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The widespread economic crisis has resulted in a fall in living 
standards in the western hemisphere of over 9% (1981-1983) and in 
sub-Saharan Africa they have fallen to the level of 1970. Food 
production in the African countries most seriously affected by 
drought dropped by 15% between 1981 and 1983. Living standards also 
fell in some countries in Europe and in some of the poorest countries 
of Asia. After an Introduction explaining the origins of this report 
and a first section on the crisis itself, an analysis is made of the 
effects in terms of poverty, unemployment, hunger and ill-health, and 
of expenditure on health and health services. Several tables give 
statistical details of aspects of the crisis, particularly 
unemployment, and expenditure on health. 

The economic crisis has resulted in serious devaluation and 
formidable austerity policies in response to the high cost of fuel, 
the heavy burden of interest payments and unfavourable terms of trade 
in Africa and Latin America. While some countries have succeeded in 
protecting their health services from cuts in public expenditure, in 
others cuts in health budgets have been substantial. Import 
restrictions have reduced supplies of drugs and medical equipment in 
a number of countries, particularly in Africa. The effects of the 
crisis in some countries have amounted to the virtual disintegration 
of rural health resources. Unemployment and under-employment 
increased both in the industrialized countries with market economies 
and in developing countries. Evidence is accumulating of the complex 
ways in which unemployment can damage health. In developing 
countries the unemployed have swelled the ranks of those struggling 
for a meagre living in the informal sector. 

Poverty increased as a result of unemployment, inflation and 
unfavourable terms of trade； food subsidies were abolished, and in 
drought-stricken Africa food of any kind was in short supply. The 
cumulative effects on health of increased poverty, unemployment, 
under-employment and malnutrition, and the reduced capacity of health 
services to respond to health problems, can at this stage only be 
inferred rather than documented with detailed facts. But the extent 
of the changes in some countries has been so great that the effects 
must have been devastating. 

This information document is incomplete; it covers only those 
areas of the world from which information was available when the 
document was drafted. Work is under way to obtain information from 
other areas of the world, and this material will be used to improve 
the document for the Thirty-ninth World Health Assembly in May 1986. 
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I. INTRODUCTION 

1. This report is prepared in response to resolution WHA38.20 requesting the 
Director-General "to prepare a report on the repercussions of the world economic situation on 
the national, regional and global efforts undertaken by Member States in order to achieve the 
goal of health for all by the year 2000"• The report does not attempt any direct comparison 
of the extent of current health problems in different regions or the reasons for them. It 
concentrates only oil problems aggravated by the world economic situation from 1981 onwards 
and the ability of the health sector to respond to them. For this reason a heavy emphasis is 
given to the situation in the African Region and the Region of the Americas, particularly in 
sub-Saharan Africa where the effects have been particularly severe. 

Data sources 

2. The report is short because of the lack of substantial data, particularly for developing 
countries. Ideally it should be based on quantified data on trends in the extent of poverty, 
malnutrition, bad housing, education, the provision of safe water and sanitation, health 
knowledge and many other factors affecting health； secondly, on data on per capita 
expenditure in the health sector for each country, and its distribution geographically and by 
categories of service or provision； thirdly, on data on mortality and morbidity by cause, 



for different age-groups and by sex, and in different geographical areas of each country. 
Only a very small part of this information is available. Given more time it would have been 
possible to mount special intensive studies in selected countries of each region. РАНО did 
make a study of six countries the results of which are summarized in this report, but by no 
means all the information sought could be obtained. 

3. Thus this report summarizes available international statistics and relevant reports and 
draws on information contained in the evaluation reports on health-for-all strategies. It 
also draws on the special reports prepared by regional offices, particularly РАНО and the 
Regional Office for Africa, and the data supplied by a number of countries in Africa on 
repercussions of the economic situation. The underlying problem is that such data are for 
the most part simply not collected, even within Member States. 

II. THE ECONOMIC CRISIS 

Trends in the world economy 

4. A major and widespread recession began in 1981 after the second sharp rise in oil 
prices. It followed a period (1977-1981) during which economic growth had been steady and 
considerable - at an average rate of about 3% per year. The increase in output fell to only 
0.5% in 1982. There was a recovery in 1983 to a growth rate of about 2.5%, rising to over 4% 
in 1984 (see Table 1). The non-market economies of Eastern Europe were generally the most 
sheltered from these trends and are thus not discussed in this report. 

5. The developing countries as a whole, with their faster rate of population growth, had an 
average economic growth rate of over 5% for the years 1977—1980, slightly lower than the 6% 
annual growth rate achieved in the years 1976-1978. In 1982 the growth rate dropped to 
1.5%. But this overall figure conceals wide differences between regions. Growth in Asia as 
a whole was still over 5%, though this conceals the much lower growth rates of the seven 
least developed countries. In Africa and the Middle East there was hardly any growth at all, 
but a decline in per capita income. In the western hemisphere output dropped by 1%. In 
Latin America gross domestic product (GDP) per head fell by 3.7% in 1982 and by 5.7% in 1983, 
then remained at about the 1983 level in 1984. By the end of 1984 average GDP per head in 
Latin America and the Caribbean had fallen to the level of 1976. 

6. The position of sub-Saharan Africa started to deteriorate in the 1970s. Between 1970 
and 1980, GDP grew at an average rate of about 3.5%； then it started to fall. With 
population rising by over 3% per year, per capita income was estimated by 1983 to be about 4% 
below its 1970 level. 

7. The recovery to a global average growth rate of over 4% in 1984 also conceals wide 
regional variations. Growth in the industrialized countries was nearly 5%, led by the United 
States of America with a growth rate approaching 7%. Growth in the developing countries was 
under 4% 一 but growth of over 6% in Asia again conceals the much lower growth rates of the 
least developed countries of that continent, and growth in other regions was only 2% to 
2.5%. It is not expected that economic growth will be at the same high level in 1985 and 
1986, but some improvement in the relative performance of the developing countries taken as a 
whole is anticipated by the International Monetary Fund. 

8. In Latin America and the Caribbean, GDP per head rose by 0.2% in 1984 - the first 
positive increase since 1981. But in 12 countries, including the largest, overall GDP per 
head fell for yet another year. In sub-Saharan Africa per capita GDP fell by 4% in 1981, 
3.3% in 1982 and an estimated 3.8% in 1983. The most drastic fall in average living 
standards was suffered by the oil-exporting countries of sub-Saharan Africa: GDP per head 
fell by 6.7% in 1981, 4.7% in 1982 and an estimated 7.3% in 1983. The low-income countries 
suffered a total fall in average living standards of nearly 5% over these three years. 

