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Introduction

This article provides an overview of health policy, a basis
for understanding what it is, and key definitions relevant
to the subject; the various factors that can be used to
explain policy making; how policy is or is not rationalized
in practice; how health policy affects health systems,
exemplified by analyzing how they are financed and
governed; and the politics of health policy in the world
today. A conclusion is then provided.

Clearly health policy is—both in theory and in practice —
an application of public policy more generally. It is there-
fore important to set it in the context of public policy and
politcs. It is equally important to appreciate that a global
review of health policy with potential reference and rele-
vance worldwide must concentrate on generic factors, yet
with selective illustrations: principles of analysis, generic
global trends, and illustrations of policy making and actual
policy in different parts of the world.

Key Definitions
Health

It is crucial to define policy but also to give a brief account
of how health is being defined and treated. Doing the
latter first, health is defined, in the spirit of this Encyclo-
pedia, in terms of its public aspect: The health of the
public and therefore the responsibility and role of govern-
ment and other agencies to meet public objectives for the
public health. Public health is sometimes defined in a
more specific way, that is, the particular set of programs
and activities that seek to make an impact upon the
promotion of better health, the prevention of ill health,
and also environmental health.

Rather than the latter definition, this article refers to
health policy in the broadest sense — affecting the health
of the public — ranging, for example, from the effect of
policy upon individuals’ access to care, on the one hand,
to policy made overtly in pursuit of social goals for both
the health-care system and health outcomes for the pop-
ulation, on the other hand. Its focus is upon policy, policy
making, and the implementation of policy, but it is as well
to be clear at the outset as to policy’s scope in terms of
health. Policy can be negative as well as positive; for
example, different health and health-care systems may
affect health care for — and the health of — individuals,
groups, and the whole population by what it omits

as well as what it provides. With this in mind, let us turn
to policy as the basis for understanding health policy.

Policy

A pragmatic definition of public policy would be what the
government does (just as the British Cabinet Minister in
the post-war government, Herbert Morrison, defined
socialism as what Labour governments do!). This puts
the emphasis as much upon public as upon policy:
On its own, policy can be used in relation to any organi-
zation, public or private (e.g,, it is the policy of the firm to
specialize in luxury goods). But we need to go beyond
such a pragmatic definition in order to unpack and exam-
ine the concept.

Politics, Policy, and Administration

Our concern here is indeed with public policy (as the
means to understanding health policy). Policy comes
from the Greek polis, which meant a city or more rele-
vantly city-state and also gave rise to the term polity, i.e,
political unit of self-government or the political part of a
society, 1.e., (in classical terms) the state. Policy came to
mean the statecraft of the (modern) state. Etymologically
it is bound up intricately with politics. But this is not
just of historical curiosity. For public policy is embedded
in politics — the politics embodied by the government,
the politics of those who advise the government, the politi-
cal ideologies that shape one’s political ideas, the political
structures required to pass legislation, and the adminis-
trative, managerial, and social structures and personnel
required to implement policy (that is, to produce social
outcomes from policy outputs).

In the French language, for example, /a politigue can
mean either politics or policy; the two are not distin-
guished (Hill, 1997). In traditional British language refer-
ring to the traditional British approach to statecraft, on
the other hand, the word was often missing: There was
politics, on the one hand, and administration, on the other
hand. Hence the salience of the academic subdiscipline,
public administration, which persists to this day, even in
an age when the real world rather disparages administra-
tion, turning first to management and then to leadership.
It persists no doubt in part because of convention (see
for example the spread from the United States to the
rest of the world of MPAs — Masters degrees in Public
Administration — even when the subject matter is modern
business, management, and leadership). But it may also




4 Health Policy: Overview

persist because there is a healthy scepticism in certain
parts of academe about whether or not we should merge
(private sector-derived) concepts of management and
leadership with the overall terrain of government and its
output — which may well be called public administration
with some degree of accuracy (Hood and Scott, 2000).

Between these two extremes (French and British)
above, there is the domain of public policy, which is
different from politics (although intertwined with it) and
also different from administration with the connotation of
the civil service that takes politics/policy, codifies it, and
translates it into systems capable of being implemented in
the field. This domain recognizes policy’s intimate rela-
tions to other domains but still thinks it worthwhile to
give it a domain of its own. That is my perspective,
broadly, in this article.

Public Policy

Going beyond the pragmatic definition of public policy as
what the government does, it can be defined as the outputs
from a process geared to making laws, enactments, and
even regulations that are intended to affect society, i.e.,
produce social outputs and outcomes as a result of
the outputs from the political system that we may call
policy. Note that, in some countries, systems, and cultures,
policy even by this definition may not be handled primar-
ily by the politicians, but this is in itself a (political)
characteristic of the political system.

On this approach to the process, the inputs are various
(Paton, 2006a). They range from ideas and ideologies,
through the political culture, through political movements
or parties, through the effect of political institutions and
structures generally, through social movements, interests,
and pressure groups, through dominant modes of behavior
(whether rational or otherwise), to the administrative or
bureaucratic culture. Below, I examine the key factors
involved.

Meanwhile, selectively, the following section defines
some more terms.

General Terms

® Environment/context: The external climate and actual
constraints, or pressures, which influence policy. For
example: In the economic environment of global
capitalism, it is difficult for individual countries to
create or maintain progressive taxation systems with
high tax rates, and the prospects for expanding public
health-care systems are therefore diminished.

® Actors/agents/stakeholders: All those individuals,
groups, interests, agencies, and organizations that are
involved with, concerned with, or affected by, a specific
policy (see Kingdon, 1984; Buse e 4/, 2005).

® Agenda: The terms of debate on which an issue is
developed in the policy process, or the prioritizing of
one issue rather than another — or none — in the politi-
cal process, or in an agent’s schedule (see Kingdon,
1984).

® Problem: Seemingly straightforward (for example, “the
primary problem with the British NHS in the 1990s was
long waiting times”) but useful when considering how
agendas are formed (e.g, is there agreement as to what
the problem(s) is/are), and how politics, problems, and
policies interact (John, 1999; Paton, 2006a).

® Power: The ability of Actor A to win in an overt politi-
cal battle (Dahl, 1980) (in our case, in the health policy
arena) with B; or the ability of A to prevent B from
raising an issue (effectively) within the political process
(Bachrach and Baratz, 1970); or the ability of A to
prevent B from even being aware he has a grievance
or should have a grievance (see Crenson, 1971; Lukes,
1974); or the effect of the dominant (or prevailing, or
pervasive) discourse upon the perception of issues
(in the poststructuralist sense, in terms of the effects
of language upon concepts and thought) (Peck and
Coyle, 2002: 214-219). Note that the last definition
de-centers the actor — power is less a conscious attempt
to win, by an agent, than an effect.

Practical Terms for the (Health) Policy World

® Regulation: A framework of rules (e.g., a legally backed
code) or practices (e.g., by an inspecting agency) that
define permitted activity, or type and mode of activity,
in a field, as opposed to planning or management,
which intervene directly rather than set a framework
for self-action. For example, the new regulation in
health care sets out the rules for markets or quasi-
markets, in formerly directly managed health-care sys-
tems. Day and Klein (1987) argued that a regulator
1s external (so that, for example, a higher ter within
a public health-care system does not regulate but
instructs or manages).

® Strategy: Often contrasted with (on the one hand) tac-
tics, it refers to the means of achieving a direction of
travel or goal (as in military strategy), e.g., “the strategy
for involving the public more in decision-making is to
set up local self-governing units in the healthcare sys-
tem”; contrasted (on the other hand) with an opera-
tional focus on keeping things running, as in “the
Health Authority’s Director of Strategy will ensure
that our plans are consistent with our goal of improving
access to the under-served; whereas the Director of
Operations will seek to increase throughput in the
wards to meet government targets.”

® Governance: Within public services such as health care,
the adoption of an appropriate structure and culture
of oversight of the organization (as in corporate
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governance, which seeks to assure that the organization
is run and controlled ethically, soundly, sustainably
and appropriately; or clinical governance, which is the
corporate governance of the clinical process in particular).

Explaining Public Policy

Through one interpretation, actors (e.g., policy makers) are
rational. This might be in the sense of either maximizing
their utility (the neoclassical microeconomic viewpoint) or
planning a coherent — perhaps evidence-based — route to
achievement of objectives, i.e., the tailoring of means to ends.

This latter view is found in political and administrative
science, e.g,, in Allison (1971). The question is begged as
to whether such rationality commands consensus (the
unitarist view, or Allison’s Model 1 when applied to policy
making within the portals of central government) or
whether different interests, elites, structural interests,
or economic classes — either in government or across the
wider polity and society — have different objectives
(respectively, the pluralist, elitist, corporatist, or Marxist
views) (Paton, 2006a). These different objectives might be
rational on the terms of the individuals and groups who
have them, and they may be pursued rationally in terms of
the instrumental tailoring of means to needs. Yet the
overall effect is not consensual pursuit of universally
acknowledged rational outcomes. Instead there may be
pluralism, with compromise as the basis for outcome —
leading, perhaps, to incremental, small-scale policy
changes overall even when each group or interest seeks
radical, large-scale change. (Compromise is a very differ-
ent thing from consensus, although there may be eventual
consensus upon the need for, and nature of, compromise.)
Or indeed there may be domination by an elite or ruling
class, which creates a dominant agenda. This may look
like rationalism, not least in terms of the passage of
comprehensive policy rather than cautious adjustment,
but is a very different thing, once again.

One may also consider actors seeking to achieve their
chosen outputs and outcomes (as defined above), but
tailoring their behavior in line with the incentives created
or enhanced by the institutions’ way of working. This is
institutional rational choice (Dunleavy, 1989).

But perhaps the culture created or encouraged by
structures, and the behavior they encourage, takes on a life
of its own: There is a mobilization of bias (Schattschneider,
1960; Paton, 1990) in policy. This may be due to the effect
of external structures upon people’s expectations and
ways of thinking (i.e, cognitive structures) rather than
(just) upon the calculations of autonomous rational actors
whose thought processes and agency are unaffected by
structures.

Indeed there is a difficulty with assuming that humans
have an unchanging, rational, or maximizing nature — what

Archer calls Modernist Man (Archer, 2000). While it has
the merit of preventing the agent from being (implausibly)
completely subsumed by society, it begs the question as to
where this intrinsic nature comes from. Not only are the
assumptions behind rational man questionable (an onto-
logical matter), but their origin is too (an epistemological
matter).

Structuralism (Peck and Coyle, 2002: 211-214) arguably
solves the dualism by going too far in the other direction.
It either removes man’s autonomy, positing that deep
cognitive or real (natural or social) structures dominate
agency. Poststructuralism posits that structures are lin-
guistically determined but variable, indeed arbitrary
(Peck and Coyle, 2002: 214-219). On this approach, vary-
ing discourses and perspectives that are thus based are
constitutive of the individual. The paradox is that the
agent is no longer determined by deep or unchanging
structures but that there seems no basis for agency other
than by changing language. On this basis, agents qua
policy makers are neither rational nor irrational: There
is no objective basis for evaluating their actions.

Other approaches point to the actor’s autonomy being
limited but not eradicated. In public administration, this
might provide a useful reminder of the role of cultures,
ideologies, and ideas in policy studies.

Particular structures of relevance to health policy are
political institutions, governmental and administrative
structures, and specific health agencies. We may wish to
define culture separately from structure, or to interpret
cultures, habits, and beliefs (including ideologies and
ideas) as structures for the present purpose — identifying
external factors when seeking to explain or influence
policy.

The literature concerning the factors that influence,
shape, and even cause public policy 1s now immense. It is
necessary to walk the tightrope between theory, on the
one hand, and plausible explanation of what is actually
happening in the real world, on the other hand. Rhodes
(in Stoker, 2000) stated memorably that social science
can cope with a lot of hindsight, a little insight, and almost
no foresight! Thus it is with explanations of public policy.

The policy process (Hill, 1997) is a phrase that char-
acterizes the story of how policies develop, are implemen-
ted, in often unpredictable or even perverse ways, and are
amended, in a process that is less linear than (variously)
wave-like, stew-like, cyclical, and even circular. It should
also be understood to encapsulate how politics both
shapes and is shaped by policy and the social outcomes
that result from policy outputs.

Explanatory Factors (lllustrated for Health)

The key factors used in political science and public
administration to explain outputs and outcomes in public
policy are:
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1. Political economy (generally, and also embracing
regime or regulation theory) (Aglietta, 1979; Jessop, 2002):
Political economy can be defined as the way in which
wealth 1s produced and distributed. It is a crucial back-
drop to understanding the underlying pressures and con-
straints upon health policy. The global capitalist economy
puts significant pressures upon public health systems, as
well as (for some countries) generating wealth and income
that can be used for both private and public purchasing
of health care. Additionally, effects upon health outside
the health-care system altogether can affect health both
positively and negatively. How public policy generally and
health policy in particular interact in this environment
1s crucial.

For most but not all countries of the world, current
international political economy as opposed to purely
national political economy is more important than during
the period from 1945 to 1975, which was an era of expan-
sion of economies and of the welfare state in what was
then called the industrialized West; expansion which had
knock-on effects elsewhere around the globe. Subsequent
retrenchment, plus a (related) change in dominant type of
political economy (or regime), has had significant effects
on health-care systems.

The first wave of global health sector reform in the 1940s
and 1950s (WHO, 2000a) consisted in the establishment of
national health-care systems in many countries. The second
wave (1960s and 1970s) consisted in primary health care as a
strategy for affordable universal coverage (given already-
experienced cost pressures) in developing countries. The
third wave — moving into the 1980s and beyond — consisted
in a move away from statist public systems to either public
or mixed systems relying more on market, quasi-market, or
new public management mechanisms (WHO, 2000a).

2. Socioeconomic factors. These are distinguished
from (1), although they are related in that they refer to
data and demographics, such as the level of wealth of a
country and the distribution of wealth and income. Health
and welfare expenditure, for example, has been corre-
lated to the former (see Wilensky, 1974; Maxwell, 1982).

3. Institutionalist, new institutionalist, and structural
explanations, which give primacy to the effect of political
institutions (and the behavior and incentives that they
create) in explaining policy outputs (Dowding, 1990,
Paton 1990). In health policy, policy may result both
from the way institutions operate and also how they create
a dependency that constrains future policy or directs it in
a particular way.

4. Institution-based rational choice. Individuals may
act in groups or share interests which influence their
behavior, yet have goals and objectives that are deter-
mined independently of political structures (institutions)
and of cultural factors (for example, a putative dominant
ideology). Nevertheless, their behavior is influenced by
institutions and the incentives to which the latter give rise,

as they seek to achieve their objectives in the most rational
manner. This is a version of institutional rational choice
(which, as Dowding (1990) points out, need not be meth-
odologically individualist).

Original or pure rational choice theory as applied to
politics was individualist. Public choice theory was based
on the view that both individuals and agencies (collectiv-
ities of individuals) are selfish maximizers. The implica-
tions were that bureaux and bureaucracies would seek to
maximize their budget beyond the point of efficiency
or effectiveness. For example, the chiefs of a health
department — or publicly funded hospital system —
would use the political process (perhaps in coalition
with politicians, civil servants, and doctors, all building
their empires) to expand.

This was one of the rationales for the purchaser/
provider split (Osborne and Gaebler, 1993), which has
featured significantly in both the theory and practice
of health sector reform since the late 1980s and
1990s. The trend started in developed countries, par-
ticularly the UK and New Zealand (Paton er al, 2000).
Countries with public or publicly regulated insurance in
central Europe systems, such as the Bismarckian systems
of social insurance (Paton ez 4/, 2000), always had finan-
cier/provider splits in the tautologous sense that payers
and insurers were separate entities from providers. But this
1s merely the traditional system that operated through
guilds (self-governing providers, professions, and payers
regulated by the state) relating to each other without much
competition. It is not the same thing as a deliberately
created quasi-market or new public management reform.

The latter has also been used to reform Bismarckian
systems by instigating competition between payers and
insurers (whether public or private) for subscribers. Pro-
viders of services would have to justify their product
(effectiveness) and their costs (efficiency) through tender-
ing competitively in order to win a contract, or at least, if
competition was not possible, through setting out clearly
their services in response to a specification that might be
contestable in the longer run if it was unacceptable in cost
or quality.

The trouble with this was that purchasing authorities
and agencies would also be selfish maximizers if
the theory were rightt. Who would control them? The
answer — especially in health care — has often been a system
regulator (Saltman ez al, 2002). But the same applies to the
regulator! So we are driven back to government, as the
regulator of regulators. And who controls government?
The answer is (idealistically) the people or (realistically)
special interests or the ruling class. There is no technical
solution — such as purchaser/provider splits — to what is in
essence a political problem.

5. Issues of power, of how power is distributed in
society and within the political system, and how it
influences public policy. For example, is power distributed
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pluralistically, or are decisions taken by — or in the inter-
ests of — the ruling elite or a ruling class? Here, it is
important to distinguish instrumentalism (arguing that,
if politics and policy benefit a group, elite, or class, how
this occurs must be actually demonstrated) and function-
alism (which implies that means that are functional for
ends somehow are realized).

An example of using functionalism to defend Marxism,
for example, was found in Cohen (1978) A strong variant
of functionalism is evolutionism, which draws an analogy
with Darwinism in natural science to imply that the
policies that come to dominate are those best suited to
surviving in their (political) environment (John, 1999).

Functionalism implies that policies develop because
they are functional for the external environment, whereas
evolutionism implies that policies develop if the external
environment is functional for them. Neither stance is
satisfactory, as the how is missing. And evolutionism in
particular — in social science and policy studies — is either
tautologous or vacuous. This is because, unlike in the
natural world, the environment is human-made and
mutable and can be made functional for policies. Any-
thing can therefore be explained in this manner.

The classic example of power in health policy has
concerned the medical profession and its relationship
both with other actors in health-care systems (especially
managers) and with the state.

Network theory, whether sociological, political, or
managerial, has had prominence recently. To some it is
descriptive rather than analytical (Dowding, 1995),
although if integrated with power studies (i.e, networks
explained in terms of power and influence) it can be useful
(Marsh, 1998). At its best, it has the potential to explore how
regimes at various levels of government (international,
national, and local) are responsible for investment and con-
sumption, and therefore to link political economy with
institutional and behavioral analysis.

For example, the corporatist approach — which depicts
iron triangles of business, government, and labor in policy
decision making (see for example Cawson, 1986) — was
extended to depict how national government organizes
investment and local government organizes consumption.
More recently, in the global and European era, local and
regional government and governance are responsible for
investment to a greater extent, with national govern-
ment ironically increasingly controlling or circumscribing
consumption. This is related to a (concealed) change
in power relations in the economy, with corporatist tri-
lateralism replaced with the bilateralism of business and
the state.

6. Ideas and ideologies, which are important, but often
linked to wider social factors (and political economy),
and in complicated ways. An approach emphasizing the
primacy of ideas may sound rational. On the other
hand, an approach emphasizing ideology may be ambigu-
ous. Ideology can suggest moral goals and a program to
achieve them, or it can suggest false consciousness of
agents who are cultural dupes. In health, the primary care
movement is sometimes seen as ideologically motivated.
Equally Navarro (1978) has argued that high-technology
medicine is a means of buying oft workers given the dis-
advantages of (and lack of effective public health in) capi-
talist society.

A Synthesis

Clearly, different factors can be combined in explaining
public (and health) policy. Different typologies are avail-
able to aid with this task (see Tables 1 and 2)

Two examples are provided:

1. Policy may be made for health, or it may be made with
other factors in mind (e.g, trade, the economy). We can
call these, respectively, internal and external policy.

Table 1 Power
Pluralism Elitism/ruling class
Internal Pluralist conflict within health systems over priorities ~ Domination of power and resources by the medical profession or
business
External  Pluralist conflict within local communities or districts ~ Use of the health system to benefit the capitalist economy, as in
over control of health agencies for political promotion or private provision not for health system reasons but
purposes to support or subsidize corporations
Table 2 Type and degree of rationality
Unitarist Pluralist
Rationalist Government pursuing system-wide reform on the basis  Each interest group or stakeholder pursues its goals

of agreed objectives
Incrementalist

by civil servants)

Government gradually amending policy on the basis of
agreed objectives (perhaps with a conservative bias

rationally, but the overall result has to be a compromise

Disjointed incrementalism, where mutual adjustment (and
its direction) depends upon the resolution of different
agendas on the part of different actors behaving
incrementally
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Additionally, power may be distributed widely in
making — or implementing — policy, or it may be con-
centrated. We can call these, respectively, pluralism
and elitism (or ruling class theory).

Table 1 shows four possibilities, with four health
examples. The aim is not to develop grand theory
but to provide a checklist or an aide mémoire when
examining empirical possibilities.

