical schools provide a full range of second­
ary and tertiary care services and outpatient care. The hospitals 
are under the control of medical faculty deans, the universities 
and the Ministry of Education. The Minis try of Health' s several 
research institutes provide inpatient and outpatient health-care 
services on a referral basis. These research institutes, together 
wit h  several specified big general hospitals, provide teaching 
facilities to the medical faculties. An Egyptian c an request 
health c are at any government facility he chooses wit h  no referral 
requirement.  

The Minist ry of  Healt h  also regulates the Egyptian heal th 
insurance organization, which provides comprehensive health 
services to about 1\ million employed Egyptians, i . e. abou t 20% 
of total government employees. Only employees are enrolled in 
the system, spouses and children are excluded. The heal th 
insurance organization operates an ambulatory care c linic system 
and t en hospitals for inpatient care . It has a stric t well 
defined referral sys tem . 
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The private health-care s ystem is used primarily by upper 
and middle-income Egyptians. An estimated 75% of the active 
physicians in urban areas devote late afternoons and evenings to 
private fee-for-service practice, after their government job 
obligation s in the Ministry of Heal th or the Ministry of Educa­
tion are met. Ministry of Health phy sicians assigned to rural 
areas are permitted to make home visits to patients for which 
they can charge low fees, tax free. Small proprietary hospitals, 
under a variety of ownership arrangements, account for les s  than 
5% of hospital beds in Egypt. The total bed population ratio 
in Egypt is 2. 25% of population. 

Pharmaceuticals are provided free in all governmental 
facilities. The cost of pharmaceuticals is partially s ubsidised, 
and prices are fully regulated by the central government. The 
general consumption of drugs in Egypt is quite high. About half 
the total national expenditures for health are for pharmaceuticals, 
but 85% of the pharmaceuticals sold in Egypt are produced by 
Egyptian public sector companies, supervised by the Ministry of 
Health. 

Compared with most developed nations, Egypt has a large pool 
of educated and trained health professionals, particularly 
physicians and pharmacists. Its staff to population ratios are: 
physicians, l per 1500; pharmacists , 1 per 12 000; dentists, 
1 per 12 000; nurses , 1 per 1900 people. 

The Ministry of Health system is the nominal provider of 
health care services to Egyptians who have annual per capita 
incomes of les s than £ 1 50 or about $ 21 4, roughly estimated at 
32 million people, i. e. about 80% of the population. Annual 
per capita income in Egypt is 210 Egyptian pounds,  i. e. about 
$ 300. Egypt is divided into 25 local government areas. The 
Minis try of Health delegates operational management of health 
care services to these local governments , with guidelines for 
further delegation of some functions to the district and vil lage 
levels. However, much effective operational control, particular­
ly budget determination and financial management, sti l l  resides 
at the central level. The Ministry has retained authority for 
policy formulation and planning, standard setting, and monitoring 
and evaluation of performance. 

With regard to financing, public and private health services 
expenditure is between £ 7 and £ 8 per capita, i.e. $ 10 to 
$ 1 1 . 4. Maximum self reliance is promoted in local rural 
communities. They are encouraged to build up health programmes 
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with their own resources as  much as  possible. Total health 
service expend iture amounts to about 4. 5% of the gross domestic 
product. Three percent of overall government expenditure is 
spent for health. 

Certain basic criteria are used to establish priority among 
health problems, notably  the magnitude of the problem, and the 
relative impact on the community in terms of its effect on 
product ive power. On this basis, because of its prevalence among 
rural inhabitants, schistosomiasis leads the l ist of health 
problems. This illustrates the mediatory effect on health on 
productivity as mentioned in Professor Popov 's paper. 

Decisions have also to be taken on the share of resources 
to be devoted to the health sector, and to particular services 
w ithin it. Particular attention is paid to the balance between 
capital and current expenditure, and to spending on materials. 

A good data base of health rel ated information is considered 
important, and research started in July 1 9 77 on a heal th profile 
of Egypt. The interview questionnaire includes questions on 
income and expenditure at the family and ind ividual levels. 
These health profile surveys follow the l ines of the work mention­
ed in Professor Popov 's paper, as a basis for planning and 
improving heal th service interventions. 

In concl usion, we found that one of the very important 
economic determinants of health problems in a developing country 
is the degree of equity in the d istribution of income between 
population groups, especially the chronic urban-rural d ifferential. 
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Sandier: Dans le temps imparti, il n'est guere 
possible de discuter l'ensemble des points souleves dans les 
riches presentations qui ant ete faites. Je vais done me 
horner a illustrer avec le cas de la France une des propositions 
du Professeur Roemer, selon laquelle la socialisation croissante 
du financement des soins medicaux a conduit et conduira probable­
ment encore a un controle accru des modalites economiques et 
meme des conditions techniques de la production des soins. Je 
distinguerai, d'une part, l'evolution passee en France, - c'est-a­
dire ce que l'on a pu reellement observer - et, d'autre part, les 
projets actuels des pouvoirs publics, dont personne ne sait s'ils 
deboucheront reellement et sur quoi . 

Il est tout a fait evident que dans la mesure ou le finance­
ment public est devenu de plus en plus important, non seulement 
en valeur absolue mais aussi en pourcentage des depenses 
medicales, le pouvoir de pression et d'intervention de la Securite 
sociale sur les producteurs de soins s'est accru dans le passe; 
ceci s'est traduit surtout au plan des remunerations et des prix, 
mais aussi dans une certaine mesure au plan de la diffusion des 
techniques. 

Prenons le cas des honoraires medicaux. I l  y a pres de 20 
ans, dans les debuts du systeme conventionnel, l'Assurance-Maladie, 
plus soucieuse de faciliter l'acces aux soins que de problemes 
financiers, s'est pratiquement contentee d'officialiser les prix 
medicaux en vigueur, et l'expansion des soins medicaux a corres­
pondu a une nette progression des revenus medicaux; puis, les 
negociateurs ant acquis une experience - a laquelle les etudes 
economiques ne sont pas etrangeres - et il s'en est suivi une 
periode pendant laquelle la progression des prix medicaux a ete 
contenue dans des limites plus etroites; progressivement, dans 
un climat d'inflation, et ou la forte croissance des effectifs 
medicaux diminuait le pouvoir de pression des syndicats de 
medecins, les prix des soins se sont accrus encore mains rapide­
ment; enfin, depuis quelques annees, le pouvoir d'achat des 
medecins augmente mains vite que celui de l'ensemble de la 
population. 

Une evolution du meme type concerne les produits pharma­
ceutiques. Le pouvoir des organismes d'Assurance-Maladie 
decoule dans ce cas de la possibilite de decider si oui au non 
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un produit pharmaceutique sera inscrit sur l a  liste des medicaments 
remboursables. Or, les criteres retenus precis ent que le 
medicament, pour etre inscrit, doit soit correspondre a une 
reelle innovation, s oit entrainer une economie dans le traitement. 
Les producteurs ne sont done pas libres de fixer leurs prix: le  
resultat est  que les prix des medicaments en France s ont parmi 
les plus bas d' Europe et qu'ils s'accrois sent beaucoup moins vite 
que l' indice general des prix. 

Par contre, au niveau des hopitaux, l' influence de l 'As surance­
Maladie s' est fait moins sentir au plan economique qu 'au plan 
technique; des etablis sements prives ont du se  moderniser et 
d' equiper pour beneficier de l' agrement de la Securite sociale; 
on peut merne dire que, par ce biais, les couts de production se 
s ont trouves accrus. 

Un autre aspect, non negligeable, du role de l ' As surance­
Maladie a ete la mise en place de systemes statis tiques elabores, 
qui permettent l'analyse et la survei l lance de l' evolution de 
l' utilisation et du cout des soins. On peut citer ace propos 
l' exemple des tableaux d' activite des praticiens, plus familiere­
ment designes s ous le titre de 'profils medicaux' . 1 1  s' agit d'une 
statistique qui, pour chacun des medecins, totalise le nombre 
d' actes, les montants factures, les prescriptions de pharmacie, 
d' analyses , d'arrets de travail. Ces tableaux fournis sent les 
elements d' un controle du comportement des medecins ;  ils devaient 
permettre le rappel a l' ordre de certains ' gros pres cripteurs' . 
En fait, l' utilisation des profils a ete jusqu' a present tres 
dis crete, mais il es t certain que leur existence est un premier 
pas dans la limitation du principe de liberte de prescription. 
A ce sujet, il serait injuste d'oub lier que l'etablis sement des 
profils  a ete suggere au depart par la profes sion medicale elle­
meme, dans un but d'autodiscipline. Le principe meme des profil s  
es t que l e  comportement moyen e s t  le  bon, e t  on est loin ici de 
l'idee que les medecins sont plus preoccupes de leurs interets 
materiels que de la sante de leurs patients . 

Venons-en a la situation actuel le : dans notre domaine, elle 
es t caracterisee du cote des pouvoirs publ ics par un discours qui 
se veut energique et par l' annonce de mesures vis ant a ralentir 
la progres sion des depenses de soins. Cette attitude, contraire­
ment ace qui est souvent affirme, ne resulte pas de l'ernballement 
des depenses, puisqu' en fait le niveau de la depense medicale en 
1978, 1979 et sans aucun doute pour 1980 est tout a fait conforme a 
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ce que nous avions prevu en 1974, lors de la preparation du VIIe 

Plan et cet t e prevision avait a l' epoque ete enterinee par le 
Gouvernement et le Parlement. Non, l' a t titude des pouvoirs 
publics correspond aux consequences de la situa tion economique 

actuelle sur l e financement des soins medicaux. Cette situation 
n' est malheureusement plus consideree comme une crise, mais 
plutot comme une t endance nouvelle a laquelle il faudra bien 
s' adapt er et cett e nouvelle tendance est peu enthousiasmante. C' est  
une croissance economique tres ralentie, accompagnee d' une forte 
inflation, est c' est aussi l' extension du chomage. Or, en France, 
le financement  des soins e tant assis sur les salaires, la montee 
du chomage prive de fa�on mecanique l' Assurance-Maladie d' une 

partie de ses ressources; puisque les chomeurs, s' ils perdent 
l eur travail, conservent heureusement leurs droits d ' assures 
sociaux, il n' y a pas de raison pour que les depenses ralentiss ent. 
Le deficit s' accro1t done. Qu' envisage done le Gouvernement ? 
Sa ligne de conduite est pour l' instant liee a deux croyances 

Premiere croyance, l' opinion publique accepte mal la 
reduction des prestations; elle accepte mieux un 
accroissement des cotisations. C' est vrai, et les 
taux de cotisations ont ete releves deux fois depuis 
le debut de l' annee 1979 sans trop de problemes, 
tand i s  que clans le passe des mesures d ' ac cro i s sement 
de la participation financiere des menages ont du 
e tre en partie reportees. Mais on n' est peut-etre 
plus tres loin du seuil de l' intolerable. 

Seconde croyance : l' offre cree la demande. La 
limitation de l' offre et le controle des prix 
pratiques appara1ssent done comme une solution a une 
partie du probleme. Les cibles actuelles des 
mesures gouvernementales sont done les product eurs de 

soins : hopitaux, medecins, industrie pharmaceutique. 

Avant de detailler les mesures envisagees clans ce domaine, je 

tiens a preciser que ce tte deuxieme croyance, si elle n' est pas 
completement fausse, est loin d' etre une verite absolue. Cela 
releve de la naivete de considerer le malade comme un etre qui 
abandonne tout esprit critique, toute volonte, des qu' il entre 

clans le systeme de soins. De plus, cela est faux et nous l' avons 
personn ellement  montre, ainsi que Mme Deliege, apropos des soins 
de generalistes. Un accroissement du nombre des generalistes 
n' induit pas une demande supplementaire de soins; V. Fuchs a 
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montre que 10%  de chirurgiens en plus ne faisaient s'accroitre la 
depense chirurgicale que de 3%. Et  peut-on croire que les 
revenus medicaux auraient perdu du pouvoir d'achat si les medecins 
avaient ete maitres de leur niveaux d'activite ? La proposition 
que l'offre cree la demande est meme fausse pour l'hospitalisation, 
puisque l'on constate que certains services sont vides et que l'on 
envisage meme de les fermer. 

Mais venons-en aux mesures actuelles en France, annoncees le 
25 juillet dernier. Il y a d'abord J es mesures conj oncturelles : 
la hausse de cotisations dont j'ai deja parle, mais aussi l'annula-
tion des revalorisations d'honoraires medicaux en violation d 'un 
accord passe en debut d'annee; le blocage des prix pharmaceutiques 
alors que tous les autres prix industriels ant ete liberes; l'en­
cadrement des budgets hospitaliers. Mais la grande idee, dont on 
ne peut etre sur qu'elle reussira, c'est 'l'enveloppe globale', 
c'est -a-dire la fixation a priori d'un taux de croissance pour la 
depense medicale, et le taux propose actuellement est le taux de 
croissance du produit interieur brut, c'est-a-dire, compte tenu 
des perspectives actuelles, une progression annuelle de 2 a 3% du 
volume des soins. Pour apprecier l'amplitude du coup de frein, 
j e  precise que la t endance anterieure etait une croissance de 7% 
par an . 

L'enveloppe globale pour les hopitaux signifie un coup d'arret 
clans l'embauche des personnels; au niveau des medecins, cela 
signifie qu'on leur demande d'arbitrer entre la progression de 
leurs tarifs et le montant de leurs prescriptions. Du cote  des 
medecins encore, on envisage le renforcement de la selection dans 
les facultes de medecine pour limiter la progression des effectifs 
de medecins qui est actuellement de l'ordre de 6% par an. 