The drought in Africa 

9. The worst drought in 15 years hit large parts of sub-Saharan Africa in 1982, extended in 
1983 and continued in 1984. Food production in the 24 most seriously affected countries 
declined by 15% between 1981 and 1983. Export crops of coffee, cocoa and oil were seriously 
affected. Cattle losses were substantial in Botswana, Mauritania and Zimbabwe. Four to five 
years of good rainfall are estimated to be needed to restore cattle herds, 
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10. The devastating drought brought to a head the longer-term adverse trend in food 
production in this area which has the highest population growth in the world. In the 
24 countries most seriously affected by the drought, per capita grain production has been 
falling by 2% per year since 1970. If this 15-year trend continues, per capita production 
for 1985 will be the same as in the drought year 1984, even if 1985 had normal weather. 
Cereal imports to sub-Saharan Africa totalled 9 250 000 metric tonnes in 1982; this implies n 
that one person in five (the equivalent of its entire urban population) was being fed from 
imports. Even in 1980 Africa as a whole was only meeting 86% of its food requirements. 
Between 1981 and 1983 food imports increased from USÍ 2400 million to USÍ 5800 million. 

Debt and the balance of payments 

11. The initial sharp rise in oil prices which triggered the crisis led to acute 
balance-of-payments problems for oil—importing countries. For example, the cost of fuel 
imports rose to 40% of Ghana1 s export earnings. On top of this there was a 45% appreciation 
in the value of the United States dollar by 1984 compared with 1979, which contributed to a 
fall in commodity prices and a 20% deterioration in the terms of trade of developing 
countries with OECD countries between 1980 and 1984. Finally, world interest rates rose 
substantially with high interest rates in the United States of America caused by its 
substantial fiscal deficit. For example, interest payments in Senegal were multiplied 
threefold between 1980 and 1983. 

12. All these trends revealed the extent to which developing countries had been accumulating 
debts with lenders in the developed countries and with international agencies, a problem 
affecting both the middle-income and low-income countries in all developing regions. The 
cost of servicing past debts grew rapidly with the rise in world interest rates and became a 
major charge both on government revenues and on the balance of payments. In 1983 debt 
service payments consumed 27% of Africa1s export earnings： the total debt was estimated to 
amount to 59% of GDP. At the end of 1984 the total debt of all African countries was 
estimated to stand at US$ 158 000 million and is projected to reach US$ 170 000 million by 
the end of 1985. Debt service payments amounted to 27% of export earnings in 1983. Worst 
affected was Sudan, where the external debt at the start of 1983 was estimated to amount to 
seven times its export earnings. In the case of the countries of the Americas interest, 
which had increased by 60% as a proportion of exports between 1977 and 1980, nearly doubled 
by 1983 and represented 38.3% of exports. By 1984 the external debt of Latin America and the 
Caribbean stood at USÍ 360 000 million, nearly US¿ 24 000 million more than the regional 
GDP. Petroleum-exporting countries, principally Mexico and Venezuela, accounted for 42,5% of 
the debts. The remaining 57.5% was owed by non-petroleum-exporters, mainly Argentina and 
Brazil. Latin America ran into a balance of payments deficit of USÍ 21 000 million in 1982. 

Devaluation and austerity 

13. The balance-of-payments problem of the Latin American countries led to a series of 
devaluations of national currencies and formidable austerity policies which became reflected 
in negative growth rates. The policies were successful in improving the overall balance of 
trade. From the negative trade balance of US$ 21 400 million in 1982 the region returned to 
a positive balance of US$ 7500 million in 1984. Part of the improvement was achieved by a 
cut-back in imports, but more home products were exported to the United States of America in 
response to the attraction of the unprecedentedly strong dollar, and the living standards in 
Latin America fell still further. Ten nations still retained negative trade balances in 1984. 

14. Africa was not in a position to make a similar dramatic change in its balance of 
payments. In 1984 nearly half its overall fiscal deficit was being externally financed -
over 3% of GDP. First, it was a net food importer; for example, in a recent year Nigeria 
imported food to the value of US$ 2000 million. Secondly, there was slow growth in world 
demand for primary products. Thirdly, the terms of trade fell sharply to Africa's 
disadvantage. Between 1980 and 1982, prices of primary products not including oil declined 
by 27% in current US dollar terms. The loss of income solely due to this deterioration in 
the terms of trade was 1.2% of GDP for sub-Saharan Africa. Industry suffered from a lack of 
imported raw materials and from poorly defined industrialization policies, strategies and 
plans. Most of the industries were operating below 50% of installed capacity and others had 
to close, adding to the problem of mass unemployment and external debt. For a variety of 
reasons sub-Saharan Africa so far has failed to make any significant progress in exporting 



industrial products. With its food deficit it must continue to import essential goods and 
services to achieve accelerated development, thus incurring more debts before it can repay 
them in the long run. 

15. Although a reverse in the balance of payments was virtually unachievable, retrenchment 
became necessary in nearly every African country. At least 17 countries devalued their 
currencies. Everywhere budget deficits were curtailed by severe cuts affecting growth in 
public expenditure. New public investment and subsidy payments were sharply reduced. At 
least seven countries raised interest rates. Many governments introduced new taxes, 
particularly on imports and travel. By the middle of 1984, 14 African governments had 
short-term "standby" arrangements with the International Monetary Fund, and one had a 
three-year extended facility programme. 

III. POVERTY 

Unemployment and under-employment 

(a) Developed market economies 

16. The impact of the recession on industrialized market economies was most clearly 
indicated by the rise in unemployment. To make matters worse, at that time high numbers of 
young people in Europe and North America were trying to join the labour force. The first 
rapid rise in unemployment came in the recession year of 1975; it remained high in 
subsequent years in spite of economic recovery and increased each year from 1980 to a peak of 
9% in 1983 - almost three times higher than a decade earlier. Since then the rate has 
declined in North America but continued to rise in Europe. By 1984 unemployment was 
estimated as 15% in Belgium, 16% in Turkey and nearly 20% in Spain (see Table 2). 

