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Executive Summary 

Equity in access to health care is considered to be a priority for the state and a 
social obligation in line with the principles of social justice adopted in most countries. 
Spending on health is usually according to need and not based on economic criteria, 
health being considered to be without price. The commitment to health care by most 
governments was consolidated by the economic growth witnessed during the 1950s and 
which led to the development of health systems worldwide. 

However, an increasingly unfavourable economic environment, characterized by 
the economic recession in the 1980s, and the global political and social changes and 
challenges of recent years have contributed to the erosion of the principles of social 
solidarity and to the changing role of governments in ensuring access to health care. 
Resources for health care have become scarce and the rising costs of health as a result of 
the development of biomedical technology and demographic and epidemiological changes 
can no longer be sustained by most economies, whether developing or industrialized. As a 
result, the economic aspects of health care have captured the interest of policy-makers and 
health professionals and are shaping health sector reforms worldwide. 

Decisions related to production of health care, including allocation of financial 
and physical resources, human resources development policies, health system 
organization and management and coverage by health services, have serious economic 
implications for the health sector and the whole economy. Studies have shown that 
efficiency gains can be obtained by improving resource allocation, by appropriate human 
resources policies and by better health system organization and management. 

Aware of the pressures on health systems, policy-makers have begun to make use 
of economic principles and tools in their endeavours to mobilize the necessary funds for 
health development and to improve health system performance. The design of policies 
and strategies, supported by evidence from strengthened national health information 
systems and epidemiology, and the selection of cost-effective interventions, including 
appropriate biomedical technology and the improvement of managerial processes, 
contribute to improving technical and allocative efficiencies in health systems. The 
development of cost analysis at various levels of health systems helps in improving 
financial planning and represents an essential requirement for cost containment strategies. 

The use of health economics is promoted by WHO in order to help countries 
identify and better manage the economic aspects of health care. In response to the 
economic crisis of the 1980s, which slowed the implementation of health-for-all policies 
and strategies, WHO launched a series of initiatives at global and regional levels aimed at 
generating economic support to health-for-all strategies and at improving the performance 
of health systems. The task force on health economics carried out several studies on the 
impact of economic and financing reforms on health, and particularly on the poor and 
vulnerable segments of the population. Intersectoral studies have also been undertaken to 
study the links between health and development and to illustrate the importance of 
investing in health. Efforts have been made worldwide to train human resources for health 
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in the use of economic principles in health system management, and to develop national 
and regional capabilities in health economics. 

In the Eastern Mediterranean, a regional programme on health economics and 
health care financing has been established and will be implemented using training and 
research institutions in the Region and elsewhere, WHO collaborating centres in health 
policy and management and regional and subregional networks of health professionals. 
The regional programme aims to train health professionals at various levels in the use of 
economic tools and principles, to promote health system research in health economics and 
to improve data collection and analysis through household expenditure and utilization 
surveys and national health accounts. The programme will also support countries in 
assessing the performance of their national health systems and in preparing agendas for 
health sector reforms and will cater for country needs in terms of expertise in health 
economics. 

The development of national and regional capacItIes in the use of economic 
principles in health policy, planning and management will help policy-makers in their 
dialogue with other partners in socioeconomic development, in mobilizing necessary 
resources for health and in demonstrating the important returns of effective investments in 
health. Countries of the Region should support the regional programme and make 
appropriate use of its various components, while promoting the use of health economics 
tools and principles in the training programmes of health professionals. 
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All countries have felt the need at some time in their history to strengthen their 
legitimacy and to build or rebuild the social cohesion needed to develop the nation. In 
order to achieve this important objective, states have concentrated their efforts in the 
second half of the 20th century on the two major producers of solidarity: education and 
health [1J. Thus, health has been considered as a priority for the state and a social 
obligation for all citizens, and this is stated in many constitutions, in both developing and 
industrialized countries. Spending on health is mainly justified by the need to strengthen 
social justice and is achieved through transfer mechanisms and public subsidies with no 
limits other than those imposed by the level of public resources. However, such spending 
for social solidarity has progressed at a pace which has been difficult to sustain by most 
national economies. Resources allocated to health were not often based on economic 
criteria, such as the level of unemployment or the rate of economic growth, because 
health is considered to be without price. 

Such commitment to health care by states was consolidated by the economic 
growth witnessed during the 1950s which led to the development of health systems 
worldwide. However, the global changes and challenges which have taken place during 
the final decades of the century-the economic recession in the 1980s, the trend of 
neoliberalism, the epidemiological and demographic transitions, the use of sophisticated 
and costly technology and the emergence and re-emergence of diseases-have contributed 
to erosion of the principle of social solidarity and to a revisiting of the role of the state in 
providing free or subsidized health care [lJ. The economic dimensions of health care 
have risen up the agenda of policy-makers and health professionals and have contributed 
to a certain extent to shaping health sector reform initiatives in many countries. 

Faced with this crisis in health systems, policy-makers began to focus on the use 
of economic principles in health care, with a view to mobilizing necessary funds, 
achieving better performance and making the best use of the scarce resources allocated to 
health. Using the economic rationale, decision-makers in the health sector have been 
gradually liberated from the standards of measurement set by clinicians, which were 
based solely on medical criteria. Health decisions have become part of a global 
framework that includes sociocultural and economic environments, constraints, needs and 
objectives. Criteria for effectiveness and performance now guide decision-making 
processes in health systems. 

As the power of clinicians to select diagnostic procedures and treatment protocols 
and of patients to select their care providers is eroded, general practitioners are 
increasingly performing the role of first entry point into the health system. Another 
consequence of these economic pressures is that people are now calling for a degree of 
rationing in countries where spending as a percentage of gross domestic product in health 
is high [2J. Economists, who used to playa marginal role in health care management, are 
now becoming key players in health systems. Their growing role is facilitated by 
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macroeconomic changes, by the influence of neo-Keynesian economic theories which call 
for the regulatory role for governments to be strengthened, by the current slow economic 
growth which is reducing government participation in health care financing, and by a 
general tendency to resist increasing taxation. 

The entry of economists into the field of health is also promoted by the Bretton 
Woods Institutions at international level. An agenda for reforms [3], officially declared by 
the World Bank in 1987, called for greater financial contribution from users of health 
services and insurance funds, for a larger role for the private sector in services delivery 
and for improved decentralization. The approaches to economic development used by 
international funding agencies and the implementation of the World Bank agenda for 
reforms in the health sector have played a major role in promoting economists to the role 
of referee in orienting health and other policies, particularly in low and middle income 
countries. 

In many low income countries, the decisions concerning health systems have, in 
recent years, been dominated by an economic perspective, inspired by macroeconomic 
approaches rather than health sector concerns and aimed at optimizing health resources. 
Decisions related to appropriate modalities for health care financing have been influenced 
by institutions concerned mainly with reducing budget deficits and other market 
distortions. Countries undergoing structural adjustment programmes have sometimes 
adopted general financial orientations which were not in line with health objectives. 