On peut se demander quelles sont les chances de reussite ou 
meme d'application des politiques annoncees ? Il est ban de 
redire ici qu'une politique, pour etre realiste, ne doit pas trap 
heurter le contexte social du moment ,  les valeurs dominantes de 
la societe. Or, il est a craindre que nous soyions malheureuse­
ment clans ce cas a propos des mesures envisagees. On l'a dit 
hier, dans une periode de chomage le secteur de la sante apparai t 
comme createur d'emploi et une limitation trap stricte des budgets 
hospitaliers se heurterait, se heurte dej a a des oppositions au 
plan local, ou l'hopital j oue un role important  clans l'economie 
regionale; on peut s'attendre clans ce domaine a des pressions 
politiques pour faire lever les verrous. 
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De merne, les restric t ions budgetaires vont se heurter aux 
interets des industr ies d'appareillage medical et a l'industrie 
pharmaceut ique, accentuant le chomage et contrariant la tendance 
a exporter de cet te branche. D'ailleurs, si le patronat en 
general est favorable aux mesures respect ives, il n'en est bien 
sur pas de meme pour le patronat des industries medicales. 

Les professions medicales ne sont pas pretes a accepter la 
polit ique globale gouvernementale. 11 y a deux semaines, 9 5% des 
medecins fran�ais etaient en greve, soutenus par les syndicats 
ouvriers. Pour la premiere fois depuis longtemps, les deux 
syndicats medicaux se sont trouves reunis pour protester a la 
fois contre le blocage des honoraires et le principe d'enveloppe 
globale. 

On peut comprendre les craintes des medecins. Au moment ou 
leur nombre s'accroit de 6%, on leur propose de limiter d'eux-memes 
a 2% la croissance de leur product ion, c 'est-a-dire, en clair, 
d'accepter une diminut ion annuelle moyenne de 4% de leur pouvoir 
d'achat. Quelle est la fract ion de la populat ion qui accepterait 
cela ? On peut comprendre l'appui de la populat ion, qui sout ient 
le refus des medecins de selectionner parmi leurs malades ceux que 
l'on soignera comme par le passe et ceux sur lesquels il faudra fa ire 
des economies. 

La populat ion, les partis politiques se sont montres favorables 
au mouvement de greve des medecins; ils n'acceptent pas les 
mesures gouvernementales et craignent le developpement d'un double 
secteur : une medecine de riches, une medecine de pauvres. Cela 
ne va pas avec le progres social, ce n'est pas ce qui a ete voulu 
par les legislateurs de l'Assurance-Maladie. 

Cette situation serait d'autant plus choquante que l 'on parle 
de plethore medicale. Comment ne pas au contraire saisir l'occas­
ion de la croissance rapide des effectifs medicaux pour resorber 
les inegalites d'acces aux soins. Il serait absurde et inadmis-
s ible que d'un cote, des medecins soient au chomage, que des i eunes 
se detournent des professions sanitaires, et que d'autre part 
certaines categories de la populat ion manquent de soins. 

Le sens de ces remarques eta it de souligner que si le 
developpement de l'Assurance-Maladie conduit a un controle de 
l'activite medicale, ce controle doit etre clairvoyant; il ne 
doit s'exercer que dans la perspect ive d'assurer a chacun les 
meilleurs soins, aux meilleurs couts et avec un minimum de tensions 
sociales. 
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Kalima: The growing role of the public sector in 
the provision and financing of health care has been one factor in 
focussing discussion on the question of increasing health expendi­
ture, even if it has not influenced the trends in public and 
private expenditure on health. This highlights another group 
of factors relating to the organization of health care, and to 
the nature of social security schemes, that may also be quite 
influential in affecting health expenditure. These factors lend 
themselves much more easily to deliberate changes by social 
security or health service administrations. 

With the accumulation of information about health expenditures 
in different countries, knowledge of the background factors 
contributing to the increase in such expenditure has grown, but 
still relatively little is known about the extent to which health 
expenditure may depend on the organization and financing of health 
services. These matters are of the greatest relevance also to 
social security administrators in promoting the development of 
sickness insurance schemes and health care systems that will be 
as effective and efficient as possible. 

The International Social Security Association (ISSA) , within 
the framework of its Permanent Committee on Medical Care and 
Sickness Insurance, has for a number of years undertaken statisti­
cal and other inquiries in this area, mainly on the costs of sick­
ness insurance schemes, which have been analysed in several reports. 
Following these inquiries, a report was prepared on ' The general 
causes of the increase in sickness insurance expenditure on medical 
care', which contained a number of proposals for future work on the 
problem. 

Taking into account other cross-national studies on health 
expenditures, it was then decided to change the title of the study 
in progress to 'The relationship between trends in health expendi­
ture, the system of financing and the type of organization of 
health care'. 

The study is expected to yield findings that could support 
the preparation of innovative measures within the health care 
system and its financial subsystem to contain health care costs 
and increase efficiency. The study is thus intended to help 
social security administrators find better ways of allocating 
funds and bringing about any necessary changes. 
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The main obj ective of the study is therefore to show, by a 
comparative analysis of the rela tionship between trends in heal th 
expenditure and the organization of health care, incl uding the 
system of financing, those organizational aspects tha t may be 
assumed to lead to changes in health expendi ture. 

It was agreed that explicit guidelines would be prepared and 
used as a common framework in the preparation of national mono­
graphs by each of the participating countries. The study examines 
t he evolution of health expenditure over about 1 5  years. So far 
eight countries, with widely different health service systems, have 
submi tted their national monographs. The final report is expected 
to be presented at the forthcoming General Assembly of the ISSA 
in Oc tober 1 9 80. 

Data on six participating countries were analysed in a 
preliminary statistical report presented to the ISSA Permanent 
Commit tee on Medical Care and Sickness Insurance in September 1979.  
The findings seemed to  support some general conclusions. It was 
the steady increase in health care expenditure and especially in 
public expenditure that prompted the initiation of the s tudy. 
The preliminary results confirmed the upward trend in health 
expenditure that prevailed in almost all of the countries surveyed 
until 1 9 76. Not s urprisingly the increase in health expenditures 
had been faster than that in gross national product ,  but not faster 
than t ha t  in some other social security expenditures. 

Although the dist ribution of expenditure on health care was 
highly similar in all t he countries, the rate of growth of the 
costs of different types of health service varied from one 
country to another. There were also variat ions in the sources 
of funds, but the majority of these were explained by changes in 
the financing of health services, often reflecting deliberate 
health  policy decisions. 

One lesson easily, but not new, learnt is the inadequacy of 
health information sys tems regarding costs. There seem to be 
severe deficiencies even in national level cost  data, and it  
proved difficult for t he national reporters to follow the 
relatively simple guidelines. Such shortcomings make inter­
national comparisons of health expenditures at once illuminating 
and frustrating. Their quality will be severely hampered by 
the nature of the data, unless countries do more to develop their 
health information systems. This may involve further research 
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on the economic aspects of health care. If we want to conduct 
this kind of systems-oriented research from a standpoint of 
equity, as suggested by Professor Roemer, i. e. according to the 
rational consumer approach, much more shoul d be done in the way 
of comparisons among types of heal th service, and among popula­
tion groups by geographical area and demographic and social 
characteristics within countries. 

I believe that the relationships between research activities 
and the management of the health services should be greatly 
strengthened, so that appropriate research may be done to support 
health service administrators and policy-makers in their decisions 
about the economic aspects of health and health care. In this 
way, care would be more often based on conceptual frameworks and 
empirical findings than it is today. 

Tschopp: Les organisateurs m'ont demande de lier mes 
commentaires a ! 'experience de la Suisse. J 'aimerais distinguer 
dans mon propos deux niveaux d 'analyse : celui, technique, des 
methodes de production de services sanitaires, et celui de leur 
financement. 

Les contributions d'hier nous ont montre qu'il existe une 
grande uniformite au niveau de la technologie medicale predomi­
nante dans les pays industrialises. Elle est le fait de la 
rapide dissemination des progres scientifiques et techniques en 
la matiere. Les methodes de financement, quant a elles, sont 
beaucoup mains homogenes et se distinguent fortement de pays a 
pays. 1 1  peut etre utile, sur la base de cette distinction, 
d'opposer les systemes integres aux systemes decentralises. 

Les systemes integres sont caracterises par le fait que 
production et financement sont du ressort des memes autorites 
qui appliquent des criteres d'allocation univoques et coherents 
et en matiere de production et en ce qui concerne le financement. 
C'est le cas de l 'URSS et, dans une certaine mesure, de la 
Grande-Bretagne. Dans ces systemes integres, l e  souci d '�ffi­
cacite qui se traduit par la meilleure allocation poss:ble des 
ressources reelles est amalgame a la recherche de la meilleure 
equite en matiere de mise a disposition des fonds necessaires 
pour leur financement. 
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Dans les systemes decentralises, l a  production de services 
sanitaires est en princ ipe gouvernee par des mecanismes de marche. 
Il y a certes des elements de col lectivisation, notamment dans 
le domaine hospital ier, mais fondamental ement l 'offre de soins 
est censee repondre a des principes de production privee. Le 
financement est detache de cette real ite productive; i l  est, en 
general, collect iv ise au moyen d'organismes d'as surances dont le 
caractere publ ic varie sel on l es pays. Le financement repose 
ainsi sur trois types de transferts qui peuvent s'entremeler : 

ceux entre malades et b ien-portants (principe d'assurance), 

c eux entre contribuables et malades (financement par 
l 'Etat),  

- ceux entre malades (operes par les  offrants de b iens et 
services sanitaires au moyen de l a  discrimination par 
les prix ) .  

Un bref mot d'expl icat ion en c e  qui concerne c e  dernier type 
de perequation. Il presuppose l 'existence de structures 
monopolistiques sur le marche des biens et services de sante et 
se  fonde sur la discrimination qui est operee entre demandeurs 
par les offrants au moyen des prix. Le chirurgien, par exemple, 
qui facture au malade pauvre un prix egal au cout marginal de 
l 'operat ion, tout en compensant ce sacrifice de profit au depens 
d'un pat ient plus aise, provoque un tel transfert. Des 
perequations sembl ab les sont operees par les producteurs pharma­
ceutiques sur un plan international. L 'on constate, en effet, 
que les prix de vente des specialites pharmaceutiques varient 
fortement d'un marche national a un autre. De cette discrimina­
tion resulte un transfert des consommateurs sur des marches a 
prix eleve au benefice des producteurs et des consommateurs sur 
des marches ou les prix sont plus bas. 

Le f inancement des systemes decentral ises es t typiquement 
du genre 'open ended' et son envergure es t en derniere analyse 
definie par les offrants, en particulier l e  personnel medical.  
Le Profes seur Kohn formule l'hypothese qu'il existe, au niveau 
des economies de marche, une correlation entre l e  type de systeme 
prevalent (integre ou decentralise) et les possibilites financieres 
des pays en la matiere. Les pays tres riches tel s l es Etats-Unis, 
ou encore la Suisse , peuvent pratiquer la decentralisation et l e  
financement 'open ended' grace a l eur revenu eleve par habitant. 
Le systeme central ise traduit dans cette hypothese l'existence 
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d'une contrainte budgetai re plus accusee, qui existe par exemple 
en Grande-Bretagne . On prete en general au systeme decentral ise 
les principaux avantages suivants : 

rapide integration du progres medical et technologique 
clans la pratique medicale; 

adaptation irmnediate de l' offre de biens et services 
medicaux a la demande, surtout si la remuneration 
des offrants est faite sur la base du nombre d'actes ; 

minimisation des frictions politiques et des confl its 
d'interets entre l es producteurs de biens et services 
medicaux eux-memes et entre ceux-ci et les consommateurs; 
possible coexistence, enfin, entre ideologies diver­
gentes, le l iberal isme economique et des ideaux 
socialistes, par exemple .  

Face aces avantages, il convient de citer les inconvenients 
suivants, qui semblent se reveler de plus en plus redoutables 

gaspillage de ressources lorsque l'offre 'predestine' la 
demande, en d'autres terrnes lorsque l 'offre devance la 
demande tout en la provoquant; 

tendance a un desequilibre entre l 'evolution des prix 
medicaux par rapport a cell e  des autres prix clans 
l 'economie (explosion des couts sanitaires) ; 

modification done des remunerations relatives entre 
personnel medical et autres offrants sur le marche 
de la sante comparees au reste des salaires et 
remunerations, ce dernier inconvenient me paraissant 
etre le facteur explicatif majeur de l 'augrnentation 
inquietante du nombre de medecins et d'etudiants en 
medecine, sans parler de la  concentration du personnel 
medical en milieu urbain. 

Au fur et a mesure que ces inconvenients 
rapport aux avantages, un controle plus serre 
planification d'ensemble ensuite s ' imposent . 
est manifeste en Suisse aussi. 

s'affirment par 
d'abord et une 

Cette tendance 

Les systemes decentral ises evoluent ainsi en direction d'une 
plus forte integration a mesure que l'efficacite de la  decentra­
lisation apparait mains convaincante et que, de ce fait, l es 
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tensions entre offrants et demandeurs augmentent. La tres forte 
pousse e. des coGts en matiere sanitaire traduit, en effet, une 
inefficac ite croissante du systeme. Le Dr Kleczkowski a mis en 
evidence cette problematique, hier, en parlant d'une tendance en 
faveur d ' un certain rationnement. Par le controle accru qu ' il 
implique, le recours a des profil s de traitement, dont  a parle 
Mme Sandier, s' inscrit dans ce meme contexte. Or, ces reformes, 
qui visent une meilleure efficacite allocat ive et operationnelle, 
ne sauront etre acceptees socialement sans une meilleure integra­
t ion des spheres de production et de financement que celle qui 
caracterise le systeme actuellement en vigueur en Suisse. 