17. Unemployment falls particularly heavily on the young who may. never have worked and older 
people who may never work again. The incidence among ethnic minorities is particularly 
high. At least 44% of the 32 million unemployed in the developed countries are under the age 
of 25. 

(b) Developing countries 

18. Growing unemployment has led to increased poverty in a number of developed countries. 
Hardships are particularly severe in some of the recently industrialized developing countries 
which have not yet created elaborate social security and social welfare systems and in which 
it is more common to find families with one breadwinner• Unemployment brings a sense of 
alienation, despair and apathy in the young and psychological and physical stress in older 
people, leading, for example, to an increase in alcoholism and violence. Evidence is 
accumulating of the different ways in which unemployment can damage health; the relation is 
complex and involves multiple causes* 

19. The austerity policies adopted by governments in Africa and Latin America and by some 
governments in Asia have increased recorded unemployment. However, in developing countries a 
much smaller proportion of those in the labour force depend for their income on full-time 
employment in a single job in the official sector but a large proportion of people may depend 
on a single income. Table 3 shows the growth of unemployment in a number of developing 
countries. Between 1980 and 1982 estimated urban unemployment more than doubled in Argentina 
and increased by about 80% in both Chile and Costa Rica (see Table 4). By 1983 the estimated 
rate was nearly 20% for Chile and nearly 16% for Uruguay. No country in Latin America or the 
Caribbean has unemployment insurance such as that available in more developed countries, 
which makes the situation in that region even worse. Moreover, the unemployed lose the right 
to use health services financed by social security and thus add to the demands on the 
overstrained government health services. Estimates that at least 20% of young people are 
unemployed have been reported for Colombia, Mexico, Kenya, Nigeria, Sierra Leone, Ghana, 
United Republic of Tanzania and Zaire in recent years. The depressed state of industry in 
Africa was mentioned earlier; constraints on public expenditure have led some Latin American 
countries to reduce measures undertaken to create jobs, though some governments have 
continued or even expanded programmes of minimum employment (e.g., Chile). 
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TABLE 2. UNEMPLOYMENT IN DEVELOPED COUNTRIES WITH MARKET ECONOMIES, 1980-1985 
(PERCENTAGES) a. 

1985 (change 
Country 互 1980 1981 1982 1983 1984£ from 1984)£ 

£ National unemployment rate adjusted (standardized) by OECD to take into account 
differences in national definitions. For Denmark, Iceland, Greece, Ireland, Luxembourg, 
New Zealand, Portugal, Switzerland and Turkey, national definitions are used. 

•k Countries are listed in descending order of rate of unemployment in 1983, the latest 
year for which final data are available. 

—Based on data covering less than a full calendar year. 
—OECD estimates. 
£ Based on OECD projections. 
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Sources: OECD, Employment Outlook, Paris, 1984; OECD, Economic Outlook, No. 36， Paris, 
1984; and United Nations Economic and Social Council, Report on the world social 
situation, New York, 1985’ p. 130. 



TABLE 3. GROWTH IN NUMBERS OF UNEMPLOYED IN DEVELOPING COUNTRIES, 1973-1982 
(THOUSANDS) 

1973 1975 1978 
(thousands) 

1980 1982 

Egypt 145 233 355 536 一 

18 13 36 41 26 
Mauritius 27 21 16 31 74 

37 29 59 66 78 
173 97 102 82 220 

Brazil 968 - 1 003 2 023£ -
- 253 261 349 -

Costa Rica - 41Ë. 33 46 78 
Chile 48 158 169 152 272 

176 175 230 270 -
192 237 342 394 417 
194 197 415 486 656 

India 7 714 8 918 11 837 15 317 18 646 
89 115 157 233 367 
461 510 442 749 656 
155 125 107 73 69 
168 205 146 144 144 

Philippines 690 581 694 878 975 
38 39 35 34 30 

Syrian Arab Republic 77 89 90 82£ -

72 67 173 204 -

Note： The source of national statistics is either a labour force sample survey, or 
employment office statistics. 

—Buenos Aires only. 
—Seven main cities. 
-1981 figure. 
-1976 figure. 
£ 1979 figure. 

Sources: International Labour Office. Yearbook of Labour Statistics, Geneva, 1983; and 
United Nations Economic and Social Council, Report oil the World Social Situation, 
New York, 1985, p. 144. ^ 一 

TABLE 4. ESTIMATES OF UNEMPLOYMENT RATES IN MAIN URBAN CENTRES IN SIX COUNTRIES 
OF THE AMERICAS, 1980 AND 1982 (PERCENTAGES OF THE LABOUR FORCE) 

1980 1982 

Argentina 2.3 5.7 
Brazil 6.2 7.7 
Chile 11.7 20.0 
Costa Rica 6.0 10A 
Uruguay 7.4 11.0 
Venezuela 6.6 8.2 

Source： United Nations Economic and Social Council, Report on the World Situation, New York, 
1985, p. 145. 



20. In some cities of Latin America and Asia (Belo Horizonte, Lima, Bombay, Jakarta) the 
informal sectors account for 50% to 70% of total employment, representing, at least in part, 
those who would otherwise have been officially unemployed. A large proportion of those in 
the informal sector belong to the lowest income groups in urban society： their average 
income is significantly lower than in the formal sector• A survey of Nairobi1 s informal 
sector found 40% of proprietors and over 50% of employees earning less than the minimum wage 
in the formal sector. There are similar findings for Calcutta. Thus the informal sector 
serves to disguise the real level of unemployment and the enlarged community of the urban 
poor. 

Producing for export 

21. The drive to increase exports in many countries of the Americas has led to the 
production and export of non-traditional goods. Some items of popular diet have become 
scarce as lands previously under cultivation for cassava, tubers, vegetables, pastures, etc., 
have been diverted exclusively to sugar cane for conversion into fuel alcohol or to products 
solely for export. It is known that the frequency of low birth-weight is on the increase in 
certain parts of Brazil, and the number of children treated for severe malnutrition trebled 
in Costa Rica over a recent three-year period. 

Inflation 

22. The inflation rate for Latin America and the Caribbean rose from 136.8% in 1983 to 
175.4% in 1984 and reached 1682.3% in Bolivia. The high rate of inflation and the resulting 
high interest rates have forced up the cost of housing mortgages, making them prohibitive for 
all but purchasers with expectations of a high income and impoverishing those who have 
already contracted loans. People oil fixed incomes, particularly from pensions and 
investments which are not indexed to inflation, suffer most• Middle-class old people are 
also among the poor; people on low and moderate incomes are less able to protect their 
interests； not only are the incomes of those employed by smaller undertakings not indexed to 
inflation, but with the suspension of food subsidies the prices of foods which concern them 
most rise fastest. 