2. Policy may be made from a zero base on the basis of
seeking means to achieve ends on which there is agree-
ment (either within government or in wider society).
This can be called rationalism. Alternatively, it might
be made incrementally, on the basis of minor adjust-
ments to previous policy (see the second paragraph in
‘Explaining public policy’ above).

Additionally, policy may be made consensually (or
with only one viewpoint featuring, not the same thing),
which variants can all be termed unitarism. This in turn
can be contrasted with pluralism (defined as in Example
1). This time, the latter refers more to the breadth of
influence upon central government than to the nature of
social power more generally.

Table 2 shows four possibilities. As with Table 1, it
illustrates and clarifies rather than helps decide, which
must be done on a context-specific basis, i.e., empirically
rather than & priori.

Explaining Implementation

A framework for explaining implementation can begin
simply, analyzing inputs, outputs, and outcomes. Inputs
draw on aspects of the explanatory factors described
above, translated into concrete terms. It is helpful to
categorize these as ideas, institutions, and political behav-
ior (e.g, by political parties). At root the structure versus
agency debate in social science (Archer, 2000) is at the
heart of the issue: Individuals operating in (structural)
contexts, individually or collectively, help to determine
outputs and outcomes.

While ideas versus institutions has long been a talking
point in policy analysis (King, 1973; Heidenheimer e 4/,
1975), these inputs produce outputs in the form of public
policy. Implementation concerns the process by which such
outputs (e.g,, laws; an organization’s objectives) are trans-
lated into social outcomes. For example, health policy may
concern the creation of a publicly funded national health
service (NHS). The effect of the NHS upon access to
services and health inequalities (for example) occurs as a
result of how, where, and when the policy is implemented.

It1s possible to have good policy but bad implementation
and vice versa (Paton, 2007: Chapter 5). The former may
occur when policy 1s designed (and enacted) rationally, but
without taking into account opposition that later 1s mobi-
lized effectively during the implementation phase. The

latter may occur when policy is enacted after significant,
possibly debilitating, compromise, but then implemented in
a straightforward manner, as all opposition has already been
taken into account.

Regulation 1s a means of seeking to achieve goals and
objectives though a process of implementation, which
occurs through self-modification of behavior in response
to external rules rather than by direct command and
control. Clearly, this is a pertinent issue in health policy,
where international trends overtly embrace the new gov-
ernance through regulation rather than direct control. The
recent reorganization of the UK Department of Health
(Greer, 2007) (which administers the English NHS but not
those of Scotland, Wales, and Northern Ireland) reflects
the creation of many quangos (external public agencies)
allegedly to replace direct control by government.

There are, broadly, three systems of governance for
implementing health policy. Firstly, there is what econo-
mists call by the catch- all term of hierarchy (i.e. one word
as an alternative to markets) but which may be better
described, on examination, as classical bureaucracy or —
not the same thing — planning. This is sometimes
described as command and control. Often this has pejora-
tive overtones, but it need not: Bureaucracy has advan-
tages in both normative and practical terms. These may
include equity, consistency, and transparency (normative)
as well as an ability to rationalize systems, reduce inap-
propriate discretion, and minimize unintended outcomes
from local action (practical). Furthermore, the term hier-
archy may be inappropriate to describe planning, in
health care at least The latter may eschew the market
(see below), but allow considerable devolution of respon-
sibility in meeting goals (Paton, er al, 1998; Paton, 2007).

Secondly, there is the market. Many countries have
recently sought to use both market incentives within the
public sector (Paton e 4/, 2000) and private provision to
reshape their health-care systems.

Thirdly, there is guild self-regulation. This approach
has historically existed in central Europe and also some
countries in Latin America as the basis by which the
government guarantees access (national health insurance)
but providers, payers, and professionals self-regulate to a
large extent, often in the context of a corporatism in which
quasi-official, nongovernment agencies manage agreement
about pay, the prices of services, and market entry.

It has been argued that providers (especially profes-
sionals) have knavish as well as knightly tendencies
and that guild self-regulation requires both an assumption
of altruism (Le Grand, 2003) and the assumption that
providers respond to the correct signals in supplying
services. Generally policy advocates such as Le Grand
(2003) suggest the market as the answer. Yet it is vital to
examine what happens when politics meets economics in
market-driven health systems, which notoriously produce
perverse results (Paton, 2007).
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Furthermore, hierarchy, or command, need not be based
on the assumption that providers (and managers in health
care) only behave in a self-interested (knavish) manner.
Planning approaches in health care, with official targets,
may be a means of coordinating altruistic public service as
well as providing material incentives for compliance.

Clinical networks, bringing together professionals from
different institutions, may (for example) require both
(internal) coordination and (external) compatibility with
wider policy and managerial objectives. To replace these
with atomized market incentives may encourage knavish
behavior rather than channel it.

In terms of global health policy, we have the paradox
that the ideology of the market sometimes continues to be
on the ascendant but that its effects upon implementation
are complex and often perverse (Segall, 2000; Blas, 2005).

Policy in Practice

The seemingly random interplay of ideas, groups
organized around ideas, interests or advocacy (combining
both values and interests; Hann, 1995), and opportunities
for policy decisions leads us to the garbage can approach
(Cohen er al., 1972). Policy now seems an arbitrary mess.
And it may be, at one level or for some of the time.
Agendas are successful, in this approach, not because of
rationality but because of time or timing and chance
(Kingdon, 1984). Policy, politics, and problems are sepa-
rate streams rather than components of a rational process,
and only when they flow together is policy created. This
might, for example, be when politicians seize an answer
(Le., a policy) because it is available, trendy, and (coinci-
dentally rather than logically) seemingly an answer to a
problem that is perceived to be pressing.

The question then arises: If policies emerge haphaz-
ardly, one after another, how is policy rationalized, if
indeed it is, to ensure that the aims of the state are realized
or that policy outputs, at least to a minimal extent, achieve
the social outcomes required for both the legitimacy of
the state and the requisite stability of institutions? This 1s
a more fundamental question than one about the aims of
government. Clearly individual governments’ aims simply
may not be realized. Nor should one assume that there
is some teleology or functionalism favoring the aims of
the state.

My argument is a different one, which can be illu-
strated from health policy. An institution such as the
British NHS is only politically legitimate and economi-
cally viable if it satisfies several conditions: Investment in
cadres of domestic workers occupying salient niches in
the international economy; acceptability to the demand-
ing middle classes, in terms of both quality and financial
outlay (ie., comparable to what they would pay if only
insuring themselves); and fulfillment of its egalitarian

founding mission at least to the extent that it seems
worth the moral bother of protecting in the first place.

How can action by the state or its agents seek to fulfill
these conditions? How in other words does the political
realm ensure the compatibility of social institutions (such
as the NHS) with economic reproduction? This is the
crucial question for the sustainability of public health
systems in the era of global capitalism.

There 1s no inevitability here. The state may act effec-
tively to square the circle — not just of competing social
demands in the conventional sense, but of the competing
agendas listed two paragraphs above. If it does not or
cannot — for example, if a country’s public health service
does not satisfy employers’ needs and demands for healthy
employees — employers will seek to finance their own
occupational health. If doctors fail to cooperate at least
adequately to prioritize the outputs and outcomes that the
state requires, then either they will be coerced into doing
so within the NHS or they will be disciplined by market
forces outside the NHS, as corporations take responsibil-
ity for health care on a sectional basis (perhaps taking
advantage of European Union law).

What this does, then, is give governments that are sym-
pathetic to preserving at least publicly financed health care
an interest in ensuring that the state coordinates policy at
the end of the day, so that a complex amalgam of aims can be
furthered. There is in practice a major conflict between the
garbage can that produces continual waves of incompatible,
media-driven policy, mostly in the developed world (Paton,
2006) or policy distorted by the predatory state (Martinus-
sen, 1994), mostly in the developing world, on the one hand,
and the need for effective coordination, on the other hand.

The latter means tight control of resources given the
ambitiousness and complexity of aims, which means polit-
ical centralism against all prevailing rhetoric. Most devo-
lution and decentralization in state-dominated health
systems is devolution of responsibility for functions, not
devolution of power. Again, we can see that, in order to
explain public policy outputs, we have to consider, respec-
tively, the backdrop of political economy; social power;
the structure of the state and political institutions; and
how individuals, groups, interests, and classes behave in
the context of the structures they must use.

For example, Allison’s (1971) Model 1 posits a unified
executive pursuing the national good, having been devel-
oped empirically to explain the U.S. government’s behav-
1or during the Cuban missile crisis. It is therefore a kind of
grounded theory that is context-specific, and therefore
the model may be less suitable for wider explanation of
social decision making, interest-group politics, and power.

The challenge is to incorporate different explanatory
factors at different levels of analysis. These levels can be
considered to be a hierarchy in that there is a move from
the underlying to the immediate in terms of their causal
nature as regards policy outputs, but this is heuristic
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rather than wholly empirical. It is important not to be too
rigid about (for example) what is undoubtedly a two-way
relationship between political structure and social power:
The latter will exert itself, except in exceptional circum-
stances, through different forms of structure, it is true; but
the former’s mode of channeling power may alter the
nature of that power in so doing.

For example, the medical profession was powerful, as a
stratum within a social and economic elite in the 30 post-
war years of the last century, in both the United Kingdom
and the United States. It was capable of exerting its power
through the then very different political institutions of the
United Kingdom and the United States. In the centra-
lized, executive-heavy UK with (then) a political culture
of insider networks that were relatively invisible (like all
effective power!), an implicit bargain was made through
informal channels between the state and the profession
(Klein, 1990), which meant a symbiotic relationship in
governing the NHS. In the United States, with its decen-
tralized interest-group politics as the stuff of the system,
the profession preserved its power using different institu-
tions in different ways, primarily by blocking reform (in
the way that the insurance industry did with the Clinton
Plan in the 1990s (Mann and Ornstein, 1995; Paton, 1996),
by which time it had replaced the now toothless tiger of
the American Medical Association (AMA) as the lobby
feared by reforming legislators).

The question that arises is: Is power economically rooted
at base, with the decline in the AMA’s — and the wider
medical profession’s — power caused by a surplus of doctors,
on the one hand, by comparison with the 1950s and 1960s
(when access to health care was extended by government,
and the medical profession’s fears of socialization were
shown to be ideological rather than economic), and by
new corporate approaches to purchasing and organizing
health care for their workers, on the other hand?

There is clearly truth in this. Yet it is not the whole
story. The centralist UK political system was capable of
more systematic reform — including the creation of the
NHS itself — than in the United States, when the UK state
was governed by a strong political party with clear
and comprehensive aims, in other words, majority rule
rather than the passage of policy by the painstaking
assemblage of winning coalitions in the legislature. The
latter creates a mobilization of bias (Schattschneider,
1960) away from comprehensive or rationalist reform as
opposed to incremental reform, which in turn alters
mindsets and limit ambitions. That is, structures can
have cultural and ideological effects.

It is important to study an issue such as health
policy over a long enough period (subjectively, about
20-30 years, in today’s world) to allow different eras to
register and therefore the changing salience of different
explanatory factors in public policy. In a nutshell, the
1970s was the era of political structures, as the prevailing

political economy was nationally based; the 2000s are the
era of political economy, as capitalist globalism reduces
the salience of nations and their institutions.

In other words, political economy is at the top of the
hierarchy of salient factors in delimiting and explaining
public policy. It sets the background, environment, and
constraints. Depicting a regime in political economy
shows how the state and other elements of the polity
come together to steer the economy in a particular way.
It 1s Marxist, in that it prioritizes economic production,
situates political viability and legitimacy in terms of the
political economy and has crisis as the motivation to move
from one type of regime to another (for example, from the
Keynesian national welfare state to the Schumpeterian
workfare state, in the language of Jessop (2002)). It is,
however, post-Marxist or non-Marxist in that regimes
vary within capitalism, that is, a regime is less than a
mode of production in the Marxist sense.

Institutions and political structures shape behavior,
partly by channeling rational behavior (ie., institutional
rational choice) but also by changing cultures and expec-
tations, which feed into future ideas for policy, reform, or
whatever, as outlined above. For example, in the United
States, the failure of successive attempts at federal health
reform, foundering on the rocks of established structures
and interests inhabiting them, has lowered expectations
for future action on the part of many reformers even
without them realizing.

Power is exerted, that is, through institutions overtly and
covertly, but the latter equates neither to Lukes’ (1974) nor
to the poststructuralist vision of dialogues that are enclosed
and arbitrary. Loss of ambition in reform ideas is a fatalism,
in this sense, rather than a false consciousness, perhaps
because elites are systematically lucky (in Dowding’s
(1990) arresting oxymoron). In the end, it is just that, an
oxymoron, because — with reflexivity of actors and even of
passive public(s) — those who are systematically lucky are
likely to go beyond luck, i.e., to build on it in a deliberate
strategy to maximize their instrumental power.

Political structures and institutions vary between
countries (as well as sub- and supranational levels). Thus
executives vary in structure, scope, salience, and power,
within the political system in general and state in partic-
ular. Regimes are more than governments and less than
state systems. In health policy, regimes embody the pre-
vailing orthodoxy in ideas (or ideology) as adapted to, and
amended by, political institutions and social structures.

Policy for Financing Health Care and
Structuring Health Systems

We can illustrate how health policy reflects a variety of
different influences by examining how health systems
may be financed and governed.
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Financing Options

The main options for financing health care (ranged along
a continuum from private to public) are as follows:

1. private payment (out of pocket), including partial pri-
vate payment, i.e., co-payments (coinsurance or deduc-
tibles) (coinsurance means the consumer paying a
proportion of the cost, e.g., 20%; a deductible means
the consumer paying a fixed amount on each claim,
e.g., £50)

2. voluntary private insurance, including partial versions
(e.g., supplementary and complementary insurance, to
be discussed below);

3. statutory private insurance regulated by the state
(including partial versions such as substitutive insur-
ance, meaning — in this option — mandatory private
contributions by certain categories of citizen (generally
the better-off) toward core rather than supplemen-
tary or optional health services. That is, everyone is
covered, but the better-off pay a form of insurance that
is obligatory;

. community pooling;

. public/social insurance;

. hypothecated (earmarked) health taxation;

. general taxation.

e VRN

Assessment of Options Against Criteria

A specific policy analysis would assess options, one by
one, against identified criteria and (perhaps) incorporate
a weighting procedure to rank the options. From the
viewpoint of understanding how policy is actually made,
however, this would only be part of the picture.

It might constitute an attempt at rational policy
making, that is, an attempt to provide a basis for scientific
consensus among the key actors holding power in either
the policy process generally or government in particular.
Alternatively, it might seek to build in to the criteria for
judging options (or even, to the options themselves) prag-
matic or political factors (such as the political feasibility
of an option in a particular political context).

Either way, it 1s important to be explicit about the
range of factors likely to affect a policy’s success as regards
both enactment and implementation (i.e., outputs and
outcome, respectively), as explored in the sections titled
‘Explaining public policy’ and ‘Policy in practice’. Other-
wise, there is a divorce in the policy dialogue between
what might be termed technocrats (such as economists),
on the one hand, and political scientists on the other.
The divorce between such worlds is often responsible
for extremes of optimism and disillusionment, respec-
uvely, in assessing policy ex ante and ex post, as with recent
health reform programs in England, for example.

Governance

There are fundamentally three categories of system:

1. statist systems;

2. market systems (whether private, public, or mixed);

3. self-governing systems (with varying degrees of state
regulation) (Arts and Gelissen, 2002), in which either
guilds or organized functional interests or networks (of
providers, financiers, and employees) organize the
delivery of care.

Statist systems have replaced the market with public
planning, whether it is dominated by politics, the public, or
experts. Market systems rely on either private markets that
have evolved historically or on the creation of market
structures and incentives within (formerly) publicly plan-
ned systems. Self-governing systems are systems where
central state control is limited or weak or both, but
where guild-like relationships rather than market relation-
ships between key actors predominate. For example, physi-
cians’ associations, insurers’ associations, and the state
will thrash out deals in a corporatist manner, with corporat-
ism meaning (in this context) the institutionalization of
major social interests into a reasonably stable decision-
making machinery overseen by — but not dominated by —
the state.

Clearly most advanced health-care systems are hybrids
in varying degrees. The question is whether the degree of
hybridity is dysfunctional or not, ie., whether cultures
and incentives are adequately aligned throughout the
system.

Using the language of incentives, it is important to
distinguish between macro and micro incentives. Statist
systems, for example, are generally good (often too good!)
at macro cost control; their record in terms of micro-level
allocations (e.g., to providers or clinical teams) to achieve
objectives is variable (a statement that should be taken at
face-value; some are good at it; others are not). Those
systems that allow meso-level planning authorities, such
as regions, to avoid the excesses of both central control
and local capture by unrepresentative interests, often have
the capacity to square the circle in terms of incentives, as
long as attention is paid to steering the system to achieve
desired outcomes.

While all systems are likely to be hybrids, it is impor-
tant to ensure that the dominant incentives, geared to
achieving the most important objectives agreed by gov-
ernment on behalf of society, are not stymied by cross-
cutting policies with separate incentives. This has been an
occupational hazard of (for example) England in recent
years, arguably, with four different policy streams vying
for dominance: The purchaser/provider split inherited
from the 1990s’ old market and deepened by the creation
of Primary Care Trusts; local collaboration as an alleged
third-way alternative to state control and markets; central
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control through myriads of targets; and the new market of
patient choice implemented alongside payment by results
(Paton, 2005a, 2005b).

In consequence, in considering structures, attention
ought to be paid to the central structure, ie., how the
political level is and is not distinguished in terms of
governance from the top management, ie., health execu-
tive level. There is no one answer (again, as the United
Kingdom and especially England’s volte faces on whether
or not health ought to be managed strategically at arm’s
length from government or not probably show). Never-
theless, the question ought to be considered in terms
of roles and functions of the different levels within a
coherent governance structure: [s the system capable of
articulating consistent policy?

The Politics of Policy Analysis and
Policy Outcomes

Policy studies have evolved the term path dependency
to illustrate how historical choices create paths that
constrain (although do not necessarily determine) future
options. This is sometimes allied with the concept of the
new institutionalism, which is actually just a way of
emphasizing that agency, ideas, and ideologies are only
part of the picture.

For example, policy debates vary from country to
country — say, in terms of how to reform health services
or with regard to the best type of health-care systems —
for reasons that do not involve only the cultural relativism
of ideas. There are relauvely universal typologies
of health-care systems, analyzed along dimensions such
as how universal coverage is, how comprehensive ser-
vices are, and how payment is made. Yet these debates
are handled very differently, with different results, in
domestic policy communities in different countries, even
when these countries might seem fairly similar in global
terms (e.g, France, Germany, Switzerland, Sweden, and
the countries of the UK). Political institutions and
their normal functioning constrain and direct policy
(Paton, 1990).

The field of policy studies also analyzes how differ-
ent policy communities and networks (both insider and
outsider) influence policy. Even in an era of globaliza-
tion and (in particular) global capitalism, “global policy
debates arrive at local conclusions.” This observation
was made by political scientist Hugh Hedo in comment-
ing on a book by Scott Greer (2004), which explores
how — even within the United Kingdom — territorial
politics and local policy advocacy after devolution have
produced diversity within the UK’s National Health
Services. This is such that one can now talk about
four distinctive NHSs (England, Scotland, Wales, and
Northern Ireland).

To make an analogous observation, a rational approach
to policy analysis may seek to combine (for example)
universalism, comprehensiveness, and prepayment (whether
by tax or insurance) in different ways. In the abstract,
there may be little to choose, for example, between a
rationally designed NHS and a rationally designed social
insurance system.

Yet the proof of the pudding is in the political diges-
tion. How viable a system is in practice depends not just
on technical factors such as efficiency (which are rarely
only technical, in any case), but also upon how the politics
of both policy design and policy implementation play out.
It could be argued, for example, that England’s confused
and overloaded health reform agenda is destabilizing its
NHS, unlike, say, in Finland. Or that France’s social
insurance system is being adapted to reap the benefits of
an NHS-type system. Globalization constrains, but policy
and implementation are affected by politics and political
structures. As a result, whether or not a system is viable in
the global era depends upon practice as well as theory.
For example, is an NHS capable of spending money
efficiently and effectively enough to make the requisite
taxation rates for a comprehensive service viable? The
answer, in theory, is yes. The answer, in practice, is we
do not know until we have examined if and how dif-
ferent policy objectives, and policy strands, are rendered
compatible (Paton, 20006).

The Politics of Health Policy in the
World Today

In order to analyze health policy, it is necessary to analyze
politics in health, a better phrase than the politics of health.
That 1s, while there may be certain respects in which the
politics of health is unique to health, it is generally true that
the effect of general political factors upon health, health-
care systems, and the delivery of health care is more signifi-
cant. In other words, political economy (both national and
international), political structures, and political systems
condition health-care systems and indeed the prospects
for health.