Rutten: In his stimulat ing paper Professor Roemer 
pointed at two important forces in health care, which he described 
as ' entrepreneurialism ' and ' social pressure towards equity ' .  
The latter force can be interpreted in a broad sense as the 
pressure towards an efficient provision of heal th services solely 
in relat ion to t he needs of people. Professor Roemer noted the 
existence of a tension between these two forces and observed 
that there is a world-wide trend toward increasing organization 
of both financing and del ivery of health care, leaving less room 
for interpreneurial influences in the future. I will follow 
this line of thought in relat ion to a number of difficulties one 
encounters on the road to comprehensive planning in health care. 

As is generally known, a number of serious market imperfect­
ions prevents the health care sector from operating efficiently 
in a free market situation. Most important are the monopoly 
position of suppliers with respect to information, and the 
uncertainty associated wi th the incidence and severity of illness. 
Market failure and the existence of externalities have induced 
the belief that health care provision should at least partly be 
under collect ive responsibility. The first concern then was to 
provide the funds for a reasonable level of health care provision, 
which led to the introduct ion of l arge public insurance schemes 
or financing from general revenues. W ith economic stagnat ion in 
the second half of the seventies and the consequent reduct ion in 
resources available for health care growth, i t  has become clear 
that focussing only on financing health care provision does not 
necessarily produce an efficient and effective health services 
syst em. For some time now we have faced the consequences of 
neglect ing the pre-exist ing entrepreneurial forces in health care 
provision, and now have to make difficult correct ions. In doing 
this two principles can be followed. 
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The first principle is that of regulation of inputs. Follow­
ing this principle presumes that at the decision making level 
choices can be made according to some conception of the need of 
the population and that some notion exists about the way health 
care provision should be organized to meet the population 's demand. 
Scientific standards for determining the population' s  need are not 
available and can hardly be developed in an objective way. More 
information is being produced with respect to different ways of 
providing care and possible ways of substitution between these. 
Regulatory plans should be based on both health systems research, 
aimed at the issue of substituion and complementarity of health 
care facilities, and procedures for estimating need through part­
icipation of consumers in the decision process at the regional 
level. This direction has been chosen by the Dutch government 
in preparing the health care facilities act. 

Ample evidence is available that regulation of health care 
inputs should be comprehensive; that regulation should concern 
not only numbers of hospital beds or numbers of nursing personnel, 
but all investment and manpower. Evidence from the certificate of 
need programmes in the Unites States of America has shown that 
regulating only numbers of hospital beds may result in an addition­
al increase in plant assets per hospital bed thus offsetting 
initial savings through the control of the number of beds. 
Similarly, in the Dutch situation, where beds and maj or investments 
in hospitals are controlled, the increase in health care costs is 
due mainly to an increase in number of physicians, and an increase 
in therapeutic and diagnostic activities per physician, neither o f  
which are controlled by the government. In the period 1 975-1977 
the number of medical personnel increased by 1 5%, while diagnostic 
activities increased with 30%. The latter phenomenon is consist­
ent with the hypothesis that physicians under a fee f or service 
system try to maintain a fixed target income. These examples 
illustrate that in making regulatory plans one should take account 
of entrepreneurial forces in health care. 

The second principle may be characterized as the liberal 
market perspective. Entrepreneurialism is a basic ingredient 
here, and attempts could be made to use this force to improve the 
efficiency of health care provision. In a small subsector of 
the health care system, where consumption is elective and patient 
decided, this principle can be followed by introducing copayment. 
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In many publicl y  financed healt h  care systems copayment 
schemes have been introduced or extended. Even in the Dutch 
system, which has fairly extensive coverage for the publicly 
insured, i t  is planned to introduce several measures next year. 
Among these measures are an increase in c opayment for patient 
transportation, and an introduc tion of copayment for ma ternity 
care in hospital, for plastic surgery and for drugs. Several 
American studies have reported price elasticities of the demand 
for health care, these vary in size but are in some cases quite 
considerable. This suggests possibilities for reducing 
consumption t hrough copayment, leaving open the question about 
the qualit y  of care, and a possible shift in medical consumption 
away from preventive medicine. 

In most instances, however, the influence of the patient on 
decisions about medical treatment is limited. The heal th care 
provider may be regarded as an agent, who takes decisions about 
medical treatment on behalf of the patient. Under simple fee 
for service payment systems for physicians, financial incentives 
may induce physicians to generate more services than actually 
necessary. O ther modes of remunera ting physicians should be 
considered, in combination with budget systems for heal t h  care 
institutions, to provide incentives for preventive medicine, 
primary care and outpatient special ist  treatment. Professor 
Roemer mentioned 'prepaid group practice health plans',  which 
sometimes very ingeniously combine patients' and providers' 
incentives t owards efficient healt h  care provision. The exten­
sive literature on the performance of health maint enance 
organizations (HMO's) reveals tha t  subscribers of HMO 's pay less 
for their medical care annuall y  than those who receive care from 
fee-for-service practitioners, and who are covered by more 
traditional kinds of insurance. More specifically, HMO members 
spend 2 5-50% fewer days in hospitals than their fee for service 
counterparts. In other words, entrepreneurialism can be a very 
effective weapon against health cost s  inflation, provided i t  is 
properly directed to maximize social benefit. 

In summary, it is useful to distinguish between the ' needolog­
ist ' paradigm and t he liberal market perspective when describing 
possible future roads to cost containment in the health care sector . 
In bot h  options one encounters difficult problems. In the former 
t here is the complex problem of developing an efficient public 
choice mechanism. The lat t er confron ts the government with the 
problem of having to devise incent ive schemes on the basis of 
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incomplete information on the behav iour of health car e providers. 
For d ifferent subsectors of health care prov ision different 
solutions may be chosen, depending on the possibility of restor­
ing consumer souvereignty in the medical market; the transparency 
and complexity of dec isions on resource allocation; and the 
extent to which l imits can be set to professional freedom. As 
already indicated, elements of both v iews could be combined to 
produce a solution, which is both effective and feasible. 

Martin: * Le Canton de Vaud, (chef l ieu Lausanne), 
compte 385 communes et 525 000 habitants, dont la moitie vit dans 
des localites de moins de 10 000 personnes. (1 7. 5% dans les 
316 communes de moins de 1000, et 32% cans les 60 communes de 
moins de 10 000 habitants. 

Le systeme de sante du Canton de Vaud est base sur environ 
750 medecins l iberaux. Quelque 35% d'entre eux sont des omni­
prat iciens (mais il faut noter aussi qu'une partie de la pra t ique 
des specialistes de medecine interne est de type medecine 
generale) .  Seulement 25% des medecins (omnipraticiens et 
specialistes) sont installes dans les communes de moins de 
10 000 habitants. Les soins hospitaliers sont fournis par 
un reseau d'hopitaux regionaux et le Centre hospitalier 
universitaire vaudois a Lausanne. 

En Suisse les cantons ont une autonomie importante. L es 
domaines de l 'instruction publique et de la sante, parmi d'autres, 
sont de l eur compe t ence (de  plus, a l ' int eri eur de chaque canton , 
les prerogatives des communes sont considerables, y compris pour 
les questions medico-sociales et de salubrite publ ique). L a  
formulation e t  la mise  e n  oeuvre d'une politique d e  sante s e  font 
done au n iveau de 26 unites relativement autonomes (les cantons 
et demi-cantons) et les competences de l'Etat federal sont 
l imitees. Une certaine coordination intervient au niveau de 

Cette discussion est basee sur un papier ' L ' Evolution r§cente 
et les Orientations adoptees dans un Canton Suisse' par les 
auteurs suivants: Dr J. Martin: medecin cantonal adjoint, 
M. C. Kleiber : Chef du Groupe de plan ification et gestion 
sanitaires, M. G. Tinturier: economiste, Service de la sante 
publique du Canton de Vaud, M. A. Chauvie, S ecretaire general 
du Departement de l'interieur et de la sante publique du Canton 
de Vaud. 
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regions ou du pays, par des arrangements intercantonaux (en 
part iculier sous l es auspices de la Conference des directeurs 
cantonaux des affaires sanitaires) , mais les centres de decision 
restent largement aux gouvernements cantonaux. 

L' evolut ion du secteur hospital ier vaudois 

Alors que la prat ique de la medecine est d'essence l iberale, 
les pouvoirs publics se sont touj ours preoccupes de problemes 
sanitaires. A insi, le Gouvernement  du Pays de Vaud se fait 
conseiller depuis plusiers s iecles par un Conseil de sante, 
forme de membres des professions medicales, de j ur istes et 
d'autres personnes. Le developpement de l'infrastructure 
hospitaliere d' interet publ ic a commence assez tot dans ce 
s iecle: 

'Les construct ions d' hopitaux se font a j e t  continu, 
aussi le Conseil de sante s' occupe-t-il d'un plan 
d' ensemble capable de prevoir, pour une longue serie 
d'annees, le developpement de nos services hospitaliers 
en rapport avec les besoins'. 

Compte rendu annuel du Depart ement de l' int er ieur 
(dicastere gouvernemental responsable pour la sante publique) 
pour 1 9 1 7. 

Ce n'est que quelque quarante ans plus tard, que le Service 
de la sante publique de ce Departement acheva l'elaborat ion d'un 
Plan hospitalier cantonal. 11 faut souligner que, a part le 
Centre hospital ier universitaire de Lausanne, la plupart des 
e tablissements psychiatriques et  quelques autres institut ions, 
la vingtaine d' hopitaux d' interet public (sans but lucrat if) du 
canton, sont des associa t ions ou fondat ions privees (auxquelles 
par t icipent dans certains cas les pouvo irs publics locaux) . 
L' idee d'une plan ificat ion hospitaliere devait done tenir compte 
de ce fait  essent iel et  de ses implications politiques. Le 
premier document, edicte en 1966, avait en consequence le 
caractere d' un plan directeur ind icatif. 

En 1963 le reseau hospitalier en soins generaux etait 
const itue d'un grand nombre de pet its hopitaux regionaux 
n' atteignant souvent pas 100 lits, datant pour la plupart du 
debut du s iecle, de l'Hopital cantonal qui comptait 1 1 35  lits, 
et des cliniques privees (a but lucrat if) . L'ensemble compre­
nai t  environ 3 700 lits. Plusieurs hopitaux etaient vetustes. 
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En  generale les cas aigus et de maladies chroniques etaient 
heberges d ans des conditions identiques, les malades chroniques 
'bloquant '  un nombre important de lits. En psychiatrie, le 
vieillissement du reseau etait encore pire qu'en soins 
generaux, et les lits etaient peu decentralises: deux tiers des 1170 

lits de psychiatrie etaient concentres a l' Hopital psychiat rique 
universitaire. 

Le devouement du personnel hospitalier religieux, la sous­
remuneration d'une grande partie du personnel, et une activite 
hospitaliere mains medicalisee et mains technique avaient permis 
de maintenir les depenses hospit alieres a un niveau relativement 
bas (prix de journee moyen en soins generaux en 1962: 47 francs, 
valeur de l 'epoque) . 

En emergeant lentement de la t radition d 'ins titutions 
charitables, la consommation medico-sanit aire de cet te epoque 
etait caracterisee par un d eveloppement de la demande hospitaliere 
et medicale, qui faisait suite a une longue periode de stabilite 
pendant laquelle peu d 'initiatives avaient ete prises. La 
situation economique d'expansion forte et continue, l a  situation 
demographique de croissance rapide en raison de l 'imigration de 
travailleurs e trangers (la population du canton a passe de 
408 000 habit an ts en 1958 a 480 000 habitants en 1965), les 
progres de la medecine et les espoirs qu 'ils suscitaient, la 
prise de conscience d'un droit aux soins, le progres du systeme 
social et  la prise en charge croissante des frais, le vieillisse­
ment de la population*, tout concourait a stimuler la demande de 
soins. 

Les hopitaux, prisonniers d 'enveloppes caduques, ne pouvaient 
satisfaire la demande. Il fallait organiser, hierarchiser, 
harmoniser, et developper le reseau sanitaire, hospitalier et  
medico-social, 1'* e t  accelerer la forma tion de personnel soignant.  
Ce  fut la mission du  Plan hospitalier de 1966. Avec des 
ressources mises a disposition par l 'E tat, les caisses-maladies, 

* La proportion des personnes de plus de 65 ans dans la popu-
lation suisse, qui s'est maintenue aux alentours de 6% jusque 
vers 1920, etait montee a 1 1% en 1966 et atteindra 1 5 %  avant l 'an 
2000. 

** Le terme medico- social s' applique ici aux etablissements pour 
malades chroniques, ages et handicapes. 
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certaines communes et des institutions et personnes privees, 
le Plan a preside a un effort d 'investissement qui represente un 
programme d 'environ 1 milliard de francs suisses, dont les 9/10 
sont actuellement engages. De ce milliard, l 'hospitalisation 
en soins generaux beneficie des 2/3 environ. Le trois ieme tiers 
se partage entre infrastructure psychiatrique (pour laquelle l e  
Plan hospitalier a introduit l a  sectorisation), etablissernents 
rned ico-sociaux, etablissernents medico-educatifs, ecoles d 'infirrn­
ieres et d 'autres professions d e  la sante. Environ 60% des 
investissernents ont ete consentis par l 'Etat cantonal vaudois, 
quelque 20% par la Confederation suisse (au titre de l 'enseigne­
ment universitaire et pour les etablissernents rnedico-educatifs 
et rnedico-sociaux), le reste par les autres instances mentionnees 
ci-dessus. 