Poverty and health 

(a) African Region 

23. Poverty increased sharply in rural Africa, particularly as a result of the deterioration 
in the terms of trade. The proportion of rural population living in absolute poverty is 
estimated to have increased from 82% in 1974 to 91% in 1982. It must have increased still 
further by 1984. Some 150 million people suffer from food shortages and in some cases 
famine. Both the calorie supply and the supply of protein have been falling. And the 
position of the poor was made still worse in at least seven countries by the reduction of 
consumer subsidies. 

24. It was estimated after the 1984 rainy season that the number of African countries likely 
to face food emergencies in 1985 was about 21, of which 13 belong to the category of the 
"least developed". While the principal consequences of drought are malnutrition and the 
infections it fosters, the situation has been further complicated by epidemics of cholera and 
acute diarrhoeal diseases. The concentration of populations around the few water points and 
on the edges of towns was conducive to the outbreak of epidemics and the spread of 
communicable diseases. Certain countries in Africa have in addition suffered outbreaks of 
yellow fever and cerebrospinal meningitis, as well as the massive displacement of refugees. 

25. The major contributory cause of death of children in the countries affected by drought 
are protein-energy malnutrition (РЕМ), low birth-weight (LBW), malaria, diarrhoea, infectious 
diseases at childhood, respiratory infections and neonatal infections, notably tetanus. In 
many countries it was reported that the most prevalent diseases among the drought-affected 
population are those of the eyes, upper respiratory tract, and gastro-intestinal tract, 
diarrhoeal diseases being highly prevalent among children. In the Sahelian region, which has 
only one crop per year, more than 70% of food intake comes from cereals, mainly sorghum and 
pearl millet, and the average Sahelian diet does not satisfy individual energy and protein 
requirements, particularly for mothers and pre-school children. In 1983, the high rate of 
РЕМ in the Sahelian region affected 20% to 30% of pre-school children and led to peak child 
morbidity and mortality rates in the pre-harvest period. Estimates are that 40% of 



pre-school children and 60% of pregnant women suffer from serious marasmus and nutritional 
anaemia. These deficiencies, poor environmental hygiene and lack of potable water all 
contribute to a high incidence of infectious diseases and high morbidity and mortality rates. 

26. The rural population in central, eastern and southern Africa generally depends for their 
staple foods on especially maize and sorghum in sub-tropical and high-altitude areas, or on 
cassava, sweet potatoes, yams and fruit in tropical areas. Nearly all malnourished children 
suffer from anaemia as a result of iron deficiency and often folic-acid deficiency. Average 
height for age is known to have declined among the children of northern Zambia. 

27. At least half the children among the populations affected by drought were found in 1984 
to suffer from РЕМ and 50% of all infant deaths were directly or indirectly caused by 
malnutrition. About 5% to 10% of children under five suffered from severe malnutrition 
requiring hospitalization. This preliminary analysis is based on recent reports on Angola, 
Botswana, Burkina Faso, Ethiopia, Kenya, Mali, Mauritania, Mozambique, Niger, Senegal, 
Tanzania and Zambia• The infant mortality rate in the countries affected by drought varied 
between 100 to 200 per thousand and infant deaths accounted for between 40% and 60% of the 
total deaths. 

(b) Region of the Americas 

28. The concentration on production for export, the increase in the cost of imports, 
inflation, high housing costs, high levels of unemployment and under-employment and the 
suspension of food subsidies must have substantially increased poverty in the Region of the 
Americas. The last element is of particular importance for health in so far as it probably 
led to increased malnutrition in pregnant women, with the risk of higher infant mortality. 
In the 1970s, about 40% of Latin American families were poor in the sense that their food did 
not meet basic requirements. It is mainly a rural problem： 62% of rural families are 
affected, as against 26% of urban families. Poverty indicators have been raised in both 
absolute and relative terms. 

(c) South-East Asia, Eastern Mediterranean and Western Pacific Regions 

29. In the Eastern Mediterranean Region it is estimated that half the population lives in 
poverty. Despite the high growth rate for Asia as a whole, the recession dealt particularly 
harsh blows to the struggling economies of its least developed countries. In a few cases the 
low per capita income suffered further decline. In the South-East Asia Region the economy of 
the Maldives probably suffered most, owing to a halving of prices of fish exports between 
1981 and 1983 and low demand for shipping and tourism. There was also a fall in real income 
per capita in Indonesia following the fall in oil prices after the 1981 peak. 

30. Poverty is increasing in the South-East Asia Region： in the three largest countries 
400 million people were estimated to be living in absolute poverty 一 the greatest number in 
any region. In the Western Pacific Region the growth of poverty has been greater in the 
rural areas than in the urban areas: the potential labour force continues to increase faster 
than the capacity of the economies for employment. 

31. Even in countries with substantial overall growth rates the benefits do not reach the 
poorer population unless national development strategies are designed to focus oil it. Some 
developing countries of the Western Pacific Region have adopted such strategies, which 
include social ownership of the means of production in China and Viet Nam, wide-ranging land 
reforms in the Republic of Korea and the distribution of assets to the poor in Malaysia, 
which has largely unused land resources. These countries have gone a considerable way 
towards meeting basic needs. In many other countries of the Region, data are not available 
to assess how far basic needs are being met. The nutrition situation in terms of the 
availability of calories and protein appears satisfactory： poor diet is due mainly to 
problems of distribution. 

32. In general it can be said that in each region the recession has had its main impact oil 
those least able to bear it - simply because they have neither the political power to prevent 
it nor the economic ease to absorb it. Children have almost certainly suffered most of all 
in terms of low birth-weight, malnutrition, frequency of illness and poor mental and physical 
growth. 



IV. EXPENDITURE ON HEALTH SERVICES 

33. How far, if at all, has the health sector been able to respond to the increased health 
needs created by the economic recession, the critical problems caused by the drought in 
Africa and, in some countries, the special needs of refugees? How far have countries been 
able to make progress in implementing their plans for health for all? 