Control and conflict over resources for both health and
health care put health at the center of politics. Consider
also the role of the state. Moran (1999) has talked of the
health-care state, with echoes of the welfare state, and
the implication both that the state affects health care (and
health) and that health-care systems in turn affect the
state and political life more generally. The traditional
concerns of political science — ranging from normative
political theory (concerning the nature of the good soci-
ety and the role of the state) to both analytical political
theory and public administration analyzing the nature of,
distribution, uses, and consequences of power — are fairly
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and squarely replicated in analyzing the field of health
and health care.

Political history is also important. The twentieth cen-
tury saw the expansion of health systems, often (especially
in the developed world, including the communist block,
but also in much of South America) into universal systems
(e, open to all) if not always fully comprehensive (ie,
covering people for everything). (The United States was a
notable exception.) This in itself reflected the politics of
the twentieth century in which (from a Western perspec-
tive) Jaissez-faire gave way to the interventionism of either
social democracy or at least increased government activ-
ism. While this may seem like a characterization of the
developed world, in the developing world, the expansion
of schemes of health insurance in South America and the
export to colonies and ex-colonies in Africa and Asia of
health-care systems from the developed world make it a
broader picture.

Health Sector Reform

The logic of globalization has been transmitted directly to
the world of health policy (even if the detail that emerges
is politically conditioned). For example, a think tank of
leading businessmen from multinational corporations in
Europe in the mid-1980s, setting out just this rationale
(Warner, 1994), had as one of its members a certain
Dekker, from the Phillips group in the Netherlands,
who also chaired the Dutch health reform committee
leading to the Dekker plan of 1987 (which was partally
implemented over the 1990s albeit in a restricted form).

The Dutch model of managed competition became
the prototype for reform of Bismarckian social insur-
ance schemes in Europe and beyond (including South
America), as well as for the failed Clinton Plan in the
US (Paton, 1996). The UK model of internal markets and
purchaser/provider splits in tax-funded health systems
became the prototype for reform of NHS and government
systems both in developed and developing worlds. It was
devised by right-wing political advisers and politicians
who advocated commercialization in the public sector.
This model (shared with health sector reform in New
Zealand) even became the prototype, somewhat incredi-
bly, for health system reform in the poorest countries of
Asia and Africa. Later in the 1990s and early 2000s, the
World Bank sought to broaden the framework by which
reform ideas and criteria were assessed, but the watch-
words were still competition, market forces, and
privatization.

The World Health Organization has sought a broader
basis for evaluating (and therefore, implicitly, exporting)
health system reform. The WHO (2000b) has sought to
evaluate health systems around the world by a variety of
criteria, including quality, cost-effectiveness, acceptability
to citizens, and good governance. The World Bank’s

approach, as stated, is heavily influenced by the neoliberal
economic agenda applied to health and welfare, an agenda
itself influenced by public choice theory (Dunleavy,
1989), especially purchaser/provider splits between
buyers and sellers of health services, managed competi-
tion, and quasi-commercial providers.

The assumption is that publicly funded health care has
to be delivered more efficiently, or cheaply, and has to be
more carefully targeted. In Western countries such as
the Netherlands, the latter could be done by advocating
publicly funded universal access for a restricted basket of
services (i.e., universality but not comprehensiveness).

In the developing world from the 1980s onward, usually
under the aegis of multilateral agencies such as the World
Bank and bilateral aid departments such as Britain’s Over-
seas Development Administration (which became the
Department for International Development in 1997),
Western policies promoting market forces in health
care have been advocated and partially implemented.
In other developing countries, the watchword has been
decentralization, but the political intention has fre-
quently been both to limit the role of the state in health
care and to make communities more responsible for their
own health (which sounds culturally progressive but is
likely to be fiscally regressive).

As for the whole world, the key question for developing
countries is: How is better health (care) to be financed?
The options range from private payment through private
insurance, through community self-help or cooperative
activity, through public insurance, to national systems
financed from government revenues, whether operated
from the political center or from devolved, decentra-
lized or deconcentrated agencies. (The last refers to field
agencies of the central government.) In developing
countries, the infrastructure for modern tax-based or
national insurance systems often does not exist.

Moreover, the decline of tax and spend in the developing
as well as developed world means that third-way solutions
(meaning neither traditional state or fully public services
nor unregulated markets) are also sought in the third world,
irrespective of the names or slogans used. In health, the
poorest countries have focused upon building social capital
(as in the West): Communities, with aid from bilateral and
mululateral agencies as well as nongovernmental organiza-
tions (NGOs), have sought to create mutual or cooperative
local (informed) insurance schemes.

The priorities for investment in health are often set
through a mixture of expert-based needs assessment and
local choice via rapid appraisal of local people’s needs.
Not surprisingly, this offer leads to a focus upon the
key determinants of public health such as sanitation,
immunization, reproductive and sexual health (embracing
maternal and child health), and so on.

Regarding access to more expensive and acute or sec-
ondary health services, the key issues are the availability
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of pharmaceuticals at affordable prices (with both state
and market solutions such as parallel imports being
attempted); the provision of integrated primary and sec-
ondary care, often through actually siting primary care
facilities at hospitals; and the charging policy of public
hospitals (i.e., should they be free, should they implement
user charges, and if so, how can equity be protected?).

Politics 1s important in all of these areas. For example,
if the private sector in hospital provision is encouraged,
it may undermine public hospitals’ ability to raise revenue
from user charges for better-off patients.

The Changing Capitalist State and Health
System Reform

Paradoxically, the capacity of the health-care state (Paton
et al, 2000) is increasing in proportion to the complex-
ity of social regulation, while the state’s autonomy from
economic interests 1s diminishing. Either the new man-
agerialism (Le, business systems to replace public ad-
ministration (Exworthy and Halford, 1999) or direct
politicization of public sector targets (Paton, 2006)) is
used 1s to seek to tailor health services to both economist
needs and economically filtered social needs. Use of the
central state to extract maximum additional surplus value
for private business from health-care provision can reach
its apotheosis in the NHS model. Two paradoxes there-
fore arise. Firstly, the most progressive and egalitarian
model for health services (the NHS model) is also the
most easily subverted. (The central state can be used and
abused.) Secondly, where the NHS model is off the polit-
ical agenda (as in the United States) because of a pro-
business ideology, the surrogate policy for taming health
care in the interests of business (i.e., managed care) is
much less cost-effective.

Consider the hypothesis that state-funded health ser-
vices (such as the NHS) are a cheap means of investment
in the workforce and the economy. If firms derive extra
profit (surplus value) as a result of healthier workers that
is due to social spending, then that extra profit can be
thought of as the total extra income minus the costs of the
social spending (e.g., corporate tax used to contribute to
the NHS) that firms make. The residual — the extra profit—
is composed of two elements: The contribution that
workers make to their own health-care costs and social
expenses (e.g., through tax), which increases their produc-
avity and firms’ profits; and the exploitation, 1.e., surplus
value extracted from, for example, health-care workers.
This latter element, if it exists, derives from the incomes
of health-care workers being less than the value they
create, i.e., the classic Marxist definition of surplus value.

It might be objected that governments do not plot
such a scenario or situation. But sociopolitical pressures
help to produce such an underlying reality. The chang-
ing socioeconomic structure of Western societies, and

the international class structure produced under global
capitalism, leads to pressures on publicly financed health
systems. This is inter alia because more inequality and
more complex differentiation of social structures leads
to different ability and willingness to pay tax and/or
progressive social contributions on the part of different
strata. Either private financing of (say) health care will
increase or public services will have to please affluent
consumers and satisfy corporate expectations for their
employees, as well as investing in health on behalf of
the economy’s needs. The latter may not be equitable,
if equity means equal access to services on the basis
of equal need. Put bluntly, health-care consumption
demands by the richer and investment in the health of
skilled, scarce employees, will conflict with egalitarianism
in health services.

Greater social inequality plus the absence of a left-
of-center electoral majority thus puts pressure on egali-
tarian policy and institutions such as an NHS available
to all irrespective of ability to pay. Attempts to defend
such a service tend to be forced onto the terrain of
economic justifications, to the argument that international
competitive advantage requires a healthy workforce. But
the workforce is not the same as the whole of society.
Nor is a post-Fordist workforce (i.e., a national class
structure shaped by international capitalism) an undifter-
entiated structure: Some workers are more equal than
others when it comes to prioritizing health for economic
reasons. It is here that arguments about social capital are
sometimes used: A healthy workforce requires a healthy
civil society. But this in turn may be a zero-sum game
between regions and communities.

At this point, it is worth bringing in the classic Marxist
dispute about the nature of the state: Is it a (crude)
committee of the bourgeoisie and does it manage the
long-term viability of capitalism; or is it an area of hege-
monic struggle. In health and health care, what would the
rational capitalist state do?

If the state is the rationalizing executive board of the
capitalist class, one can imagine the board’s secret minutes
saying, it makes economic sense for us for the state to fund
and provide health care. That way, we will pay less than if
we directly provide health benefits for our workforce,
company by company or industry by industry. It makes
sense because taxation is less progressive than it used to be
(so workers pay more; we pay less); the state can force
hospitals and other providers to do more for less, ie.,
exploit the health workforce to produce additional sur-
plus value for most of us; and the said public services can
invest in the productive using allegedly technocratic
means of rationing.

At this point, however, if the country’s health-care
providers were private, for-profit concerns, they might
object, on the grounds that the broader interests of
(the majority of) capitalists went against their interests,
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namely, to derive as much profit as possible from a gener-
ously funded health system (broadly, the U.S. position).
Equally corporate insurers in the United States resist a
single-payer or statist model. Note that such a situation
does not pertain in the United Kingdom, with the com-
mercial sector in health care being less economically and
therefore politically salient and essentially content with
marginal income from the NHS (important as that is in
its own terms). Additonally, leaving investment in the
workforce to individual firms means a system whereby
there is a problem of collective action: Firms will not do it
for fear of simply fattening up workers who then move to
another firm; or rather, they will only do it in order to
recruit and retain the most valuable workers. Again, this 1s
broadly the U.S. situation.

On the other hand, if the state finances and provides a
common basket of health services for all (the European
model), mechanisms will have to be put in place to limit
that basket and to increase productivity in its production.
This will mean that wider benefits will be sought privately
by individuals or employers. This, very broadly, is the
agenda driving European health system reform.

If the state is more than a committee of capitalists
(whether with or without the health-care industry)
then ironically the hard-nosed longer-term agenda of
competitiveness may be easier to implement; hence the
continuing viability of the British NHS on economic as
opposed to ethical lines, rather than the messy and expen-
sive U.S. system. (Note how New Labour — in defending
the NHS — points to how European social insurance taxes
business directly.)

The choice between state health care to promote selec-
tive investment rather than equitable consumption is
glossed over in the rhetoric of the third way, whereby
the former becomes social investment and the latter is
downplayed either as old tax and spend or as failing
adequately to emphasize health promotion, and so on.

Opverall, the state in the developed world balances the
claims of individual firms, the overall capitalist system
and particular laborist or welfarist claims. But in today’s
international capitalism, securing inward investment is
the crucial imperative. Health policy is not determined
by political economy, but it is influenced and constrained
by it. This occurs in two ways: It affects the money
available and its distribution, and policy regimes (asso-
ciated with regimes in political economy) influence gov-
ernments and policy makers, with policy transfer across
ministries.

Conclusion

This article has defined and explored public policy,
applying general concepts to ensure that health policy is
not treated in too exceptional or parochial a manner. It

has gone on to explore some of the complexities in making
(and understanding) policy and in implementation.

Policy analysis can be defined in two ways. The first
is the systematic but normative examination of situa-
tions and options in order to generate choice of policy.
The second is the academic analysis of how policies
originate and where they come from; who and what shapes
them; how power is exerted; and what the consequences
or outcomes are.

There is often confusion between those two domains
both in theory and in practice, perhaps based on the
fact that the two meanings are linked psychologically
if not logically. Analysts and advocates who wish to find
an analytical basis for policy choice (first domain) often
have a subconscious picture of the policy process as
rational. That is, they assume there is some basis through
which evidence can create consensus as a direction or a
decision.

Yet the reality is often that interests, ideologies, or both
determine policy choice. These choices (by individuals,
groups, or classes) may be rational in that the means are
chosen (the policies) for the ends or goals. It is just that
there is no scientific basis for adjudicating among ends,
especially now that teleologies such as Marxism do not
hold sway and would-be universal values such as capitalist
liberalism are revealed to be partisan rather than universal.

That 1s, health policy, like public policy generally, is
made as a result of the interplay of powerful actors influ-
encing politicians to make decisions (politics), on the basis
of policies that are available and currently salient, either
because they are trendy or because they are seen as
convenient solutions to those problems that currently
dominate agendas. Rationality, in the sense of evidence-
based tailoring of means to ends, is only consensual if the
key decision makers agree as to ends. This may occur if
there is wide and genuine social consensus, or — a very
different state of affairs — if those who disagree are
excluded from a powerful role in the policy process.

In health policy, as in other spheres, we see — locally,
nationally, and globally — that orthodoxies wax and wane
over decades. (For example, in what used to be called
Western countries, the era of public administration gave
way to the new public management in the 1980s, 1990s,
and beyond, with the latter subsequently being influ-
enced in a harder market direction by both globalization
per se and the mission of supranational block such as
the European Union.) We may call these orthodoxies
policy regimes. They are regimes because they combine
elements of the dominant political economy and the
(usually related) current political orthodoxies ie., they
are more than just a policy yet less than an evidence-
based certainty.

See also: Agenda Setting in Public Health Policy; The
State in Public Health, The Role of.
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Introduction
Definitions

The public policy process, in simplified form, can
be understood as a sequence of four phases: agenda
setting, formulation, implementation, and evaluation.
Agenda setting is the first phase, the issue-sorting
stage, during which some concerns rise to the attention
of policy makers while others receive minimal attention
or are neglected completely. The importance of this
phase lies in the fact that there are thousands of issues
that might occupy the attention of policy makers, but
in practice only a handful actually do gain their
consideration.

Research in this field investigates how issues emerge
on the policy agenda, defined (Kingdon, 1984, p. 3) as ‘the
list of subjects or problems to which governmental offi-
cials, and people outside of government closely associated
with those officials, are paying some serious attention at
any given time.” Kingdon (p. 4) distinguishes between
the governmental agenda, the list of subjects that are
getting attention, and the decision agenda, the subset of
issues on the governmental agenda that are ‘up for an
active decision.

Agenda Setting and Priority Setting

The subject of public policy agenda setting has inspired
considerable research, but little of that is in the field of
public health. There has been much greater attention
in public health scholarship to a concept that is related to
but distinct from agenda setting: priority setting. While
those investigating priority setting in health have studied
how scarce resources are allocated among health causes,
their predominant concern has been how scarce resources
should be allocated, a normative issue. Often they are
motivated by uneasiness that resources and attention are

not fairly distributed. For instance, the Global Forum for
Health Research monitors resource commitments for health
research. It is committed to redressing what it calls ‘the
10/90’ gap — a concern that only 10% of the world’s re-
search funds are being applied to conditions of the develop-
ing world that account for 90% of the world’s health
problems (Global Forum for Health Research, 2004).

An assumption in much, if not all, of this research
tradition is that there are objective facts about the world —
such as the burden caused by a particular disease and the
cost-effectiveness of an intervention — that can be used to
make rational decisions on health resource allocation.
As Reichenbach notes (2002), one example of priority-
setting research is cost-effectiveness analysis, which seeks
to evaluate alternative interventions based on how much
health improvement can be purchased per monetary
unit. A second example is the disability-adjusted life year
(DALY), a measure of the number of years of healthy life
lost due to individual conditions, enabling comparisons
across diseases. Its developers have used DALY to identify
the ten diseases posing the greatest burden globally: peri-
natal conditions, lower respiratory infections, ischemic
heart disease, cerebrovascular disease, HIV/AIDS, diar-
rheal diseases, unipolar major depression, malaria, chronic
obstructive pulmonary disease, and tuberculosis (Lopez
et al, 2006). Researchers have also combined studies of
DALYs with cost-effectiveness analysis to inform a disease
control priority project that offers recommendations
concerning which interventions should be prioritized glob-
ally ( Jamison ez al, 2006).

In contrast to priority-setting research, inquiry on
agenda setting is concerned primarily with explaining how
attention and resources actually are allocated (although
agenda-setting researchers often are motivated by norma-
tive concerns). Central to their inquiry is an interest in
power. They investigate matters such as which actors are
able to put issues on the agenda, how they come to hold this
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Introduction

A health-care delivery system is the organized response of
a society to the health problems of its inhabitants (Van der
Zee et al., 2004). Societies differ significantly in the way
they organize their response, and because of this they
can be very well subjected to comparative analysis and
research. This article describes health-care systems from a
comparative perspective. It aims to answer the following
three questions:

® What do we consider a health-care system?

® Why do health-care systems differ and how can we
fruitfully group them?

® What health-care systems innovations can we expect in
the future?

What Is a Health-Care System?

Usually, health care is rather loosely referred to as a system,
without paying much attenton to the term itself. Terms
like sector and system are often used as synonyms, while
the phrase ‘health system’ is habitually little more than
shorthand for health-care (delivery) system. Philipsen
(1995), in studying the neighboring but very contrasting
health-care systems of Belgium and the Netherlands, noted
that the term system should not be applied too loosely.
Instead, for comparison reasons, he suggested using the
term system as an essential analytic tool. Referring to the
writings on systems of Parsons (1951) and Habermas (1981)
he indicates that systems have four typical characteristics:

1. Functional specificity — systems have shared opera-
tional goals;

2. Structural differentiation — systems have a distinct divi-
sion of labor between elements (persons, organizations);

3. Coherence among the composing elements — systems
are subjected to coordination, planning, and
organization;

4. Autonomy — systems are self-regulating to a certain
degree, notwithstanding open borders to other systems
(e.g, education, welfare, industry, legal system) and to
the general environment.

These four systems characteristics are not just present
or absent but vary in degree. Applied to health care,

Philipsen suggests that one health-care system can be far
more ‘systematic’ than another. In his two-countries com-
parison, he illustrates that according to the four charac-
teristics, the Dutch health-care system was more
‘systematic’ than the Belgian one (Philipsen, 1985).

Such observations will be very familiar to students
involved in comparative health (care) systems research.
Countries vary considerably in the degree of central
coordination of their health-care system, especially
regarding the weaker or stronger role of the state (e.g,
compare the UK and United States regarding coordina-
tion, planning, and organization). Also, the fuzzy bound-
aries between health care and social services make up, in
degree of autonomy, a distinctive system characteristic.
The boundaries between health and welfare are a notori-
ous impediment for comparative analysis, specifically
when studying health care for the elderly. So indeed, the
‘system’ concept and its features are a useful analytical
tool for understanding international differences.

Why Do Health-Care Systems Differ?

As noted, health-care systems are societies’ organized
response to their health problems. So logically, when
health problems vary between populations, it is likely
that also their health-care systems vary. This is very
obvious when contrasting health problems of countries
at different levels of income (low-income, lower-middle-
income, upper-middle-income, and high-income econo-
mies) (World Bank, 2007). Low-income countries are
faced with many problems that impede health directly
or indirectly. These include childhood diseases, negative
maternal conditions, HIV/AIDS, malaria, and tuberculo-
sis. Infectious diseases are the major cause of premature
deaths and reduced life expectancy. In developed
countries chronic diseases form the major causes of
death. Consequently, the health-care systems in these
two groups of countries are fundamentally different and
thus pursue different approaches to health care: in devel-
oping countries the focus is mostly on hygiene and pre-
ventive care, whereas in the developed world the
emphasis is on extensive curative care.

Besides observing such crude but evident health-
related systems differences one also can, at least among
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high-income countries, differentiate between types of
health-care systems that are »or grounded in essential
health problem differences. These systems differences
have more or less grown historically. The essential differ-
ence between groups of health-care systems in high-
income countries is grounded on their way of funding
and the degree of governmental (state) influence on
health-care delivery. Two typical groups are often dubbed
after their founding fathers: Bismarck (Germany) on the
one hand and Beveridge (UK) on the other. Bismarck, the
first chancellor of united Germany ‘invented’ social secu-
rity at the end of the nineteenth century and helped to
create and foster mutual funds (sick funds) to protect the
fund members against loss of income due to illness and
disability. The social security system is mainly funded by
earmarked, wage-dependent premiums. Beveridge, the
founder of the British National Health Service (NHS) in
1948, created a state-dominated, tax-funded health ser-
vices system for all British citizens that soon served as an
example for many countries all over the world. Beside
these two major types, two others should be mentioned.
One 1s the market-based American health-care system,
with limited government influence and funding. The
other is the full-blown opposite of this, the health-care
system in the former Soviet Union and its satellite
countries (the Shemasko model, named after its founder)
with strong governmental influence and extensive funding
(Marrée and Groenewegen, 1997).