The use of health economics is promoted by WHO and other international 
organizations in health systems and in training and research institutions. The use of 
economic tools helps in making better decisions regarding the allocation of resources for 
health development and in addressing the issue of equity in access to health care. The 
increase in emphasis on the economic aspects of health care was also fostered by the need 
to demonstrate that health is a productive sector, which should be integrated into global 
social and economic development as a whole. Studies carried out by WHO on 
intersectoral linkages have clearly shown the contribution of health to socioeconomic 
development, through reduced absenteeism, a healthy workforce and the freeing of land 
as a result of disease control and its conversion to economic production [4]. The World 
Bank's The world development report 1993: Investing in health [5] carried a clear 
message to policy-makers-that the health sector can contribute to the overall economic 
development provided that it focuses on cost-effective interventions. 

Health economics, which represents the synthesis between economics and health 
systems, contributes to a necessary compromise between better care and rational spending 
on health [l]. By highlighting the cost and the implications of health care, health 
economists stress the economic aspects of health care and this need to integrate health 
systems into socioeconomic development. At the same time it should remain clear that 
the introduction of health economics into important decisions related to health care is not 
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intended only for the purpose of making savings and imposing budgetary cuts which are 
not compatible with health ethics. 

This paper identifies the economic aspects of health care, including human and 
financial resources, organization and management of the health system, outputs and 
outcomes. It highlights the implications of the economic aspects of health care for health 
sector reforms and stresses the use of economic tools to generate necessary resources for 
the health system and to improve health system performance. Specific attention is paid to 
WHO's efforts to help countries in dealing with the economic dimensions of health care 
at global and regional levels. A set of recommendations for both countries and WHO is 
presented in conclusion. 

Summary points 

* Health is a priority for the state and a social obligation for all citizens 

* For a long time health spending was not based on economic criteria 

* Health has no price ... However, it has an increasing cost which is causing 
concern to individuals and societies 

* The global changes and challenges have brought the economic aspects of 
health care to the forefront of social and political debate 

* The economic aspects of health care shape most health sector reform 
initiatives and economists play an important role in health policy analysis and 
formulation 

* Health economics and the use of economic principles in health care policy, 
planning and management help in priority setting and in improving health 
system performance 
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2. ECONOMIC ASPECTS OF HEALTH CARE 

2.1 Model for a health system 

The most accepted model for a health system (Figure I) comprises the main inputs 
used by the health system, processed to generate outputs in terms of services aimed at 
health protection and promotion, at curing people from diseases and at rehabilitation. The 
use of health services (outputs) leads to outcomes on morbidity, mortality and quality of 
life, which will determine the future health needs of a particular society. the health 
system will adapt its production of health care according to the prevailing sociocultural 
values and to the resources available for health development. 

Figure 1. Health system model 

Health system 
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2.2 Economic aspects of health system inputs 

2.1.1 Financing afhealth care 

The financial and human resources devoted to health represent an important input 
to the system and contribute to determining the level of production of health care. 
Globally, the main sources of financing for health services are: government, third party 
payers through social or private health insurance, households and international aid and 
charities. The resources devoted to health care are generated through national income and 
taxation, contribution to insurance funds and out-of-pocket payments. In analysing the 
trends in health care financing from public resources, it is found that in wealthier 
countries, an important share of total health expenditures comes from public funds. This 
situation is partly explained by the high coverage by social health insurance in industrial 
economies and by the level of taxation used for cross subsidy in the social field, including 
health, education and social welfare. 

In many developing countries, public resources allocated for health development 
shrank as a consequence of budgetary reductions and structural adjustment policies. Cost
sharing in health systems was promoted, leading to a decrease in the use of publicly 
provided services, particularly for the poor and vulnerable segments of the population. 
Reforms in health care financing, while mobilizing limited additional resources, have had 
negative impacts on the health status of populations. 

The implementation of structural adjustment policies and programmes has led to 
cuts in public spending on health, particularly in developing and indebted countries. In 
some sub-Saharan African countries, the implementation of user fees led to reductions in 
accessibility to basic health services. In Nigeria [6], it was found that user fees introduced 
in maternity hospitals contributed to a three-fold increase in complicated deliveries 
between 1983 and 1988 in one teaching hospital and to a 56% increase in maternal 
mortality. This result was explained by lower levels of prenatal care and early discharge 
of new mothers because of inability to pay fees. 

In Mexico, the sharp decrease in the Ministry of Health budget from 4.7% of the 
total government budget in 1980 to 2.7% in 1989, and the concomitant decrease in 
insurance coverage because of unemployment (15 million or 13% of the population left 
without jobs) and inability of poor patients to afford private care, resulted in a net 
increase in malnutrition, which was responsible for 12% of deaths of children under 
5 years and indirectly responsible for 6% of all deaths. 

Funding through third party payers (social and private insurance) is also 
increasing worldwide and is considered to be among the contributing factors to cost 
escalation in industrialized countries because of the abuse of services that are subsidized 
or perceived to be free at the point of delivery. 
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Table 1. Budgetary resources indicators in the Eastern Mediterranean Region 
Country Area Population Allocated MOH National 

toMOH expenditure health 
from total as % of expenditure 

Total Urban government GNP as % of GNP 
budget 

(sg. km) (000) (%) Y (%) Y (%) Y (%) Y 
Afghanistan 652225 20452 25 96 
Bahrain 707 620 89 97 9.2 97 3.4 96 4.5 95 
Cyprus 9251 855 69 97 6.0 95 1.9 95 4.8 95 
Djibouti 23000 670 76 97 4.3 96 7.5 95 
Egypt 1001450 61 880 47 98 2.2 96 LOb 96 4.2 95 
Iran, Islamic 1648000 61 505 61 98 8.3 97 3.0 97 4.5 97 

Republic of 
Iraq 435052 21847 71 97 
Jordan 91 100 4732 80 98 5.6 97 2.6 97 7.5 97 
Kuwait 17818 I 809 100 97 6.9 96 2.5 96 
Lebanon 10 452 3700 85 97 4.9 97 LOb 97 8.5b 96 
Libyan Arab I 775500 4664 85 97 6.0 96 

Jamahiriya 
Morocco 710850 27775 53 98 4.5 97 1.I 95 4.0 97 
Oman 309 500 2302 74 98 5.6 97 0.9 95 3.2 93 
Pakistan 796095 139020 32 98 5.0 96 0.7 97 6.6 96 
Palestine 6 162 2893 46 98 10.7 97 2.3 96 8.0 96 
Qatar 11427 693 100 96 5.3 96 2.4b 96 2.5b 96 
Saudi Arabia 2 149700 18855 80 97 5.9 99 3.0 90 8.0 90 
Somalia 637657 6602 26 96 1.5 90 
Sudan 2506000 30326' 33 99 4.8 90 1.0 92 
Syrian Arab 185180 15597 50 98 3.9 95 1.5 95 