34. The austerity policies adopted by many developing countries in response to the severe 
economic recession and unfavourable terms of trade - when revenue depends heavily on taxes 
levied on exports - have often included reductions in public expenditure. In quite a number 
of cases such reductions have been required as a condition for obtaining short-term loans 
during periods of "adjustmentM or "realignment". Not only has total expenditure often been 
reduced but allowance has had to be made for the higher cost of debt-servicing at increased 
rates of interest. In addition, a number of developing countries have been spending more on 
defence； the total number of persons in the armed forces of developing countries rose 
steadily between 1979 and 1981. For all these reasons public expenditure on the health 
sector has been reduced in quite a number of developing countries - particularly in Africa -
though by no means all developing countries. Moreover, the higher cost of imports due to 
poor terms of trade has often reduced the real value of appropriations for the health sector. 

Sources of data on health expenditure 

35. The key question for developing countries is whether per capita expenditure on the 
health sector has been rising or falling. Very few countries are in a position to answer 
this question, for a number of reasons• First, public health expenditure may be divided 
among several government departments, levels of government and statutory agencies 
(particularly social security funds) and no data may be available for private expenditure by 
employers, nongovernmental organizations or individuals. Secondly, a special price index 
would be needed to convert current price figures into constant price figures, particularly 
for a period with such abrupt changes in terms of trade and devaluations of currencies and, 
in some cases, deliberate restraint on the salaries of health personnel. Thirdly, even in 
developed countries there remain problems of defining the health sector in compatible terms. 

36. Because information of this kind is so rarely collected it has been necessary to try and 
draw conclusions from available data such as those on the percentage of GDP devoted to health 
services (a narrower concept than the health sector), or even the budget of the ministry of 
health as a proportion of total central government expenditure. 

Expenditure in the developed countries 

37. In market-based industrialized countries it is clear that there has been a considerable 
reduction in the rate of growth of expenditure on health services in relation to GDP. For 
example, in OECD countries a rate of growth of 4% to 5% per year in the percentage of GDP 
devoted to health services during the period 1965-1975 was followed by growth of less than 
1% per year more recently. In some of these countries health expenditure has been reduced in 
real terms over the past two years. Cost containment has come to be seen as a critical 
objective. The high cost of supporting the unemployed either on cash benefits or on special 
schemes of training or work experience has led to constraint in other fields of public 
expenditure. In Europe, cost-sharing has increased considerably, and ceilings have been 
imposed on public health expenditure and on health expenditure financed by social security. 

International statistics on expenditure in developing countries 

38. Only 20 developing countries reported to the United Nations system on national accounts 
showing relatively recent trends of current public expenditure on health services; figures 
are not yet available for 1983 and only in 10 is the 1982 figure available. Comparing data 
for 1981 with those for 1982 in those 10 countries shows public health expenditure rising as 
a proportion of GDP in five, and falling or not changing in the five others (see Table 5). 

39. In six of the 13 countries reporting to the International Monetary Fund the proportion 
of GDP devoted to general government expenditure on health fell and in seven it rose, but the 
latter included two oil-producing countries and Israel and Malta (Table 6). The proportion 



Developed countries 
Australia 3 
Austria 4 
Finland 3 
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Federal Republic of Germany 5 
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Japan 0 
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Region of the Americas 
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India 
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0.6 
1.9 
1.5 

4.2 
1.9 
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TABLE 5. CURRENT PUBLIC EXPENDITURE ON HEALTH SERVICES 
AS A PERCENTAGE OF GROSS DOMESTIC PRODUCT, 1977-1983 

1977 1978 1979 1980 1981 1982 1983 

2
5
5
5
1
7
6
4
9
0
3
1
 

•

•

參

 
•

•

•

•

•

_

•

•

攀
 

3
4
2
0
6
1
3
0
3
4
7
1
 



TABLE 6. GENERAL GOVERNMENT EXPENDITURE ON HEALTH 
AS A PERCENTAGE OF GROSS DOMESTIC PRODUCT, 1977-1982 

1977 1978 1979 1980 1981 1982 

% % 7。 % % % 
Developed countries 

France 5.75 5.91 6.03 6.32 
Federal Republic of Germany 7.50 7.56 7.36 7.69 .# . • • • 

Greece 2.78 3.38 3.54 3.67 4.26 ... 
Iceland 5.70 # a a • • • • • • • • • • • # 

Luxembourg 0.78 0.85 0.75 0.79 0.83 
Romania 2.44 2.37 2.32 2.44 2.53 2.35 
Switzerland 5.06 5.11 5.40 5.44 5.60 5.82 
United States of America ... • • • • e • 3.83 3.99 4.26 
Yugoslavia 5.91 6.09 5.90 5.54 4.88 • • • 

Developing countries 

African Region 

Kenya 
•Malawi 

Region of the Americas 

Argentina 
Barbados 
Panama 
Saint Vincent and the 
Grenadines 

South-East Asia Region 

India 
Indonesia 

European Region 

Israel 
Malta 

Eastern Mediterranean Region 

Kuwait 
Oman 

Western Pacific Region 

Singapore 
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2.09 
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1.34 

2.38 
2.20 

1.51 
3.35 
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3.76 

0.94 
0.67 

2.11 
3.36 

1.59 
1.19 

1.38 

2.52 
1.91 

1.46 
3.47 
4.52 

3.21 

0.99 
0.76 

2.23 
3.45 

1.73 
1.34 

.67 

1.09 
3.23 

3.71 

0.62 

3.94 

2.51 
1.47 

1.37 

A "least developed country" 

Source: International Monetary Fund. Government Finance Statistics Yearbook. 
Washington, D.C.， 1984. ~ ~ ~ 



of central government expenditure devoted to health between 1980 and 1982 or 1983 fell in 13 
of the reporting 24 developing countries where central government received 90% or more of the 
tax revenue. But in Africa it fell in three countries and rose in only one (see Table 7). 

African Region 

40. Table 8 shows the reported percentages of national budgets devoted to health in the 
African Region. In most cases the figures only cover expenditure by the ministry of health, 
but expenditure on water and sanitation has been included in some cases where this 
responsibility fell to another ministry in whole or in part. The table is of special 
importance because it includes five of the least developed countries. The downward trend in 
the share of the budget going to health in the majority of African countries indicated in the 
reports to the International Monetary Fund mentioned above is confirmed in this table, which 
includes later years and poorer countries. The trend has however been upward in Angola, and 
in 1984 Burundi recovered from a drop between 1979 and 1983. The drop is particularly marked 
for the United Republic of Tanzania. In view of the falling living standards in the Region 
as a whole and the difficulty of increasing taxation as a percentage of GDP in view of the 
weak demand for exports and other reasons, per capita public expenditure on health has almost 
certainly been falling in real terms in the majority of African countries. 