Consomrnation hospitaliere et rnedico-sociale 

De 1962 a 1972, l 'appareil hospitalier a fonctionne d 'une 
man iere de plus en plus intensive avec des durees de sejours de 
plus en plus courtes, qui marque une rupture avec les anciennes 
infirrneries, et qui a perrnis de traiter un nombre croissant de 
rnalades sans augmenter sensiblernent le nombre de journees 
d 'hospitalisation. Ce phenomene a ete si prononce qu 'il a 
entraine une sous-occupation quasi generale des hopitaux en soins 
generaux. Des 1972, la duree de sejour s 'est stabilisee; rnais 
l'evolution dernographique et les conditions economiques ont 
contribue a rnaintenir cette tendance a la sous-occupation. 

Cela montre que l'appareil hospitalier vaudois en soins 
generaux, entre depuis 1950 dans un processus de transformation 
(laicisation du personnel infirmier, extension des assurances, 
renovation de l' equipernent, etc. ), n' a pas encore atteint un 
equilibre adequat. Il reste d 'ajuster progressivernent l 'offre 
a la demande par une redistribution des lits entre services et 
par un accueil plus large aux cas n e c essitant des soins lourds 
de longue duree. Ceci necessite la collaboration accrue de 
l 'ensemble des partenaires sanitaires. 

Par ailleurs, la demande de lits pour rna lades chroniques 
dependants reste forte (taux rnoyen d 'occupation* a 95%), rna is le 
nornbre de demandes insatisfaites a dirninue grace a la rnise en 
service de nouveaux etablissernents, construits avec l'appui 

* dans les etablissernent medico-sociaux (EMS) 
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financier des pouvoirs publics. Cependant, le vieil lissement de 
la population engendre de nouveaux besoins par les patients ages . 
De plus, pour les vieil lards moins dependants, un effort important 
reste a faire notamment sur la creation d'appartements adaptes a 
leurs besoins, et sur l 'aide et les soins a domicile, faute de quoi 
les services pour les cas plus severes risquent d'etre rapidement 
engorges. 

Evolution des couts hospitaliers de 19 62 a 1 9 7 7  

Dans le Canton de Vaud, les couts hospitaliers en soins 
generaux representent en 1 9 7 7, en francs courants, les 70 5% de ce 
qu'ils etaient en 1 962. En psychiatrie, la progression pendant 
la meme epoque a ete de 4 62%. En francs constants, l'accroissement 
est respectivement de 400% et de 250%. A ce rythme, dans quelques 
annees, et malgre l'augmentation du pouvoir d'ac hat, l'equilibre 
des budgets des collectivites publiques et aussi de ceux des 
menages pourrait se rompre sous le poids du poste sante. 

Ce phenomene affecte la Suisse entiere, et la plupart des 
pays industrialises. Au niveau national, les chiffres suivants 
sont significatifs: 

Les depenses hospitalieres, sans le service de la dette, 
representent environ la moitie des depenses de sante qui, el le­
memes, representaient moins de 3% du produit national brut (PNB) 
en 1 9 50, 5% en 1 9 70, 7% en 1 9 74. Leur rythme d'accroissement a 
ete une fois et demi a deux fois plus rapide que celui du PNB. 
Or, parmi les specialistes d'economie sanitaire, on note un 
certain consensus selon lequel les depenses de sante restent 
supportables et acceptables par la col lectivite jusqu'a un seuil 
d'environ 10% du PNB, au-dela de quoi les repartitions budgetaires 
generales actuelles devraient etre remises en cause. Au rythme 
actuel d ' augmentation des couts et malgre une certaine stabilisa­
tion ces dernieres annees, ce seui l pourrait etre atteint en 
Suisse dans les dix a quinze ans. 

La part de la sante dans le budget ordinaire de l'Etat de 
Vaud s'est egalement sensiblement accrue, de 1 7, 5% du budget 
ordinaire brut en 1963 a 26%  en 19 77. Avec le budget d'inves­
tissement, ces pourcentages passent respectivement a 19% et 3 1%. 
Au niveau de la  Suisse en general, la part des pouvoirs publics 
(communes, cantons, Confederation) a la prise en charge des couts 
hospitaliers et medico-sociaux s'est egalement accrue, pour 
avoisiner 50% en 19 77. 
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Pour le poste g lobal de la sante (hospitalisation, activite 
arnbulatoire des medecins, dent is tes, eh iropra ticiens, phys io­
therapeutes, administration de sante publique, produits pharma­
ceutiques, etc. ) le canton de Vaud a depense en 1 9 7 5  plus d ' un 
milliard de francs, ou un montant de l ' ordre de Fr.s.  2000. -
par habitant. Quelque 50% de ce milliard sont consacres aux 
depenses d ' hospitalisation, 30% aux activites ambulatoires, 10% 
aux produits pharmaceutiques. Les soins a domicile ne represen­
tent meme pas 1 %  du total. 

Les raisons de la croissance des couts hospitaliers et medico­
sociaux 

Les raisons pour lesquelles une corrnnunaute accorde de plus en 
plus d'importance a sa sante sont complexes, et relevent de facteurs 
d ' ordre economique, social,  culturel, moral, politique. Ce 
phenomene se traduit par une medicalisation croissante de la vie, 
par un accroissement des couts, et par une modification de leur 
structure. 

L ' analyse economique du 'marche sanitaire ' fait apparaitre 
quelques caracteristiques, qui proviennent surtout de la nature des 
prestations de sante et affectent les rapports entre producteurs 
(medecins principalement) et consomma teurs (les patients ) .  Elles 
exp l iquent - en partie - l a  forte augmentation des coGts : 

au dela de la demarche initiale du patient, la decision 
de consommer est prise en regle generale par le producteur 
et non par le consommateur; cette decision porte sur la 
nature de la consommation (prescription d ' un traitement 
par exemple) et souvent meme sur l e  principe (opportunite 
de pratiquer telle intervention, etc. ) ;  

Habituellement, la decision de consommer ne comporte plus 
de veritable sanction economique: le producteur ne 
connait souvent pas le prix de la production et le 
consommateur qui en beneficie ne le paie pas directement;  

les payeurs (assurances, pouvoirs publics) ne  participent 
pas en regle generale aux decisions qui ordonnent les 
depenses; 

les producteurs ne sont guere soumis a concurrence 
(situation de monopole d ' un hopital dans sa region, d ' un 
medecin dans un hopital, etc. ) ;  
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typiquement, le  consomrnateur n'est pas en  mesure de 
juger de la qualite reelle de ce qu'il consornrne, et 
le payeur de ce qu'il paie; 

la nature des prestations de sant e est telle que le 
besoin en est potent ie llement infini. L'offre de 
prestations exerce une influence marquee sur la demande; 

l'application des regles de la libre entreprise au 
secteur sanitaire aboutira it, dans l'eventualite de 
la gest ion defic i taire d'un e tablissement, a sa m ise 
en faillite. Cette procedure est generalement 
inadaptee a la nature et au role des services de 
sante, et en fait difficilement applicable. 

Ces particular ites ont pour consequence que les lois du marche 
et notarnrnent le prix ne jouent pas le role de regulat ion que l'on 
peut observer clans d'autres secteurs de l'economie. 

En 1962 les salaires representaient 44% des depenses en soins 
generaux. En 1976, ils representaient quelque 70%, le solde se 
partageant, a raison de 10% environ pour chaque categorie, entre 
le service de la dette, les frais hotel iers, et les frais medico­
techniques et pharrnaceutiques. C'est done surtout l'evolution 
du poste salaire qui explique l'augmentation des couts. La 
laic isat ion du personnel paramedical (qui comptait encore beau­
coup de religieuses jusqu'apres la seconde guerre mondiale) , la 
revalorisat ion indispensable des salaires hospitaliers, plus 
part iculierement des salaires feminins, et surtout l ' augmentat ion 
absolue du personnel due entre autres a la diminution du temps de 
travail et a la complexificat ion des techniques, en sont les 
causes principales. Ainsi, 31 000 personnes e taient employees 
clans J es hopitaux suisses en 1950, 70 000 en 1970 et entre 90 000 
et 100 000 personnes en 1977. 

Des 1974, les couts continuent a croi tre au-dela de la simple 
indexat ion rnais sans augmentat ion correspondante ni du nombre de 
journees ni du nombre de malades traites. Cec i provient du 
programme de modernisation de l'infrastructure hospitaliere entre­
pris dans le cadre du plan hospitalier, et dans une certaine 
mesure, de l'autoaliment at ion des besoins, entretenue par des 
habitudes her i tees d'une epoque de forte croissance economi que. 
Certes, certains gains therapeut iques sont indeniables, la qualit e  
des prestat ions, le confort des soignes e t  des soignants 
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s'ameliorent. C'est utile sans doute, mais tout est-il 
indispensable ? Est-ce compatible avec les ressources a 
disposition ? Surtout est-ce la meilleure maniere d'investir 
pour ameliorer l'etat de sante de la population ? 

Consequences de la croissance des couts hospitaliers 

Des reponses partielles peuvent etre donnees aux questions 
soulevees plus haut: 

la croissance actuelle des depenses de sante sera 
bient6t, si elle se poursuit, incompatible avec le 
mode actuel de repartition des ressources dans notre 
societe, et leur croissance se fera au detriment 
d'autres activites financees par l'Etat; 

l'attribution de ressources croissantes au secteur 
hospitalier privilegie le developpement de 'l'industrie 
de la sante (ou de la maladie)', qui est devenue la 
plus grande industrie de services du monde et l'une 
des principales branches d'activite economique des 
pays industrialises; 

le budget de sante d'une collectivite a desormais des 
limi tes. D�s lors, toute depense supplementaire 
consentie dans le secteur hospitalier ne pourra etre 
faite, par exemple, pour la prevention, l'education 
sanitaire ou l'hygiene du milieu. Cette priorite de 
fait pour une medecine hospitaliere de plus en plus 
technique, qui s'adresse pour beaucoup a des patients 
dent la maladie a debute dix ou quinze ans plus tot, 
est discutable, d'autant plus qu'elle ne precede pas 
d'un choix delibere: la croissance des depenses 
hospitali�res est aujourd'hui subie par la collectivite 
et, si elle n'est pas ma1trisee, risque d'imposer sa 
loi au developpement sanitaire. Par ailleurs, i l  est 
etabli que le rendement therapeutique marginal de la 
medecine hospitali·ere diminue : il faut de plus en 
plus de ressources pour obtenir un supplement de progres. 

L'etat de sante de la population, qui a fait des progres 
extraordinaires apres la revolution industrielle et dans la 
premiere moitie de ce siecle, est aujourd'hui a peu pres station­
naire. Des lors, la ma1trise des couts n'est pas seulement une 
exigence economique: c'est aussi une exigence de sante. 
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L' espoir que l' amelioration des possibilites de traitement 
entrainerait une diminution marquee de la 'quantite de maladie' 
dans la collectivite a dG itre abandonne devant l es faits: le 
besoin de prestations de sante, au sens large, est dans nos 
societes potentiel lement il 1 imite. En l 'abse.nce de mecanismes 
internes efficaces de regulation des couts , seule l' introduction 
d' une contrainte budgetaire exterieure peut actuellement limiter 
la croissance des depenses hospitalieres et enrayer le phenomene 
d'auto-alimentation des besoins. 

Orientations nouvelles proposees, puis adoptees 

L' analyse de la situation et les consultations faites aupres 
des partenaires de l' Etat dans le domaine sanitaire (organisation 
professionnelle des medecins, associations d' hopitaux et d' etablis­
sements medico-sociaux, caisses-maladie) ont permis d'identifier 
les problemes majeurs. Les mesures suivantes ont ete approuvees 
par le Grand Conseil vaudois (Parlement cantonal) en decembre 
19 78, dans une nouvelle Loi sur la planification et le finance­
ment des etablissements sanitaires d' interit public : 

a) definition d'une politique d'investissement plus 
selective en matiere de construction et d' equipement 
des etablissements sanitaires d'interit public 
(devant l' urgence de la situation, le Conseil d' Etat 
a a cet ef fet, et pour la premiere fois, adopte un 
programme d' investissement echelonne sur dix ans, qui 
fixe des priorites entre les etablissements sanitaires 
concernes) ; 

b) renforcement des dispositions legales de fa�on a 
permettre a l' Etat et a ses partenaires d'intervenir 
efficacement dans le domaine de la planification et 
du financement des etablissements sanitaires d'interit 
public; 

c) modification du systeme de financement pour assurer 
une meilleure maitrise des coGts, plus particuliere­
ment des depenses hospitalieres; 

d) amenagement des structures et des mecanismes qui 
assurent la gestion, l a  planification et le developpe­
ment du reseau des etablissements sanitai res d' interit 
public; 
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e) definition plus precise de la mission des etabl is­
sements sanita ires, notamment des hopitaux en soins 
generaux; 

f) mise en place d' un systeme d'information sta tistique 
susceptible de fourn ir les donnees d' activites, de 
couts et d' epidemiologie necessa ires a l' elaboration 
progressive d' une veritable politique de sante. 

Un nouveau systeme de financement 

Compte tenu des pos itions exprimees par les partenaires 
san itaires et des contra intes qui sont les leurs, un nouveau 
systeme de f inancement a ete mis sur pied, qui obeit aux prin­
cipes suivants: 

1) Investissement: 

Pour permettre aux partenaires d'assumer mieux les taches 
de planificat ion et pour eliminer les facteurs les plus impor­
tants des differences budgetaires entre etablissements de meme 
categorie, l' Etat cantonal prend en charge les investissements 
sanitaires (batiments et equipement) , selon un programme 
d'investissements sur dix a quinze a ns elabore avec les 
partenaires. Les fondations ou a ssocia tions restent proprie­
taires de leurs etablissements. 