Republic 
Tunisia 154530 9333 61 98 9.6 96 2.3 97 5.4 97 
United Arab 83600 2624 79 97 7.7 97 4.5 94 9.0 90 
Emirates 

Yemen, Re~ublic of 555000 16333 24 97 4.6 96 1.6 94 4.6 95 
Y - reference year for data provided GNP - gross national product MOH - Ministry of Health 
... Data not available a Estimate bAs % of gross domestic product 

National Annual budget National 
health ofMOH expenditure 

expenditure (per capita) on health 
devoted to (per capita) 

local health care 
(%) Y (US$) Y (US$) Y 

22 96 210 96 309 95 
250 95 685 95 

60 93 15 96 
64 96 10 96 55 96 
47 97 65 97 

40 97 115 97 
21 95 422 96 

46 97 310 96 
40 96 124 97 

23 93 I3 95 
73 94 147 97 
59 96 4 96 31 96 

37 96 126 96 
44 96 309 96 319 96 

107 96 

50 95 3 90 
19 96 

30 92 47 94 123 97 
148 97 311 94 

17 95 4 96 
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Social health insurance through compulsory enrolment is considered by many policy
makers in developing countries as being among the best alternatives for generating 
additional resources for the health system while protecting equity and is, therefore, high 
on the agenda of health sector reforms. 

The burden of paying privately and out of pocket for health care services has risen 
in most countries. In developing countries, the general trend in health care financing 
shows a decreasing role for government expenditure while household out-of-pocket 
expenditure on health is on the increase. This raises concerns with regard to equity in 
access to health care. 

The amount of resources spent on health varies between countries and is usually 
correlated with wealth. Industrialized countries spend more on health than developing 
countries and economists have been keen to assess what might constitute optimal 
spending on health. However, they have not reached a convincing conclusion since many 
factors intervene in allocating resources for health. In developing countries it is difficult 
to get a measure of the real resources devoted to health as separate line items in the 
national income accounts are not easy to obtain. However, WHO has set 5% of GOP as 
the minimum amount needed to implement health for all strategies. Many countries, 
including the least developed countries, of the Eastern Mediterranean Region have not yet 
reached the target of 5% and need to generate resources for underfunded health systems 
(see Table I). 

Roughly one-seventh of least developed countries spend less than I % of their 
gross domestic product (GOP) on health and almost half spend between 1 % and 3%. In 
many least developed countries in Africa per capita health expenditure does not exceed 
US$ 2. In developing countries in general, almost half spend between I % and 3%, just 
over one-third spend from 3% to 5% and the remainder spend over 5%. In industrialized 
market economies, health expenditure ranges from 4.6% of gross national product (GNP) 
to 13% [7]. 

Globally speaking, the levels of real resources required to maintain the health 
gains achieved or to improve them further have increased dramatically. This increase is 
explained by growing population expectations, the spread and development of biomedical 
technology, ageing populations and by the emergence of new diseases. 

Slow or declining economic growth, reductions in real income per head, 
reductions in public spending and impact of structural adjustment policies and 
programmes all place enormous pressures on the health sector, particularly in the least 
developed and developing countries. 
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2.1.2 Role of the private sector in service delivery andfinancing 

In most countries, the private sector plays a growing role in both the financing and 
delivery of health care, and constitutes an important and necessary partner for health 
development. 

The global changes related to the move towards decentralization and greater 
community participation and towards a market economy have also contributed to the 
promotion of privatization in health systems, while the role of government has become 
mainly of a regulatory nature. The household expenditures and utilization surveys carried 
out in many developing countries show that the share of private providers in health 
services delivery is growing and outpacing the public providers, particularly for outpatient 
services. Household contribution to health expenditures is also on the increase through 
direct out-of-pocket payment for privately provided care or through community financing 
or other cost-sharing schemes. 

In many developing countries, the shift towards private providers is partly 
explained by the low quality of services delivered by underfunded public facilities as well 
as by the aggressive policies of active privatization. The development of the private sector 
has usually not been planned to meet national health goals and to supplement the public 
sector. This has led, in many cases, to duplication of investments and services which has 
contributed to inefficiencies and to cost escalation in health systems. Moreover, the 
unplanned growth of the private sector has negative implications with regard to equity in 
access to health care and to quality of services as ministries of health in many developing 
countries are not well equipped to play an active role in standard setting and in managing 
the public-private mix. Private health facilities are usually established in urban areas 
which contributes to a widening of the gap between rural and urban citizens with respect 
to health care. The importance of developing regulatory functions within ministries of 
health is considered to be among the prerequisites to success in implementation of health 
sector reforms. 

The growth of the private sector has also been accompanied in most countries by 
the development and strengthening of professional associations and unions, which play an 
important role in policy analysis and formulation and in all social and political debates 
related to the health sector. 

The growing role of the private sector in services delivery has had impact on 
human resources development also as many private institutions have become involved in 
the training of health professionals, which was formerly, at least for developing countries, 
solely the responsibility of ministries of health and higher education. This development, 
in addition to its consequences for quality of health care, will undoubtedly complicate 
matters with regard to already ineffective human resources policies. 
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2.1.3 Human resources for health 

Human resources consume between 60% and 80% of the resources devoted to 
health care, yet many health systems still pay only limited attention to the importance of 
human resources policies. In most countries, important efforts have been made in recent 
years to produce a workforce that would better match the rapid expansion of health 
systems, both in terms of quality and of quantity. In developing countries, the past two 
decades have witnessed the implementation of human resource development policies, 
which have led to the production, and even export, of large numbers of health 
professionals. 

Human resources development experts in ministries of health are mainly 
concerned with the production and distribution of staff, leaving the higher profile policy 
development issues to more senior colleagues and to influential politicians. This has led 
to a separation between broader health policies and the more specific human resource 
interventions required to implement them. 

In many countries, the situation with regard to human resources for health is 
characterized by a lack of balance between the various professions, by discrepancies 
between and within regions with respect to the availability of health professionals and by 
low levels of performance. Such a situation has a negative impact, not only on health 
systems by not producing the optimal level of human resources, but also on the whole 
economy by wasting scarce financial resources which could have been used by other 
development sectors. 

It is important to move away from the usual rhetoric-that human resources are 
the most valuable component of health systems-to the reality-that the workforce in 
many developing countries is underpaid, poorly motivated and increasingly dissatisfied. 

2.3 Economic aspects of health system organization and management 

2.3.1 Planning and management of health systems 

In many developing countries, the policy development and strategic planning 
functions are weak. This has resulted in a lack of clear policy and strategic orientations 
and in incapacity to translate political commitment, such as to health for all or an 
essential drugs list, into concrete plans and programmes. Priorities in health systems are 
not set according to needs or using economic criteria, such as cost-effectiveness analysis. 
In developing countries, the weaknesses of national health information systems, the 
limited use of epidemiology to assess the national burden of disease, the fragmented 
nature of data on expenditures and costs and the limited levels of community 
involvement, represent important constraints on improving priority setting in health 
systems. 