41. In Chad nutrition, water, sanitation and all preventive programmes have suffered. Lack 
of equipment and supplies have been paralysing services. Health personnel have suffered a 
loss of purchasing power which has led to low morale, poor attendance and a general loss of 
effectiveness and efficiency. In Ethiopia increases in health budgets have been overtaken by 
the rise in the cost of materials and commodities. Financial resources and manpower have had 
to be reallocated to meet the emergency health needs of nearly 8 million people in the areas 
affected by the drought. In Mali the budget has been stagnant； the economic crisis and the 
drought have limited the resources of the State and thus reduced the collective effort for 
health. In Mozambique the same factors have left too little foreign exchange to pay for 
imported building materials, laundry and medical equipment for hospitals, and facilities for 
transport. In Swaziland there are insufficient resources to cover the recurrent costs of the 
activities required to achieve health for all. 

42• In general the shortage of funds to pay for imported drugs and equipment has seriously 
disrupted services in many African countries. Fiscal retrenchment and inflation have, in the 
words of the Chairman of the OECD Development Assistance Committee, led to "the 
disintegration of rural health services".1 

Region of the Americas 

43. The information provided by РАНО shows a varied picture. In some instances finances for 
health care have increased； in others they have decreased. Total central government 
expenditure fell in real terms in 1981 by nearly 6% in Brazil, nearly 10% in Argentina and 
about 16.5% in Costa Rica, where it recovered in 1982 with a real increase of 28%. Central 
government expenditure increased in 1981 in Mexico, Peru and Jamaica - in the latter by 28% 
(see Table 9). A large cut in public expenditure came in Mexico - nearly 24% - in 1983, 
nullifying most of the increase during the two previous years. 

44. Spending on health and social security as a proportion of GDP in the same six countries 
was maintained relatively well in 1981 and 1982, and there were some advances in 1983 (see 
Table 10). If, however, comparisons are made with 1978, there were no significant advances 
except in Argentina. Despite its debt, Costa Rica managed in 1983 to increase by over 6% the 
share of government expenditure devoted to health and social security. Mexico appeared to 
show a smaller increase of 2.3% in the same year (see Table 11). No clearcut regional 
pattern is observable in trends in health and social security expenditure per head - a 
considerable increase occurred in Argentina, some increase in Costa Rica, a cut in social 
security but a doubling of per capita expenditure by the Ministry of Health in Mexico (see 
Table 12). In order to continue to provide necessary services, some countries have reduced 
salaries in the ministry of health as a percentage of ministry expenditure. Thus it appears 

1 Organization for Economic Cooperation and Development• Development Cooperation 
Review. 1984, Paris, p. 33. — 
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Developed countries 
France 
Greece 
Italy 
Luxembourg 
Netherlands 
New Zealand 
Spain 

Developing Countries 
African Region 
Kenya 
Liberia 
•Malawi 
Mauritius 
Swaziland 

Region of the Americas 
Barbados 
Chile 
Dominican Republic 
Mexico 
Panama 
Paraguay 
Trinidad and Tobago 

South-East Asia Region 
Burma 

•Maldives 
Sri Lanka 
Thailand 

European Region 
Israel 
Morocco 

Eastern Mediterranean Region 
Kuwait 
Oman 

•Sudan 
Tunisia 

Western Pacific Region 
Philippines 
Singapore 

* “ A "least developed country". 

TABLE 7. PERCENTAGE OF CENTRAL GOVERNMENT EXPENDITURE SPENT ON HEALTH IN 
COUNTRIES WHERE CENTRAL GOVERNMENT RECEIVED 90% OR MORE OF TAX REVENUE, 1977-1983 

1977 1978 1979 1980 1981 1982 1983 
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Source: International Monetary Fund. Government Financial Statistics Yearbook. 
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TABLE 8. PERCENTAGE OF NATIONAL BUDGETS SPENT ON HEALTH IN 
EIGHT COUNTRIES IN AFRICA, 1979-1985 

Country 1979 1980 1981 1982 1983 1984 1985 

Angola 

Burundi 5.5 5.1 

Chad - -

Ethiopia 5.2 6 

Mali 7.3 7 

Mozambique 11.0 10 

Swaziland^ 10.39 10 

United Republic of Tanzania®. 8.0 8 

% 

5.8 

5.1 

7.5 

8.2 

11.9 

10.6 

7.5 

% 

6.3 

5.1 

7.6 

8.6 

11.5 

9.3 

8.2 

% 

6.0 

.7 

1 

7 

8 

9 

10 

63 

6 

5 

6 

5 

5.9 

% 

6.6 

5.5 

1.58 

5.9 

8.3 

9.9 

5.8¿ 

1.49b 

7.8b 

—Financial year commencing in the column indicated. 
¿ Provisional figures. 

Source: Reports to the WHO Regional Office for Africa. 

TABLE 9. PERCENTAGE CHANGE IN CENTRAL GOVERNMENT OUTLAYS FOR HEALTH 
IN SIX COUNTRIES OF THE AMERICAS, 1979-1983 

Country 1979 1980 1981 1982 1983 

Argentina 

Brazil 

Costa Rica 

Jamaica 

Mexico^. 

Peru 

-1.5 

21.4 

25.0 

12.5 

-15.7 

12.0 -9.7 — -

20.3 -5.7 -2.0 3.0 

0.3 -16.6 -28.0 0.2 

16.6 28.0 0.2 -

23.7 

34.5 

20.' -23.8 

£ At 1980 prices. 

Source： Reports to the Pan American Health Organization. 