2) Exploitation: 

Pour preserver le principe d'une gestion decentral isee des 
etablissements et ma intenir la responsab ilite de leur comite 
(prive) tout en donnant a l' Etat la poss ib ilite d'agir sur le 
cout global de l' hospitalisat ion, l'Etat definie, en collabora­
tion avec ses partenai res, la mission de chaque etahlissement 
et l'enveloppe budgetaire correspondante . Autrement, les 
etablissements sont l ibres de s'organiser comme ils l' entendent 
(sous reserve d' exigences legales existantes ) .  

Prat iquement, l'act ion de l'Etat se manifeste de la maniere 
suivante: 

chaque annee, l' Etat et ses partenaires definissent une 
enveloppe budgeta i re annnelle globale (investissement et 
exploitation) pour l'hospitalisation clans les etablis-
sements d'int eret public du canton, en fonct ion des 
ressources a d isposition, des resultats des exercices 
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precedents, des facteurs reconnus de modification des 
couts et d' une repartition optimale des ressources 
entre les differen ts secteurs sanitaires ; 

l' enveloppe budgetaire globale d' exploitation est 
repartie entre les etablissements en fonct ion de 
leur capa cite de prestation (equipement + personnel) ,  
determinee par leur mission respective. Le budget 
de chaque etablissement est subdivise en frais 
variables et frais fixes, ce dernier (80 a 85% du 
budget total) etant garanti a l ' etablissement quel l e  
que soit l ' activite realisee e n  cours d ' exercice. * 

279 

L ' enveloppe a l l ouee pour les frais variables est 
corrigee en fin d' exercice, en fonction de l ' activite 
effectivement realisee par l' hopital (nombre de 
journees ) et de facteurs de ponderation rendant compte 
du poids economique de ces journees. Les facteurs 
a retenir sont par exemple: nombre de cas traites, 
nombre d ' entrees en urgence, age moyen des patients, 
etc. ; 

l ' accord sur l ' enveloppe budgetaire (apres negociation 
eventuelle), est garantie pour une periode d ' une annee 
sous reserve de la procedure de correction pour l a  
couverture des frais variables ; 

l a  prise en charge de l ' enveloppe budgetaire du s ecteur 
convent ionne est assuree par l' E tat et les cais s es­
maladie qui negocient entre eux l eur part respective; 

l ' etablis sement est responsable du respect de l' enveloppe 
budgetaire initial e allouee . Tout benefice peut etre 
utilise librement pour autant que ceci ne modifie pas 
la mission definie. Tout deficit est la seule res ponsa­
bilite de l ' etabl issement . 

'' Pour des raisons pratiques tenant au mode de fonctionnement 
des caisses-maladie, l a  notion de prix de journee est  maintenue 
mais seulement comme ' unite de monnaie' ; elle reste presente 
clans la forme des echanges financiers entre payeurs et presta­
taires de soins, rnais n' a plus l e  role de determinant des 
recettes des hopitaux . 
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Les structures de planification et de gestion sanitaire 

Le but general de la reforme est une repartition pl us 
fonctionnelle des  responsabilites pour la planification et la 
gestion des  etablis s ement s sanitaires. Cela consiste d'une 
part a grouper au niveau cantonal, a 1 ' aide d'une in stance 
qui as socie l'Etat et s es partenaires, les competences necess­
aires a la definition de  la politique en  matiere de  planifica­
tion et de financement : d' autre part, a decentraliser le 
pouvoir de  decis ion au niveau de  zones s anitaires pour ce qui 
concerne la coordination des  etablis s ements sanitaires regionaux. 

La reforme s ' articule auteur de la creation d ' une  
Commi s s ion cantonale de  planification et  de financement des  
etablis sements s anitaires (la Commis s ion d e  planification) et  de  
commi s s ions correspondantes  dans les  zones sanitaires (huit pour 
l' ensemble du c anton),  crees par le Plan hospitalier de 1 966, 
qui n' avaient pas trouve jusqu' ici la vocation d ' unites operation­
nelles qu'elles devaient avoir. La mis sion generale de  ces 
instances est: 

la Commis s ion de  planification est l'unique instanc e  
associant l' Etat e t  ses  partenaires e n  matiere de  
gestion, d e  planification, de  financement des  
etab lis sements sanitaires.  Presidee par le Chef du 
Departement de  l ' i nterieur et de  la sante publique, 
elle s e  donne les moyens qu '  elle j uge utiles pour 
preparer s es decisions. Elle assiste a titre 
consultatif le Cons eil d ' Etat et le Chef du Departement 
de l' interieur et de la sante publique pour les 
decis ions qui relevent de  leurs competences respectives .  

La creation de  huit commissions sanitaires de  zone vise 
la decentralisation des  caches d ' animation et de coor­
dination face a la neces saire centralisation des 
competences en matiere de planification et de finance­
ment. La composition de la Commis s ion de zone 
(repres entants d es etabliss ements, du corps medical, 
des  autorites locales et regionales notamment) doit 
lui permettre d'exprimer les preoccupations sanitaires 
particulieres de  la population concernee et d ' as surer 
une meilleure integration ent re les activites hos pi­
talieres et ambulatoires, et entre l es pratiques pre­
ventives et curatives. El le as s iste la Commis sion 
cantonale clans l ' etude des developpements medico­
sanitaires au niveau de la zone. 
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Definition de la mission des etablissements sanitaires 

Le Plan hospitalier de 1 966 instituait pour la premiere fois 
une division des taches hospitalieres: quatre types d ' hopitaux 
en soins generaux, associes a quatre unites geographiques 
differentes, etaient definis. La mise a jour recente du Plan 
a confirme trois de ces quatre echelons et en a supprime un: 

le Centre hospitalier universitaire vaudois (CHUV) 
comprend tous les services et specialites necessaires 
pour fournir l es prestations hautement specialisees 
pour l e  canton de Vaud (et, en partie, de certains 
cantons voisins) ; il est charge en outre de 
l ' enseignement et de la recherche medicale; 

l ' hopital de secteur, d ' une capacite de 4 00-500 l its, 
comprenant les services specialises de base 
(medecine, chirurgie generale, obstet r ique-gynecol ogie, 
pediatrie, urgences) et plus d ' autres specialites 
complementaires, ne correspondant pas a un besoin 
clair, est maintenant abandonne, (aucun hopital de 
secteur n'a ete construit); 

l ' hopital de zone comprend les services de base deja 
mentionnes. Sa capacite est de 1 00 - 250 l its; 

l ' hopital regional n'est pas structure en services; 
il assure une permanence rnais ne comprend pas de 
service d'urgences impl iquant la presence 24 h. sur 
24 d ' une equipe medico-chirurgicale pluri-discipl inaire. 
Sa capacite est de mains de 1 00 lits 

Cette classification repond au souci de centraliser l a  
pratique hospital iere specialisee et d e  decentraliser l a  pratique 
courante. Il etait implicitement admis que la mission, la 
capacite medico-technique, fussent definies par l e  biais du 
service: l ' absence ou l a  presence de tel service impliquait la 
possibilite ou non d'accomplir telle ou telle prestation. 

La croissance du cout d' exploitation d'un hopital est large­
ment determinee par la nature et le niveau technique des presta­
tions qu ' il fournit. Si la situation actuelle n' est pas 
alarmante, il ne faut pas minimiser les risques d'onereux 
surequipements, et chevauchements a une epoque de forte augmenta­
tion de l a  densite medicale et de rapide progression de l a  
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technologie, d' ou l e  besoin des controles affines et l ' accent 
sur la definition de la mission des hopitaux en tenant compte: 

de la qualite requise des soins; 
de l a  securite des patients; 
du cout des prestations fournies; 
de l a  proximite des autres etablissements sanitaires; 
de l a  situation de depart . 

De plus, les options suivantes sont retenues: 

l a  definition de la mission des hopitaux doit se faire 
en principe non par une liste de prestations autorisees 
ou non autorisees a chaque niveau, mais par l e  canal des 
moyens (personnel , equipements, etc. ) mis a disposition 
pour accomplir ces prestations, par service ou centre 
de responsabilite; 

la maniere d' utiliser l es moyens disponib les releve de 
la direction des hopitaux et du col lege des medecins, 
qui apprecient, en fonction du risque et du gain thera­
peutique, ce que l' environnement technique et humain 
permet d'accompl ir; 

la defin i t ion de l a  m ission des hopitaux constitue un 
cadre general ,  interprete, si necessaire, en fonction des 
specificites locales; 

Sant assures: 

libre choix de l 'etablissement par l e  patient, 
respect du secret professionnel , 
liberte therapeutique et responsabilite 

individuelle des medecins; 

le control e  de qualite des soins medicaux sera encourage 
clans tous les domaines possibles; il sera entrepris 
par les medecins eux-memes. 
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van Balen: soutenant l'argument du Professeur 
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Monekosso, souligne l'importance d'assurer des soins gratuits au 
niveau peripherique des services de sante dans les pays en voie 
de developpement. 1 1  cite l'exemple d'une zone rurale d'Afrique 
centrale comptant une population d'a peu pres 550 000 habitants, 
ou le budget gouvernemental permet d'affecter seulement un 
infirmier praticien pour 10 000 habitants a la peripherie, et 
deux a trois infirmiers praticiens pour 10 000 habitants dans les 
hopitaux generaux. Le financement disponible pour les medicaments 
est limite a$ 0, 1 0-0, 20 par habitant. Pour pallier ce manque 
de moyens, un systeme de paiement par episode de maladie ou de 
risque (plutot que par acte de service) , a ete instaure. Ce 
paiement a ete fixe a$ 0, 25-0, 3 5  pour les soins generaux et a 
$ 0, 50 pour la protection maternelle et infantile. Cette somme 
couvre des soins primaires standardises, assures par trois 
infirmiers et une personne non qualifiee pour 10 000 habitants. 
L'hospitalisation est couverte par la solidarite nationale. 
L'apport de ces paiements, qui est d'a peu pres $ 0, 50 par 
habitant, represente en effet quatre fois plus que le financement 
assure par le gouvernement. En plus, ce systeme, qui existe 
maintenant depuis cinq ans, comprend un element d'autogestion. 
Les habitants decident eux-memes du niveau des paiements par 
episode de maladie et de la disposition du surplus de recettes 
qui depasse les depenses dans 40% des cas. La comptabilite du 
systeme peut etre examinee par les participants, qui sont a meme 
d'apprecier directement le cout des services demandes et les 
problemes poses par ceux-ci. Ce projet demontre qu ' un element 
d'autofinancement et d'autogestion peut apporter une amelioration 
importante dans les services de sante peripheriques des pays en 
voie de developpement. 

Wynen: rappelle qu'en 1 � 7 5  l'Assemblee generale de 

l'Association medicale mondiale a discute la question de l'economie 
et de la politique de sante. Le 'Follow-up Committee on Develop­
ment and Allocation of Medical Care Resources', etabli par cette 
Assemblee, s'est reuni a Tokyo en aout 1979. Il espere que 
l'Association medicale mondiale et le CIOMS pourront collaborer a 
la recherche de conclusions communes dans ce domaine delicat et 
attire l'attention sur les consequences ethiques des succes 
remportes par la medecine dans la lutte contre les maladies. Il 
n'est pas formellement demontre que ce soit un avantage pour le 
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patrimoine genetique hurnain, et il n'est done pas certain que 
l 'ensemble des activites medicales debouche sur des resultats 
strictement interessants pour la societ e. Cela provient peut­
e tre  du fait que le medecin est oriente vers la protection de 
l' individu plutot que vers la defense de la collectivite. Le 
citoyen bien portant cotise d'une rnaniere ou d'une autre aux frais 
de soins des malades, et quand il tombe malade lui-meme, le flux 
s' inverse et il re�oit a son tour l'aide de ses concitoyens. Dans 
la mesure ou la collectivite essaie de limiter les depenses 
impliquees par les besoins du rnalade, il y a une divergence fonda­
mentale entre le rnalade et la collectivite. Cet te reaction 
s'observe dans tous l es pays ayant une medecine sophistiquee, ou 
la planificat ion est devenue de plus en pl us negative, visant a 
supprimer ou a limiter des lits d'hopitaux, l'equipement, et les 
frais en general, plutot qu'a assurer les ressources necessaires 
a une medecine moderne et sophistiquee. Il s'ensuit des situa­
tions paradoxales, par exemple un depistage couteux des insuffi­
sances renales paral l element a une limitation des ressources 
t herapeutiques. Cela oblige l e  medecin a choisir les malades 
qui seront soignes et ceux qui seront exc lus, d'ou un probleme 
e thique important pour le medecin, qui doit prote ger a la fois le 
malade contre sa rnaladie et les droits du rnalade contre la 
collectivite. 

Les discussions de l'Association medicale mondiale ont montre 
qu'il n'e t ait pas possible de tirer des conclusions valables si 
l'on ne separe pas les problemes des pays en voie de developpement 
de ceux des pays developpes. En particulier, il a paru inutile 
de former des medecins pour une medecine sophistiquee et ensuite 
de l eur demander d'appliquer une medecine rudimentaire qu'ils n'ont 
pas apprise ni choisie. C'est comme si on utilisait des ingenieurs 
aeronautiques sophistiques pour construire des brouet tes, faute de 
moyens pour construire des avions. 