EMlRC46fTech.Disc.l1 
page 10 

The lack of good management in health systems has a negative impact on health 
system efficiency and can contribute to wastage. International comparisons of health 
systems have shown that administrative costs as a percentage of total costs vary by 
country and financing schemes and appear, at first glance, to represent wasteful and 
inefficient use of resources. One study in the USA found that in 1987, national health care 
administration cost between US$ 96.8 billion and US$ 120.4 billion (US$ 400-US$ 497 
per capita), equivalent to 19.3%-24.1% of total health care spending. When countries 
were compared, it was found that administrative costs in the USA were 60% higher than 
in Canada and 27% higher than in the UK. The researchers concluded that if the United 
States health system could adopt the same level of administrative costs as Canada 
(US$ 117-US$ 156 per capita), the amount of savings in 1987 would amount to between 
US$ 69 billion and US$ 83.2 billion. Reforms proposed in order to decrease 
administrative costs include single payer insurance systems, use of technological 
advances in information systems, introduction of regulatory reforms and increasing 
integration in health systems. 

2.3.2 Resource allocation in health systems 

Resources allocated to health systems are often not properly used, leading to 
administrative and technical inefficiencies and to inequities in access to health care. In the 
1993 World Development Report [5], several examples were given of the misallocation 
of public resources, particularly in developing countries, through spending on health 
interventions with low cost-effectiveness while highly cost-effective programmes, such 
as health protection and promotion, were underfunded. 

Despite the evidence of numerous studies showing that primary health care 
strategies are cost-effective and lead to improved equity, more resources are allocated to 
curative and hospital-oriented interventions in many countries. In most developing 
countries, hospitals and curative care consume the largest share of public budgets. The 
monitoring and evaluation exercises of health-for-all strategies [8] showed that only half 
of the least developed countries devote between 20% and 50% of national health 
expenditure to local health care. A few allocate less than 20% to the local level, as low as 
1.3% in one case. However, one-third devote over 50% of expenditure to primary health 
care at a local level, catering to a predominantly rural population. In the Eastern 
Mediterranean Region there is an increasing trend to spend on the local level in many 
countries, even though more is still spent on hospitals and curative care. 

Very often, resource allocation in the health sector is driven not by economic 
rationality, but by other considerations, such as the desire for visibility and the influence 
of political and social groups. The allocation of resources for health development should 
be determined by national health policies and strategies, approaches to priority setting and 
the managerial process in general. Ineffective health system management and 
inappropriate selection of medical procedures often lead to wastage. 



EMlRC46rrech.Disc.l1 
page 11 

A survey carried out in Mali on alternative health care financing schemes revealed 
that 40% of actual expenditures on health could be saved through improved drug policy 
and management [9). In Malawi, a study showed that 44% of the non-personnel recurrent 
budget of the principal hospital in the country could be saved through improving 
management [10). Surveys in the Latin American and Caribbean region have 
conservatively estimated the average waste of health resources to be 40% of total 
expenditures, i.e. US$ 10 billion every year. 

In one major industrialized economy, half of recent cost increases have been 
attributed to basic mismanagement. In the USA, it is estimated that 6%--40% of hospital 
admissions, or 20% of bed days, could be avoided, and total waste resulting from 
mismanagement, inefficiencies and unnecessary medical procedures is estimated to reach 
US$ 20 billion a year [J 1). 

2.3.3 Decentralization of health system management 

Many reform efforts focus on decentralization of the managerial process to 
provincial and district levels, with better involvement of users and communities in 
priority setting and in managing health resources. Such changes are mainly illustrated by 
the development of district health systems and by the incremental approach to hospital 
autonomy in publicly owned facilities, through simplification of procedures for personnel 
and financial management and creation of hospital boards involving stakeholders and 
community representatives. Decentralization improves transparency and therefore 
accountability in management and leads to cost savings. The strengthening of 
decentralization is often accompanied by the development of new functions at central 
level, including policy analysis and formulation, strategic planning and management 
coordination and regulation and programme evaluation [12). 

2.3.4 Selection of appropriate biomedical technology 

The selection of technology has .an important impact on health system 
performance and on the cost of health care provided to the population. Studies in the USA 
have shown that biomedical technology was responsible for 25%--40% of cost increases 
in recent years, highlighting the importance of technology assessment and selection in 
cost containment policies. In developing countries, faced with shrinking resources 
devoted to health care and lacking self-sufficiency in maintenance and repair of 
biomedical equipment, the selection of appropriate and affordable technology is high on 
the list of priorities of policy-makers and reformers. In many WHO regions including the 
Eastern Mediterranean Region, efforts are being made to design strategies for selecting 
and assessing biomedical technology [13]. 
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2.3.5 Promotion of alternatives to hospital admission 

As hospital costs consume a large share of health expenditures worldwide, efforts 
related to cost containment focus on improving the performance of hospital production of 
health care through reducing unnecessary admissions and stays and improving the referral 
system. The development of day care and day surgery constitutes an important feature in 
the reorganization of health services delivery and is gaining momentum in both 
industrialzed and developing countries. The promotion of alternatives to hospitalization 
has resulted also from pressure from third party payers, including insurance funds and 
managed care organizations (health management organizations) in industrial economies. 

Improvement in hospital performance has to be thought of in the context of the 
role of the hospital within the overall health system and its interaction with other service 
providers. In this respect, efforts are being made to: 

• promote screening and preventive programmes to decrease the number of complicated 
cases which need more hospital care; 

• improve referral systems by ensuring clear terms of reference for the various levels of 
hospital care 

• develop standardized protocols for treatment, with quality assurance measures 
incorporated 

• use diagnostic-related groups for hospital reimbursement in order to limit hospital 
costs for patients and insurers 

• develop norms and standards for quality care. 

2.3.6 Promotion of quality assurance 

The global changes of recent years, including those in information technology 
development, have contributed to rising awareness about the qualitative aspects of health 
care, both among health professionals and the general public. The past decade has also 
witnessed a wave of interest in quality health care through development of national, 
regional and international standards and procedures to assess and monitor quality in 
health systems. International organizations, such as WHO, have helped countries and 
regions to develop quality assurance programmes in the various fields of health care. 
Quality assurance initiatives are usually linked to reforms aimed at improving the 
efficiency of health systems, at increasing the effectiveness of health interventions and at 
maximizing the value of money invested in health development. However, standards 
setting remains a relatively weak function in health systems in developing countries. 