In the following sections of this article we first go
deeper into the impact of societal transitions and the
impact on differences between low-income countries
and (lower and upper) middle-income countries on the

one hand, and high-income countries and their health-
care systems on the other (i.e., health care in a transitional
perspective). Then we further elaborate on the basic ele-
ments of the four types of health-care systems prominent
in high-income countries.

Health Care in a Transitional
Perspective

To understand current health-care delivery systems from
a longitudinal perspective three types of transition are
significant: (1) the socioeconomic growth of a society,
(2) its demographic expansion, and (3) its epidemiological
development (Figure 1). Modern societies developed
over the ages from agricultural economies through indus-
trialization to service economies (Van der Zee ¢t al., 2004).
They initially focused on survival and self-sustenance of
the smallholder and his extended family, but later on
developed into economies creating surpluses (wealth)
and added value to products that could be traded. Com-
monly, the surpluses of these trades were used to institute
new roles and occupations, which were not necessarily
productive. Typical examples are priests, soldiers, tax
collectors, and different kinds of healers. In this societal
transition the surpluses were accumulated over long per-
10ds, in which stages of prosperity alternated with periods
of hardship, due to war, food crises, and pandemics. As
societies further developed and modernized, more struc-
tures and institutions came 1nto existence that reduced
the health and social risks of daily life. The widespread,
kinship-based arrangements to cope with these risks were

Figure 1
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Health care and the societal, demographic, and epidemiological transitions. Adapted from Van der Zee J, Boerma WGW, and

Kroneman MW (2004) Health care systems: Understanding the stages of development. In: Jones R, Britten N, Culpepper L, Gass DA,
Grol R, Mant D, and Silagy C (eds.) Oxford Textbook of Primary Medical Care, vol. 1: pp. 51-55. Oxford: Oxford University Press.
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gradually supplemented and replaced by collective
arrangements (De Swaan, 1988).

In the wake of this societal transition a demographic tra-
nsition took place, as it proved no longer essential to have
many children as a provision against the risks of becoming
dependent on kin when growing old or living in poverty.
One of the later consequences was that fertlity dropped.

In Europe, by the end of the nineteenth century, social
security systems against loss of income due to accidents
and disabilities came into existence, first in Germany,
then later in other countries, including public pension
schemes several decades later. In addition to these collec-
tive arrangements, financial surpluses were the founda-
tions for economic growth and the expansion of
educational and health-care facilities, which also gener-
ated more services and typical professions such as tea-
chers, physicians, nurses, judges, lawyers, engineers,
architects, and so on. In Europe, premium collection and
taxes were the primary mechanisms and financial
resources for these collective arrangements.

In the course of this modernization process the epide-
miological transition took place, reflecting a gradual shift
from the sheer necessity to overcome malnutrition and
infectious diseases toward dealing with chronic diseases
(primarily affecting the elderly). Today, health-care deliv-
ery systems in high-income societies are largely focusing
on lifestyle diseases (obesity, diabetes mellitus), chronic
diseases, and the subsequent changing needs and demands
of an aging population. During the past century, in high-
income countries, a dramatic shift in the cause of death
has taken place, from infectious diseases and malnutrition to
cardiovascular diseases and cancer. Chronic disease deaths
now exceed mortality from infections and malnutrition.

In many high-income societies the societal, demo-
graphic, and epidemiological transitions took place dur-
ing the course of many years. This went together with the
coming into existence of more organized and institutio-
nalized ‘systems’ of care, which replaced earlier fragmen-
ted services of competing health professionals and health
institutions. In low- and middle-income countries we
often see, in a shorter time frame, incomplete and more
compressed transitions. This is manifested in less health-
care systems coherence (i.e, coordination, planning,
and organization). Organized health-care systems in
lower-income countries — in particular on the African
continent — were often copies of Western models and
were habitually implemented and enforced as part of the
colonization processes. In addition to this, many low-
income countries inherited from colonial occupation
health-care legislation that was not up-to-date. In the
beginning, organized health care, with a strong emphasis
on hospital care, was primarily oriented toward the mili-
tary, civil servants, and settlers. It was only later that
more community and primary health-care services came
into existence for the local population. Today, health

facilities are wusually unequally distributed usually
because of insufficient investments in human resources.
Lower-income countries have three to four times less
doctors and nurses than high-income countries per unit
of the population, which is evidence that human resources
is one of the most neglected components of health system
development (Breier and Wildschut, 2006; Hongoro and
McPake, 2004).

Access to clinical services is still primarily reserved for
limited groups (armed forces, civil servants, and wealthy
people). Health services are often organized through a set
of vertical programs, addressing specific health problems.
The advantage is that health-care delivery is assured; the
disadvantage is that service provision is often fragmented
and inefficient. Community health-care workers act as
first-line contacts of the health system in these countries,
where basic conditions for improving health often fail
(e.g., poverty, protection of mother and child, birth inter-
vals, education, basic maternity care, and immunization).
Major health-care providers are the state and nongovern-
mental organizations.

In upper-middle-income economies, such as in South
Africa, there is a high diversity of facilities with high-tech
private hospitals for those who can afford it at one side of
the continuum, and, for those who can’t afford it, unqual-
ified practitioners at the other, and everything else in
between. Existing social insurance arrangements are
mainly available and affordable for state employees (mili-
tary, civil service). For example, South Africa has imple-
mented mandatory insurance for civil servants, which can
be seen as the kernel of a future social health insurance
scheme. However, getting mandatory insurance for all
formally employed, or setting up an affordable model for
low-income beneficiaries, will take at least another
decade, as there are many political and practical hurdles
to tackle (McIntyre and Doherty, 2004). The ongoing
debate includes what such health insurance plans should
look like, for example, whether low-income countries
should have a voluntary insurance plan, a private one, or
a mix of both.

In low- and middle-income countries the bulk of
health-care expenditure has to come from direct house-
hold (out-of-pocket) spending, taxation, and deficit
spending. So what is often seen is a hodgepodge of facil-
ities and means of health-care provision, formal, as well as
informal, including a huge variety of traditional healers
paid out-of-pocket or in kind.

The coming into existence of a modern health-care
delivery system with a highly developed division of labor,
a high degree of structural complexity, and means for
coordination and planning requires extensive financial
resources. Only affluent economies are able to put suffi-
cient resources aside, and the extent to which these can
be generated for health care signifies a nation’s stage of
economic development. Indeed, there is a strong
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association between health and wealth, not only at the
level of the individual person, but on the macro level too.
Put another way, the richer the country, the more health
care is a ‘system.

As can be seen in Figure 2, the average life expectancy
is plotted against per capita income in a large number of
countries for the years 1900, 1930, 1960, and 1990, respec-
tively (World Bank, 1993). From the early 1990s (see
Figure 2), the highest health gain is found in the lowest
income range, where societies move from ‘poor’ to ‘less
poor.” The initial increase in life expectancy is mainly due
to reductions in infant mortality. But having reached a
certain level of prosperity, life expectancy tends to stabi-
lize. Evidently, in more affluent societies a point is
reached beyond which substantial growth of life expec-
tancy is unlikely to happen.

So, as Figure 2 also demonstrates, the wealth of a
nation has a major impact on health. At the beginning,
when the wealth of a nation increases, its level of health
improves, directly, by public health improvement, and
indirectly by schooling and the increase of income level
(in particular of mothers). Later, when economic wealth
has further increased, lifestyle and chronic diseases tend
to amplify. In affluent societies people are more likely to
manifest unhealthy behavior and, as people grow older,
the magnitude of chronic disease increases. Obviously, the
overall impact of wealth on health is not linear. And
because of this it is harder to improve on health in affluent
societies than in poorer ones (provided, of course,
resources for health care are sufficiently available and
adequately distributed).

Life expectancy (years)

30 | | | |
0 5000 10000 15000 20000

Income per capita (1991 international dollars)

25000

Figure 2 Life expectancy and income per capita for selected
countries and periods. Reproduced from World Bank (1993)
Investing in health, World development report 1993, p. 34.
Oxford, UK: Oxford University Press.

The relationship between health and wealth is also recip-
rocal. Economic growth and wealth improve health, but
good health stimulates economic growth as well. In mature
economies a successful health-care sector encourages skilled
employment, domestic production, building, and the con-
sumption of service goods. Wealth also defines health-care
targets. And again, the wealthier a nation, the more probable
it is that it has a systematic health-care system.

Four Models of Health-Care Systems:
Free Market, Social Insurance, NHS,
and Socialist

Typically, high-income countries are characterized by
public poverty and private wealth. There is an excess of
energy consumption with environmental pollution as a
resulting health threat. Pockets of relative poverty are
manifested at the dark side of society’s individualization,
leading to problems of anomy, loneliness (in particular
among the elderly), and suicide. Combating lifestyle-
related illnesses, cost containment, unequal health-care
access, preventing unnecessary or overtreatment, rationa-
lizing pharmaceuticals and providing a dedicated mix of
health and social services to the elderly are considered
major health-care policy issues in all high-income socie-
ties. In time there has been a gradual extension of curative
services from the wealthy to the population as a whole,
with emphasis on specialist/hospital care and primary
care as a counterbalance. Also, the focus has shifted
from preventive to curative services, and later on again
to preventive services (preventing lifestyle diseases).

Because of these similar health-care problems in high-
income countries their health-care systems look more or
less alike. They can be typified as mixed private—public
systems, however, their origins differ. Based on their fund-
ing and degree of state intervention four models of health-
care systems can be distinguished. These four models vary
on a continuum between health care seen as a commodity to
be bought on the free market on the one hand, and health
care as a public good or right, independent of a person’s
income, on the other.

Free Market Model

The free market model applies when the state conducts a
policy of noninterventionism and restricts its interference in
health-care matters to the bare essentials, leaving the rest to
private funding and corporate provision (e.g., health main-
tenance organizations, or HMOs). This is the typical situa-
tion in the United States, except for Medicaid (which is for
the indigent) and Medicare (for the elderly) state interven-
tons. Private insurance fills the gap to some degree, how-
ever, a large proportion of the US. population is still
uninsured against health-care costs or loss of income due
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to illness and disability. The basic (original) model of the
United States health-care system is a voluntary reimburse-
ment model, with four actors playing a key role (Hurst,
1992). First-level (general practitioners, or GPs) and sec-
ond-level providers (hospitals) deliver services to patients
who will be reimbursed for their medical bill, in part or in
whole. Patients pay a voluntary risk-related premium to
voluntary insurers, who reimburse them for medical
expenses. Typically, there is no, or minimal, interaction
between insurer and provider. Only the patient interacts
with both parties. The private reimbursement model has
two major drawbacks (Hurst, 1992). One is that it does not
have built-in incentives to restrict demand and supply.
Therefore, it is often accompanied by cost sharing. Another
drawback is that it does not have built-in mechanisms
to prevent inequities. For reasons of profit maximization,
private insurers have an incentive to select against poor
risks. Moreover, access to voluntary insurance is only open
to those who are willing or can afford to pay. This has
enormous consequences for health-care insurance cover-
age in the United States. Whereas the vast majority of the
Organisation for Economic Co-operation and Develop-
ment (OECD) countries have achieved universal health-
care coverage, the United States has the largest percentage
of citizens without government-assured health insurance.
The most recent figures show that, in 2005, 15% of the
population (nearly 45 million people) were without health
insurance. This varies between 8% for the population of
Minnesota, and 24% in Texas (US. Census Bureau, 2007).
This problem has been put on the political agenda again and
again, but sull has not seen any substantial improvements.

A second shortcoming is high spending. In 2004 U.S.
health-care spending as a percentage of GDP was 13.3%,
compared to 9.2% for neighboring Canada, and 8.1% for
the average industrialized (OECD) country (OECD,
2006). United States per capita health spending continues
to exceed per capita health spending in the other OECD
countries, by huge margins. In the period between 1991
and 2001, the U.S. average annual growth in health spend-
ing was 3.1, compared to 2.1 in Canada and 3.0 for the
OECD median. Despite managed care initiatives and
government attempts at regulation, costs keep increasing
in the United States (Anderson, 1997). Lack of (hospital)
budget control, fragmented and complex payment sys-
tems that weaken the demand side and excessive admin-
istrative overhead may account for the high health-care
spending (Reinhardt er 4/, 2004).

Social Insurance Model

The second health systems model is the social insurance
system, founded in Germany just over a hundred years
ago. Patients typically pay an insurance premium to the
sick fund, which has a contract with first-line (GP) and
second-line (hospital) providers. The role of the state is

restricted to setting umbrella terms for contracts between
patients, providers, and insurers. The social insurance
system is funded by premiums paid and controlled by
employers and labor unions. These, however, have little
inference with the provision of services, which is left to
the professions, specifically to the medical profession and
to professionalized care organizations (e.g., home nursing,
home help). Basically, continental European health-care
systems originate from the German social health insur-
ance model, founded at the end of the nineteenth century
by the German Chancellor Wilhelm Bismarck. Ear-
marked premiums were paid to a sick fund, which was
jointly controlled by employers and employees (labor
unions). From this sick fund health-care provision from
hospitals and from individual practitioners was paid.

For people with lower- and middle-class salaried
incomes collective and enforced arrangements are avail-
able (sick funds). Founded in Germany, the social security
model was quickly adopted by Czechoslovakia, and during
the Austrian-Hungarian rule, by Austria, Hungary, and
Poland. During the Second World War it was forced on
the Netherlands (1941), and later on it was adopted by
Belgium and France. The social insurance system sur-
vived two world wars and national socialism, and, in
essence, still exists, although in a modified fashion, in
Germany, the Netherlands, Belgium, France, Austria,
Switzerland, Luxembourg, and Japan. Formerly it existed
in other countries as well: Greece untl 1982, Italy
until 1977, Portugal untl 1978, and in Spain untl 1985
(Saltman and Figueras, 1997).

National Health Services (NHS) Model

The third model, typically found in the UK and Com-
monwealth nations, is the taxed-based National Health
Services (NHS) model. First introduced in 1948, it is
centralized and funded by means of taxation, while the
state is responsible for the provision of institution-based
care (hospitals). The medical profession has a rather inde-
pendent position. Self-employed GPs are the gatekeepers
in primary health care. Before visiting a hospital or a
medical specialist one needs a referral from a GP. The
NHS model leaves some room for private medicine. Until
1995 state hospitals and individual GPs were paid from
this NHS taxation.

Through processes of diffusion and adaptation, the NHS
model was first adopted in Sweden, and then by the other
Scandinavian countries: Denmark, Norway, and Finland.
At present, the NHS model applies to the United Kingdom,
Ireland, Denmark, Norway, Sweden, Finland, Iceland, and
outside Europe by Australia and New Zealand. Four
Southern European countries adopted the tax-based model
more recently: Italy, in 1978; Portugal, 1979; Greece, 1983;
and Spain, 1986 (Saltman and Figueras, 1997).
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Socialist Model

The fourth, most centralized systems model, the Soviet
socialist model, was invented by Shemasko, a Minister of
Health, and dates from 1920. It is characterized by a strong
position of the state, guaranteeing full and free access to
health care for everyone. This is realized by state owner-
ship of health-care facilities, by funding from the state
budget (taxes), and by geographical distribution and pro-
vision of services throughout the country. Health services
are fully hierarchically organized. They are provided by
state employees, planned by hierarchical provision, and
organized as a hierarchy of hospitals, with outpatient
clinics (polyclinics) as lowest levels of entrance. Among
the nations that, until recently, had a health-care system
based on the Soviet model were Russia, Belarus, the
Central-Asian republics of the former USSR, and some
countries in Central and Eastern Europe. Many former
Soviet Republics, however, are in a process of transition
toward a social insurance-based system.

The Cuban health-care system also underwent
shortages following the collapse of the Soviet Union. But
while Cuban secondary and tertiary care suffered from
the crisis, the well-functioning universal and equitable
health-care system from before the crisis remained largely
intact, due to the government’s support and grassroots
organizations-based networks of solidarity (Nayeri and
Lopez-Pardo, 2005). The Chinese health-care system,
created in 1949, was also a typical example of now largely
extinct twentieth-century communist societies. By the
early 1980s the Chinese government virtually dismantled
it (Blumenthal and Hsiao, 2005). Its way of financing was
dramatically changed by reducing government’s invest-
ments, the imposition of price regulation, and the decen-
tralization and underfinancing of its public health system.
China now has a private health-care system, with its
typical failures: a large part of the population uncovered
by health insurance (about 70%), unaffordable services
for many, high national spending, overuse of (profitable)
pharmaceuticals, and high-tech care (Blumenthal and
Hsiao, 2005). Currently, the government is trying to
repair the damage done, which ultimately may result in
a mixed public—private system. Cuba and China prove,
positive and negative, that government involvement in
health care is essential to keep the health-care system
intact, to protect patients, and to provide affordable access
to services.

The four models make up a continuum in terms of
their ‘system’ character, with state interventionism and
centralized health care at one end, and nonintervention-
ism at the other. Centralized systems provide the best
mechanisms for cost control, while absence of state
intervention appears less fruitful, as soaring costs in the
United States make clearly evident. But the four health
systems models are to be seen as pure types that can be

found in many combinations and varieties. They further
reflect stages and outcomes of a historical process, so that
system models that came into existence in highly devel-
oped economies in the first half of the twentieth century
can still provide useful options to choose from in devel-
oping countries or transitional economies, for example, in
Eastern European societies.

Health-Care Delivery Systems
Innovations

While the models presented reflect the major ones that
can be found in high-income countries, none of them fully
complies with only one of these. For example, in the 1960s
and 1970s social insurance-based health-care delivery
systems and the entrepreneurial system of the United
States started to be faced with problems of rising costs.
In the 1970s and 1980s the NHS delivery systems and
Soviet-like delivery systems of Eastern Europe had pro-
blems of neglect, underfunding, and extensive bureau-
cracy, leading to private initiatives next to the NHS and
to a flourishing black health-care market in Eastern and
Central Europe. Since then, in particular in countries
having social security-based health-care systems, this
has led to more state regulation to curb the costs of
health care. In other countries it resulted in the reversed
situation of less state intervention, and in the introduction
of different forms of managed competition (Table 1).
For example, in Eastern Europe, after the fall of the
Berlin Wall, there was a demise of state funding and
state provision due to economic deficits. In the countries
that have adopted the social insurance model there is
more state regulation to introduce more planning and to
curb the rising costs of health care. One of the conse-
quences has been a more dominant position of hospitals in
the delivery of health care. In the UK, however, there is a
movement toward more decentralization, which was rea-
lized by a split between purchasers and providers, with
GPs as the purchasers of hospital care (Saltman and
Figueras, 1997).

Just like in other high-income societies, health-care
reforms in the United States are essentially focusing on
cost containment. Managed care initiatives, for example,
HMOs, were developed to increase competition, to
change methods of payment for medical services, and to
curb the power of the medical profession. The fundamen-
tal model of the HMO is typified as a voluntary contract
model (Hurst, 1992). It involves contractual relationships
between insurers and independent providers, which give
these providers an exclusive right to supply complete
services, mainly free of charge. Patients pay a voluntary,
risk-related premium to voluntary insurers who have
contracts with providers. The difference with the



Table 1

Health systems models - their strengths, weaknesses, and innovations

Definition of Role of the Budget Major

Model health care state Funding control Strengths Weaknesses innovations

Socialist Health care as Very strong; Government State/Party Full and equal access, Bureaucratism, Total collapse (fall of
(Shemasko) state-provided public owns facilities funding low costs, full rigidness, Berlin Wall)
(Communist service pays providers coverage corruption
countries; directly
former
Eastern
Europe,

Cuba)

National Health  Health care as a Strong; Taxation Ministry of Equal access to Bureaucracy, Referral market
Service guaranteed, controls and Health comprehensive underfunding, purchaser—provider
(Beveridge) state-supported finances services, low costs rigidness split (GPs as hospital
(UK, consumer service facilities services purchasers)
Australia,

New
Zealand,
Canada,
Nordic
countries,
Spain, Italy)

Social Security  Health care as a Intermediate; Earmarked Employers and Client-friendly, High costs difficult ~ Cost control by macro
(Bismarck) guaranteed, insured regulates the premiums employees professional to control budgeting,
(Germany, good system autonomy, introduction of market
Japan, earmarked budgets principles
Netherlands,

France,
Belgium)

Free Market Health care as a Weak (except Private and For-profit Provider-friendly, Consumerism, HMO

(United commodity for specific state/federal insurers and professional, high costs,
States, groups); government government autonomy, fragmentation,
South Africa, providers are financing flexibility unequal access

Switzerland) mainly private and uninsured

entrepreneurs

Van der Zee J, Boerma WGW, and Kroneman MW (2004) Health care systems: Understanding the stages of development. In: Jones R, Britten N, Culpepper L, Gass DA, Grol R, Mant D, and
Silagy C (eds.) Oxford Textbook of Primary Medical Care vol. 1. Oxford, UK: Oxford University Press.
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voluntary reimbursement model is that insurers now
have contractual relationships with providers. Managed
care models are all aiming at controlling the costs of
health care by monitoring the work of doctors and
hospitals, and by limiting the use of second-level hospi-
tal care. In practice, this is often done by means of a
‘case manager, who, on behalf of the insurer, is author-
ized to decide whether the care to be rendered is
effective and efficient. Another feature is that patients
are only allowed to see a specialist after they have
visited a general practitioner. This gatekeeper role of
the primary care physician to the use of specialist care
is similar to the role of GPs in European countries
like Denmark, Norway, Italy, the Netherlands, Portugal,
Spain, and the UK.