TABLE 10. EXPENDITURE BY MINISTRIES OF HEALTH AND INSTITUTIONS FOR SOCIAL SECURITY AS A PERCENTAGE OF GROSS DOMESTIC PRODUCT IN 
SIX COUNTRIES OF THE AMERICAS, 1978-1983 

1978 1979 1980 1981 1982 1983 

C ° U n t r y Ministry s . , Ministry s , , Ministry g , . Ministry s , Ministry s . , Ministry s . . 
of S o C i a i Total of S O G Total of Total of S 0 C , i Total of S°° , Total of S o C i,丨 Total 

health s e c u r i t y health S e c u r i t y , health S e C u r i t y health S e c u r i t y health S e C u r i t y health S e C u r i t y 

Argentina 
Brazil-
Costa Rica 
Jamaica 
Mexico^-
Peru 

% 
0.5 

% 
0.9 

% 
0.8 

% 
0.9 
5.4 

% 
1.7 

% 
2.0 

% 

0.3 
0.1 

1.3 

0.5 

1.4 
5.6 
6.9 

3.6 
3.8 

5.6 
4.6 

% 

2.2 

0.9 
1.7 
1.6 

1.3 

% 
5.9 

5.4 
2.4 
2.3 
1.4 

8.1 

6.3 
4.1 
3.9 
2.7 

fL Outlay for Brazil1 s National Welfare and Social Security System represented approximately 80% of total outlay between 1978 and 1982, as, inter 
alia, resources from agreement with the Brazilian National Institute of Medical Assistance and Social Security, foundations and receipts from associated 
entities are excluded. Calculations are based on estimates. 

2. Figures based on expenditure for the health sector. 

Source: Reports to the Pan American Health Organization. 



TABLE 11. EXPENDITURE BY MINISTRIES OF HEALTH AND INSTITUTIONS FOR SOCIAL SECURITY AS A PERCENTAGE OF CENTRAL GOVERNMENT OUTLAY IN 
SIX COUNTRIES OF THE AMERICAS, 1978-1983 

1978 1979 1980 1981 1982 1983 

Country M i i t Ministry _ . n Ministry . . n Ministry - . n 
of S o c i a l Total of S ° c i ^ Total of S o c i ” Total of S ° c i ^ Total of — ； ； 

health S e c u r i t y health S e c u r i t y health S e c u r i t y health S e C u r i t y health S e c u r i t y 

M i n i f r y Social T , , M i n i f r y Social T , of “ Total of “ Total 
health S e c u r i t y health s e c u r i t y 

% % % % 
Argentina 3.0 5.5 8.4 5.0 
Brazil- - - 0 
Costa Rica- 4.5 23.5 28.0 4 
Jamaica 7.3 0.7 8.0 6 
Mexico^- 1.2 8.2 9.4 1 
Peru 7.2 15.4 22.6 8 

% 
6.0 

15 
22 
1 
7 

18 

% 

11.0 
16.4 
26.0 

7.1 
8.6 

27.1 

% 

13 
23 
1 
6 

17 

% 
10.5 
14 
27 
7 
7 

24 

.5 
0. 

8 

0 
0 
7 -
1 1.0 

3 6.6 

14 
18 

0 
5 

18 

% 

10.8 

15.3 
22.5 

6.9 
25.1 

% 
2.2 
0.4 16 

20 

0 
5 

9.0 
16.4 
24.6 
7.0 
5.9 3.4 

5.7 

26.1 

4.8 
5.8 

30.8 

8.2 

11.5 

—Calculations based on estimates. 
—Revised figures excluding decentralized agency and local government outlay. 
£. Figures based on expenditure for the health sector. 

Source: Reports to the Pan American Health Organization. 



TABLE 12. PER CAPITA EXPENDITURE BY MINISTRIES OF HEALTH AND INSTITUTIONS FOR SOCIAL SECURITY 
IN SIX COUNTRIES IN THE AMERICAS, 1978-1983 (IN UNITED STATES DOLLARS) 

1978 1979 

Country M i n i s t r Ministry 0 ^ , 
of S 0 c i ^ Total of S o c i f 

health s e c u r i t y health S e c u r i t 

1980 1981 1982 1983 

Ü n ^ t r y Social т п ±
п

3 ^ Social … , S o c i a l T ^ , Social T , 胞 ” 吻 Social ф n of . ̂  Total of ^ Total of . Total of Total of Total 
health S e c u r i t y health 8 е с и г 1 ^ health 8 е с и Г 1 ^ health S e c u r i t y health ^curity 

US $ 

Argentina 919 

Brazil 58 

Costa Rica 149 

Jamaica 42 

Mexico£ 176 

Peru 968 

US $ US $ 

1 686 2 605 

1 879 1 937 

780 929 

4 46 

1 172 1 348 

2 062 3 030 

us $ us í us t us i 

L 501 1 793 3 294 763 

53 186 1 914 50 

174 872 1 045 179 

44 7 51 38 

153 1 216 1 369 178 

976 2 001 2 977 992 

US $ US $ US $ 

1 969 2 733 582 

1 981 1 911 45 

880 1 059 181 

8 45 

1 207 1 386 199 

2 496 3 489 965 

US $ US Î US $ 

1 916 2 498 387 

1 883 1 928 52 

804 985 118 

2 - 4 6 

1 179 1 379 191 

2 714 3 679 1 076 

US $ US $ us $ 

1 194 1 581 820 

1 926 1 878 -

588 707 131 

5 51 

1 277 1 468 382 

2 455 3 531 1 079 

us $ us í 

1 750 2 569 

806 937 

903 1 285 

—Figures represent expenditure 

Source： Reports to the Pan American 

for the health sector at 1980 prices. 

Health Organization. 



that in general the nations of the Region have been struggling to preserve the social and 
health gains made over the past 20 years in the face of declining revenue, formidable debts 
and, in some cases, soaring inflation. 

South-East Asia Region 

45. Statistical reports to international agencies on expenditure are less likely to be made 
by the poorest countries. Data from any of the above sources were only available for four of 
the 36 least developed Member States. While Africa and the Americas were the regions most 
affected by the recessions, cuts in health service spending have been made in some countries 
in Asia. For example, there was no growth in the health budget for Indonesia for two 
successive years despite the growth of the population. 