2.3.7 Development and strengthening of cost analysis 

In many developing countries, including countries of the Eastern Mediterranean 
Region, data on the costs of health care are often fragmented and cannot be used to help 
in designing reforms aimed at improving health system performance. 
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The development of cost analysis in health facilities helps to improve planning 
and management of health systems and to promote cost consciousness. Indeed, 
comparisons between cost centres of similar institutions are used to measure efficiency 
gains and wastage, and are shown to be very effective in inducing behavioural change in 
health service providers. The implementation of cost analysis in health delivery 
organizations helps to better identify the main cost centres and to design appropriate cost 
control and cost containment strategies. 

2.4 Economic aspects of health system coverage: outputs 

The production of health services is determined by the policies and strategies set 
and by the human and financial resources allocated to the health sector. 

Planners of health services delivery are mainly concerned with the needs of the 
target population as defined by their epidemiological profile, with a particular focus on 
vulnerable social groups, such as children, the elderly, the poor and the handicapped, and 
on certain preventive, promotive and rehabilitative programmes. They are also concerned 
with two aspects of health care outputs--equity with respect to access to quality health 
care, and the cost of the services produced. 

Equity in health is operationally defined as "minimizing avoidable disparities in 
health and its determinants, including, but not limited to, health care between groups of 
people who have different levels of underlying social advantages which are reflected by 
socioeconomic, geographic, gender, ethnic and age difference" [14]. 

Indicators regarding the use of health services by various socioeconomic groups, 
according to gender, region and age have been developed to monitor and assess equity in 
health systems. Information on time trends is also needed to show how each subgroup is 
doing over time with respect to its absolute levels of health care. 

In the face of increasing market orientation and globalization, with privatization 
and public sector disengagement, most countries are finding it difficult to implement and 
sustain equitable policies. WHO is taking the lead in working to move the reduction of 
social disparities in health higher up the list of priorities of national and international 
organizations. 

With regard to the costs of health care, efforts are being made to control and 
contain them through: 

• selection of cost -effecti ve interventions 
• strengthening of health protection and promotion 
• sensitization of both professionals and users to the importance of cost consciousness 
• promotion of incentives for rational use of health care 
• appropriate use of biomedical technology. 
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2.5 Economic aspects of health system outcomes 

Health care, as one of the determinants of health, has an impact on health status as 
shown in changes in morbidity and mortality indicators and in quality of life. 
Improvement of the health status of the population also has well established positive 
consequences for economic growth, at both the microeconomic and macroeconomic 
levels. The most direct effect of improved health is increase in productivity and reduction 
in absenteeism [15]. Poor health, in the form of disability, has negative consequences for 
labour productivity, and reduces income by as much as 12%, according to some studies. 
This is a particularly important factor in developing countries, where a significant 
proportion of the workforce is involved in agriculture and other forms of manual labour. 
Malnutrition during childhood can have long-lasting effects on human capacity. 

It is also well established that health improvements have greatest effect on the 
most vulnerable segments of the population-the poorest and the least educated. 
Improvements in survival rates and life expectancy have both direct and indirect effects 
on a country's economic growth. As life expectancy increases, individuals tend to save 
more in order to ensure their ability to consume after retirement; this increases the levels 
of investment in the country. Similarly, improvements in survival rates increase the return 
on investment in human capital, such as education. Increased investment in education 
also increases per capita GDP growth. The effect of health on education can also be 
measured, through levels of school participation and learning rates. 

Health improvements can also indirectly promote economic growth through their 
impact on demography. Improvements in child survival rates provide a catalyst for 
demographic transition. As mortality and fertility rates fall, the resultant changes in the 
age structure eventually lead to a temporary drop in the dependency rates. 

The effects of health on economic performance can also be evaluated in terms of 
the costs of ill health to individuals and to societies [15]. Diseases such as malaria and 
HIV / AIDS have important direct costs and also significant indirect costs that arise from 
absenteeism caused by morbidity, reduced human capital through loss of school days and 
reduction in school performance, and reduction in the efficiency of land use. Moreover, 
the prevalence of endemic diseases can negatively affect foreign investment and can 
prevent the development of a suitable environment for economic growth. The prevention 
and control of such diseases can play an important role in economic development. 
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Summary points 

* Human and financial resources represent the main determinants of health 
care production 

* Spending on health care as a percentage of GOP is correlated with wealth 

* In developing economies, the trend in health care financing is towards shifting 
the burden to households and communities, which raises concerns for equity 

* Social health insurance is high on the agenda of most health sector reforms, 
particularly in developing countries 

* Human resources consume between 60% and 80% of the resources devoted 
to health, yet many health systems pay limited attention to developing human 
resources policies 

* The maldistribution of human resources contributes to increasing inequity in 
access to health care 

* The private sector is playing a growing role in both financing and delivery of 
health care 

* Many developing countries lack clear policies, well functioning managerial 
processes and appropriate approaches to priority setting 

* Most resources are devoted to curative and hospital care 

* Mismanagement, selection of non-cost-effective interventions and adoption of 
inappropriate technology contribute to wastage in health systems 

* Alternatives for hospital admissions, such as day care and day surgery, are 
promoted as cost containment procedures 

* There is a need to monitor equity in health care coverage 

* Health care contributes to economic development-another good reason to 
invest in health 
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3. ECONOMIC ASPECTS OF HEALTH CARE: IMPLICATIONS FOR 
HEALTH SECTOR REFORMS 

3.1 General 

As a result of the changing economic environment, which has put a strain on the 
health sector in recent decades, particularly in developing economies, policy-makers and 
reformers have paid increasing attention to the economic aspects of health care. 
Researchers focus on studying the financial and economic implications of health services 
delivery, with the aim of addressing trends in health care financing, identifying potential 
inefficiencies and exploring ways and means of improving health system performance. 
Reforms are now being planned and implemented in line with the generally agreed upon 
definition of health sector reform as "a process aimed at introducing substantive changes 
into the different agencies of the health sector and the roles they perform, with a view to 
increasing equity in benefits, efficiency in management, and effectiveness in satisfying 
the health needs of the population. This process is dynamic, complex, and takes place 
within a given time frame and is based on conditions that make it necessary and 
workable" [16]. 

3.2 Reform of health care financing 

In many countries, reform of health care financing represents the main component 
of the reform initiatives implemented in the last two decades. In low and middle-income 
countries, reforms aim at generating additional resources to the health sector through user 
charges, risk sharing and extension of health insurance. The shift of health care financing 
from government to the household is a common feature in developing countries. Reforms 
are also meant to minimize abuse of free and subsidized health care, to reduce waste in 
health systems and to improve equity in access to health care. Many reform efforts in 
developing countries focus on developing and strengthening social health insurance, 
which is perceived as a more equitable form of health care financing. 

In industrialized economies with extensive and near universal insurance coverage, 
reforms aim to reduce distortions created by the abuse of services provided by insurance 
funds which are perceived as free at the time of use (termed "moral hazard") and by 
insurance schemes trying to avoid risks (termed "adverse selection"), and to contain cost. 
Cost containment is considered to be one of the driving forces behind health sector 
reform in industrialized countries. The emergence and development of managed care is 
one of the consequences of these reform efforts and has led to a curbing of cost escalation 
where it has been instituted. 