Health-Care Systems Environment: The
Impact of Society

As noted in the introduction to this article, health-care
systems have ‘open’ borders to their environment. So
it goes without saying that health-care systems are im-
pacted by the values and social structure of their societies
(Helman, 1996). Based on history, traditions, belief
systems, and so on, health-care systems reflect the way
in which societies define and deal with health and illness.
Health and health care are imbedded in value systems,
which explains how in specific cultures health problems
are dealt with. This may explain why, in some societies,
health care is considered as a collective good for the
benefit of all citizens, while in others, health care is
considered more a ‘commodity’ — a calculable resource
that can be bought or sold on a free market (Gallagher,
1988). The notion of health care as a commodity has not
been rooted everywhere. Its most evident example can be
found in the essentially market-oriented organization of
the US. health-care system. But also in Europe it has
become more widespread in political thinking, as a wide
range of health-care reforms has shown (Saltman and
Figueras, 1997). Regrettably, the cultural embedding of
health care in societies is a well-acknowledged but rather
underresearched topic (Saltman and Figueras, 1997; Ste-
vens and Diederiks, 1995). There is surprisingly little
empirical evidence grounding core values underlying
health-care systems. But evidently, a society’s emphasis
on hospital care versus home care or care for the elderly,
on individual responsibilities, or on the degree of solidarity
between people reflect general value orientations that mir-
ror societal priorities (Hofstede, 1991; Philipsen, 1980). As
obvious differences in value orientations between North
and South Europe, and between Europe and the United
States show, it would be a useful endeavor for coming
health services research to explain differences in health-
care systems from a cultural perspective.

Conclusions: What Can We Expect in
Future Developments?

As we showed in the previous sections, health-care sys-
tems in low- and middle-income countries differ consid-
erably, as health problems do, from health-care systems in
high-income countries. Future developments will differ
accordingly.

Low- and Middle-Income Countries

One of the conclusions to be drawn from the famous World
Bank graph (see Figure 1) about the relationship between
‘health’ (life expectancy at birth) and ‘wealth’ (average
income per capita) in the period 1900-1990, is that ‘we’ all
got substantially richer over those years. The corrected
income figures for inflation and purchasing power quintu-
pled between 1900 and 1990 (PPP, or purchasing power
parities, 1s a technique to make financial data comparable
over time and between countries by controlling for purchas-
ing power differences). Many countries that were previ-
ously in the lowest income group can now be considered
as middle-income countries. One of the health-care chal-
lenges in this economic stage is to introduce curative care
for an ever-increasing number of citizens. As we pointed
out, there are several ways to do so. One can introduce a
(limited and partial) form of health services funded by taxes
with a dominant role for the state in health-care funding
and provision (the Beveridge model), stretching, as it were,
available supply and resources as thinly as possible. Equity
is the leading principle.

The other option is a pluralistic and gradual approach,
where the state has the role of providing rules and laws
regulating the system and leaves much to health-care
insurers, providers, and consumers (the Bismarck or social
security model). The latter model starts with some (eco-
nomically) advanced groups in society (e.g, skilled work-
ers) and with a limited benefit package. Later, in better
economic circumstances, both the benefit package and the
number of beneficiaries are extended until universal cov-
erage (almost) will have been reached.

The current health-care systems in Europe are partially
planned, such as the introduction of the NHS in the UK in
1948 and in Southern Europe at the end of the 1970s
and beginning of the 1980s. But some were not planned:
some developed incrementally by innovative adaptations
while others were forced on a society (e.g, the German
occupation spread Bismarckian principles in WWII).

Middle-Income Countries

Middle-income countries can consider the choice for a
Bismarckian or Beveridgean as a serious and high-impact
policy option instead of going into an incremental policy
process and making a deliberate choice. A focus on equity
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and cost control and a positive attitude toward an active
role of the state, makes a choice for Beveridge probable.
Introducing earmarked health insurance premiums for a
limited part of society (that is taxable anyway) creates
more inequalities initially but might also sumulate eco-
nomic growth, which, as we already stated, starts an
upward cyclical process, gradually bringing the popula-
tion as a whole under the social security-based health
insurance coverage (De Swaan, 1988).

High-Income Countries

For high-income countries several processes take place
simultaneously. First, internal changes occur in the
Beveridgean and Bismarckian health-care systems such as
splitting health-care purchasing and provision and creating
an internal market in the British NHS, or increasing state
influence in general in the Bismarckian health-care systems
(Germany 1s a good example). Another example of several
simultaneous processes is the introduction of managed care
(HMOs) in the U.S. private insurance system. Last, there is
the ultimate change to the system — the disappearance of it
altogether — like the Soviet-based health-care systems in
Eastern Europe. All these changes cause convergence,
both in appearance and in performance (Van der Zee and
Kroneman, 2007; on convergence, see also Stevens, 2001),
especially in health outcomes of the systems.

Second, in spite of these long-term convergency trends
Beveridgean health-care systems cost less than Bismarckian
ones and better contain the costs (Saltman ez 4/, 2004; Van der
Zee and Kroneman, 2007). But citizens tend to appreciate
Bismarckian health-care systems more than Beveridgean
ones. Kroneman and colleagues (2006) showed that the GP
gatekeeping model may be responsible for these types of
appreciation differences. Remarkably, health-care systems
that have stronger system characteristics (e.g.,, more coordi-
nation, stricter labor differentiation) seem to have less popu-
lar support in general, with substantial exceptions.

Third, the European Union (EU) has its specific influ-
ences on the convergence of health-care systems. Case
law produced by the European Court of Justice favored
reimbursement of health-care cost due to purchasing
health care in other EU-member states in spite of initial
refusal by national health insurers or health-care autho-
rities. The argument that such a liberal attitude (of the
European Court of Justice) might hamper national
health-care cost control, was countered by valuing the
free movement of goods, services, and persons higher
than national cost-control interests (under certain condi-
tons). The case law started with the reimbursement of a
set of spectacles, than went on by way of orthodontic
services to specialized treatments; the end is certainly
not yet there. New cases are in process.

Fourth and finally, voices get louder about the sus-
tainability of both models (the NHS and the social

security-based health-care system). Precisely due to the
last decades’ increases in wealth, some politicians are think-
ing aloud that the conditions under which governments
created and extended welfare state arrangements (like uni-
versal health-care insurance and other social security ele-
ments) do differ substantially from current circumstances.
Whether this will lead to shifting part of the responsibility
to health-care consumers is not sure, however. The recent
changes in the Dutch health insurance (with 62% publicly
insured and 38% privately insured before 1 January 2006
and 100% publicly insured since) showed that an over-
whelming majority (95%) of the formerly private patients,
who had a wide variety of policy options, opted for a zero-
deductble policy (De Jong and Groenewegen, 2007).

So what does all this mean for the future? First, we
expect that for high-income countries (e.g., the members
of OECD) NHS-type of health-care systems will have a
tough future. These hierarchical, systematically organized
systems — the most ‘systematic’ in Philipsen’s (1985) terms
that we discussed in the introduction — are superior in cost
control, but they are not very popular. Social security-
based health-care systems will fit better into the con-
sumer-led, demand-led policy trend. But this will have a
price tag, too; most probably at least a part of the cost
burden will be shifted to individual households, as is
already the case in the United States.

Second, we expect low- and middle-income countries
to see a rift in the tendency to favor NHS-like solutions
for their growing health-care systems, and we expect
them to opt for some social security-based model. This
happened in Eastern Europe, after the collapse of the
Soviet system. Eastern Europe overwhelmingly returned
to a Bismarck model (Marrée and Groenewegen, 1997).
External factors, like EU case law, will stimulate further
convergence of the European health-care systems.

For Europe, the challenge will be resisting the tempta-
tion to neglect the poorest groups in society; for the
United States, the test will be to make the uninsured or
partially insured join the health-care system. For the
world, however, the effort will be to provide health-care
services and health insurance for whole populations,
including the very poor.

See also: Public/Private Mix in Health Systems.
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Introduction

Building on the article by Bryant and Richmond which
outlines the history of primary health care, this article
aims to reflect on some of the successes and failures of its
implementation over the past 30 years, and attempts a
glimpse into the future in terms of some of the key
challenges and opportunities.

The Alma Ata Declaration: Background,
Focus, and Implications

The concept of primary health care (PHC) evolved dur-
ing the 1970s, influenced by and influencing the basic
needs approach to social development. Informed on the
one hand by the disappointments experienced in imple-
menting the basic health services approach, and on the

other by the remarkable progress in improving health in
China, as well as by the achievements of many small,
mostly NGO-inspired, community-based health-care
initiatives in developing countries (Newell, 1975), WHO
and UNICEF elaborated the strategy of primary health
care as the means to achieve Health for All by the Year 2000.

The concept of PHC had strong sociopolitical impli-
cations. It explicitly outlined a strategy that would
respond more equitably, appropriately, and effectively to
basic health-care needs and also address the underlying
social, economic, and political causes of poor health. Cer-
tain principles were to underpin the PHC approach
(PHCA), namely, universal accessibility and coverage on
the basis of need; comprehensive care with the emphasis
on disease prevention and health promotion; community
and individual involvement and self-reliance; intersec-
toral action for health; and appropriate technology and
cost-effectiveness in relation to the available resources.
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Introduction: What is a National
Health System?

There is no single definition of what might comprise a
‘national’ health system. According to the World Health
Organization (WHO, 2000), for example, it comprises “all
activities whose primary purpose is to restore and maintain
health ... improving the health of the population they
serve, responding to people’s expectations, and providing
financial protection against the costs of ill-health” (WHO
2000: 5-8). The activities (health actions, according to
WHO) of a national health system are thus characterized
by the expressed intent of those within it to improve health.
The definition is a useful one in that it recognizes that any
health system is a combination of resources, organizations,
and financing and management arrangements that ulu-
mately culminate in the delivery of health services to a
population. Therefore, every country can be said to have
some form of national health-care system, regardless of how
unstructured or unsystematic its operation.

Building an effective and affordable national health sys-
tem 1s a major preoccupation of governments around the
world as they attempt to bring together — whether by
contractual incentives or through publicly delivered ser-
vices — the necessary components that are needed to
improve health status and provide accessible and responsive
services to the needs of individuals, families, and commu-
nities. A major difference, therefore, between a health sys-
tem and a ‘national’ health system is the involvement of the
state (governments and legislative bodies). Consequently,
the nature of a national health system is characterized
as much by predominant political motivations as it is
by the opportunities and/or limitations imposed by the
availability of financial and human resources.

As Maxwell (1992) discusses in his six dimensions of
quality (Table 1), the principles of all national health-
care systems are broadly the same yet the combination of
these principles can lead to competition, both politically
and financially, depending on which principles are
regarded as more or less important. If one was to think
of a national health system as an automobile, for example,
there are trade-offs to be had between choosing a model
that is eco-friendly and economical with one that has a
high-performance engine and a higher specification of
internal comfort. What aspects of care make a national
health-care system more or less effective can, therefore,
depend on individual circumstances or point of view. It 1s
because of this that national health systems can be seen to

have varying degrees of success in living up to these
different principles and are so readily influenced by
political objectives.

The Functions of a National Health-care
System

The basic structure of a national health system can per-
haps best be illustrated in Figure 1. It reveals that all
national health systems are split into four principal func-
tions: financing, purchasing (or resource allocation), ser-
vice provision, and stewardship. Within each principal
function are a number of important subfunctions. For
instance, the financing element to a national health-care
system requires not only the ability to collect revenue but
also a process of managing that revenue collection
through, typically, the pooling of resources to ensure that
the risk of having to pay for health care is shared across a
population rather than by each contributor individually.
Similarly, the provision of services can be usefully split
between personal services (services that people receive
from a health agent, such as a doctor or dentist) and
nonpersonal services (programs manifested in public
health measures to promote healthy lifestyles or public
works that improve water quality and reduce the preva-
lence of disease). Stewardship, which is represented as a
theme working across the three main delivery elements of
the system, represents the important process of managing
and/or regulating the national health system. This is
an important aspect because it is the responsibility of
the system to protect the people by ensuring their
money is used wisely. Stewardship of the system, through
regulation and governance of activities, can also promote
efficiency and quality in care delivery practice and may
also help to engender a sense of national citizenship.
These four principal functions of national health sys-
tems are performed very differently internationally. The
following sections will illustrate these variances using
case examples.

Formal Care and Lay Care

Before embarking on an analysis of the different functions
of a national health system, it is important to make a
quick distinction between formal and lay (or informal)
care. When considering the components that make up

393



394 National Health Systems: Overview

a national health-care system, it is tempting to think
immediately of doctors and nurses, of surgeries and hos-
pitals, or of educational and health promotional interven-
tions. However, it is a fact that the majority of health care
(over 80%) is administered by one’s self (self-care), family
members, friends, and ‘lay carers.” This is true regardless
of a country’s level of development. Hence, while a
national health system encompasses a wide range of activ-
ities with a health improvement goal, the major part of
care is provided in the informal setting and is unpaid.

In the United Kingdom, for example, about one-eighth
of adults act as ‘health carers’ to some extent (not including
routine parenting such as care for a sick child). Whereas
much of this is social care (feeding, washing, dressing, and
providing emotional support) the system has begun to
invest in ‘expert carers’ that, for instance, enable more
lay people to provide care advice, dress wounds, or give
intravenous drugs. That the services provided by lay
carers in the UK crosses the boundary with formal care
provides recognition that there is a significant gray area in
distinguishing between the formal (within the system) and
the informal (out of the system).

Financing Health Care

Financing a health-care system is critical to its sustain-
ability and key challenges are faced in ensuring that the
necessary organizational and institutional arrangements
are in place to raise revenue from which to reward and
motivate health-care providers. There are two principal
functions to financing: (1) revenue collection, the process
by which a national health system receives money, and

Table 1 Maxwell’s (1992) six dimensions of quality in a
health-care system

. Access to services

. Relevance to need (for the whole population)
. Effectiveness (for individual patients)

. Equity (fairness)

. Social acceptability

. Efficiency and economy

[N I VI O R

Adapted from Maxwell R (1992) Dimensions of quality revisited:
From thought to action. Quality in Health Care 1(3): 171-177.

(2) pooling resources, the process by which this revenue is
managed to ensure that individual contributors are not
exposed to the high costs of having to pay for health care
through risk sharing with other members of the pool.
According to the World Health Organization (2000), dif-
ferences in how these functions are administered impact
directly on the relative performance of national health-
care systems, yet the mechanisms through which financing
systems operate can vary dramatically between nations.

In an excellent analysis of the advantages and dis-
advantages of different funding options, Mossialos ez 4.
(2002) show that revenue can be collected from a range of
sources, through varying collection mechanisms, and by
different collection agents. Examples of funding sources,
contribution mechanisms, and collection agents (and
their various combinations) can be seen in Figure 2.
This reveals that the sources of funds — or who pays for
health services — can vary from individuals, households,
employees, and employers (firms and corporate bodies) to
loans, grants, and donations from foreign governments,
nongovernmental organizations (NGOs), and charities.
In most national health systems, however, funds derive
primarily from the population (by individuals and/or
those that employ them).

Methods of Revenue Collection

As Figure 2 shows, there are many different approaches
to collecting revenue including taxation, social health
insurance, private health insurance, out-of-pocket pay-
ments, and loans and donations. National health systems
are often defined by their dominant revenue collection.
Thus, health systems in France and Germany are known
as social health insurance systems because it is that
method that generates the principal source of funding.
In a similar way, countries such as the United Kingdom
or Sweden are often referred to as tax-based systems
while in the United States it is private health insurance
within a business model of health-care provision that
predominates.

In many low-income countries, however, economic
hardship means that their ability to collect prepayments
by way of social health insurance or tax revenues is

Financing R Purchasing R Provision
Revenue collection »  Strategic purchasing >
; Allocation of funds Personal
Fund pooling . Nonpersonal
Purchasing care

-

Stewardship
System management and regulation

——_

Figure 1 The basic structure of a national health system.
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Source Mechanism Collection agent
Firms, Direct and Central,
corporate indirect taxes regional or

entities and local
employers Compulsory government
insurance
contribution
Individuals, and payroll Independent
households and taxes P public body
employers or social
Voluntary security agent
insurance
premiums
| Private not-for-profit
Medical | or for-profit insurance
- fund
savings
account
» Out-of-pocket g Direct to
Foreign and payments o providers
domestic NGOs
and charities Loans, grants
and donations

Foreign
governments
and companies

Figure 2 Examples of funding sources, contribution mechanisms, and collection agents within a health system. Adapted from
Mossialos E, Dixon A, Figueras J, and Kutzin J (2002) Funding Health Care: Options for Europe. Buckingham, UK: Open University

Press.

limited, so their systems rely on out-of-pocket charges
and donor contributions. Indeed, in lower-income countries
around the world, revenue collection methods tend to be
less able to finance care through forms of prepayment.
For example, in Latin America, most countries employ a
mixed model of social health insurance, private health
insurance, and taxation for public health services
with a higher percentage of out-of-pocket expenditure.
In sub-Saharan Africa, out-of-pocket payments are
the principal source of revenue, exposing individuals to
the risks associated with meeting health-care costs that
prepayment schemes that pool funds for a defined
population do not.

Taxation

Taxation methods of raising revenue for health systems
can vary a great deal. For example, taxes may be raised for
general purposes (the proportion allotted to health care to
be determined later) or hypothecated such that a certain
proportion is earmarked for health purposes. The poten-
tial advantage of the latter is that it directly links tax and
spending, making it more transparent to the public where
tax money is spent. A key disadvantage, however, is that it
reduces the ability to be flexible in the prioritization of
government tax revenue and limits the range of tax

sources that governments may use to obtain health fund-
ing. Taxation may also be ‘direct’ — for example, levied on
individuals through an income tax or on businesses by
a company tax — or ‘indirect’ such as taxes on goods and
services that people buy, import, and export. Whereas
direct taxes have the advantage over indirect taxes in
their ability to be progressive (high-income earners pay
relatively more yet health benefits are available to all)
rather than regressive (fixed amounts, e.g., for a vehicle
license), certain direct taxes can have the benefit of influ-
encing consumer behaviors. Taxing goods such as tobacco
or alcohol may deter consumption of goods regarded to do
harm to health and so help improve health itself. Taxes
that go to health care are often also raised locally as well as
nationally — an approach that is argued to improve
accountability and responsiveness to local people because
the system provides more transparency since health-care
expenditure in a local tax system is usually the largest
percentage of what a local authority spends (e.g., up to
70% in Sweden). However, in systems without adequate
redistributive mechanisms of tax income between rich
and poor localities, inequalities in health-care provision
inevitably arise.

A good example of a national health system that
1s predominantly funded through taxation is Sweden
(Figure 3). In Sweden, there are three independent
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Taxes National
government
Employer
payroll fees

Income taxes

Swedish social
insurance agency

Central agencies
and bodies

18 county councils,

Income
taxes

2 regions and

1 municipality

Population
employers

290

municipalities

Mixed payment

Special housing
and home care
of elderly and
disabled

Public
specialized
health care

Mixed payment

Public
primary care

Mixed payment

Patients

Financial flows

Service flows

Private
health care

Mixed payment

Fee for service

Private and
public
dental care

Mixed payment
<20 years

Prescribed
. pharmaceuticals
N and OTC
provided by the
state-owned
national
corporation
of Swedish
pharmacies

Subsidizes >20

Subsidized prices

years

Figure 3 Sweden as an example of a taxation-based national health system. Reproduced from Glenngérd A, Hjalte F, Svensson M,
Anell A, and Bankauskaite V (2005) Health systems in transition: Sweden, p. 2. Copenhagen: WHO Regional Office for Europe on

behalf of the European Observatory on Health.

government levels involved in health care: the national
government, the county councils, and the municipalities.
All three levels play an important role in the welfare
system and are represented by directly elected bodies
that have the right to levy taxes on the population to

finance their activities. Overall goals and policies are set
at a national level by the Ministry of Health and Social
Affairs, while both the financing and provision of health-
care services are primarily the responsibility of the county
councils. According to Sweden’s three basic principles for
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public health and medical care — the principle of human
dignity, the principle of need and solidarity, and the
principle of cost-effectiveness — care should be provided
on equal terms, according to need, and it should be
managed democratically and financed on the basis of
solidarity (Glenngard er al, 2005).