Mabeck: was reassured to find that in these 
discussions with economists, the doctors, often accused of being 
more interested in money than in their patients, clearly knew 
too lit tle about economics. As a general practitioner, he 
reemphasized the clinician's duty to do the best possible for 
his patient, but pointed out that this does not mean that all 
new diagnostic procedures and therapies have to be introduced, 
nor that they necessarily represent progress over what is already 
available. He agreed that research and devel opment, to produce 
new methods and therapies, are complex and expensive, but 
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distinguished b etween them and market research, whose results 
are also often presented scientifically. He also pointed to 
the paradoxical situation in which political decision-makers 
felt they could not control the allocation and use of resources 
in the health sector, because of the medical professions clinical 
independence, but simultaneously responded to interest group and 
media pressure to introduce and expand certain services. The 
expansion of haemodialysis and renal transplantation in Denmark 
are good examples of this. To resolve this difficulty, the 
medical professions, through bodies like the Central Medical 
Board and the Medical Research Board in Denmark, have been 
increasingly called upon to advise politicians on policy decisions, 
and this has led to the abandonment of several unj ustified 
proposals, such as the development of a major liver transplanta­
tion project, and the introduction of several screening programmes. 

Tankari: estime que les propositions concernant 
l'amelioration des services de sante clans les pays en voie de 
developpement n'ont pas un caractere suffisamment global. Dans 
la politique des medicaments, par exemple, il ne suffit pas de 
briser certains monopoles pharmaceutiques. Les pays en voie de 
developpement devraient developper a un niveau regional leurs 
propres moyens pour fabriquer des medicaments. 1 1  constate 
aussi que l 'approche des soins de sante primaires, qui apparait 
comme la meilleure solution aux problemes des pays en voie de 
developpement pour l'instant, n'est pas forcement la solution 
ideale. Il cite les problemes poses par les secouristes et 
les matrones formes pour donner des soins primaires clans son pays, 
le Niger. Ces personnes travaillent benevolement, mais la 
population est obligee d ' acheter les medicaments, souvent chez 
ces memes secouristes. Par contre, dans les dispensaires des 
regions plus peuplees, les soins sont gratuits. Cela pose le 
probleme de l' inegalite entre les populations des zones urbaines 
et celles des zones rurales. En plus, ces categories de 
personnel s'occupent principalement de soins curatifs, tandis 
qu'il serait plus avantageux d'orienter les interventi ons vers la 
prevention et !'education, sur lesquelles il faudrait aussi axer 
la formation des formateurs. Dans ce contexte il est egalement 
important de former suffisamment de planificateurs et de gestion­
naires pour assurer un devel oppement equilibre et bien oriente 
des services. 
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Demeny: accepted Professor Roemer's analysis of 
a broad historical correspondence between the way in which health 
care is financed and the organizational system by which it is 
delivered, but as an economist, he saw little analytical useful­
ness in this correspondence. For example, personal financing of 
automobile purchases in no way implies that cars should be produced 
by master mechanics in their own garages, and the same argument 
applies to personal financing of health care. In a market system 
the particular modes of delivery of health care are determined by 
the interaction between supply and demand, and notably by consumer 
preferences, technology, and costs. While sources of finance may 
influence what care is delivered and who receives it, the often 
involved biases and inequities of private financing in fact arise 
from unequal income distribution, rather than inefficient market 
provision. Leaving external considerations aside, it can be 
shown by fairly simple economic arguments that it is more efficient 
to redistribute income, if the existing distribution is considered 
unsatisfactory, and then to leave individuals to decide for them­
selves how they wish to spend that income. Political decisions 
about the provision and distribution of free services in kind are 
likely to be as inefficient or indeed considerably more inefficient 
than those of private markets. Whereas in private markets 
individual purchasing power determines who gets what, in politic�l 
markets the allocation depends upon poli tical power . In develop­
ing countries this has led to heavy concentrations of health 
resources upon services and technologies to serve the needs of 
urban industrial elites, which was entirely predictable, given 
the concentration of political power and the absence of political 
checks and balances. If this argument is accepted, the premature 
transfer of collective models for health service provision from 
developed to developping countries would be a glaring example of 
inappropriate health technology. The implication is not that 
government should stay out of the health sector, but that it 
should concentrate on those areas where it has a special role to 
play, notably those where major external benefits arise from the 
provision of particular health services, so that the total public 
benefit far exceeds the sum of private benefits . Applying such 
a criterion, government intervention would be j ustified for 
antimalaria programmes or birth control services, but not for 
hearing aids or false teeth. Such a criterion would concentrate 
government action in those fields where the influence of political 
bias would be least harmful, and it is arguable that, with fewer 
things to do, the government would do them better. The remain­
ing health policy task under such an approach would then be to 
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establish an appropriate institutional framework to encourage 
private initiatives to supply health services in response to 
demand as development proceeds. 
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Chernichovsky: agreed wi th Dr Demeny' s argument and pointed 
out that systems which did not ration through price did so by 
other means, such as waiting times, and that in the future it may 
be necessary to put a price on the consumer or the patient' s time 
in calculating the costs of health care. 
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SUMMARY OF CON CLUSIONS FROM THE PREVIOUS THREE SESSIONS 

Dr Gellhorn, surrnnarizing the first session, picked out the various 
means suggested to improve value for money in health care. They 
included: 1) restriction of governmental  expenditures ; 2) cost­
sharing and greater participation in decision-making by patients; 
3) limitation of health service supply, notably of staff such as 
doctors and nurses, including possible limits on the numbers 
tra ined; 4) expansion of primary care, either by physicians or 
by less costly health personnel ; 5) change in emphasis from 
hospital to community care; 6) l imitation of expenditure on 
certain types of services, e. g., diagnostic X-rays, especially 
new costly techniques, l ike computer ized axial-tomogrophy, and 
laboratory procedures; 7) more control and evaluation of the 
value of new techniques in diagnosis and treatment before their 
general introduction; 8) research into specific areas of cl inical 
management, such as the prescribing practices of physicians; 9) 
more emphasis on improvements in socioeconomic conditions, rather 
than on health services, since it has been abundantly demonstrated 
that standard of living and life-style have a major impact on 
morbidity and mortality; 1 0) more emphasis on prevention. 

He also recalled the Conference's attention to the point 
emphasized by several people that, unless health professionals 
and the public became more aware of the economic aspects of health 
services, they would face increasing external controls on their 
freedom to provide and use services. It was also noted that 
health problems had to be seen in context and, for many countries, 
or even whole regions, community exploration of health-related 
issues and appropriate community development are of fundamental 
importance. 

Professor Adadevoh summarized the ma in points of each paper in 
the second session and the related discussion. Dr Chernichovsky's 
paper emphasized the overwhelming predominance of staff costs in 
health service budgets, and the crucial need to relate objectives 
and priorities to the ava ilable resources, particularly in trained 
manpower. This requirement extends to the introduction of new 
technology, which often requires highly trained staff. Careful 
attention must therefore be given to incentives affecting the use 
and substitution of different kinds of staff, and to pay and 
conditions of work designed to attract them and retain them in 
the service, instead of responding to high turnover and complete 
withdrawal from the labour force by recruiting and training 
replacements, as for example in the case of married women nurses. 
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During the discussion, it was suggested that economists using 
cost-benefit analysis should take part in the establishment of 
priorities and that the consumer should have a greater say. It 
was also emphasized that developing countries should be particular­
ly careful to ensure that the running costs and manpower require­
ments of expensive facilities and equipment can be covered, even 
when they are offered free through foreign aid; otherwise, 
programmes may be badly distorted or investments poorly used. 

Dr Kleczkowski's paper emphasized the need for a doc trine to 
unify the technical imperative to adopt the latest technology 
regardless of cost and the now urgent need to ensure economic 
efficiency and effectiveness. He suggested tha t  the concept of 
appropriate technology could provide such a doct rine, and that 
rationing through science might be the most acceptable approach 
in seeking allocative and operational efficiency in the health 
services. This would require more systematic technical and 
economic evaluation and the dissemination of information on new 
technology. 

In the discussion, it was pointed out that the European 
Office of the World Health Organization now includes health 
economics among its priorities in health service research. 
While patien t s  and physicians would certainly not wish to see a 
diminution in clinical freedom, it was suggested that new 
clinical techniques should perhaps be subjec ted to the same test­
ing procedures as new drugs, and that physicians would be bet ter 
able to plan and evaluate their activities if they had regular 
dat a  on mortality and morbidity in their community. This kind 
of approach implies physician accountability, and it was felt 
that physicians would modify their prac tices appropriately if 
provided with suitable and reliable information on the costs, 
consumption, and effectiveness of services. Finally, it was 
emphasized t hat  indigenous technologies could also be 'appropriate',  
if they satisfied scientific criteria of safety and efficacy, and, 
equally, that traditional providers could be used to deliver 
modern technology. 

Mr. Teeling-Smith in his paper reminded the conference that 
almost all the pharmaceutical innovations of the last thirty years 
came from the western, research-based pharmaceutical industry, and 
that they have improved well- being, decreased mortality, and avoid­
ed costs, both to heal th services and the economy. The extremely 
costly research and development involved in these advances evident­
ly have to be reflected in pric es, but  he argued that effective 
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price competition limits the scope for overpricing and monopoly 
profits. Indeed, the proportion of health service expenditure 
going on pharmaceutical products has been steadily declining in 
Europe and the USA. The situation of developing countries is 
obviously different, since they are unable to meet the high costs 
of such research and development, but fortunatel y many of the 
drugs most important for them are first-generation, patent-expired 
drugs. In addition, the pharmaceutical industry is now offering 
drugs to the poorest countries on special terms. 

In discussion, it was pointed out that drugs did not always 
produce net savings as in the treatment of tuberculosis and 
mental illness. In many instances, they provided new inter-
vention possibilities and therefore higher expenditure. As 
possibilities have progressed faster than resources, so the need 
arises to decide whether the effects justify the costs, and to 
select priorities that will maximize the benefit to society from 
the resources committed. It was also noted that independent 
improvements in health and non-compliance with drug treatment 
often complicated evaluations of the true effects of drugs on 
the health of a population. New Norwegian legislation was 
described that limits reimbursement for drugs to the price of 
the cheapest generics. However, it was argued that, far from 
producing savings, administration and increased service use 
caused by problems of bio-equivalence would incur substantial 
extra costs. In addition, the Norwegian Ministry of Health 
proposes to prohibit any new additions to the reimbursement list 
in 1 980. It was argued that the potential effects of such 
measures need to be far more rigorously researched before their 
introduction and carefully monitored during their application. 

In discussing the problems of developing countries it was 
noted that drug prices were often higher there than in developed 
countries, for various reasons, but that the differential was not 
always justifiable. On the other hand, many countries included 
inappropriate, expensive, sophisticated drugs in their essential 
drug lists when they lacked the diagnostic and therapeutic skills 
and facilities to use them properly. It was stressed that drugs 
are interdependent with other health service inputs, and that, 
where overall health expenditures are low, even modest spending 
on drugs may amount to a large proportion of the health budget. 
Quality and appropriate use were a l so considered of fundamental 
importance, but, unlike data on prices, data on these aspects 
were poor or non-existent . One study of twelve Indian primary 
health centres found that 98% of the drugs used were substandard. 
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Dr Flahault' s paper detailed the steps involved in adapting 
education and training to meet the priority target of 'Health for 
all by the year 2000'. He particularly emphasized the importance 
of clearly identifying needs and priori ties, of specifying the 
tasks and manpower required to meet them, and of adapting educa­
tion and training to meet these specifications in a flexible 
manner, including willingness to modify traditional programmes 
and where necessary to create new types of staff. Training 
should above all be relevant, and staff should be well motivated. 

These points were endorsed during the discussion, but it 
appeared that even countries like India, which have developed a 
large health service infrastructure over the last thirty years, 
have difficulty in formulating a comprehensive integrated health 
policy. In addition to clear policies and adequate resources, 
particularly of trained manpower, there must be willingness by 
health professionals to introduce appropriate methods for the 
extension of rural health services, and, most important, to 
delegate responsibility to rural health workers and motivate them 
to work effectively. The International Council of Nurses has 
already responded to this need for self-appraisal by the health 
professions with an evaluation of the role of nurses in primary 
care. Other professions should be encouraged to do likewise. 

Professor Auj aleu, introducing the summary of the third session, 
pointed out the interesting general trend for completely different 
systems to move slowly towards a common organizational and 
financial pattern, with more socialization and planning in the 
western European and American systems, and more liberal arrange­
ments, including limited private practice, in the planned systems, 
notably those of eastern Europe 

Mr Griffiths opened his summary of the third session by elaborat­
ing on the general tendency towards convergence between planned 
controlled systems and market-oriented systems. In addition 
to the general trends indicated by both Professor Roemer and 
Professor Kohn in their papers, it was clear from the discussion 
that market-oriented health systems needed some kind of planning 
framework, control mechanisms, and information systems. Equally, 
evidence from eastern Europe, the United Kingdom, and Sweden 
demonstrated the need for flexibility and incentives to be built 
into planned health systems. At this stage, the exact balance 
of the different systems whi ch will  emerge in each country remains 
to be seen. Nevertheless, experiences of change in Europe and 
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North America showed clearly that, whatever health systems and 
cont rols are introduced, they must take account of the predominant 
values of the country concerned. Jn  particular, gross  attempts 
to transfer succes sful structures and mechani sms from one country 
to another can lead to reactions and error s quite out of propor­
tion to t he often minor adaptations needed to fit them to the 
recipient country 's values and institutions. 

Two recurring themes in the discus sion highlighted important 
areas for research and development. The first was the need for 
more 'micro' -level research into the use and functioning of health 
services in order to evaluate the national and international 
differences that have been revealed but not explained by 'macro'­
level research. This would clearly require close collaboration 
between the health profes sions, epidemiologists, health economists, 
administrators, financing agencies, and the public. Given its 
objectives and membership, CIOMS could clearly do much to foster 
such collaboration. 