3.3 Improvement of human resources for health 

Health care reform in human resources development means that the traditional 
emphasis on production and distribution of staff should be matched by efforts to attune 
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health staff to more responsive and user-oriented health services. Such an approach 
cannot be achieved unless human resources development becomes integrated within the 
policy and planning processes. The often observed practices of separating human resource 
development from broader policy changes, and of housing personnel units away from 
where strategic planning takes place in ministries, need to be abandoned. 

Reform has the following objectives: 

• to reduce costs and increase efficiency through development of appropriate staff 
mixes and skill mixes, development of clear career paths, more flexible employment 
arrangements, an adequate reward system and provision of training programmes; 

• to improve equity in the distribution of staff by linking planning of facilities with 
planning for human resources, and by adopting incentives for health professionals 
working in rural and remote areas. 

3.4 Improving health system organization and management 

Improving management at the various levels of the health system helps to improve 
use of existing resources and to reduce or prevent wastage. Equipped with clear policy 
objectives, decision-makers in health target priority areas using the most cost-effective 
strategies. The use of epidemiological data to assess the burden of diseases in terms of 
disability-adjusted life years (DALYs) and cost-effectiveness analysis of interventions 
represent an important contribution to the improvement of priority setting and planning in 
the health sector [17]. 

The promotion by the WHO and World Bank of quantitative techniques using 
DAL YS and cost-effectiveness analysis in setting priorities has generated interest in the 
use of evidence-based policies and strategies in the health sector. Many countries, 
including some in the Eastern Mediterranean Region, have initiated training of human 
resources at the various levels of the health system in epidemiology, in the use of 
economic principles in health policy and management and in cost analysis in health 
facilities. Strategic management is promoted in many health systems as part of the sector 
reform package through training of human resources and development of technical 
expertise. The introduction of modern management techniques supported by management 
information systems and the use of necessary tools, such as cost analysis in health 
facilities and financial planning, are common features of the reform initiatives. 

It goes without saying that decentralization in management, with devolution of 
some responsibilities to facilities and sub-national levels, will gain momentum in the 
coming years. However, the move towards decentralization has raised fears. For example, 
some decentralization efforts, such as the granting of financial autonomy to publicly 
owned hospitals, are equated with privatization. Studies on hospital autonomy, carried out 
in several developing countries, led to the following observations [18]: 

• hospital autonomy is not an end in itself and should be politically acceptable and well 
planned 
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• it may be inappropriate to copy procedures used in the private sector 
• the implementation of hospital autonomy is a political and technical exercise 
• the main criteria for assessing hospital autonomy are equity, quality and population 

satisfaction 
• the improvement of managerial procedures is the main objective of autonomy 
• strong leadership and motivation are important ingredients for the success of hospital 

autonomy 

As the private sector represents an important partner in health services delivery, 
efforts should be made to train private health professionals in management techniques 
and to raise their awareness about cost containment. 

3.5 Improving equity in access to health care 

The improvement of equity with respect to access to health care is considered to 
be one of the most important functions of health systems. Equity in the various 
components of the health system should be the concern of policy-makers, i.e. at the points 
of input, process, output and outcome. 

Equity in health care financing is an important issue in health sector reform, in 
both developing and developed countries. Financial barriers to health care are ethically, 
politically and socially unacceptable and efforts should be made by governments to 
protect access to health care particularly for the poor and underserved segments of the 
population. Universal access through taxation is considered the most equitable means of 
health care financing, followed by social health insurance and other cost and risk-sharing 
mechanisms. Indicators for monitoring equity should be set as part of health sector 
reforms, including criteria for geographic access and access according to gender and 
social class. 

The protection of equity should remain a concern for decision-makers and 
managers in trying to set the appropriate public-private mix of human resources and in 
ensuring equitable geographic distribution of private providers throughout the country. 

In setting priorities for national health development, decision-makers should 
protect equity in the provision of health care to some specific segments of the population, 
such as children, the elderly and the handicapped. Equity in coverage by health services is 
monitored through morbidity and mortality indicators. 

3.6 Improving health system performance 

Improvement in health system performance is assessed through the degree of 
attainment of goals and objectives, through increased efficiency and through reduction of 
misuse of resources. Monitoring and evaluation of health policies, plans and programmes 
help in the implementation of planned activities and in making adjustments if deemed 
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necessary. Evaluation exercises are usually carried out prior to the planning cycles and are 
useful in assessing future directions for health systems. The selection of cost-effective 
strategies, supported by evidence, and reduction of input costs (e.g. rational use of drugs, 
adoption of appropriate technology, rational use of human resources) all contribute to 
improving health system performance. 

3.7 Increasing population satisfaction 

Population satisfaction with health care delivery is usually estimated by subjective 
means, such as complaints in the media regarding malpractice and other weaknesses, and 
through population surveys. The increased awareness regarding the need for quality 
health care is another of the driving forces behind health sector reform. As a consequence, 
the past two decades have witnessed growing interest in the development and 
implementation of quality assurance programmes in the various fields of service delivery. 
Norms and standards have been developed for quality health care and regulatory 
mechanisms established to help in implementing procedures. 

Summary points 

* In developing economies, health care financing reforms aim at generating 
additional resources for health through cost-sharing and risk-sharing 
mechanisms 

* In industrial economies, health care financing relorms focus on cost control 
and cost containment 

* Equity represents the main concern in implementing health care financing 
reforms in both developing and industrial economies 

* Reforms in human resources development should focus on reducing costs 
and improving staff performance 

* There is a growing interest in the use of epidemiology and in cost-effective 
techniques to assist in priority setting and management 
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4. CONTRIBUTION OF WHO TO THE IDENTIFICATION AND 
MANAGEMENT OF THE ECONOMIC ASPECTS OF HEALTH CARE 

4.1 Increasing awareness about the economic aspects of health care 

Since its inception in 1948, WHO has stated the importance of the economic 
aspects of health care and of the intersectoral linkages between health and social and 
economic development. In its normative and technical cooperative functions, WHO 
strives to help countries and the international community to better assess the economic 
aspects of health care and to design appropriate reforms. Case studies carried out by 
WHO in some developing and industrialized countries on intersectoral linkages have 
demonstrated the importance of socioeconomic development in positively or adversely 
affecting health status [19]. 

The international conference on primary health care, held in Alma Ata in 1978, 
called for a new approach to health and health care in order to achieve a more equitable 
distribution of health resources and to reduce the gap between health "haves" and "have 
nots". The emphasis on social equity, the high priority given to prevention and protection 
and the use of appropriate technology, make the primary health care approach 
economically sound. The conference also recognized that the implementation of the 
global strategy for health for all would mean generating and mobilizing all possible 
resources, and, in the first instance, making the most efficient use of existing resources
both within and among countries. 