Social Health Insurance

Social health insurance is a system of contributions (usually
compulsory) shared between employee and employer who
pay a percentage of income to a government-sanctioned
insurance fund. Like taxation-based funding, a key advan-
tage 1s the process of prepayment into a large risk pool
(discussed later), and like taxation-based funding, there is
tremendous variance in the methodologies employed inter-
nationally to collect the insurance payments. Hence, in
Germany, ‘sickness funds’ are created both by geographical
locality and by occupational group, while in France and the
Netherlands, the system 1s organized through smaller inde-
pendent funds that provide the population with choices on
the types and levels of care coverage they would prefer.
Single national insurance funds are also common, such as
those that existed in Croatia and Slovakia.

Social health insurance systems are often regarded as
preferential to taxation models of funding since budgetary
and spending decisions are ring-fenced (that is, funds are
reserved specifically for expenditure on health care). In
theory, this protects health-care funding from political
interference. Moreover, a key element to such systems is
the development of social solidarity since the system
guarantees the entitlement to individuals of a set level of
health-care coverage at a cost that is highly visible to
them. However, as Goodwin ez 4/. (2006) note, the system
is not without its disadvantages. For instance, since eligi-
bility 1s based on employment, there is the potential for
restricted access to the elderly and unemployed. Also
coverage tends to focus primarily on personal health
care, rather than on the nonpersonal elements of a health
system that emphasize public health interventions. Signif-
icantly, as costs of health systems in all Western countries
rise, social health insurance is less able to adapt to the
rising costs of provision. Indeed, as the example of the
French health-care system shows (Figure 4), social health
insurance systems often include significant elements of
taxation-based subsidies, additional voluntary insurance,
and various user charges that help to bridge the gap
between revenues collected and expenditure.

The French health-care system (see Figure 4) was
inspired by the Bismarckian (German health system
founded by Bismarck) model, with health insurance
funds under the supervision of the state. It relies on a
combination of public and private supply, even in the
hospital sector. Patients benefit from easy access to care
(freedom of choice, direct access to the specialists) and an

abundant supply of self-employed doctors, in particular.
Complementary voluntary health insurance to cover the
cost of statutory copayments is widespread (Sandier ez 4/,
2004). The financial sustainability of the French health-
care system is a perpetual source of concern, particularly
due to the fact that actual expenditure consistently
exceeds the targets set. Until now, the high cost of the
health-care system has been accompanied by high levels
of access to health care, but the demographic change
expected within the health professions may lead to an
increase in explicit rationing in future years. Nonetheless,
the French health-care system was ranked the best in the
world in the World Health Report 2000 for its effective
combination of responsiveness to demands and social
equality (WHO, 2000).

Private Health Insurance

Unless you live in the United States, private health
insurance is usually of a second order of significance in
the funding of your national health system. In low-
income countries, for example, private insurance accounts
for less than 2% of total health expenditure whereas
in high-income countries it rarely exceeds 15%. Private
health insurance is obviously least affordable to those
on the lowest incomes yet is not necessarily the domain
of the most affluent. For example, in both social health
insurance and tax-based national health systems, pri-
vate health insurers are often used by individuals to
fill gaps in service coverage that are otherwise
excluded from the nationally funded system. This form
of private insurance is thus complementary to existing
entitlements and 1s sometimes known colloquially as a
top-up policy.

There are two other main forms of private health
insurance: supplementary and substitutive. Supplemen-
tary insurance takes the form of an additional payment
to receive enhanced benefits in addition to those offered
through a social health insurance scheme. Hence, it may
allow for quicker access to care, can be located in
more comfortable surroundings, or be exempt from the
costs of copayments such as those levied on drugs or
inpatient stays. As Table 2 shows, more than 90% of
individuals in the French health system take out supple-
mentary private insurance to protect against the high
level of copayments involved in accessing the nationally
funded system.

Substitutive private insurance, as the name implies,
is an alternative to social health insurance and is taken
up by those who may be excluded from public cover.
In Germany and the Netherlands, for instance, employees
earning above a certain income are excluded from care
provided by the social insurance scheme (though not
exempt from making payments) and are required to take
out ‘compulsory voluntary’ insurance to get the care they
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Figure 4 France as an example of a social health insurance-based national health system. Reproduced from Sandier S, Paris V,
Polton D (2004) Health care systems in transition: France, p. 21. Copenhagen, Denmark: WHO Regional Office for Europe on behalf of
the European Observatory on Health Systems and Policies.
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require. Depending on their level of income and personal ~ and complementary private health insurance tends to be
choice, individuals may opt back into the national system  prevalent in certain types of national health systems.
of social insurance health coverage or seek a private insur- The United States remains the only Western health-

ance agent. As Table 2 shows, supplementary, substitutive, care system whose primary source of funding comes
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Table 2 Forms of private health insurance in taxation and social insurance-based health systems
Main source of funding % population covered by % population with
Country for health system health system private insurance Type of private insurance
Denmark Taxation 100% 28% Complementary
France Social health insurance 100% >90% Supplementary
Germany Social health insurance 88% 9% Substitutive
Netherlands Social health insurance 64% 29% Substitutive
Sweden Taxation 100% 1.5% Supplementary
UK Taxation 100% 11.5% Supplementary

Reproduced from Organisation for Economic Co-operation and Development (OECD) (2004) Towards high performing health systems:

Summary report. Paris: OECD.

through private health insurance. It is also the only coun-
try among the most developed nations without universal
health-care coverage. Often referred to as a business
model, the health system in the United States comprises
a complex array of competing company-based and private
for-profit and not-for-profit health insurance agencies
offering a range of care plans to consumers and/or their
employers. Providers of care, often working in large group
practices and/or associations, contract with insurance
agents (sometimes exclusively) and are generally paid on
a fee-for-service basis. Cost inflation in the US. health
system —influenced by the predominance of fee-for-service
provision, investment in medical technologies, the high
cost of medical malpractice claims, and high consumer
demands — has resulted in the most expensive health-
care system in the world (16% of GDP in 2004).
Such rising costs have led to a growing number of citizens
who are underinsured or without any health insurance
coverage, despite a significant tax-funded component
manifest in Medicare (for the elderly) and Medicaid
(for the poor and disabled). To counteract these system
failures, local managed care systems run by health main-
tenance organizations (HMOs) developed in the 1980s
to provide enrollees with comprehensive care packages
through an exclusive and integrated network of providers.
However, antitrust legislation and consumer demands for
lower-priced health plans have all but led to the demise
of the HMO movement.

Out-of-Pocket Payments

Unlike in the previous three prepayment models, where it
is possible to pool funds and spread risks among a popu-
lation, a health system in which people must pay out of
their own pockets for a substantial part of the costs of
health services clearly restricts access to the more expen-
sive forms of care. In most low-income countries, where
prepayment systems are unavailable, out-of-pocket pay-
ments are often the only way to raise revenue and cover
costs — leaving those who cannot afford treatment at
higher health risks. Community financing is a method

often promoted in such countries in an attempt to create
pools of funds and reduce risks. For example, the Bamako
Initiative — promoted in many parts of Africa since 1987 —
helps provide local access to essential primary care ser-
vices by decentralizing revenue collection and decision
making to local communities. The basis of this approach
to health system funding is to levy a small out-of-pocket
charge when a drug or basic care is provided and then
invest this in a fund from which local people prioritize
investment into their community’s health needs. The
approach has been moderately successful and has led to
relative improvements in coverage, affordability, and use
of care in many parts of Africa (McPake e al,, 1993).

In high-income countries, where prepayment models
exist, copayments and user charges are often employed as
a form of both income generation and also demand man-
agement by health system architects faced with the prospect
of rising health expenditures resultant from growing con-
sumer needs and demands. Depending on the level at which
these user charges are set, and on the use of exemption
strategies for at-risk populations, such fees have been criti-
cized for dissuading the poor from using services. They also
do not appear to raise revenue to enable sustainable
improvements to care and are inequitable.

Loans, Grants, and Donations

External aid is a substantial source of funding for the
health sector in many low-income countries where it
can account for as much as 90% of the overall health
budget. Aid is most often provided by bilateral agencies
(donors from a particular country) such as USAID
(United States), DANIDA (Denmark), and DFID (UK).
Multlateral agencies (pooled donor resources between
countries) are also prevalent and include organizations
like the World Bank and the United Nations Develop-
ment Fund (UNDF). Aid from such organizations is often
provided as loans or grants to which a set of conditions
concerning their use is established by donors; in most
cases, these are linked to specific projects that are devel-
oped and delivered separately between donors and
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national governments. While many projects have been
successful, project-based approaches have been seen to
lead to fragmentation and duplication of effort and/or
time and effort from national governments in responding
to the priorities of donors rather than concentrating on
wider health sector programs. Moreover, grants do not
necessarily lead to greater expenditure in the health sec-
tor as governments may view the funding as a substitute
for their own expenditure, or as an opportunity to
channel resources toward other priorities. Loans, grants,
and donations, if not managed carefully, may thus do
more harm than good. Aware of this, many donors and
governments are beginning to embrace longer-term and
strategic support programs; such sector-wide approaches
have been seen to be successful in countries such as
Bangladesh, Ghana, and Pakistan.

Pooling Resources

Fund pooling is the sharing of risk between contributors.
The ability to prepay for care services and to pool funds
has significant advantages for a national health system
because it enables the equalization of contributions
among members, regardless of their risk of needing to
use services. Moreover, the approach has the benefit of
economies of scale, thus allowing for cross-subsidization.
Table 3 gives examples of how different countries can
approach risk pooling, for example, from the development
of social insurance funds (sometimes called sickness
funds) to smaller community-based pools. As the exam-
ples imply, a range of agents might be involved in the
pooling process from which a larger central pool is devel-
oped or, conversely, pooling might be devolved on the
basis of risk-adjusted allocations to regional or local
agencies who are then enfranchised to address local
health-care needs and priorities.

Larger risk pools are obviously better than small ones
because they can increase the overall availability of funds

to improve and develop health services, enable economies
of scale in administration, and reduce the levels of contri-
bution to protect individuals against uncertain need.
From Table 3, it might be predicted that Colombia’s
fragmented system of small organizations would damage
the performance of the health system in these three areas.
Evidence from Argentina pre-1996, in which there were
more than 300 small pooling organizations in the system —
most with fewer than 50 000 members — would support
this proposition. The many small pools of funds meant
that available health-care packages were very limited
(especially in poor areas where low wages limited contri-
bution levels). In West Africa, community financing initia-
tives to raise local pools of funding to plan and deliver
drugs and care to local people have in many cases pro-
vided some protection from the risks of out-of-pocket
payments, but the low level of pooled resources means
such approaches are beset with problems of financial sus-
tainability (Goodwin ez al., 2006).

The key lesson to be learned from this section is that
the ability of a national health system to prepay for health
care, and to develop large resource pools to cross-subsidize
care between high- and low-risk people, is fundamental to
a national health system’s sustainability and operational
effectiveness. It should be noted that it is not the number
of pools that is the issue, but their size relative to popula-
tion health-care needs.

Purchasing Health Services

The management of purchasing is essential in ensuring
that providers of services meet the goals of a national
health system. As Goodwin ez a/. (2006) discuss, purchasers
of health services face three fundamental challenges:
which packages of care to buy, from whom to buy them,
and how to buy them. Size is important for purchasing
organizations because larger purchasers not only have

Table 3 National examples of approaches to spreading risk and subsidizing the poor

Country System Spreading risk Subsidizing the poor

Colombia Large number of small multiple Competing social security Organizations, municipal health
pools

Netherlands  Multiple pools; mostly private Intrapool via nonrisk-related Via risk equalization fund, excluding the rich
competing social insurance contribution and interpool via
funds central risk equalization fund

Republic of National health insurance (covers Intrapool via nonrisk-related Salary-related contribution plus supply-side

Korea 30% of total expenditure of any contributions. Explicit single subsidy from Ministry of Health. Public
member) and Ministry of Health benefits package for all subsidy for insurance to the poor and to
members farmers
Zambia Single formal pool held by Central Single benefit package for all Intrapool via general taxation. Supply-side

Board of Health

financed by general taxes

subsidy via the Ministry of Health

Reproduced from World Health Organization (WHO) (2000) The World Health Report 2000. Health systems: Improving performance.

Geneva: WHO.
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administrative advantages in terms of economies of scale,
but also have more bargaining capacity over both price
and quality.

Which Packages of Care to Buy: The Role of
Strategic Purchasing

Strategic purchasing requires a continuous search for the
best interventions and care packages to purchase. This can
be seen to occur at two levels in national health systems —
first, at a societal and political level, the extent of health-
care coverage and the goals of the system (related to the
section entitled ‘Stewardship’ later in this article); and
second, the identification of those services and interven-
tions that will meet these goals best. The latter implies
responsibility for allocating resources and/or creating
incentives and negotiating with providers.

Many countries, especially low-income countries, can-
not afford to provide comprehensive health-care benefits
for the entire population and face major imbalances in
resource allocation — for example, between rural and
urban regions, and between rich and poor communities.
Defining priorities to achieve maximum health gain for the
money that is available to purchase services becomes a key
task. Many countries address this through a policy of essen-
ual care packages (ECPs) aimed at purchasing services with
the greatest potental of reducing the burden of disease.
The policy of ECPs has been promoted internationally as
the most effective way of channeling scarce resources into
interventions with the highest health impact.

How Health Systems Purchase Services

The mechanism through which care is bought — that is,
how to purchase services — is crucial because the method
of payment establishes different kinds of incentives that
providers will react to and the subsequent cost and quality
of the services they provide. As Goodwin er al. (2006)
describe, there are three main methods by which health
systems purchase services:

1. Full retrospective reimbursement for all expenses
incurred, manifest in fee-for-service payments;

2. Reimbursement for all activity based on a fixed sched-
ule of fees using a tariff, based on a system of health- or
diagnostic-related groups (HRGs and DRGs); and

3. Prospective funding based on the expected future
expenditure using a fixed budget, manifest in salaried
employment, directly managed and/or devolved bud-
gets, and capitation.

Retrospective reimbursement is a payment scheme
whose level is determined only after services have been
provided. It may involve per diem payments, a cost-
per-case, or a direct service payment. To health systems,
the main problem with this model of purchasing is the

inability to control provider costs effectively due to weak
forms of audit and control of activity. In the United States,
for example, the cost of Medicare and Medicaid services
(tax-based funding for the old and poor) that began in the
1960s could not be maintained beyond 1983 because
federal government income did not provide enough reve-
nue to cover costs. It was known as the blank-check era
since providers received payment for all care deemed
‘customary, usual, and reasonable.” As the number of peo-
ple on Medicare rapidly climbed and costs spiraled the
system was replaced with DRG-based funding; a similar
policy shift occurred in Germany’s social insurance sys-
tem 1n the early 1990s.

Prospective payment requires a tariff to be set to charges
agreed in advance with providers, the most common being
the DRG. DRGs categorize patients based on their primary
and secondary diagnoses, primary and secondary proce-
dures, age, and length of stay. The categories establish a
uniform cost, enabling funders to set a maximum amount
payable for a suite of care to a patient. Under this system,
providers are given the incentive to keep their costs down
as they would experience a profit (or surplus) if their costs
are below the tariff in the DRG category. National health
systems, therefore, benefit from more efficient providers
and provider competition based on quality rather than cost.
Such as system, called payment by results, has recently
been established in the English National Health Service
(NHS) to replace traditional capitation-based funding.

Prospective funding is a system that many national
health-care systems have in place. Under this system, a
global budget for health-care spending is often set within
which envelope care can be purchased. Funding agencies
acting on behalf of governments then allocate a fixed
proportion of that budget to providers. The method of
allocation can vary, for example, from political negotia-
tion (a settlement), to provider competition (a bid), or
by way of historic precedent and activity. Most countries
use more sophisticated combinations of the three, for
example, devolving resources to local purchasing agen-
cies based on the needs of local populations based on
their demographic profiles (capitation). This approach
is favored in most high-income countries of Europe
where a fair share of resources through capitation-based
formulae is generally mixed with historic local expendi-
tures and political negotiations. Variations to the approach
are, therefore, commonplace. For example, budgets in Italy
are renegotiated retrospectively; local taxes are raised in
Sweden to supplement the national allocation; care is
rationed in Norway through waiting lists or entitlement
changes; and in most countries, such as Finland, copay-
ments are levied to raise revenue and manage demand.

Types of provider payment mechanisms, therefore,
produce different system incentives (Table 4). Fee-for-
service and prospective payment mechanisms provide
strong incentives to meet consumer demands and deliver
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timely services, but are weaker in containing costs and do
not necessarily invest in services that prevent health pro-
blems. France is a classic example, and the rising costs of
the system has led the French to reconsider its strategic
priorities including limiting entitlements, increasing the
use of copayments, and introducing capitation payments
as a way of controlling costs. By contrast, the English
NHS, historically highly cost-effective in service deliv-
ery terms due to its capitation-based system and primary
care-led system of gatekeeping, has encouraged the move
to a DRG-style system of funding to encourage providers
to become more responsive to patient demands and so
reduce waiting lists and improve access. National health
systems, therefore, need to combine payment mechanisms
if they are to achieve all their objectives. The French and
English diversions away from their historical positions
show how countries have attempted to change provider
behavior to meet system needs — choice and responsive-
ness (in England) and cost containment (in France).

In national health systems, purchasing needs to be
actively managed since the process of making strategic
investment priorities can impact on equity and efficiency
in provision. The performance of a health system is likely
to fall short of its potential if resources are not alloca-
ted and spent wisely to gain the best mix of responses
from providers that help to satsfy needs and improve
care quality.

Providing Health Care

Referring back to Figure 1, health-care provision can
usefully be split between personal and nonpersonal ser-
vices. Personal services are those that people receive from
a health agent, such as a doctor or dentist, while nonper-
sonal services are manifest in wider health promotion and
disease prevention activities such as public health pro-
grams to promote healthy lifestyles or improve local
environmental health.

The provision of personal health-care services within a
national health system has most often been categorized
through a threefold classification — primary, secondary,
and tertiary care (Figure 5). Primary care is regarded as
the first level of contact between individuals, the family,
and/or communities with the health system itself. The
purpose of primary care services is to bring basic health
care as close as possible to where people live and work.
Primary care can be delivered by way of a wide range of
community-based health professionals, such as family phy-
sicians, pharmacists, therapists, and dentists. Primary care
forms an integral part of most country’s health systems
and, as this article will show later, having an effective system
of primary care providers is of crucial importance to
overall national health system effectiveness. Secondary
care, often referred to as the acute sector due to its predom-
inant basis in hospital institutions, can be described as

Table 4 Provider payment mechanisms and provider behavior
Ability to prevent Delivering Responsiveness Containing
health problems services to expectations costs
Salaried/global budget + + — +/— NI
Capitation +++ —— ++ +++
Diagnostic related payment +/— ++ ++ +/—
Fee-for-service +/— + 4+ +++ ,,,
+ + +: very positive effect; + +: positive effect; +/—: little effect; ——: negative effect; ———: very negative effect. Reproduced from

World Health Organization (WHO) (2000) The World Health Report 2000. Health systems: Improving performance. Geneva: WHO.

Health-care
system

Primary care

Mental health worker
Walk-in center

Secondary care

Family physician Hospital Specialist unit
Community nurse Inpatient ward Inpatient ward
Dentist Outpatient clinic Outpatient clinic
Pharmacist Day surgery Rehabilitation service
Optician Treatment center
Therapist

Tertiary care

Figure 5 Sectors of ‘personal’ health care within a national health system.
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the episodic treatment provided for an illness or health
problem and is primarily curative in nature. Often, second-
ary care services are accessed through referrals from family
physicians and/or through direct access for accident and
emergency care. Tertiary care takes the form of more
specialized care often within a specialist center serving a
larger population or even the whole country.

