
Equity tor the poor 
A health finance system which uses scarce resources, 
paid for by all taxpayers, to provide services to non-poor 
patients at zero-prices is far from being fair to the poor 

@ ne widely supported method of 
raising revenues to help pay for 
health services in developing 

countries is to charge fees for the 
services. The usual suggestion is that 
the bulk of revenue collection from 
fees should come from the curative 
areas , rather than from charging for 
services which benefit many in society 
besides the actual service recipient 
(for instance , immunization against a 
communicable disease) , or where the 
actual beneficiary cannot even be 
identified (spraying for malaria , for 
example). 

Revenues raised in the curative area 
can reduce the burden on the govern
ment and allow it to use more of its tax 
revenues for primary health care and 
preventive services. 

The most basic economic arguments 
in favour of fees for services have to 
do with the notion of efficiency in the 
use of scarce resources. The basic 
argument is that no one should con
sume goods or services unless their 
value to them at least equals the value 
of the most useful alternative goods 
and services that could be produced . 
with the resources used. When goods 
and services are priced at the cost of 
all resources used in providing them , 
such efficiency in resource allocation 
will be achieved . 

An obvious corollary of this line of 
reasoning is that health services pro
vided for " free " (that is , zero priced) 
will be used not only by those for 
whom they are of significant value, but 
also by those for whom the value of 
the service is only slightly greater than 
zero. In fact , in such zero price cases , 
even services that are very expensive 
to provide will be used by people who 
value them very little; at the same 
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time the resources used to produce 
these not-highly-valued services will 
be unavailable for producing other 
services which are highly valued. 

It is for this reason that fees are 
suggested as the means to differentiate 
among those who truly "need " the 
service and those who do not. The 
assumption underlying this economic 

Equity in health : perhaps the most crucial 
issue of all in the Health for All strategy. 
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argument is that those who have in
come ar~ those who " should " have 
income-in other words , that the 
amounts of income accruing to each 
person are socially correct. The 
reasoning continues that , if the income 
distribution is incorrect , it should be 
corrected directly by grants to the 
needy, rather than by interfering with 
the pricing system's efficiency-produc
ing characteristics. 

The major argument normally made 
in opposing the use of fees, on the 
other hand, is one based on equity. In 

its most general form the argument 
goes something like this : " It is unfair 
to charge fees for something as impor
tant as health services because it is the 
poor who will be most burdened by 
the necessity to pay, while the rich 
who are well able to pay will hardly 
know the difference. " The basic no
tion is that a fair income distribution 
will not be achieved directly , and that 
the poor must be protected indirectly 
in their purchasing activities rather 
than being offered aid. 

A strong case can be made , how
ever, that-even given this objective of 
protecting the poor in their health 
purchases in order to provide 
equity-the statement in quotation 
marks immediately above will prove to 
be incorrect in most cases. The provi
sion of services at a zero price (note 
that I do not use the word " free " ) to 
all users is in fact often the more 
inequitable system, because the non
poor receive much of the benefit while 
the poor pay a significant part of the 
cost of services through taxes. In most 
developing countries, taxes on sales or 
consumption are widely used to pay 
for public services, including zero
priced health care. Because the poor 
must buy consumption items , they 
must pay consumption taxes. So the 
poor often pay a relatively large pro
portion of the cost of the " free " 
health services. 

The notion that zero-priced public 
health services are " free " seems to 
explain much of the antipathy to the 
charging of fees for services. It seems 
that one reason for preferring zero
priced services is the incorrect as
sumption that money to purchase re
sources need not be raised when the 
goods are provided by the public sec-
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A carefully designed system can provide free , 
or almost free, services to the poor while 
collecting much needed revenue from the 
rich. 
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tor without charge. Once it is under
stood that the choice is not between 
" free" and " not free " health care, 
but rather between health services 
either paid for (at least partly) by fe~s 
from users or paid for by taxpayers, it 
becomes much easier to determine 
which system puts a greater burden on 
the poor (and on the rich). In a few 
cases a taxation-supported system will 
actually be more fair to the poor , but 
in many others it will not. 

A health finance system in which 
the poor are effectively protected from 
paying (large) fees will be equitable by 
almost anyone's definition. (It is often 
desirable to charge a small fee to 
dissuade frivolous use .) Those who are 
not poor will pay fees to help finance 
the cost of health services; inefficient 
and unwise use of resources will be 
reduced ; the poor will not be bur
dened by more than nominal fees ; and 
revenues will be raised so that services 
for all can be financed with a lessened 
burden on the usually already over
burdened tax system. 

The so-called " free" systems may 
be even more complex in practice. 
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Because tax revenues are often not 
sufficient to provide for quality ser
vices at public facilities , even the very 
poor prefer to pay heavily to use 
private health services . Yet quite small 
fees at public facilities would raise 
enough money to upgrade the ser
vices . In such situations , if service 
quality can be raised to acceptable 
levels it is possible that the poor will 
eventually need to spend less on 
health care. So the use of fees can 
actually be more equitable , in the 
sense of reducing the burden on 
the poor. 

In summary, a strong argument can 
be made that a health finance system 
which uses extremely scarce resources , 
paid for by all taxpayers , to provide 
services to non-poor patients at zero
prices is far from being equitable, or 
fair to the poor. That such an inequit
able system also provides services at 
zero-prices (but not at zero tax cost!) 
to the poor is a relatively weak reason 
for supporting the continuation of 
" free " services for the non-poor. A 
carefully designed system can provide 
"free" (or almost " free") services to 
the poor while collecting much
needed revenues from the non-poor. 

Indeed , a fee system designed with 
appropriate protection for the poor 
can greatly improve the fairness of the 
overall health financing system. • 

Decision-ma.kers 
please note ! 

"The tradition of cost-benefit 
analysis in development planning 
means that there is perhaps great
er pressure on the health sector in 
developing than in developed 
countries to justify its proposals in 
economic terms. Thus there is 
considerable interest in the appli-

'cation of.techn iques of economic 
evaluation to the health sector. 
Unfortunately, the lack of econom
ists with an interest in health, and 
the problems of obtaining ad
equate data on co.sts and conse- nn 

quences are considerable obsta
cles to good economic evaluation. 

Moreover, the application of the 
techniques is still at an early stage 
and many studies ain) to stretch 
the boundaries of the discipline 
rather than to provide practical 
guidance. The studies done under 
the aegis of the WHO Expanded 
Programme on Immunization pro
vide a good example of the way in 
which early theoretical work can 
be developed into a methodology 
capable of application by health 
service managers. These studies 
emphasi§e two further points: the 
importance of choosing issues 
that are amenable to economic 
evaluation, where calculations or 
plausible assumptions can be 
made of the relationship between 

;health ' interventions < and health 
consequences; and the need for 
collaborative work between 
economists, epidemiologists and 
other health researchers. 

The results of economic evalu
ation are of assistanceto decision~ 
makers. but they do not dictate 
their course of action. While it is 
important to know the cost-effec
tiveness .. of differer1t< ways of 
organizing primary . health care 
activities, other consequences 
less easy to quantify, such as 
stimulating community participa
tion and promoting the capacity to 

1m1 improve ., individual health, must 
not be neglected . Decision-mak
ers will wish to take. these also 
into account when they review the 
results of economic. evaluation 
studies." 

This · is one of the conclusions 
drawn by the World Health Statis
tics Quarterly in its Vol. 38, No. 4, 
1985. devoted to Economic evalu
ation in the field of health. 
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