Economic support for health for all [20] would further require careful review of 
resource requirements for providing primary health care, cost-benefit analysis of health 
programmes; review of the effectiveness of different technologies and the different ways 
of organizing the health systems in relation to the cost, estimation of the investment 
needed to finance national strategies up to the year 2000 and scrutiny of alternative 
financing measures. 

The implementation of health-for-all strategies was hampered by the unfavourable 
economic environment; economic recession since the 1980s has led to a decline in living 
standards and increased poverty levels in many countries. The deepening foreign debt 
situation has had a dramatic effect in a large number of developing countries, often 
leading to economic policies that have had negative repercussions on social and health 
development. 

At a time of growing expectations with regard to quality health care through 
implementation of health-for-all strategies, the health budgets in many countries have 
been reduced and this has affected the provision of essential health care, particularly for 
underserved population groups. Developing countries are confronted with the need to 
mobilize additional resources to implement health-for-all strategies and to contain the 
rising costs of health care. 
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Only a few countries appear to have the motivation and the technical capability to 
implement the strategic actions required to expand economic support for health for all. 
Very few countries have estimated the resources needed for their health-for-all strategies 
and very few initiatives have been undertaken to mobilize internal resources for health. 
The role of the private sector and social security in the implementation of health for all 
has not been fully defined and explored. Inefficient use of existing resources persists and 
very limited actions to reduce waste and to improve cost-effectiveness have been 
implemented. Moreover, the health sector remains a "weak partner" in influencing 
socioeconomic development policies or in mobilizing effective support from other related 
sectors for health activities. 

Financing of health-for-all strategies and making the best use of existing resources 
have emerged as critical issues in the progress towards health for all and have led WHO 
to focus on ways and means of helping to generate economic support for health for all. 
The technical discussions at the 1987 World Health Assembly attempted to address this 
concern as well as to identify more effective means of communication between the health 
sector and ministries of planning and finance, to expand the use of economic analysis in 
policy-making and in allocation of resources and to develop greater commitment to 
reducing the gap between what is needed and the resources available on the part of both 
national governments and international donors. In the debate, strong emphasis was put on 
the importance of tapping domestic resources in order to promote and generate a spirit of 
self-reliance, while not underestimating the need for external support. The 
recommendations of the technical discussions called for: 

• economic policies for equity in health 
• improvement of financial planning 
• resource mobilization 
• better use of existing resources. 

a) Equity in health 

Equity and social justice constitute the basis of the value system implied in the 
goal of health for all and supported by the formulation of economic policies. However, it 
is well known that redistribution of incomes and benefits is easier in periods of high 
economic growth but very difficult at times of recession. Can economic policies, designed 
to achieve equity, be sustained despite short-term declines in economic activity? What 
role should be assigned to the private sector within a health system aiming at securing 
equity? Concerns were voiced during the technical discussions about the potential 
negative impact of deregulation and privatization on equity. Also many participants 
stressed the need to make exemptions for poor people in some cost sharing schemes to 
protect equity. 
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b) Improvement of financiaipianning 

Countries need support to improve their planning capabilities such that projections 
for capital and recurrent costs are identified. The planning process needs to be 
strengthened to allow for better participation of health professionals and community 
representatives. Since the early 1980s, programme budgeting has been provided as part of 
the WHO managerial process for national health development and training materials were 
prepared for capacity building in this respect. The need to develop planning units with 
health economics skills is now widely accepted and promoted to ministries of health. 

c) Resource mobilization 

More and more governments are finding it difficult to provide free health care for 
all and have tried various alternative ways of funding the health care system and 
recouping costs, including compulsory health insurance, user charges and voluntary 
contributions from communities and nongovernmental organizations. Governments are 
encountering increasing difficulties in raising funds from general taxation. These 
difficulties have been exacerbated by economic recession, inflation and population 
growth. Radical reforms in health care financing are likely to encounter political 
resistance; therefore, gradual implementation of new reforms appears most appropriate. 

d) Making better use of existing resources 

It is clear that health resources are not being used optimally by providers and 
consumers of health care. The role of the health managers is to maximize benefits at least 
cost. In order to use limited available resources more effectively, much greater emphasis 
needs to be placed on the reorientation of health systems towards primary health care. 

4.2 Support to countries in managing the economic aspects of health care 

Following the technical discussions of the World Health Assembly in 1987. WHO 
worked globally and regionally to help Member States deal with the economic aspects of 
health and health care. 

A task force on health economics was established in WHO headquarters. with 
contribution from regional offices. to provide a forum for discussing priority issues 
related to health economics and health care financing. Several publications on the health 
impact of economic and health care· financing reforms in developing countries were 
published. These studies stressed the issues of equity in implementing cost recovery 
programmes and the role devoted to governments in protecting the poor. 

WHO participated in various international conferences and summits aimed at 
promoting health and at advocating the centrality of health in social and development 
projects [21]. The World Summit for Social Development supported the 20/20 initiative 
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which calls for allocation of 20% of official development assistance to social sectors 
including health, provided that this is matched by allocation of at least 20% of 
government budgets to social sectors. WHO places particular emphasis on support to 
countries faced with economic constraints in their health systems and which are embarked 
on structural reform. Specific interest is paid to helping least developed countries to 
strengthen their national capabilities in health systems management and resource 
mobilization. 

WHO has published several papers on the expected impact of globalization on 
health systems, particularly with respect to equity and sustainability. There is particular 
concern about the availability and affordability of essential health care, including essential 
drugs, following the end of the grace period fixed by the World Trade Organization. A 
study is currently being carried out in the Eastern Mediterranean Region on the impact of 
GATT agreements on pharmaceuticals and the pharmaceutical industry. 

Finally, initiatives have been 4ndertaken by WHO at global and regional levels, 
aimed at mobilizing economic support for health-for-all strategies. 

4.3 Regional programme on health economicslhealth care financing 

In the Eastern Mediterranean Region, following the establishment of an advisory 
panel on health economics, a regional programme aimed at promoting the use of 
economic principles in health management was established in 1992. The programme 
which will be funded from country and intercountry sources, has three main components: 

• training and research in health economics 
• collection and analysis of financial and economic data 
• provision of technical expertise. 

a) Training and research in health economics 

As most national health systems lack health professionals trained in the use of 
economic principles in policy analysis and formulation, priority setting and health 
management, efforts will be made to train health and other related professionals from 
various levels in health economics and health care financing. Extensive training in health 
economics at master's and Ph.D. level will be provided for planners and analysts involved 
in economic analysis, policy formulation and strategic planning. Since the regional 
programme was first promoted, more than five health professionals from countries of the 
Region and the Regional Office have been awarded the degree of Master of economics. 
Short seminars for policy-makers from health and health-related ministries, e.g. planning, 
finance and social security, are planned to discuss issues related to health care financing 
and sectoral reforms. Training courses will be provided for programme managers, 
hospital managers and district managers on the use of economic tools, such as cost
benefit analysis and cost-effectiveness in planning and management. Economists working 
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in ministries of health and health-related departments will be exposed to the particular 
economic characteristics of the health sector during specific sessions. 