The second theme was the need for more and better information 
on morbidity, on manpower, technology, and other resources, and on 
service use, costs, and outcomes. It was noted that, even at the 
national level, important data are often crude or unavailable. 
Furthermore, even when the basic information is available, it is 
quite commonly not integrated; inputs and costs are not related 
to objectives and results, making rational management and evalua­
tion difficult. In developing count ries the problem is even 
more severe, because both resources and information are lacking. 
Very large components of health expenditure, notably private 
spending by patients and by a variety of organizations other than 
the ministry of health, are unknown and often amount to double or 
more what appears in the official budget. Such expenditure has 
enormous potential if it can be harnes sed effectively. 

It was also noted that it is not enough to establish data 
collection systems to ama s s  statistics  which are then left un­
touched by human thought. It is neces sary to devise proper 
information systems to feed the information back to decision­
makers at all levels in an appropriate and timely way. Several 
suggestions and examples of succes sful development s were offered 
in the discus sion s, such as mon i t oring of profiles of clinical 
activity, and daily or weekly feedback to doctors of the costs 
generated by their cl iniral decisions. Good information is 
cruc ial to good dec i sion-making, and cert ainly to improvements 
in the effic i ency and effert iveness of health services. 
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Professor Abel-Smith (Moderator) summarized the salient points 
of the conference as a basis for identifying priorities for 
research and development. He noted that the subject of the 
conference was not new, and the discuss ions inevitably over­
lapped w ith those at earlier meetings. However, he drew 
particular attention to the wide agreement achieved impl icitly 
and explicitly in this conference, despite the wide range of 
professions and organizations represented, often about issues 
that have long been highly controversial. 

First, no-one tried to argue that the community should 
s imply find the means to provide whatever resources and services 
the health professions feel are needed. The economic problem 
was recognized and accepted for both developed and developing 
countries. Secondly, no-one sought to justify the enormous 
inequities in the distribution of resources in developing 
countries, or those which still persist in developed countries. 
Until quite recently such inequities were still defended as a 
necessary and desirable concentration of resources on the urban 
industrial areas of high econom ic growth, the best medium- and 
long-term strategy, even for the rural population. The 
principle of equity is recognized in the objective 'Health for 
all by the year 2000' . Thirdly, though there were differences 
;;T° emphasis, on nutrition, water supply, education, family 
planning, and so on, the importance of socioeconomic development 
for health was w idely acknowledged. Fourthly, no-one denied 
the important waste of resources in both developed and develop­
ing countries; the tendency was rather to offer explanations 
such as poor management leading to misallocation of resources, 
fraud, and lack of proper evaluat ion of new technology, and 
legal considerations, including the fear of malpractice actions, 
leading to wasteful defensive medicine. F inally, no-one argued 
that it would be dangerous or unacceptable to seek improvements 
in cost-effectiveness by delegating work to less tra ined staff. 

Professor Abel-Smith considered the accepta�ce of these five 
points an important development. They were reinforced by a 
polite challenge from some speakers from developing countries 
that the developed countries would be more credible if they 
applied to themselves the measures they advocated for the 
developing countries. For example, have the developed countries 
done enough to obtain community participation in their own health 
services ? Apart from some schemes employing feldschers, 
physician 'extenders' , and nurse practitioners, and delegation 
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by default, is enough effort really being made to  delega te work 
and to apply the result s of important research s tudies ? What 
have developed countries done to reduce waste and needles s, 
ineffective care ? Why have there not been more controlled 
trials and other evaluat ions to avoid the introduction of 
ineffective procedures which then spread and make new demands 
on the strained resources of the developing countries ? Why 
have developed countries not found organizational and financial 
systems to ensure cost-effective provision of health care to 
meet all their main health needs within a reasonable time at 
the minimum cos t  compatible with acceptable quality of care ? 
Where is the model that a developing country wi th resources 
should copy ? Scattered but damaging evidence was quoted by 
several speakers on the ill effects of fee-for-service systems. 
What exactly are the effects of different payment systems on 
the way health services are provided and used ? How can their 
undesirable features, such as the encouragement of needles s 
expensive services, be removed ? The first priority area for 
research therefore appears to be the options for organizing 
and financing health services. 

The second priority that emerged for research was the 
provision of bet ter information, nationally and internationally, 
about the costs,  inputs, and outputs of health services. Is it 
acceptable, for example, that four major studies of health 
service financing in developed countries, each s tudy purporting 
to do t he best job pos sible, should emerge with different 
answers ? Should the United Nations Statistical Office or  
some other agency develop guidelines and improve definitions 
for national accounting so that reliable and compatible dat a  
can at lea s t  b e  obtained o n  health sector expenditure ? 

These kinds of health-financing surveys or accounts are 
not ends in themselves. Their use must justify the effort 
involved. In Botswana and some other countries such studies 
were reported to be useful. If local expenditures could be 
related to local morbidity and mortality data (which data are 
themselves usually unavailabl e) so that the heal th profession­
als in the field could plan their work and have a feedback of 
results relative to objectives and costs, might this be enough ? 
Or is i t  useful to be able to compare the experiences of differ­
ent areas and countries with similar levels of devel opment and 
similar health problems in order to identify and disseminate 
the mos t successful intervention strategies ? Such fundament­
al is sues require careful practical investigation. 
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Another issue in this area is the extent of the costs and 
benefits to be included and their measurement. Some particip­
ants emphasized the need for greater sophistication;  a wider 
definition of costs, to incl ude those borne by the patient and 
his family and the 'cost' of waiting for services;  and a ful ler 
quantification of benefits, exemplified by efforts to meas ure 
the value of human life. Profes sor Abel-Smith was hesitant 
about giving high priority to more s ophis ticated cost-benefit 
measurements unl es s they were demonstrably acceptabl e, not only 
to economists and the health profession, but also to the 
community. 

The third priority, which obvious l y  reflects a strong need, 
was the systematic evaluation of the effectivenes s of health 
care activities. Much of this work is purely medical,  but it 
also involves economic evaluation in order to relate effective­
ness to costs and to choose between different strategies of care 
for given conditions, (e. g., home versus hospital care, surgical 
versus non-surgical treatment, varying lengths of s tay, etc. ). 

Fourthly, more research is needed on the factors in socio­
economic development that improve or damage health, and the 
dif ferent weights to attach to them. There has been detailed 
research on spec ific factors like family planning, but much les s 
on the contribution of s ocioeconomic development to heal th. 
Countries, like Japan, whose health and s ocioeconomic profiles 
have changed rapidly from developing to developed configurations, 
offer a valuable opportunity for studying the s pecific contri­
butions of socioeconomic development to health improvements. 

Fifthly, Profes sor Abel-Smith asked whether it would  be 
useful to know more of the s uccess es and fail ures of different 
systems of financing health services in devel oping countries, 
and particularly of mixed participation financing. The s ucces s­
ful  experience (described in the dis cus sion) in an area of Niger 
and other examples desc ribed in various WHO publications are 
thought-provoking, but it is far from clear why some succeeed 
while others col l apse. 

Having outlined thes e five priority areas for research and 
devel opment from the papers and dis cuss ions of the conference, 
Profes s or Abel-Smith picked out four key issues in considering 
how they might be followed up. The firs t issue is the extent 
to which hea lth economics, the behavioural sciences,  and 
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community development are really considered critical for health. 
If they are critical, he suggested that CIOMS might discuss with 
WHO the tiny proportion of i ts staff who come from these 
disciplines, and the level at which they are employed in the 
organization. 

The second issue is what the health professions wish and 
are able to do themselves in excercising their responsibility 
for the economic consequences of their decisions, and what help 
they want and require from others. So far, most efforts to 
monitor profiles of clinical activi ty , or to feed back cost 
data about clinical decisions, have been initiated by administra­
tors, finance ministries , and social security organizations and 
imposed on the professions rather than being initiated and 
developed internally by them. The very minimum requirement 
here is that doctors and others should know the cost of the 
services they provide or authorize for their patients. For 
example, the price of each pathological tes t could easily be 
shown next to it on the authorization form so that the doctor 
sees it as he ticks the reques t. The question here is what is 
the role of organizations like the World Medical Association , 
and of national and international specialty organizations, in 
seeing how such information could be provided to professionals , 
perhaps confidentially, so that they can compare the different 
ways they use resources, where appropriate. 

The third issue was raised by the nurses , who are reconsider­
ing their roles and presumably the legal restrictions defining 
those roles. Should the other professions also be reviewing 
their roles, considering that they are perhaps the best judges of  
what tasks they might delegate and to whom, and what legal changes 
might be needed to permit such delegation ? Here again the 
various professional associations should take the lead. 

A fourth and related issue is the extent to which the 
professions are prepared to restrict their own numbers in train­
ing, in order to match the changing requirements implied by 
greater delegation and avoid overproduction. Such res trictions 
have been introduced in many countries , but not in all. 

The fif th and last issue is that of training. What should 
be taught to whom and by whom ? How much importance should be 
placed on teaching about the role of socioeconomic development 
and community participation, or the role of the doctor as a 
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teacher, manager, leader, etc. , and at what stage of tra ining 
should these subj ects be introduced, espec ially if joint training 
of doctors, administrators, and health economists is envisaged ? 
If these are postgraduate subj ects, should there be undergraduate 
preparation and are there any pilot schemes from which experi ence 
can be col lected ? In developing countri es is there a case for 
more training for health economists and administrators not 
qualified in medicine ? All these are issues that crucially 
affect the practical pursuit of the research priorities identified 
by the conference. 

OPEN DISCUSSION 

Gish :  stressed that, despite certain broad 
philosophical similarities between market economies, and some­
times non-market ones too, the immediate research needs of 
developing countries are distinct from those of developed areas. 
The major issue in developed countries is cost conta inment, and 
who will pay for that containment. In the USA, public insti tu­
tions are threatened by the channelling of public sector insur­
ance funds into private insti tutions. The danger is that, i n  
the process o f  cost containment, the poor w i ll have to pay to 
resolve a crisis created by the bet ter-off. 

In the developing countries, 
research issue is the use of very 
health for all by the year 2000. 

Dr. Gish considered, the ma in 
limi ted resources to achieve 

The f irst level of research 
concerns the major determinants of health, which, of course, lie 
outside the health services. He suggested, for example, that 
a more equi table distribution of land and income, leading to 
better nutrition, would improve health in developing countries 
more than anything else. This is now more than ever the case, 
w ith the breakdown of the extended family and with urban 
migration. The second level of research is that of improved 
sanitation and related vector control. The personal health 
services, i ncluding preventive and curative servi ces, represent 
the third level of research. Here the priority is clearly 
greater access to care w ithin the constraints of very low spend­
i ng, which means research to find more cost-effective ways to 
deliver health care. 

Dr Gish therefore supported the proposals for more research 
into the socioeconomic determinants of health, and into differ­
ent organizational and financing systems, and he added two 
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specific suggestions of his own: f irst, research to determine 
the appropriate relationsh ips between integrated and vertical 
health service approaches, based on epidemiological, environ­
mental, and resource and manager ia l considerations ; second ly, 
research into more effective drug prescribing, and into 
investment in pharmaceutical research and development. In 
making this last suggestion, he noted that, for every dollar 
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spent on research and development, two-and-a-half are spent on 
marketing. F inally, he suggested that CIOMS might consider 
identifying participants interested in particular themes and then 
ma intain a contact network between them, as a bas is for strengthen­
ing collaboration on particular follow-up activities. 

Adadevoh: noted that in focusing on the scientific 
approach to problems, the discuss ions had tended to ignore the 
political aspects of science. He felt that scientists were 
perhaps too apologetic about changes implied by their solutions 
to problems, by comparison with politicians. For example, a 
politician building a road or restructuring an urban area w ill 
readily require people to move to new homes, but the health 
professions are reluctant to suggest that populations be 
relocated away from S imulium fly areas to prevent onchocerciasis. 
Similarly, he felt scientists and the health professions did not 
present their views actively enough on political decisions 
affecting health. For example, huge investments have been made 
in irrigation and hydro-electric schemes without regard to the 
likely - often major - health hazards, such as schistosomiasis, 
and without provi sion for concomitant preventive measures. 

Logan: conf irmed that the International Council 
of Nurses was reviewing both the delegation of tasks rel ated to 
nursing and the l egislation affecting s uch delegation. It is 
also considering management training for nurses who will super­
vise staff performing delegated tasks. Secondly, she advocated 
that, whatever research was undertaken, it should, wherever 
possible, be interdisciplinary, involving all the health profess­
ionals concerned with decision-making and policy-making. 

Hardie: recalled h is previous proposals ;,bout 
developing local information systems and management training, 
and in addition noted that there had been many interesting refer­
ences to practical uses of health economics. He suggested that 
a useful follow-up would be to organize periodic meetings, where 
health economists, epidemiologists, and operational researchers, 
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on one hand, and doctors, nurses, and administrators, on the 
other hand, could meet to hear and discuss short presentations 
on both successful and unsuccessful developments in health 
economics. Such meetings would help to disseminate information, 
and increase understanding and confidence between researchers and 
health professionals. He offered the collaboration of his own 
organization, the International Hospital Federation, in organiz­
ing such meetings and in ensuring participation by health service 
managers, ma tched by a corresponding group of health service 
researchers. 