Across a national health system, the number of patient
contacts and episodes decreases as one moves from infor-
mal lay care to primary, secondary, and tertary sectors.
Despite the reduced number of patients accessing care in
each sector, the proportion of costs of health services
provision to the system as a whole tends to rise exponen-
tially. This can be seen in Figure 6. However, making
generalizations about the structure of health-care provi-
sion using the general classifications discussed previously
is invidious. In reality, the boundaries between care sec-
tors are often ambiguous and blurred since care can shift
seamlessly from one sector to another.

Care Pathways and Disease Management: The
Emergence of New Health System Models

There is a constant pressure to address increasing health-
care costs in most national health systems by attempting
to develop more efficient and appropriate care practices.
For example, many national health-care systems have
taken the opportunity to redesign and streamline the
care process to reduce the number of contacts with the
different parts of the system, minimize the numbers of
handovers and referrals between providers, and so make
more appropriate (and cost-effective) the use of each
sector. Purchasing and/or commissioning care delivery
across a redesigned care pathway has been claimed to be
more efficient in terms of resource use, enabling patients
quicker access to treatment and maximizing long-term
health outcomes.

An alternative, often linked, approach is based on the
greater ability of the system to promote good health and /or

Decreasing Tertiary care
number of
patient
episodes Secondary
care

Primary care
Lower
costs

Self-care and lay-care

Figure 6 Relationship between health-care expenditure and
levels of care.

enable the management of illness without recourse to the
need for the more expensive forms of care. Indeed, most
countries, whether high or low income, seek to promote
health and manage illness outside of institutionalized
structures. As a consequence, patients are increasingly
being prescribed integrated care packages across the pre-
vious dimensions of care (such as a disease management
program) and/or investment is made in the capacity of
primary care providers, and indeed of people themselves
(‘self-care’) to promote good health and provide effective
and early interventions that limit the need for people to
access the more expensive forms of care.

Disease management as the basis for a health systems
design is a concept developed in the United States during
the 1990s and has been a growing phenomenon in health
systems around the world, although its specific forms
strongly depend on the health-care system in which it
is applied. A number of definitions for this model of care
exist, but roughly it encompasses a systematic, population-
based approach to tackling specific diseases and health
problems by developing programs of care to advance
health system quality, efficacy, and health outcomes. In
the United States, disease management programs mainly
focus on reduction of costs by targeting short-term inter-
ventions to patients currently in relatively good health
yet at high risk of using secondary and tertiary care in
the near future. In Europe the use of disease manage-
ment mechanisms is accelerating. For example, in Spain,
Insalud (the Spanish National Health Service) has con-
tracted out disease management programs for heart
failure and diabetes in Barcelona and Madrid. In Germany,
national government has by law introduced disease man-
agement programs as a lever to break up the traditional
authority of physicians while seeking to reduce rising
long-term costs.

Figure 7, adapted from the ‘Kaiser Triangle’ disease
management model of the US. managed care organiza-
tion Kaiser Permanente and later adopted by the Depart-
ment of Health in England (Department of Health, 2004),
describes the type of health-care system that should be
provided to people suffering from, or at high risk for,
chronic disease. Unlike the care triangle described in
Figure 6, the health system model is not based on insti-
tutional sectors (i.e., primary, secondary, and tertiary
care), but on different approaches to manage patients’
needs. At the top of Figure 7 lies case management (the
top 5% of people with chronic disease) for people with
advanced and acute conditions who require intensive and
actively managed care by professionals. At the second
level — disease management (the next 15% of cases) —
proactive case management by multiprofessional and
integrated teams is required, perhaps following specified
pathways of care, but including a high degree (about
50%) of support to self-care. For the majority of patients
(about 80%), chronic disease remains a condition (or a
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Figure 7 A health-care system model based on the management of chronic diseases and long-term conditions. Adapted from
Department of Health (2004) Improving Chronic Disease Management. London: Department of Health.

risk) that does not require active professional intervention
but can, through the right support, be addressed by
engaging patients to be active in the self-management
of their conditions and so prevent any deterioration.
Given the numbers of people in this part of the triangle
(about 80% of cases, or 48% of the whole population)
one can see that effective self-care strategies are crucial
to the overall effective support for people with long-
term conditions (ie., reducing the numbers of people
subsequently moving up the triangle) (Department of
Health, 2004).

Figure 7 also shows that for such a health-care system
based on disease management to be effective, it requires a
significant degree of management to ensure that local
services to a defined population are tailored to meeting
needs. As the model implies, it is the purchasers’ respon-
sibility to ensure that strategies are in place for high-risk
groups to help prevent the onset of chronic disease, and
to enable self-management for those living with such
conditions. The range of self-care support tools that
purchasers might seek to encourage, therefore, lies both
within and out of the personal health sectors and includes:
patient education, self-skills training, self-diagnostic and
self-monitoring tools, home adaptations, and peer support
networks. As national health systems develop in
high-income countries, the needs of an aging population
and the rising burden of chronic disease and long-term care
needs have begun to shift how care is provided from an
acute sector paradigm (based on episodic care in hospital
institutions) to one based on disease management (based
in primary and community care sectors and blurring the
boundary between the formal and informal care sectors).

Public Health

Until the 1970s it was commonly assumed that improve-
ments in health experienced in most countries during
the last century occurred as a consequence of advances
in medical care. However, the evidence collated in the
key work by Wilkinson and Marmot (2003) has shown
that the most important factors to improve the health
of people, patients, and populations lies primarily outside
the formalized system of health care. This led the
authors to a key observation that the amount of money
spent on health care (in terms of percentage of GDP) i1s
not in itself a direct and causal contributor to a nation’s
health profile.

Many health-care systems internationally have made
fundamental changes to the management and delivery of
care in attempts to reduce inequalities in both health
status and access to services following the realization
that the role of a national health system must extend
beyond the formalized systems of medical care to address
the wider public health agenda through services and
strategies aimed at improving well-being. At present,
there 1s a struggle taking place in many health systems
around the world to rebalance their policies and practices.
Whereas there is a recurring policy theme internation-
ally in the importance of developing a more proactive
public health-based system, the necessary restructuring
and reengineering of existing ways of purchasing and
providing care services to achieve this implies radical
system change (Table 5). For example, the core features
of a public health system would require the provision of
comprehensive public health programs for populations
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Table 5 Characteristics of a proactive public health system

Public health at the center of decision making

Public health at the cultural heart of care organizations
Finance, purchasing, and provider strategies integrated to assist
health improvement

Ring-fenced resources for public health

Interventions at the earliest opportunity to address avoidable
deaths

Preventative initiatives to promote good health and well-being
Responsibility to the citizen by helping fulfill their economic
potential to improve health

Primary care organizations to manage patients and prevent ill
health

Workforce development and training tailored to meet health
improvement agenda

to improve and protect health, public health interventions
that are integrated into the daily work of professionals
in primary care, and the creaton of multdisciplinary
public health teams working in community-based managed
care networks.

Stewardship

In the view of international agencies that have examined
the relative performance of national health systems, it is
clear that more effective health-care systems are those
which are carefully and responsibly managed (WHO,
2000; OECD, 2004; Davis er al., 2007). Stewardship of a
nation’s health system is important because it is people
who entrust themselves (and their money) to a health
service and so, in return, it becomes the responsibility of
the system to protect the population by ensuring
resources are used wisely. Most organizations cannot be
left to themselves to deliver effective and excellent ser-
vices, and improve quality, safety, and efficiency, so in
most national health systems the government must ful-
fill the task of stewardship — whether through direct
regulation of nationally funded providers or by way of
the use of independent regulators in a mixed economy of
public and private providers.

Stewardship of a health system through forms of regu-
lation and governance can have three main objectives.
First, policy makers may wish to stimulate capacity and
productivity through entrepreneurial opportunities by
encouraging competitive behavior. This might include
permitting hospitals to retain operating surpluses, moving
payment systems from fixed budgets to fee-for-service, or
allowing hospitals to set their own fees. Second, regulators
might wish to protect the system from the more negative
aspects of competition through activities such as reducing
adverse selection by health-care payers and providers,
requiring insurance providers to accept all applicants, or
setting minimum quality standards through licensing or

accreditation. Third, regulation can concentrate on safe-
guarding social objectives, such as stipulating minimum
waiting times or opening hours, setting uniform prices
(tariffs), providing treatment guidelines and protocols,
and undertaking quality assurance audits.

Many Western countries have introduced regulatory
reforms to alter system behaviors. As a result, there has
been a general increase in the number of regulatory
bodies and activities at state and local levels in health
care. For example, in the English NHS, a statutory duty
to assess the performance of health-care organizations and
publish performance ratings was established in 2004 by
way of the Health Care Commission. The purpose of the
approach was to ensure that providers — now enjoying
greater entrepreneurial freedom and autonomy from the
state — were still meeting core government standards
of quality, safety, cleanliness, and waiting times (i.e., safe-
guarding social objectives). Such ‘steer and channel’
regulation is likely to play an important role in the short
and medium term in many countries that are simulta-
neously encouraging competition but through rules con-
sistent with core social objectives. Hence, well-designed
regulatory mechanisms can stimulate needed entrepre-
neurialism while simultaneously safeguarding social
objectives — the essence of stewardship.

The nature of stewardship has an important role to
play in defining the characteristics of national health-care
systems. Political leadership and legislation practice
together defines the principles and conceptual frame-
works around which health system financing, purchasing,
and delivery operate. For example, in England, the core
principles of a tax-funded NHS that is free at the point of
delivery to all citizens according to need has remained
unchallenged despite far-reaching reforms that have
injected private-sector capital and management practices
into the system. In France, the principle of la medicine
liberale remains culturally important to citizens who
value freedom of access to specialists within a socially
equitable social health insurance-based system. As the
WHO (2004) commented, leadership by the state — its
vision, direction, and relationship with citizens — tends to
define the overall strategic framework in which the com-
ponent parts of a national health system operate.

What Factors Constitute a More Effective
Health-Care System?

In Alan Gillies’ (2004) book that examined this question it
was suggested that individuals wanted three fundamental
things from their national health-care system: first, they
wanted to be kept as healthy as possible; second, when this
is not possible, they want to be treated and made better as
soon as possible; and third, they want care provided at a
minimum (or best value) cost consistent with the first two
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goals. Hence, Gillies argued that the best health-care
systems were those that enabled the greatest possible
health improvement and health-care provision within
the funding available. In common with international stud-
ies examining the factors associated with better health-care
systems (OECD, 2004; WHO, 2000; Davis ez al,, 2007) these
observations reveal that it is not the level of spending that
counts — as there is no single most appropriate level — but
how that spending is used that matters.

Responsiveness and choice have become important
criteria in the more affluent nations as they seek to meet
personal demands for health care (as opposed to national
needs) through patient-led care. However, as Gillies argues,
the priorities that have become prevalent in Western
countries are for most parts of the world an unrealistic
dream. Hence, he argues that it should never be forgotten
that the basic responsibility of a national health system
is to deliver the basics. Reflecting back to Maxwell’s
(1992) basic quality measures that define the purpose of
national health systems (see Table 1), and the realization
that no single principle is necessarily more important
than another, how might it be possible to objectively
measure, on a comparative basis between nations, which
type of national health system performs better than
another?

The question is problematic because data that may be
used to make effective comparisons between countries are
fraught with difficulties. For example, comparisons are
often made between national health systems based on
their respective health expenditure relative to their
nation’s wealth (as characterized by the percentage of
GDP allocated to financing health care). However, under-
standing what can be, or is actually, purchased with this

funding varies markedly in real terms (purchasing power)
or in terms of the coverage and entitlement to care
for all citizens. Moreover, meaningful health outcome
comparisons can be argued to be confounded by con-
textual variances in the demographic, geographical, and
socioeconomic profiles of different countries. As a result,
comparisons have tended to use high-level indicators of
performance between countries — such as levels of infant
mortality or life expectancy at birth — all factors that we
know are influenced more by factors outside the influence
of formal health system interventions (Wilkinson and
Marmot, 2003).

Perhaps the most famous comparative study is
contained in the World Health Report 2000, which com-
pares the health systems of 191 countries based on a
ranking of eight key system measures, leading with a
composite measure of these systems for overall health
system performance (WHO, 2000). More recently, the
Commonwealth Fund’s comparative analysis of six
national health-care systems has added to the debate
(Davis er al, 2007). What both uncover is that systems
without universal health coverage and/or fragmented
rather than coordinated care delivery fare worse in com-
parison to those that do, regardless of the amount of
money spent on health care. For example, the United
States (the most expensive health system) was ranked
37th in the World Health Report 2000 and last out
of the six nation summary scores (Australia, Canada,
Germany, New Zealand, UK, and the United States) in
the Commonwealth Fund’s assessment (Table 6).

The OECD’s (2004) study of 29 industrialized nations
suggested that the following key factors were associated
with high-performing health-care systems:

Table 6 Six nation summary scores on health system performance, Commonwealth Fund (2007)
AUS CAN GER Nz UK us
Overall ranking 3.5 5 2 3.5 1 6
Quality care 4 6 25 2.5 1 5
Right care 5 6 3 4 2 1
Safe care 4 5 1 3 2 6
Coordinated care 3 6 4 2 1 5
Patient-centered care 3 6 2 1 4 5
Access 3 5 1 2 4 6
Efficiency 4 5 3 2 1 6
Equity 2 5 4 3 1 6
Healthy lives 1 3 2 4.5 4.5 6
Health expenditures per capita* $2876 $3165 $3005 $2083 $2546 $6102

Note: 1=highest ranking, 6=lowest ranking.

*Health expenditures data are from 2004 except Australia and Germany (2003).

Health expenditures per capita figures are adjusted for differences in cost of living. Source: OECD, 2004.

Source: Calculated by The Commonwealth Fund based on the Commonwealth Fund 2004 International Health Policy Survey, the
Commonwealth Fund 2005 International Health Policy Survey of Sicker Adults, the 2006 Commonwealth Fund International Health
Policy Survey of Primary Care Physicians, and the Commonwealth Fund Commission on a High Performance Health System National

Scorecard.

Source: Davis K, Schoen C, Schoenbaum S, Doty M, Holmgren A, Kriss J, and Shea K (2007) Mirror, Mirror on the Wall: An International
Update on the Comparative Performance of American Health Care. New York: The Commonwealth Fund.
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® a sustainable and robust financing system,

® care that is provided to all the population and care that
1s coordinated so recipients are looked after ‘from cra-
dle to grave’;

® a focus on prevention of ill health and the promotion of
public health;

® an effective monitoring and regulation system; and

® strategic planning to ensure resources for health care
are being put to good use, for example, harnessing the
potential of advances in information technology.

Each of these reports can rightly be criticized for the
methodological inadequacies in their assessments. Yet,
each serves to highlight two central issues we know
about the effectiveness of national health systems: firs,
that achieving good health outcomes in a national health
system is more about how the system is designed and
not necessarily related to how much is spent; and second,
that different health-care systems are simultaneously
trading off the achievement of different measures of
system quality (e.g, in terms of access, efficiency, equity,
and responsiveness).

Regardless of funding type, there is also evidence to
suggest that more effective health-care systems have a
stronger orientation to health promotion, disease preven-
tion, and the provision of accessible and universal primary
and community care-based services. The benefits of such
a strong primary care-based component to a health system
have been identified through influental analysts such as
Barbara Starfield. By ranking the primary care orientation
of 12 Western industrialized nations, she concluded that
countries with a strong primary care base to their health-
care system achieved better outcomes, and at lower cost,
than countries in which the primary care base was weaker
(Starfield, 1998). In Starfield’s analysis, features that were
consistently associated with good or excellent primary
care included the comprehensiveness and family orienta-
tion of primary care practices, within a wider system in
which governments regulated the distribution of health-
care resources by way of taxation or national insurance.
Given that the burden of disease is shifting to the long-
term chronically ill, national health systems must adapt
to meet this challenge — a task requiring a move away
from episodic care undertaken in specialist hospital insti-
tutions to long-term care management and coordination
undertaken in the community. The importance of a
primary care orientation to health system design with a
strong public health component has never been more
relevant.

Conclusions

In almost all Western countries, health-care systems are in
a state of radical transformation as they simultaneously

attempt to meet the demands of empowered consumers,
incorporate evidence-based modes of working, apply dis-
ease management principles, and contain costs. The ten-
sions implicit in these changes mean that the relationship
between governments, insurance funds, health-care pro-
viders, medical professionals, and the public is in constant
need of effective stewardship if the espoused goals of a
national health system are to be achieved. Such steward-
ship requires effective regulation of activities to connect
together the constituent parts of a national health system
and enable, for example, the reconfiguration of personal
and nonpersonal services to meet future health-care
needs through a shift from a preoccupation with down-
stream care services to an upstream focus on the health of
communities. However, achieving such ideals will be
influenced by the two key features controlling the overall
nature of a national health system: the involvement of the
state (the ability of governments and legislative bodies to
respond to system needs) and the limitations imposed by
political and resource pressures.

See also: Health System Organization Models (Including
Targets and Goals for Health Systems); Urban Health
Systems: Overview.
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Introduction

Demographic trends suggest that there is an urgent need
to consider the health of urban populations. Cities are
becoming the predominant mode of living for the world’s
population. According to the United Nations (UN), approx-
imately 29% of the world’s population lived in urban areas
in 1950. By 2000, 47% lived in urban areas and the UN
projects that approximately 61% of the world’s population
will live in cities by 2030. Overall, the world’s urban popu-
lation is expected to grow from 2.86 billion in 2000 to 4.94
billion in 2030. As the world’s urban population grows, so
does the number of urban centers. The number of cities
with populations of 500000 or greater grew from 447 in
1975 to 804 in 2000. In 1975 there were four megacities with
populations of ten million or more worldwide; by 2000
there were 18, and 22 are projected by 2015. As illustrated
by Figure 1, most cities are in middle- to low-income coun-
tries; in 2000 middle- to low-income countries contained
72% of the world’s cities. During the second session of the
World Urban Forum in 2004, world leaders and mayors
warned that rapid urbanization is going to be one of the
most important issues in this millennium.

A Brief History of Urban Health

Cites and their impact on health have been a concern for
millennia. City architects as early as the fourth century

BCE designed cities to maximize exposure to the sun in
winter, minimize solar exposure in the summer, and take
advantage of mountain and sea breezes (Semenza, 2005).
More familiar, recurrent plague epidemics in European
cities between the fourteenth and sixteenth centuries, and
pestilence within slums early in the Industrial Age became
a major concern for urban dwellers such that authorities
were required to develop and maintain knowledge for
dealing with the epidemics.

For centuries, researchers and scholars have consid-
ered the study of how cities may shape health an impor-
tant area of inquiry. Some of the early epidemiological
studies and interventions were centered on urban popula-
tons. John Graunt, considered by many to be the first
epidemiologist, published Narural and Political Observations
Mentioned in a Following Index, and Made upon the Bills of
Mortality in 1662. In it, he presented the first life tables, as
well documenting increases in urban populations due to
immigration. Almost two centuries later, John Snow, in what
might be considered a prototypical urban health interven-
tion, removed the Broad Street pump handle after observ-
ing differential attack rates for cholera in London.

Untl relatively recently, in the academic literature,
urban living and its related exposures were considered
mainly in terms of their detrimental effects. This urban
health ‘penalty’ perspective, described by Andrulis and
others, focused attention on poor health outcomes in an
inner-city environment and disparities in the burden
of morbidity and mortality, as well as disparities in
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Introduction

A good health system is one of the most important ele-
ments in ensuring the health of a populaton in any
modern society. Although all nations share the same goal
of improving the health of a population in a cost-effective
and equitable manner, health systems vary greatly from

country to country. However, a perfect health system does
not exist. In fact, nearly every nation is continuously under-
going certain health system reforms and system improve-
ments. Governments are constantly striving for a high-
quality, cost-effective, and universal health-care system.
Comparative health-care systems is a rapidly growing
field that is being called on more and more frequently in
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health policy and health service research communities.
This 1s particularly true in the current trend of globaliza-
tion, wherein alternative ways to solve inherent problems
in health systems and to improve the performance of
health systems are being analyzed.

Experience from previous decades shows that the devel-
opment of a health system is facilitated with international
comparisons of other nations’” health systems. First, the
comparative nature of the analysis allows for a greater
number of policy options to be identified, which will likely
assist policy makers in the implementation of health stra-
tegies. Second, the comparative analysis of a health system
can help people realize the consequences of various policy
decisions: the successes that they might consider adopting
and the failures that they should avoid. Finally, compara-
tive analyses can act as benchmarks for in-depth evalua-
tions of the performance of a health system.

Concept of Health System

Health systems have been conceptualized in various ways.
Roemer (1991) defines a health system as “the combina-
tion of resources, organization, financing and manage-
ment that culminate in the delivery of health services to
the population.” This definition emphasizes the input
requirements of a health system. The World Health Orga-
nization’s (2000) definition includes “all the activites
whose primary purpose is to promote, restore or maintain
health.” Rather than emphasizing inputs such as resources,
this definition focuses primarily on the outcome aspects
of a health system. Irrespective of the definition, a
health system should include the following two major
components: The first component is the goal of a health
system, that is, to address health and illness in society, and
the second component is a set of mechanisms that trans-
form health-related resources into health services in order
to achieve the goal of a health system.