The training activities will be carried out in the Region, using WHO collaborating 
centres and other training and research institutions, universities and agencies. Research 
activities will be supported and will involve researchers from the Region working either 
individually or through networks, such as the Maghrebian network on health systems and 
health economics and the health secretariat of the GCC, and other geopolitical groupings. 

Training activities will be coordinated with similar initiatives implemented in the 
Region by the World Bank, e.g. the Flagship course, and by other donors. 

b) Strengthening data collection and analysis 

The studies carried out in the Region and the findings of the monitoring and 
evaluation exercises of health-for-all strategies, have shown that policy-makers in most 
countries lack the financial and economic data needed for policy analysis and 
formulation, particularly those regarding expenditures and utilization of care in the 
private sector, in the military and in many social security institutions. The programme 
aims to strengthen national health information systems, through promotion of household 
expenditure and utilization surveys and through national health accounts analysis. 

Following successful implementation of national health accounts analysis in Egypt 
and Jordan, an Eastern Mediterranean initiative on national health accounts, involving 
eight countries in the first round, was launched early in 1999, in a collaboration between 
WHO, Partners for Health Sector Reform and the World Bank. An extensive household 
expenditure and utilization survey is being implemented through a World Bank-supported 
project executed by the Regional Office in Lebanon. The findings of the survey together 
with national health accounts analysis, will pave the way for health sector financing 
reforms in Lebanon and the development of scenarios for strengthening social health 
insurance. 

Another regional initiative on strengthening data collection and analysis through 
development of burden of diseases and cost-effectiveness analysis is being prepared and 
will be implemented with technical support from WHO headquarters and other partners 
for health development in the Region. Countries of the Region will be supported in 
developing and in expanding the use of cost analysis in health centres and in hospitals 
with the aim of supporting their managerial processes and of initiating cost containment 
measures. 

c) Provision of technical expertise 

The Regional Office is developing its capabilities in health economics and health 
care financing through training, recruitment of short -term consultants from inside and 
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outside the Region and through promotion of technical cooperation among countries and 
the use of local and regional expertise. A strong unit for health economicslhealth care 
financing will be developed in the Regional Office to support countries and to implement 
the various components of the regional prograrrune. 

In addition to the regional advisory panel on health economics and health care 
financing, the Regional Office is promoting the creation of networks on health systems 
and health economics to facilitate exchange of experiences and to support training and 
research prograrrunes. Efforts are being made to initiate debates in the Region on the 
main policy issues related to agendas for sectoral reform and health care financing 
options, and to identify priority areas for technical support in the Region. 

The Regional Office is supporting countries involved in negotiations with funding 
agencies, e.g. the World Bank, the European Community and regional development 
banks, and in preparing their agendas for health sector reform. 

Summary pOints 

* WHO promotes studies on intersectoral linkages and advocates the centrality 
of health in socioeconomic development 

• Health for all through primary health care is a sound economic approach 
which aims to reduce the gap between health "haves" and "have nots" 

• WHO has highlighted the need for economic support to implement health-for
all strategies 

* WHO strives to support Member States in generating the necessary 
resources for health development, in improving the use of existing resources 
and in mitigating the negative impact of economic and financing reform on 
health 

* The WHO task forces on health in development and on health economics aim 
to support countries in managing the economic aspects of health care 

* WHO has highlighted the important role played by governments in protecting 
equity in access to health care 

* The regional programme on health economics and health care financing aims 
to promote the use of economic principles in health systems 

* The Regional Office will strive to support countries in: 

training of health professionals in health economics 
developing cost analYSis, national health accounts analysis and cost
effectiveness studies 

- assessing and managing health sector reforms 
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5. CONCLUSIONS AND RECOMMENDATIONS 

The economic aspects of health care have captured the interest of researchers and 
policy-makers at a time when people are becoming more cost conscious and when 
criticisms are being voiced regarding the alleged inefficiencies in health systems. Most 
reform initiatives in both developing and industrial economies are driven by economic 
aspects such as cost escalation, technical and allocational inefficiencies, underfunded 
health systems and inequity in the access to health. Monitoring and evaluation of the 
health impact of social and economic reforms, including health care financing reforms, 
have clearly highlighted the crucial role played by governments in protecting the essential 
public health functions and in ensuring equity. 

Such concerns call for the use of economic criteria and rationality at the various 
stages of the managerial processes, from policy analysis and formulation, to strategic 
planning and health system management. Economic tools help policy-makers and 
managers to make the best use of the resources available, while reducing waste and 
improving population satisfaction. 

Improvement in health system performance will help policy-makers in their 
dialogue with other partners in socioeconomic development and will demonstrate the 
beneficial returns to be made from investing in health. Health economics, although a 
relatively recent field, is attracting the interest of health professionals, policy-makers and 
researchers from public health institutions and academia. WHO is promoting the use of 
economic tools and principles in health system development and to support the overall 
management of the health sector. 

Recommendations to Member States 

1. Member States should improve training in health economics in medical, allied health 
and nursing schools, and should develop postgraduate and in-services training in 
health economics. 

2. Member States should make use of the various components of the WHO regional 
programme on health economics and health care financing, including training on the 
use of economic tools, development of cost analysis, promotion of household 
expenditure and utilization surveys and national health accounts. 

3. Member States should promote networking among health professionals and 
researchers concerned with the economic aspects of health care for the purpose of 
training and research. 

4. Ministries of health should advocate to their governments the important role to be 
played by the ministries of health in protecting the poor and underserved populations 
and ensuring equity. 
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5. Member States should contribute to the funding of regional training and research 
institutions dealing with policy analysis and formulation, including economic analysis 
and health economics. 

To WHO 

1. WHO should help in disseminating relevant studies and publications on the economic 
aspects of health care and in promoting the use of economic principles in health 
management. 

2. WHO should promote technical cooperation among developing countries (TCDC) in 
the area of health economics. 

3. WHO should strengthen existing centres of excellence and WHO collaborating 
centres in health policy and management. 

4. WHO should help in preparing guidelines for priority setting and management of 
health sector reforms. 

5. WHO should strengthen its partnership with international and funding agencies 
involved in health sector reforms in the Region. 

Summary points 

* The economic aspects of health care are of interest to researchers and 
policy-makers 

* Most health reform efforts in both developing and industrialized economies 
are driven by the economic aspects of health care 

* There is a need to use economic criteria at the various stages of the 
managerial process for national health development 

* Principles and tools of health economics help in improving health system 
performance 

* Countries of the Region should make use of the various components of the 
regional programme on health economics/health care financing 

* Countries should promote TCDC through networking and exchange of 
expertise in health systems and health economics 

* WHO should strengthen regional centres of excellence in health policy and 
management 

* WHO should strengthen its partnership to promote the use of economic 
principles and tools in health systems 
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