External cooperation 

46. How far has the situation been eased by external cooperation? Have the developed 
countries and multinational agencies made more development assistance available for the 
health sector in view of the effects of the economic recession? The OECD countries have 
faced their own problems of public expenditure - in particular the need to accommodate the 
high cost of supporting large numbers of unemployed. Nevertheless, total OECD development 
assistance has been increasing. On the other hand, the lower price of oil in recent years 
has led to a reduction in development assistance from OPEC countries. Official development 
assistance for all purposes reached its peak in 1980, fell in 1981 and then remained at the 
same real level up to 1984. The available evidence suggests that there was little change in 
the real level of development assistance for the health sector over the period 1980 to 1983. 
About 4% of bilateral assistance from the OECD countries is devoted to the health sector. 
The share of such assistance going to health, social infrastructure and welfare changed 
little between 1975/76 and 1982/83. OECD bilateral assistance to the least developed 
countries increased from US¿ 2800 million in 1975 to US$ 5900 million in 1983 一 an annual 
growth rate of almost 10% at current prices and of 4.5% in real terms. But there was little 
change in the percentage of total aid going to the least developed countries - just over 
20%. When development assistance from the OECD countries, multilateral organizations and 
OPEC are added together, attributable assistance to the least developed countries rose from 
US$ 6100 million in 1981 to USÍ 6500 million in 1982, and fell to US$ 6000 million in 1983. 
Assistance to sub-Saharan Africa remained constant for the years 1980 to 1982 at 
US$ 8000 million and fell in 1983 to US¿ 7700 million. Assistance to South America rose from 
US i 3000 million in 1980 to US$ 3400 million in 1983.! 

47. In the Region of the Americas only 8.2% of concessional funding was devoted to health, 
of which over two-thirds went to water and sanitation programmes. A new five-year 
comprehensive development plan for Central America has already won significant financial 
support for subregional and national projects. 

48. Assistance, whether in the form of grants or loans, is more readily provided for capital 
expenditure than for current costs. Occasionally, recurrent costs are funded, but usually 
only for the duration of a specific project. Thus countries receiving assistance are later 
faced with the problem of finding from their own resources the running costs arising out of 
developments. This has become a critical problem in a period in which budgets have often 
been suddenly reduced owing to changes in the economic situation facing particular countries. 

V. CONCLUSION 

Economic decline 

49. It is well known that economic growth does not necessarily help the poorest section of 
the population whose health is most at risk. But it does increase the capacity of 
governments to promote socioeconomic developments deliberately aimed at the poorest, 
including development of the health sector, and to do so with the full participation of 
communities which it is aimed to help. 

1 Organization for Economic Cooperation and Development. Development Cooperation 
Review. 1984, Paris, pp. 228-229. 



50. Economic decline reduces the capacity of governments to make this response, and may in 
addition add to the number of the poor and make the poorest still poorer if the opportunities 
of the informal sector have to be shared out among more people, if terms of trade turn 
harshly against agricultural producers and the prices of staple foods rise disproportionately 
because land is used to produce for the export market. Sharp and sudden economic decline has 
been the fate of Latin America during the recession. If the annual decline in living 
standards in Africa has not been so sharp, it is the more serious as part of a longer-term 
trend - at least for Africa south of the Sahara. Moreover, Africa is the Region where least 
developed countries are heavily concentrated, where food has to be imported even in years 
with normal rainfall and where drought has coincided with poor terms of trade as a result of 
the recession. Lack of economic growth, and economic decline, place at risk the health of 
the most vulnerable, 

51• The effects of the world recession on health are poorly documented. Hard evidence is 
very limited. The full effects of more and greater poverty on morbidity and mortality can 
only be inferred, and they cannot be distinguished from the consequences of protracted 
droughts in large parts of Africa. A careful analysis would need to be undertaken to 
quantify all these effects in the areas most severely affected. 

52. Despite all the pressures on national budgets, particularly the cost of debt servicing, 
some countries in all regions of the world have spent a higher proportion of public 
expenditure on health - or at least on health services. They have striven to maintain or 
even increase their social programmes despite formidable difficulties. Others have not. The 
most serious problems are reported for Africa, where import restrictions are having a serious 
effect on the health services of quite a number of countries. The effects have probably been 
most serious in the rural areas and among the urban poor, who cannot afford to buy from the 
private sector what public services are no longer able to provide. For all these reasons the 
effects of the economic crisis have been most serious for the poorest and those whose health 
is most vulnerable. In countries most seriously affected, progress towards health for all 
has already been halted or reversed. 

Prospects 

53. The economic situation in Latin America is at last improving, though progress is 
uneven. One effect of the economic crisis has been to reduce funding for public hospitals, 
thereby making it possible to put extra funds into primary health care when they become 
available. In many countries substantial progress could be made by improving the efficiency 
with which current health resources are used and by rationalizing or improving the 
coordination of services. The challenge is to ensure that resources are used so as to give 
priority to the less favoured, and to the major health problems which face each country. 
Insofar as the crisis of the past few years has given new impetus to a movement in these 
directions in the future, the effects may not be seen in the long run to have been wholly bad. 

54. The basic economic problems of Africa are more deep-seated though this is not the case 
in every country. Many African countries are still faced, if not with drought, at least with 
the consequences of past droughts such as the resettlement of populations. Water supply 
remains of major importance, not only to ensure quantity but also quality for the prevention 
of disease and maintenance of basic sanitary conditions. Drought now appears to be a 
quasi-permanent feature of the African continent. It is clear that Africa will need 
substantial help from the international community for many years to come. This reinforces 
the need for each country to establish its priorities for the health sector as for other 
sectors after the serious setback of the past years. The aim, as in other regions, is to 
concentrate efforts where they will be most effective in promoting equity in health. 

55. The drought has, through the media, brought home to people in richer countries the grim 
reality of life in some African countries today. This may lead governments in all regions to 
give greater recognition to the needs of all the least developed countries than in the past. 
At least the improved economic situation is now increasing their capacity to make this 
response. Moreover, the rise in interest rates has led to a considerable flow of money from 
developing countries to the developed. Just as the developed countries need increased 
markets for their goods in order to lower unemployment, so the developing countries need 
wider markets for their raw materials. Strengthening the health sector of the developing 
countries contributes to their economic development. 
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Netherlands: In 1981 column, amend figure to "8.6м 

Page 12, Table 5 

Finland: Amend figures as follows: 

1977 1978 1979 1980 1981 1982 1983 

4.0 3.9 3.8 3.9 4.0 4.1 4.1 
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Trinidad and Tobago: Amend figures as follows: 

1977 1978 1979 1980 1981 1982 1983 

7.79 6.86 6.36 5.78 5.91 … … 
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Table heading: Delete the words "FOR HEALTH" 

Costa Rica; In 1982 column, delete minus sign 

Page 19, Table 12 

Brazil: In 1980 Social Security column, amend figure to "1861" 