Although health systems vary across countries, all
include similar structural components (see Figure 1):
health-care providers, consumers of health-care ser-
vices, health financing agencies, resources suppliers,
and government/regulatory entities. Each component
is directly linked to the other four components. For
example, health providers provide health-care services
to the consumers, receive payments from a financing
agency to recover the cost of health services, obey the
regulations imposed by the regulatory entity, and receive
resources from resource suppliers.

The variations arise from the individuals that comprise
the components, the manner in which the individuals func-
tion collectively, the importance of each component in the
system, and the relationships among the components of a
specific health system. For example, all health systems have
health-care financing agencies. However, these agencies
vary, from governments to private health insurance to

Government/
regulatory entity

Resource
Health suppliers
providers
Financing
agencies

Figure 1 The common structure of health systems.

individual consumers themselves. In some health systems,
governments are the major agencies for health financing; in
other cases, out-of-pocket payments are the main sources of
health financing; that is, the individual health-care con-
sumer acts as the health financing agency. The relationships
between health financing agencies and health-care provi-
ders are based on the contract arrangements of capitation or
fee-for-services payments.

Methods in Comparative Health Systems

Methods to compare health systems have evolved into three
types (Rodwin, 1995). The first type can be summarized as
random observations in the early stage of comparative anal-
ysis. That 1s, “travelogues ... written by physicians from
overseas tours” to express the variations of health systems
without specific policy purposes. The second type can be
summarized as purposeful learning of comparative analysis,
which focuses primarily on the practical issues of improving
the performance of a health system through health system
reform. The third type can be summarized as a social
science comparison of health systems. Comparative health
system analysis involves a muludisciplinary approach and
incorporates disciplines such as anthropology, sociology,
political science, and economics. Furthermore, rigorous
study design with elaborate hypotheses and sophisticated
analytic methods are applied in comparative analysis.

In terms of study design, the majority of comparative
analyses of health systems have been cross-sectional. In
order to make the health systems as comparable as possible,
countries with similar socioeconomic environments (serving
as the control variable) are often selected for comparative
analysis. Since an experimental study design is rarely feasi-
ble, quasi-experimental study designs have been used
instead. However, this type of study is very expensive and
is able to test multiple sites only within the same country.
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Comparatve analyses of health systems can be per-
formed by a ‘snapshot’ approach to examine the overall
performance of a health system or by an ‘anatomical’
approach to examine the effects of specific components
on the outcomes or overall function of a health system.
The snapshot approach commonly uses the following
measures to compare health systems: total health-care
expenditure, life expectancy or healthy life expectancy,
or health system outcomes. These are then used to judge
the overall performance of a health system. Although this
approach is intuitive and easy to understand, it does not
provide significant details for the policy learning purpose.
The second approach incorporates a more in-depth anal-
ysis of each component of the health system in order to
gain a greater understanding of how a specific system
works. Certainly, these two approaches are not mutually
exclusive. A snapshot approach is usually the first step of a
more elaborate comparative analysis of a health system.

The framework of “structure, process, and outcome”
(Aday, 1998) is often implicitly or explicitly applied in
comparative health system analyses. Structure refers to
the investment of health resources — including resources
for the delivery of health services, as well as resources for
the organizational structure of health services — and the
health status of a population in a specific society. Process
encompasses the delivery of health services, as well as the
utilization of health services. Outcome can be dissected
into two groups: intermediate outcomes and ultimate out-
comes. Intermediate outcomes refer to the immediate
outputs of health system performance such as quality,
efficiency, and access to health services. Although these
outputs are the consequences of health system perfor-
mance, they are not necessarily the final goals from a
societal perspective. The ultimate outcomes refer to health
status, customer satisfaction, and financial risk protection
(Roberts ez al, 2004). According to a World Health Organi-
zation report, the goal of customer satisfaction is replaced
by “increasing responsiveness to the legitimate demands of
the population” (World Health Organization, 2000). In
addition to the overall level of these indicators, the distri-
bution of these indicators among various factors, such as
socioeconomic status, race, ethnicity, and gender, is also of
particular interest in health policy. Health equity with
respect to health-care financing and health-care utilization
has become an increasingly important goal in modern
society. Commonly used indicators to measure ultimate
and intermediate goals are listed in Table 1.

Variation of Health Systems and Their
Performance

There are a variety of health systems. Field (1973)
observed five types of health systems based on the evolu-
tionary progress of industrialized nations: the private

health system, the pluralistic health system, the national
health insurance system, national health services, and
socialized health services. Bambra (2005) grouped the
health systems of OECD countries into three categories,
liberal, conservative, and social democratic, on the basis of
the degree of health-care decommodification. Lassey
(1997) classified health systems into “most advanced,”
“somewhat advanced,” and “less advanced” on the basis
of technology use, resource availability, and health service
accessibility.

Rather than classifying different types of health sys-
tems, this article uses the anatomic approach to examine
the method by which each component of a health system
functions and to assess the potential outcome indicators of
a particular health system. This approach is likely to
facilitate the translation of comparative results into policy
recommendations.

Epidemiological Profiles of Populations or
Patients

The centerpiece of a health system is its beneficiaries —
that is, the population or patients. The health of a
population varies greatly from country to country. Dis-
parities in population health are often used to compare
the performance of health systems. In addition, the
health status of a population, determined by epidemio-
logical profiles, is an important factor that influences
the development of a health system in a specific soci-
ety. For example, in a society with a high prevalence of
communicable diseases, tax-based financing for disease
prevention at population level, as well as emergency ser-
vices for disease treatment, will be required. However, in
a society characterized by chronic disease, community-
based disease prevention and disease management are
essential components of the health system. Therefore,
health system development requires the population or
patients to be the centerpiece. Health systems should
reflect the health demands and needs of a specific society.
Health systems should also evolve as the populations or
the patients’ health status changes.

Financing of Health Services

Financing is one of the most important components and
functions of a health system. Health system financing
varies depending on how resources are generated, pooled,
and used. Health services can be financed in a variety of
ways: from an individual who is self-insured, through an
insurance agency, or through a government agency that
provides health insurance to a specific group or the entire
population.

There are three basic issues that policy makers must
address in terms of health financing. The first is the
amount of resources that a financing system can mobilize
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Table 1 Ultimate and intermediate goal indicators of a health system
Key indicators
Categories Levels Distribution

Ultimate goals of health system
1. Health status

2. Financial risk protection or the
share of financial burden

3. Customer satisfaction or
responsiveness to people’s
nonmedical expectations

Intermediate goals of health system

1. Efficiency

2. Quality

3. Access

4. Cost

Life expectancy at birth

Infant mortality

Maternal mortality

Life expectancy at 65

Disability-adjusted life year
(DALY)

Quality-adjusted life year
(QALY)

Health insurance
coverage

Percentage of out-of-pocket
payment of total health
expenditure

Percentage of poverty due to
illness

Consumer-satisfaction
survey indicators

Cost per unit of outcome
(health improvement)

Appropriateness (overused,
underused, or misused)

Utilization rates of health
services

Physician/hospital beds per
1000 population

Total health expenditure

Indicators of equity, which refers to the difference of the
outcomes among different groups of the population. The
most commonly used indicators for assessing a health
system include health equity, financial equity, and access
equity

Percentage of health
expenditure in gross
domestic product

This table is based on information from Roberts MJ, Hsiao W, Berman P, and Reich MR (2004) Getting Health Reform Right: A Guide to
Improving Performance and Equity. New York: Oxford University Press and World Health Organization (2000) The World Health Report

2000: Health Systems: Improving Performance. Geneva: WHO.

and then allocate to health services. The combination
of multiple sources of financing is the total health
expenditure in a specific society. The second issue is the
type and amount of services that can be purchased. This
refers to the benefit package design in response to the
demand and/or needs for health services and resource
constraints. The third issue involves the purchase of
health services through the use of incentives in order to
achieve the desired outcomes of a health system.

The level of health expenditures varies greatly from
country to country. Table 2 summarizes total health
expenditure per capita, the health expenditure as a per-
centage of Gross Domestic Product, and sources of health
financing in selected countries. There is no consensus on
the appropriate amount that should be allocated to health
financing. In many of the poorest countries, the level of
spending 1s still insufficient to ensure equitable access to
basic and essential health services and interventions.
Thus, a major health policy issue in poor countries is
ensuring adequate and equitable resource mobilization

for health. On the other hand, in many of the richest
countries, the level of spending is considered too high,
and the concomitant benefits from these investments do
not generate a reasonable return in terms of health gain.
Consequently, a major policy issue in the wealthiest
nations is controlling the cost of health services and
ensuring their maximum efficiency.

Although there is ongoing debate over the appropriate
amount of health-care spending per country, there is fairly
common agreement on how health expenditures should be
financed. For example, if out-of-pocket payments for
health-care financing are too high, the financial risk pro-
tection of a health system will be low in a given society.
Table 3 summarizes financial risk protection and other
selective effects of various health financing mechanisms.

Provider Payment Methods

Provider payment methods are a set of contracts made
between health-care providers and financing agencies
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Table 2 Total health expenditure and financing mechanisms
Source of financing, % of total health expenditure
Private
Total expenditure per Total expenditure on Government prepaid
Country capita (international dollar) health as % of GDP expenditure plans Out-of-pocket  Other
Algeria 186 4.1 80.8 0.8 18.3 0.1
Argentina 1067 8.9 48.6 19.6 28.6 3.2
Australia 2874 9.5 67.5 7.8 22.0 2.7
Brazil 597 7.6 453 19.6 35.1 0.0
Canada 2989 9.9 69.9 12.7 14.9 2.4
China 278 5.6 36.2 3.7 55.9 4.2
Czech Republic 1302 7.5 90.0 0.3 8.4 1.4
Germany 3001 111 78.2 8.8 10.4 2.6
Japan 2244 7.9 81.0 0.3 171 1.6
Kenya 65 4.3 38.7 3.7 50.6 7.0
Mexico 582 15.2 44.6 36.5 13.5 5.4
Mozambique 45 4.7 61.7 0.2 14.9 23.2
Namibia 359 6.7 70.0 22.8 5.8 1.4
Republic of Korea 1074 5.6 49.4 2.1 41.9 6.6
Russia 551 5.6 59.0 2.7 29.2 9.1
Singapore 1156 4.5 36.1 0.0 62.0 1.9
Spain 1853 7.7 71.3 4.3 235 0.9
Sweden 2704 9.4 85.2 0.3 13.6 0.8
Switzerland 3776 11.5 58.5 9.0 31.5 1.0
United Kingdom 2389 8.0 85.7 3.3 11.0 0.0
United States 5711 15.2 44.6 36.5 13.5 5.4
Zimbabwe 132 7.9 35.9 13.5 36.3 14.3
Source: World Health Organization (2006) The World Health Report. Geneva: WHO.
Table 3 Source of health-care financing
Financial Financial risk Service
Types Financing mechanisms Efficiency Equity sustainability sharing utilization
Out-of-pocket Individuals Low Low Low Low Low
Medical saving Individuals Medium Low Medium Low/medium Low
account
Community financing Premium contribution Medium Low Medium Medium Medium
Private health Premium contribution Medium Low Medium High High
insurance
Social insurance Payroll and tax deduction High Medium  High High High
National health General tax High High High High High

insurance

This table is created mainly based on World Bank (1999) Teaching materials of the Flagship Program on Health Sector Reform and
Sustainable Financing. Washington DC: World Bank; Roberts MJ, Hsiao W, Berman P, and Reich MR (2004) Getting Health Reform
Right: A Guide to Improving Performance and Equity. New York: Oxford University Press; and World Health Organization (2000) The
World Health Report 2000: Health Systems: Improving Performance. Geneva: WHO.

with respect to compensation for provider health service
delivery. Since different payment arrangements alter the
financial risk-bearing status of providers, they impose
differing financial incentives for providers and thus influ-
ence the performance of a health system. Table 4 lists
seven of the most commonly used provider payment
methods, as well as their incentives for providers in
terms of quantity, quality, and cost control. In practice,
however, there are payment methods that combine differ-
ent payment mechanisms into one payment arrangement.

For example, salary plus bonus payments combine both
fee-for-services and salary into one payment method in
order to balance the incentives for quantity, quality, and
cost of services.

Delivery of Health-Care Services

The delivery of health-care services can be divided into
two components: the types of services delivered and by
whom, that 1s, its ownership. The types of services vary
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Table 4 Provider payment mechanisms

Financial incentives for providers
Payment
methods Unit of payment Financial risk-bearing of providers  Quantity Quality Cost control
Fee-for-service Per service item No High High Low
Salary Monthly payment No Medium Medium High
Capitation Per contracted patient/person ~ Yes Low Low/High  High
Daily payment Per patient day Partial Low/High Low/High Medium
Case payment Per case of different diagnosis ~ Partial Low/High  Low/High  Medium
Line item budget  Budget line No Low Low Medium
Global budget All services Yes Low Low/High  High

This table is created mainly based on World Bank (1999) Teaching materials of the Flagship Program on Health Sector Reform and
Sustainable Financing. Washington DC: World Bank; Roberts MJ, Hsiao W, Berman P, and Reich MR (2004) Getting Health Reform
Right: A Guide to Improving Performance and Equity. New York: Oxford University Press; and World Health Organization (2000) The

World Health Report 2000: Health Systems: Improving Performance. Geneva: WHO.

Specialized health-
care providers

Emergency
services, severe
case treatments/
management

Secondary/tertiary
hospital services

Health promotions, disease
prevention, common disease
treatment, chronic disease
management

Primary health-care
providers

Figure 2 The structure of health services delivery.

from community-based health services for the majority of
the population to hospital-based services for a select group
of patients with severe health problems, to specialized
health services for those patients who require specialized
care (see Figure 2). In some health systems, providers are
organized into a three-tier hierarchical system. Primary
health-care providers often serve as gatekeepers of the
health system; a referral system is often in place in
order for patients to receive higher-level hospital and/or
specialized care. In other systems, these three tiers may not
be present. For example, a lack of resources may force
informal health-care providers, such as traditional healers,
birth attendants, and community health workers, to act as
the primary health-care providers although they are not
considered part of the formal health system. Another
example is the direct entry of patients into tertiary and
specialized health services. The referral system is bypassed
in order to increase a patient’s freedom of choice among
health providers. These structural differences in the deliv-
ery of health services may have great impact on access,
quality, and efficiency of health services.

The second component of health service delivery is
ownership. Health-care providers may be part of a
publicly owned or a privately owned system. Recently,
a trend has been growing toward converting publicly
owned delivery systems to public—private partnerships.
Public—private partnerships are viewed as a ‘win—win’
arrangement, with various motivations and philosophies
working together — albeit with different incentives — to
contribute to the improvement of the health status of a
population. Table 5 lists the major characteristics of pub-
licly and privately owned delivery systems, as well as the
predicted outcomes of the performance of the delivery
systems. In the public—private partnership, the public sys-
tem can take advantage of the higher levels of efficiency
and quality of a private system, while at the same tme
maintaining its equity and cost-control goals.

Regulation of a Health System

Regulations are rules or orders mandated by a govern-
ment in order to improve the outcomes of a system
through behavior change. Health regulation functions to
(1) ensure the fairness of market exchange in a health
system, (2) correct the market failure of a health system,
and (3) ensure the equity of financing and delivery of
health-care services.

Regulatory policy is incorporated into almost every
aspect of a health system. From a functional perspective,
regulations have the following four objectives: financial
risk sharing; quality and safety; equity of health services;
and cost-effectiveness, or value for money (Table 6).

Criticism of Comparative Analysis of
Health Systems

Comparative health systems is a rapidly growing field
that is being used more and more frequently in health
policy and health service research communities. However,



Comparative Health Systems 421

Table 5 Health-care providers by ownership
Variables Public Private Public-private partnership
Characteristics
Incentives Low High Medium
Financial risks Low High Shared
Decision space Centralized Decentralized Shared
Profit No Varies Controlled
Performance
Efficiency Low High Medium
Quality Medium High Cost-effective
Equity High Low Medium
Responsiveness Low High Medium
Cost control High Low Medium

This table is created mainly based on World Bank (1999) Teaching materials of the Flagship Program on Health Sector Reform and
Sustainable Financing. Washington DC: World Bank; and World Health Organization (2000) The World Health Report 2000: Health

Systems: Improving Performance. Geneva: WHO.

Table 6 The objectives and options for regulation in health
system
Objectives Regulations
Financial risk Mandating enrollment for health
sharing insurance

Setting community rate

Providing open enroliment

Ensuring minimum benefit package

Market entry license, including doctor’s
practice license, hospital licenses,
drug manufacture license, etc.

Practice guidelines and procedures

Drug quality

Medical safety net

Medical resource reallocation

Services prices control

Profit/surplus regulation

Capital investment

Medical safety

Equity

Cost-effectiveness

there are many criticisms, including questions about
the usefulness of international comparisons, the simplicity
of methods used in the analysis, and the value of inter-
national experiences as a means of health system
improvement.

Although many comparative analyses attempt to con-
duct objective comparative analyses using similar frame-
works and statistical indicators, the results of the
comparison remain debatable. Often, the information is
not reported in the same format, and statistics are calcu-
lated differently and use dissimilar definitions. This issue
raises concern about the use of simple statistical compar-
isons as a method of comparative analysis. Compara-
tive analyses should be made for countries with similar
characteristics — serving as control factors — and with
elaborate and careful interpretation.

Many health system comparative analyses attempt to
establish a causal relationship between a health system
and its outcomes. However, the majority of these analyses

are based on cross-sectional data. Furthermore, the out-
comes of a health system, particularly the health of a
population, are influenced by many factors that exceed
the boundaries of the health system. These factors are
difficult to control in comparative analyses. Therefore,
the results derived from comparative analyses must be
interpreted with caution as they may not be valid or
reliable results.

Health systems are deeply rooted in their country’s
historical, cultural, ethical, political, social, and economic
development. The successes of one health system may not
apply to another health system in a different society. For
example, a community health financing scheme may work
well in a society with a high degree of trust, reciprocity, and
social networking but may not work well in a society with
low social capital. Therefore, the transfer of knowledge
should be done cautiously when adapting successful
strategies.

In summary, there is great variation in terms of health
systems and their levels of performance. Health systems are
dynamic and evolve in response to changes in the epidemi-
ological profiles of the population, improvements in medical
technology, and people’s knowledge of the health system.
Although there is criticism regarding the methodology and
results of comparative health system analyses, the field is
growing rapidly and is being used more and more frequently
in health policy and health service research communities.
Comparative health system analyses are still considered
useful learning tools for health system improvement, par-
tcularly in the current environment of globalization.

See also: Global Health Initiatives and Public Health
Policy; Health Policy: Overview; Human Rights, Approach
to Public Health Policy; Politics, and Public Health Policy
Reform; Resource Allocation: International Perspectives
on Resource Allocation; The State in Public Health, The
Role of.
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Background

Indigenous peoples have suffered from historic injustices
as a result of, zuter alia, their colonization and disposses-
sion of their lands, territories and resources, thus prevent-
ing them from exercising, in particular, their right to
development in accordance with their own needs and
interests.

Indigenous peoples have the right to their traditional
medicines and to maintain their health practices, includ-
ing the conservation of their vital medicinal plants, ani-
mals and minerals. Indigenous individuals also have the
right to access, without any discrimination, to all social
and health services.

Indigenous individuals have an equal right to the
enjoyment of the highest attainable standard of physical
and mental health. States shall take the necessary steps
with a view to achieving progressively the full realization
of this right.

(Draft UN Declaration on the Rights of
Indigenous Peoples, 2007)

The term ‘indigenous peoples’ is widely used to char-
acterize a reported 300—350 million people worldwide
(WHO, 2007) — from the Arctic to the South Pacific,
from the Kalahari Desert in southern Africa to Tierra
Del Fuego at the southernmost tip of the Americas.
With ancient roots in their local areas, these peoples
are among the world’s most marginalized populations —
politically, economically and territorially — and suffer the
highest burden of health challenges.

In 1990, the United Nations proclaimed the Inter-
national Decade of the World’s Indigenous People, start-
ing on 10 December 1994 (resolution 48/163). By the
end of the Decade, the health of indigenous peoples was
widely seen as of global concern and, in one instance —
Australia — of proportions of a national emergency.

Who Are Indigenous Peoples?

Asia, according to the International Work Group for Indig-
enous Affairs IGWIA), is home to the vast majority (70%)
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