Cumper : pointed out that many of the types of 
research mentioned merely involved application to the health 
sector of well-established economic and management approaches 
developed in other sectors. Perhaps for this reason, they often 
involved areas peripheral to medicine, like stock control or 
appointment scheduling . He conceded that such work could 
improve health service efficiency and that it could be exploited 
much more extensively without confronting basic value issues. 
Nevertheless, he felt that ultimately these issues must be 
tackled, so that problems such as equity and health service 
functioning could be more clearly defined, within a frame of 
reference connnon to economists and health professionals. As an 
example, he pointed out that doctors, among other things, take 
unpleasant decisions for patients. Many schemes for improving 
health service efficiency would push such decisions back to the 
patient, who might not want to take them, preferring, for 
example, to give up an extra year of life rather than decide to 
consume less cholesterol. 

Peretz: emphasized that each country had to decide 
its own health priorities, but regretted that there had been too 
little time to examine some of the differences, such as those 
mentioned in Dr Sahni's discussion paper, which showed that, in 
Sri Lanka, health expenditure as a percentage of GNP was twice 
as high as in India. Concerning pharmaceuticals, he suggested 
that preventive medicines, sera, and vaccines deserved more 
attention, and that the provision of cheap but low-quality drugs 
in developing countries seriously damaged the credibility not 
only of drugs and of the pharmaceutical industry, but of the 
health service as a whole. 



OPEN DISCUSSION 303 

Fernandez Perez de Talens: agreeing with some earlier speakers, 
proposed two related goals for research and development: more 
effective control mechanisms in all planning and management 
activities, and better information, particularly through the 
development of indicators of service provision, efficiency , and 
effectiveness, including both quantita tive and quali tative 
indicators of unmet need and patient satisfaction. 

Rumeau-Rouquette: appuya la necessite de faire davantage 
de recherches concernant l'influence des facteurs socio-cul turels 
sur l a  sante. Elle  rappela une enquete cout-efficacite en France 
qui demontra l e  besoin de renforcer l a  prevention chez l es femmes 
les moins favorisees pendant la grossesse. Des nouvel les mesures 
d'intervention ont abouti a une ame lioration des resul tats pour 
ces femmes, mais l ' ame lioration etait encore plus grande chez les 
femmes l es plus favorisees, qui ont mieux su profiter du programme. 
Le resultat global e tait done une augmentation de la difference 
entre les classes sociales favorisees et non favorisees. Cet 
exemple  demontre amplement l ' importance de comprendre des influ­
ences e thniques et religieuses sur le comportement, et les 
habitudes sociales tres profondes, qui sont encore tres mal 
connues, et qui peuvent conduire a l ' echec, ou meme au rejet total 
des mesures d ' intervention. 

Gomaa: recognized the importance of the research 
areas already proposed and reminded the conference that health 
economics research is a part of health services research, which as 
a whole tends to be subordinated to biomedical research. He 
proposed that the follow-up of the recommendations should be 
formulated as a programme of action whose progress could be monitor­
ed and disseminated on a country and regional basis. 

Rapoport: proposed that the development of predic-
tive models of health care shoul d be part of the research effort, 
along the lines of the work already in progress at the Internation­
al Institute for Applied Systems Analysis, Laxenburg, Secondly, 
he disagreed that there were any entrepreneurial or capitalist 
tendencies in the health systems of socialist countries , though 
they offer material and non-material incentives to the hea lth 
professionals. The conference shoul d  specifically recommend that 
international organizations fol low rul es of conduct in keeping with 
major international heal th goals, such as that of heal th for all 
by the year 2000 . 
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Kleczkowski :  commented that more extensive formal 
evaluation procedures for new technology were certainly needed. 
However, most technologies have at l east some degree of useful­
ness and would therefore be accepted eventually, even if with 
reservations. A more meaningful basis for evaluation would be, 
first, to examine existing technologies for their effectiveness 
and usefulness, as is presently being done in surgery and radio­
logy. Secondly, particular health problems could be examined to 
identify the leading causes and the key areas for intervention, 
e. g. , for cardiovascular diseases the key interventions woul d 
focus on preventive measures and intensive care. Thirdly, it 
would be desirable to examine the appropriate level for deliver­
ing dif ferent health services, and particularly the care that 
can be appropriately delivered at the primary care level. 
Dr Kleczkowski also emphasized the need for research and training 
in comprehensive, practical, problem-solving approaches that 
would be effective in socioeconomic, as well as medical, terms. 
Such approaches would be equally applicable in examining the 
impact of socioeconomic development on health. 

Abelin: drew attention to the problem of allocat-
ing resources in areas not easily amenable to incentives. He 
cited the example of prepaid group medicine as an incentive to 
the provision of preventive personal health services. Incentives 
also pose a problem in research and development. They exist in 
fields like drugs and equipment, but not in areas like health 
promotion or support services such as health information systems. 
He therefore proposed that incentives and financing mechanisms 
for research and development themselves should be examined and 
improved. 

Violaki: proposed that, in addition to tackling the 
specific research priorities identified during the conference, a 
coordinated effort should be made by the various international 
organizations involved to collect and disseminate information 
about existing health economics and health policy studies. She 
also suggested that an agreed international terminology would 
considerably f ac i litate communication in this field. 

Fiori: soutena les propositions de Mme. Logan 
pour l a  revue du role des infirmieres, et pour une approche 
inter-disciplinaire dans la recherche en services de sante. 
Elle rappela a la conference que l'economie, comme la medecine 
est au service de l'homme, et non pas l' inverse, et recommenda 
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qu' il fallai t  s' en souvenir dans l' elaboration des programmes de 
recherche. 

Logan: felt that the conference had really been 
_ about value for money in health care . He noted that incent ives 
and bet ter organizat ion to reduce costs and waste had received 
more at tention than incentives to improve effec t iveness. This 
was perhaps understandable, given the largely ' macro' level of 
the discussion, but he emphasized that decisions to consume 
resources were made at the clinical level. The 1 0- 1 5% of 
health expenditure going on drugs should not overshadow the 80% 
spent on other services, notably the 40-50% related to decisions 
about hospitalization. He suggested that industrial organiza­
t ional models were being applied to a situat ion in which the key 
decisions were in fact clinical ones, which meant that research 
must be far more ' micro' -oriented, and interdisciplinary. The 
informat ion requirements for such research go beyond count ing 
various cat egories of s taff and resources, to the examinat ion of 
their actual functions, which differ considerably w ithin Europe 
alone. The key issue is not cost-containment, holding costs 
down within f ixed pat terns of service, but examining why costs 
are rising and f inding more effective and efficient pat terns of 
service. 

Sint onen: relat ing the trend t owards greater equity 
to the large proportion of women among healt h  service staff, 
suggested t hat equal employment condi tions and pay for women 
should receive special attention in any analysis of health service 
f inancing. 

Sahni: observed that there is a growing trend away 
from single-sector planning and evaluation, with their inherent 
weaknesses, t owards a mult isector ial approach. Several recent 
Indian projects are based on integrated development ,  covering 
agricult ure, nutrition, education, and so on, as well as health 
services. Such an approach goes beyond the narrow health needs 
of the individual t o  t he w ider health and welfare needs of the 
family. 

Deliege: remarqua qu'il y avait eu des ambiguites 
dans les discussions sur le rapport entre l' offre et la demande 
pour les services de sante. Elle proposa que ces amb iguites 
provenaient du fait qu' il faut differencier entre la demande 
initiale, et la demande derivee pour les services de sante. La 
demande init iale provient de l' initiative du patient, qui cherche 
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une consultation, et apparemment, n'a pas de lien avec l'augmenta­
tion de l ' offre. Par contre, la dernande derivee provient du 
medecin, qui, apres la premiere consultation, decidera les 
services dont son patient aura besoin, et c' est ace niveau qu ' on 
trouve un rapport positif entre l ' offre et la demande. 

SUMMARY OF CONCLUSIONS 

In outlining the research priorities identified during the 
conference, Profes sor B. Abel- Smith noted that despite the very 
varied backgrounds of the participants, there was a remarkable  
consensus on virtually all the basic propositions, obj ectives, 
and priorities discus sed, many of which were s ti l l  controversial 
until recently. There was agreement on: the fundamental 
importance of socioeconomic factors in determining health status; 
the need to eliminate waste and improve cost-effectiveness,  
including more downward delegation of tasks; and the principle 
of equal distribution of services in populations.  However, 
before moving on to specific res earch priorities, he cautioned 
that there were important unanswered ques tions about why we have 
not been more active in applying what we know to solve the 
problems and meet the obj ectives on which we seem to agree. The 
priorities identified for research and fol low-up may be grouped 
into s ix areas: 

1. Research into the effects of financing and remuneration 
systems, (particularly the effects of fee-for-service payment 
in developed countries, and the functioning and problems of 
mixed participatory systems in developing countries ) .  

2 .  Improvement of the economic as pects of the data base, and of 
information systems, (including improved international ly 
standardized accounting systems, and col laboration wi th the 
health profes sions to improve effective feedback of suitabl e  
financial data to them for local planning and operational 
decisions). 

3. Cost-effectiveness analysis of health care procedures, new 
technology, and strategies of provision, ranging from medical 
controlled trials of different procedures, to cost-effective­
ness comparisons of different places of care and length s of 
s tay. 
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4. Analysis with and by the health professions for better match­
ing of skills to tasks, to achieve a more rational planned 
supply of various categories of staff, and a more appropriate 
delegation of tasks between them. 

5. Research into the contribution and potential of various 
elements of socioeconomic development in improving health, 
e.g. , analysis of changes in countries who' s health profiles 
have progressed rapidly from developing to more developed 
status. 

6. Analysis of training programmes to support more economically 
and medically rational health service provision, (including 
a critical review of the roles and potential of the various 
health professions as teachers, managers, community leaders 
etc. , and a flexible approach to joint or integrated train­
ing bringing several professio�al groups together) . 

Resume des conclus ions: 

En resumant les priorites de recherches esquissees pendant 
la conference, le professeur B. Abel-Smith a constate qu'en depit 
des origines tres differentes des participants, un accord 
remarquable se degageait sur prat iquement tous les objectifs, 
priorites de base et propositions examines, dont beaucoup 
faisaient encore recemment l ' objet de controverses. L' accord 
s' est fait sur les points suivants: sur l' importance fondamentale 
des facteurs socio-economiques pour determiner la situation 
sanitaire; sur la necessite d' el iminer les gaspillages et  
d' amel iorer les rapports coGt-eff icac ite, y compris par une 
plus grande delegation des riches dans la hierarchie;  et sur 
le principe d'une repart ition ega le des services au sein des 
populations. Toutefois, avant de passer a des priorites de 
recherches specifiques, le professeur Abel-Smith a attire 
l' attention sur le fait que certaines questions importances 
restaient sans reponse, et notamment celle-ci: pourquoi n'avons­
nous pas cherche plus activement a appliquer ce que nous savons 
pour resoudre les problemes et atteindre les objectifs sur 
lesquels nous semblons etre d'accord ? Les priorites fixees 
pour la recherche et la suite des operations peuvent etre 
regroupees en six secteurs: 
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1 .  

2 .  

3 .  

4 .  

5. 

SUMMARY OF CONCLUSIONS 

Les effets des systemes de financement et de remuneration 
(notamment les ef fets du systeme de paiement a l'acte clans 
les pays developpes, ainsi que le fonctionnement et les 
problemes des systemes de participation mixtes clans les pays 
en developpement). 

L'ame lioration des aspects economiques des bases de donnees 
et des systemes d'information (notamment par des systemes 
ameliores de comptabilite normalisee au niveau international, 
et par la collaboration avec les professions de sante leur 
assurant retroinformation ef fective de donnees financieres 
appropriees aux decisions operationnelles et a la planifica­
tion locale) . 

Les analyses cout-efficacite des methodes de soins de sante, 
des technologies nouvelles et des strategies de mise a 
disposition, allant des essais cliniques controles de 
procedures dif f erentes aux comparaisons de cout-efficacite 
des lieux de soins et des durees de sej our. 

L'analyse avec et par les professionnels de la sante en vue 
d'une congruence entre aptitudes et taches, pour parvenir a 

une mise a disposition planifiee plus rationnelle des diverses 
categories de personnel et a une del egation de taches plus 
appropriees. 

La contribution et le potentiel des divers elements de 
developpement socio-economiques pour !'ame lioration de la 
sante, par exemple, !'analyse des changements clans les pays 
dont les profils sanitaires ant evolue rapidement, d'un 
niveau de developpement a un autre niveau . 

6. L ' analyse de programmes de formation destines a favoriser la 
mise en oeuvre de services de sante plus economiques et 
medicalement rationnels (notamment par l'examen critique des 
roles et du potentiel des diverses representants de professions 
medico-sanitaires, tels qu ' enseignants, administrateurs, 
notabilites locales, etc. et par l'approche souple d'une 
formation commune ou integree reunissant plusieurs groupes 
professionnels) . 
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FORMAL CLOSURE 

Gellhorn: closing the proceedings, said that CIOMS 
had already decided that, as a first step in following up the 
conference, edited summaries of the papers and research priorities 
would be sent to each member oganization, with the recommendation 
that their implications for the organization should be discussed 
at its next meeting. Each international organization will also 
be asked to disseminate the summaries to its national members for 
similar action at national level. The full proceedings of the 
conference will also be widely distributed. 

On behalf of CIOMS and the conference participants, 
Dr Gellhorn thanked the speakers, discussants, and moderators for 
their varied and positive contributions. He expressed the 
conference's thanks to the interpreters, and to Mrs Staub, 
Mrs Dubendorfer and Mrs Carballo of the CIOMS secretariat for 
their very efficient support. Finally, he thanked and congrat­
ulated the organizing committee, Mr Griffiths, the programme 
secretary, Dr Bankowski, Executive Secretary of CIOMS, and 
Dr. Kleczkowski and Dr Mach of WHO. 
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